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An Introduction B

Markets & Economies i & &7

* AlA Investment Management HK Ltd. (AIMHK) conducts both . KB STEEBERAT (AIMHK) BASEETMMTES
quglitative anql quantlt‘ative .research to analyse the outlook of R ETE T ERRE R SRTIENESE o
major economies and financial markets. N _ - "

 The financial markets covered by this publication are mainly - ATEENERTSERRRENESTS -
equity and bond markets. - KREBAZEsA=fE  BIRIKMIE DA EFHEH

* The economies are subsumed under three main regions, 5 o

namely global, Asia Pacific and emerging markets.

0utlook
The table in the following page summarises AIMHK's tactical Etﬁ
investment views which are derived from qualitative and . A &
guantitative assessment of various fundamental, valuation and ;Ei% .%ﬁ;%;ﬁA”\tﬁiﬁﬂgﬁgﬁgm g%gg?:ﬁ
technical factors. They reflect the potential relative return of LT 2SR IR 4+ — {8 B & ) B AR 2R o
the asset classes over a time horizon of about 12 months.

* The tactical investment views do not guarantee future return - BESEEDESNEZTEERS  SLEREBHTERE
as price-moving factors are continuously evolving. Also, the RIRPETR - B WETEANREMEA/FELAGEZE
availability of investment options and the timing of HUESEIREBHNEFRREGN 2EAHRRE °

investment/divestment may lead to deviation between the
tactical views and actual investment performance.
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Financial Market Outlook: Summary & Bi 35,

* We are constructive on equities. Globally, GDP growth revision has been on an
upward trend supported by gradual recovery in manufacturing activity and
broadening rate cuts as inflation continues to cool. In the US, corporates earnings
revision has been improving which helps to offset index valuations.

* In China, the prolonged property downturn and lack of confidence among
households and private businesses remain growth headwinds for the country. On
the flip side, the country continues to post strong export data. The newly
introduced housing inventory destocking policies surprised market positively,
hinting change in government’s housing rescue approach. We tactically turn
relatively positive on China, hence a positive rating as well for Asia Pacific ex
Japan equity markets.

*  On rates, major risk events have passed with limited spike in yields and Federal
Reserve (“Fed”) s plan to slow the speed of quantitative tightening also helped to
stabilize bond yield movements. We maintain a relative slight cautious view on
bonds from an asset allocation perspective.
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Financial Market Outlook

EMHZEREE

Equity IZE
Equity - Global A& ZE: IREK +
Equity - Asia Pacific I =: o X [& +

Equity - Emerging Markets J&2=: #1535 -

Fixed Income EEUIA
Fixed Income - Global BIZEULA : IR Bk -
Fixed Income - Asia Pacific EEUW A : B2 K& =
Fixed Income-Others (including MMk Funds) B EULA : ELAt- =

Multi-Assets ZTTEE +

++ Rating means the asset class/region has a positive outlook and higher outperformance potential.

+ Rating means the asset class/region has a positive outlook and could potentially outperform.

= Rating means the asset class/region has a neutral outlook and is unlikely to outperform/underperform.
- Rating means the asset class/region has a negative outlook and could potentially underperform.

-- Rating means the asset class/region has a negative outlook and higher underperformance potential.
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Global Economic & Financial Market Outlook %

Led by rebound in equity markets in the United States (“US”), the FTSE MPF All
World Index gained 4.1% in May. US inflation statistics in May was in line with
expectation, alleviating investor concern about re-acceleration of price growth.

Worldwide economic momentum continues to recover but the pace of recovery
started to moderate. In April, the JPMorgan Global Composite Purchasing Managers'’
Index (“PMI”) increased to 52.4, just marginally above March’s reading of 52.3. The
manufacturing PMI stayed above 50 for the fourth consecutive month. PMI reading
above 50 indicates expansion in economic activity.
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Global Equity Markets IRER X =E 5

*  We are positive on the outlook of developed market equities. All the three major stock
indices in the US broke their record closing highs in May. The Standard & Poor’'s 500
Index (“S&P 500") recouped it loss and rebounded by 4.8% in May. Technology-

B E®ESASOMNFEERRNEELE L ETEA heavy Nasdaq Composite Index performed even better, going up by almost 7%.

IMF 2024 Real GDP Growth Forecast

*  The Euro Stoxx Index went up by 1.7% in May with both the French CAC Index and
4 the German DAX Index breaking their respective record highs. The Eurozone
economy has bottomed out. The preliminary Hamburg Commercial Bank Composite
3 PMI of the Eurozone for the month of May rose to 52.3, the highest level since the
middle of 2023. In May, Germany’s preliminary composite PMI rose to 52.2, the

I highest level in a year. Business sentiment in the largest economy of the Eurozone

also improved with the ZEW Economic Expectation Index climbing to more than two-
and-a-half-year high of 47.1.
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Asia Pacific Equity Markets T2 K EREH 5

* Led by financial sector, the Hang Seng Index gained 1.8% in May. The Hang Seng
China Enterprises Index rose 1.9%. Investors expected Chinese government's latest
round of property market supportive measures could help reduce the risk of bank
loan deterioration.

B BUR R =2
China Policy Interest Rates
* In May, the CSI 300 Index lost 0.7% despite the central government’s efforts to
bolster the property sector. The Chinese government released another round of Reserve Requirement Ratio
property market policies, including downpayment reduction, removal of mortgage 11 FRERESE - 5.0
rate floor and financing arrangement to destock housing inventory. 1

e China economic data remained mixed. In April, industrial production growth
accelerated to 6.7% year-on-year from March'’s 4.5%, but retail sales growth slowed
to 2.3% from 3.1% a month ago. In May, the Caixin composite PMI rose to a one-year
high of 54.1 but the official composite PMI declined to a three-month low of 51.0.
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Emerging Equity Markets ¥7TH}% Z T 5

* We maintain a neutral rating on emerging (ex Asia) equity markets. In May, Brazil's
Bovespa Index dropped 3%, underperforming other major equity indices.

XEBHESBERER: %

7

« Comparing to developed equity markets, emerging (ex Asia) equity markets have
6 relatively less exposure to technology sector and thus missed out on the tech-driven
5 ’f_ rallies.
4 . . . . . .

* However, financial markets in developing countries are usually sensitive to US
3 interest rates due to their heavy reliance of USD funding. Hence, the expectation of
2 the Fed pausing rate hike bodes well for emerging equity markets.
1 Mz > _—1F3 B
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Global Bond Markets 3% E{& %5 i 15

» The FTSE MPF World Government Bond Index ended the month of May with 0.6%
gain. In the US, the Fed at its May's policy meeting left interest rates unchanged.
Bond investor confidence was also supported by the Fed’'s announcement about the
plan of slowing the pace of the quantitative tightening to reduce the risk of financial
market tumult.

* |n May, the 10-year US Treasury vyield dropped to 4.5% from almost 4.7% at the end
of April as economic momentum of the world’s largest economy showed signs of
tapering off. The Fed'’s plan to slow the speed of quantitative tightening also helped
stabilize bond yields.

* |n Japan, the finance ministry disclosed that between 26 April and 29 May, the
government spent a record USD 62 billion to support the Japanese Yen. Despite this
effort, the Japanese Yen weakened to 170 against the Euro for the first time in over
fifteen years.
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Asia Pacific & Emerging Bond Markets o¢ X [& & #TH{E 5

BMREERPEBTEAGESMSHENESESE  tETARY
Bonds Held by Foreign Investors in China Interbank Bond Market:
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We maintain ratings of Asia Pacific bond markets and emerging bond markets at
neutral. In May, the Markit iBoxx Asian Dollar Bond Index climbed 1.2%.

Overseas investors' interest in China’s bond market continues to return. In May, the

amount of bonds held by foreign investors in China Interbank Bond Market increased
to RMB 4.22 trillion, a historical high.

The 10-year Chinese government bond yield continued its downtrend reaching 2.3%

by the end of May. Investors expect the People’'s Bank of China to keep loosening its
monetary stance to reflate the economy.
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Financial Market Performance: Year-to-date Ended May
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Disclaimer & Terms of Use

This document is prepared pursuant to the request of AIA International Limited for information purposes only. This does not take into account the specific investment objectives, financial
situation and particular needs of any persons. An investor may wish to seek advice from a financial adviser regarding the suitability of the investment product, taking into account the specific
investment objectives, financial situation or particular needs of any person in receipt of the document, before the person makes a commitment to purchase the investment product. Nothing in
this document should be construed as investment, tax, legal or other advice. References to specific securities, if any, are presented to illustrate the application of our investment philosophy
only and are not to be considered as recommendation by AIA Investment Management HK Limited (“AIMHK").

The information herein should not be used as the basis of any investment decision. This document is intended for use by AlA International Limited only. It does not constitute an offer to sell or
the solicitation of an offer to buy any security or investment or advisory service, or a recommendation of any such security or service, that may be referenced on or through this document. This
document and nothing in this document shall be construed to be marketing or advertising for any security or collective investment scheme referenced in or through this document and is not
an invitation to acquire, subscribe, acquire an interest in or participate in the same. All views expressed and references to specific securities or investment, if any, are included for illustrations
only. No representations or warranties are given as to the reliability, suitability, usefulness, accuracy and completeness of the information.

The information contained herein (including opinions and views) is subject to change without notice. AIMHK, its directors, officers and employees accept no liability for any damage or loss,
including loss of profit, whether direct or indirect or consequential in respect of the use or reliance of any information contained herein and whether arising as a result of AIMHK’s negligence
or otherwise, if any. Past performance figures, and any economic and market trends or forecast, if any, are not necessarily indicative of future performance of any strategy or portfolio.
Investment is subject to investment risks, including the possible loss of the principal amount invested. Financial markets are volatile and can fluctuate significantly in response to company,
industry, political, regulatory, market, or economic developments. These risks are magnified for investments made in emerging markets. No investment strategy or risk management technique
can guarantee returns or eliminate risk in any market environment. Diversification or asset allocation does not guarantee a profit nor protect against loss in any market.

Unless otherwise specified, all data is sourced from AIMHK. The information presented is for use as agreed between AlA International Limited and AIMHK. This document cannot, without our
consent, be reproduced, amended or circulated in whole or in part to policyholders and potential investors, for whatever purpose or reason. For the avoidance of doubt, this document must not
be used for sales presentation or illustration or like purposes. This document may only be used and/or received in accordance with the applicable laws in your jurisdiction. All investments
involve risks, and past performance shown is not indicative of future performance.

The documentis issued by AIMHK and has not been reviewed by the Securities and Futures Commission of Hong Kong.
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