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China Offshore Equities: Earnings Improvement Needed - Otherwise Just a Short-Lived FOMO Bounce

The recent rebound was “initiated” by fast overseas money and southbound inflow ... and then some FOMO money joined recently

«The rapid rebound in the offshore China equity markets started on 22nd April might have caught some investors off-guard given the absence
of verifiable development (mostly rumors + policy speculation) at the beginning of the rebound

«The rebound was triggered by eased Middle East tensions and more importantly online articles from the Chinese investment community
(aka. /IMESD): (1) the Chinese government will purchase unsold housing inventory in the market and announce supportive housing measures
around the Politburo Meeting; (2) regulators are reviewing a plan to waive the 20% tax on dividends from HK stocks bought via Stock Connect
«Initially the market was skeptical of the online articles given the high failure rate of such in the past - but southbound money and some fast
overseas money was apparently “convinced” this time and thus loaded up offshore Chinese stocks; and later some FOMO buying further
fueled the rebound - but pullbacks were again seen recently amid profit taking and JD/BABA’s CB issuance

History suggests earnings delivery/upgrade is key to sustain the rally, otherwise most likely some/all of the gains will be given back

«So far, we only see mild upward earnings revisions in MSCI China (c.1% in 4 weeks) and very limited upward revisions in Hang Seng Index
(<0.5% in 4 weeks) as:
o Major upward earnings revisions are concentrated in PDD (PDD US) and Kuaishou (1024 HK), which have c.4/1% weight in the MSCI
China Index but zero weight in Hang Seng Index
o Sticky earnings forecasts at major Chinese banks/insurers (c.20-25% of Hang Seng Index weight) due to flattish A-shares equity
markets, net interest margin pressure and still-constrained fiscal stimulus
«Looking ahead, we currently expect limited upward earnings revisions in the near term but will carefully reassess our judgement in June as it

is an important time window for major earnings revisions ahead of 1H results - and these are some early signals/catalysts to monitor:

o(1) PMI/Export for May - likely strong, but somewhat priced in by market; (2) stabilization in new home sales/price in coming weeks - highly
uncertain as investment demand remains lukewarm while demand from real end-users is gradually picking up; (3) 618 shopping festival
performance - on track so far but still 2 more weeks ahead; (4) any indications of further supportive policy rollouts around Third Plenary
Session in July

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.
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Global Hedge Funds and Southbound the Key Initial Force behind this Rally

° The key initial force behind this rally was Weekly Fund Flow into the Offshore China Market Cumulative Fund Flow into the Offshore China Market
fast overseas money (i.e. global hedge funds) (USS mn) Cumulative since Mar2021 _ = nds: H-shares + ADRS (USS bn)
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and southbound investors 5000  @SoUlibowdasiofWedneeday) Southbound (RHS)
. 8 —=Northbound (RHS) :gg
e  Overseas passive funds appear to be - 4 /-W\"’\_\ s
4,000
late-comers and just turned net buyers since ) =
. . 3,108 95
mid-May (net purchased US$15/169mn in 3000 2742 8 85
3 - 75
the week ended 8/15 May) e 65
. . 2,000 1,628 128 -16 55
e Overseas active funds have reduced their net 1260 e e - 20 45
. . 1,000 < 35
outflow but remained net sellers in 24 » 25
189) 194 15 169 -28 ;5
aggregate ° m - = - — w— 32 3
. . . . . -356 202200 220 5308 314 el ) E &8 &8 & § N : & 3
e Institutional investors’ China allocations e - § §§§ 8 8§ 88¢88¢§8§
Mar27  Apr3  Apri0  Apr17  Apr24  Mayi  May8 May1s 2 3 83 8 8 3 83 8§ %8 3 8 8 &

have increased but remain low vs. history
Source: Wind, FactSet, Bloomberg, EPFR, CICC

H-shares Short-selling Ratio - - e - - - e
Exhibit 23: Based on EPFR data, mutual funds globally in aggregate have 5.7% allocation in Exhibit 24: Asia/EM fund exposures have increased to 36-40th %-ile while Global/Global

~hSlindex:  ~—H-ehares short -seling fulnover (atio (SOMA, Hi3S) Chinese equities as of end-April, which represents 3rd percentile over the past decade ex-US funds have also raised their exposure in China, but remains low vs. history
37,000 25%
China allocations in active funds globally China weight/ net exposure in active funds
32,000 20% (includes GEM, AEJ, Global & Global ex-US funds, AUM: USS1tn) (percentile over the past decade)
e 15% Gloval Heage fnds m 14%
o 2%
27,000 15% 14% Mutual funds (globally) ™5 45
12%
AEJ fungs 2% .
22,000 10% 10%
T ——
&% - End Mar 2024
mEnd Mar
17,000 5% % 5.7% Global funds % Sty
(3th %dle) - pEnd Apr 2024
4% o Global ex-US funds 4% mEnd May 2024
12,000 + -~ - 0% 2% As of Apr 30, 2024; Percentile is 10-year 0% 10% 20% 30% 40% 50%
SES§sss8yyyNSE88888888 b s e e e R e il s China exposure (%-ile)
I BB EBEEEREEEREEEEREEEEREEREEEE g—gz g-—g-—g-—g-—grgﬁga gN gi&g& Note: Hedge fund data is based on GS Prime Services and represents S-yr %-ile given shorter history;
cE 5 >3 § s = S| e é ‘§ <>> c % > 2 § s c % > Mutual fund data is based on EPFR as of Apri-24 and shows 10-yr %-ile
gggﬂ zggg zggg zggg
Source: Wind, FactSet, B[oomberg, EPFR, CiCC Source: EPFR, MSCI, FactSet, Goldman Sachs Global Investment Research Source: EPFR, MSCI, FactSet, Goldman Sachs Global Investment Research, Goldman Sachs Prime Services

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.




INNOVEST ASSET MANAGEMENT LIMITED

\()\Jéﬁﬂiél‘%%ﬂﬁﬁﬁ&ﬁ]

History Suggests Earnings Delivery/Upgrade is Key to Sustain Rallies

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.

In the past 20 years, there were 23 episodes for

which MSCI China has delivered 20+% returns

(under 4 scenarios)

The initial 20% gains were typically driven by

valuation multiple expansion while whether the

rallies went further up generally depended on

earnings delivery/upgrade

In the “further 20+%” scenario (i.e. rallying

another 20% with <10% drawdown; or scenario

#1) happened 7 times out of 23, earnings were

raised by 10% on average to propel the rallies

o Do note that the spectacular rallies
happened during 2006-2007 and
2008-2009 were broken down into several
episodes, some of which fell into the
“ending with +ve return” and “falling
below starting point of rally within 6
months” scenarios (scenario #2 & 4)
o  But still, positive earnings revisions were

observed in most of those episodes

In summary, earnings delivery is indeed a key

element to sustain rallies

Rallies of MSCI China Index over the past 20 years classified into 4 scenarios and 23 episodes

Valuation | Earnings Growth |
Duration Duration Maximum g
of First from20% Further  ‘xmum PR R Y Ml 12m eps M EPS
StartDate  20%Date  coKDate  ohe T toem  Gainwithin DroWaoWn RECLAEE PRI Change  Clange
within 6m from 20% [PILA (20% to

Rally Peak 6m after
(Days) (Days) 20% Rally

First 20% to Peak i %
ikl Gon (First 20%) GRS S (First 20%) Peak)

2005-10-28  2006-01-09  2006-05-08 73 119 26% 1% 11.2x 16% 19% 4% 5%
o 2006-06-14  2006-08-14  2007-01-03 61 142 44% 2% 12.7x 20% 34% 0% 7%
IRV ST 2007-08-17  2007-08-27  2007-10-30 10 64 43% -12% 18.9x 25% 28% 1% 11%
REUALUTLEEN  2009-03-02  2009-03-26  2009-09-17 24 175 46% -5% 11.9x 28% 21% -3% 21%
Months™ 2016-12-23  2017-05-09  2017-11-09 137 184 29% 1% 12.6x 14% 12% 6% 16%
2020-03-19  2020-05-19  2020-11-09 61 174 29% 6% 12.8x 27% 21% 5% 7%

2022-10-31  2022-11-15  2023-01-27 15 73 25% 6% 9.9x 23% 19% 3% 5%

2007-03-05  2007-04-16  2007-10-15 42 182 81% -3% 16.4x 18% 46% 2% 24%

2008-10-27  2008-10-30  2009-04-15 3 167 32% -8% 7.8x 32% 65% 1% -20%

LN RS  2008-11-20  2008-12-08  2009-06-01 18 175 35% -16% 10.1x 34% 45% 5% 7%

o ROGEUC N 2010-05-25  2010-10-04  2010-11-08 132 35 9% 6% 12.6x 13% 6% 7% 3%
Months #¥ 2011-10-04  2011-10-26  2012-02-29 22 126 15% 6% 8.4x 24% 16% 2% 1%
2014-03-20  2014-09-03  2015-02-26 167 176 3% -10% 9.5x 18% 10% 3% 6%

2016-02-12  2016-04-13  2016-09-22 61 162 12% -9% 10.3x 25% 23% -3% -9%

Ending with 2011-11-25  2012-02-09  2012-02-29 76 20 2% -16% 9.5x 19% 3% 1% 1%
Negative Return 2012-09-05  2012-12-12  2013-01-22 98 41 7% 8% 10.0x 19% 4% 1% 2%

e PPN 2013-06-25  2013-09-10  2013-12-02 77 83 6% 9% 9.2x 19% 3% 2% 3%
a.n 2019-01-03  2019-02-25  2019-04-09 53 43 5% -13% 11.6x 22% 5% 0% 0%

2022-03-15  2022-03-17  2022-06-28 2 103 7% -12% 10.4x 21% 16% 0% 7%

(TN E: S0 2008-03-20  2008-04-07  2008-05-06 18 29 8% -40% 14.4x 21% 9% 2% -1%
PNV ELTIRNY  2014-10-16  2015-04-02  2015-04-27 168 25 16% -25% 10.8x 27% 16% 6% 0%

Rally within 6 2019-08-06  2020-01-02  2020-07-02 149 182 4% -20% 12.4x 19% 15% 1% -10%

o Months 2022-05-12  2022-06-27  2022-06-28 46 1 0% -36% 11.9x 24% 0% -2% 0%

m 20240122 2024-05-02 = 101 - = = 9.8X 24% - 1%

Average (20+% Further Rally)
Average (Ending with Positive Return)

Average (Ending with Negative Return)

Average (Falling Below Starting Point)

Note (1): Didn't experience a 10% drawdown before rallying for another 20%
Note (2): These episodes may exp da 10% before reaching their +8m peak

Note (3): Not included in the episodes where there was a 20+% further rally or index has fallen below starting point of the rally

Note (4): The prevailing macro and external challenges that China faces are more complicatedOthan in the previous cycles, the market reaction function could deviate significantly

Source: FactSet, MSCI, Goldman Sachs Global Investment Research
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MSCI China: Mild Upward Earnings Revision Driven by Internet Stocks

e Recent upward earnings revisions were primarily driven by Tencent, PDD, Trip.com and Kuaishou after they reported
stronger-than-expected 1Q results
e Based on their earnings trends and management guidance, earnings beats are likely to continue in 2Q for these stocks
e However, the key “structural” drags on overall index-level earnings remain sectors that are more closely-linked with real estate
(Materials, Real Estate) and those negatively affected by US sanctions (Healthcare, Technology) - earnings of which are highly
sensitive to government policies, which are rather unpredictable in terms of details and timing
MSCI China — Earnings Revisions (4 weeks) of Top 20 Constituents MSCI China — EPS and Share Price Trend (5 Years) MSCI China — EPS Trends
I A (RBEL) | FRE () 94 Suggested Charts + 9 Actions + 97) Edit + Line Chart 2024E Sector EPS revision, MSCI China (USD)
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Source: Bloomberg. Data as of 28 May 2024. Major earnings revisions are highlighted. Source: Bloomberg Source: FactSet, IBES, MSCI, Goldman Sachs
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Hang Seng Index: Earnings Still Stagnant In General

e In general, index earnings forecasts were stagnant over the past few weeks with major positive contributions from Tencent and

Xiaomi, which reported decent 1Q earnings; positive revisions were also observed in global banks/insurers, but only in the low

single-digit range

e The EPS cuts after 4Q23/1Q24 results release (early March 2024) seem unlikely to repeat for 2Q24 results release after government
tried to put a floor to the property sector by rolling out some easing measures in recent weeks, but the overall modest policy

strength shows such measures are mainly for “risk prevention” instead of reflating the bubble

HSI - Earnings Revisions (4 weeks) of Top 20 Constituents

[ — Fih (RBL) | FAE () |twBNRE (%) |iwdARE (%)
FY2
[ | -] -] [~ | -] -] -

700 HK TENCENT 35,646 17.0 152 6.1

5HK HSEC HOLDINGS PL 12921 6.8 72 24 20
9988 HK BABA-SW 15,360 96 85 -1.8 -1.4
3690 HK MEITUAN-W 7,395 216 15.1 0.1 0.1
1299 HK AlA 6,904 134 1Yy 1.6 22
939 HK CCB-H 14773 4.1 40 0.1 04
941 HK CHINA MOEILE 16,283 10.6 10.0 -0.8 -0.9
1398HK  1CBC-H 19,955 44 43 -0.8 22
388 HK HKEX 3497 284 272 0.1 -13
3988 HK ~ BANK OF CHINA-H 13393 47 47 09 0.0
1810 HK X1IAOMI CORP-W 4534 252 218 9.5 139
883 HK CNOOC 10,155 6.3 59 32

2318 HK PING AN 8,199 6 6 1.0 0.7
1211 HK BEYD COMPANY 6,321 162 134 02 1.0
9618 HK 1D-5W 3,605 10.1 9.1 04 -1.0
857 HK PETROCHINA-H 19879 82 7.8 -1.8 1.3
66Y HK TECHTRONIC IND 1,820 20.6 17.3 -0.3 0.1
3968 HK CM BANK-H 9420 59 5.6 -0.5 -0.8
2HK CLP HOLDINGS 1,666 135 129 0.6 0.3
386 HK SINOPEC CORP-H 8,150 85 8.1 0.5 0.3
2020 HK ANTA SPORTS 2481 179 16.3 -0.3 -0.2

Source: Bloomberg. Data as of 28 May 2024. Major earnings revisions are highlighted.

HSI - EPS and Share Price Trend (5 Years)
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Don’t Forget Market is Always Efficient in the End

China Offshore and HK: The flattish MSCI China Index performance since 2012 is well justified by the rangebound EPS; the

years-long correction in HSI after Covid lockdown was supported by EPS downtrend

China (MSCI China Index) Hong Kong (Hang Seng Index)
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Don’t Forget Market is Always Efficient in the End (Cont.)

Japan and US: These two developed markets reached all-time high helped by their exposure to growth sectors (industrial
automation) and technology (AI, semi equipment, etc.); Japan’s export was also helped by weakened JPY since 2021

Japan (MSCl Japan)
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Don’t Forget Market is Always Efficient in the End (Cont.)

Singapore and Malaysia: These two markets are weighed by their heavy exposure to banking/financials, low-growth sectors

(telcos, airlines, etc.) and limited exposure to technology; their EPS remain well below peak levels and so do index price levels

Singapore (MSCI Singapore)
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Malaysia (MSCI Malaysia)
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Long-term Views
Summary
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US Market Views: Slower QT ahead of US Election an Intentional Pivot

2017-2019 Taper Cycle implies bumpier road ahead amid valuation de-rating despite positive

earnings growth; Fed’s announcement on 1 May to slow QT starting on 1 June is likely an

intentional pivot due to election factor, which will potentially keep valuation elevated for longer,

in our view

Major

Fed entered phase 1 (Jun-Aug 2022) of this round of tapering cycle by shrinking its balance
sheet by a cap of $47.5bn per month and we are now in phase 2 (since Sep 2022), with the
amount increased to $95bn per month; but then in the May FOMC, the Fed announced to slow
QT size to $60bn per month starting on 1 June 2024

In the 2017-2019 Taper Cycle, S&P 500’s 12-month forward P/E de-rated from c.18x to c.14x at
one point and recovered to the pre-taper level only after Fed’s sharp policy U-Turn in late 2019

A D Cl Cl OTa Y Cl Cl », O .

tapering—eyeleeontinttes: The

potentially keep the overall market valuation elevated for longer - likely to facilitate re-election

slower QT, coupled with resilient near-term earnings, will

of Joe Biden, in our view

While valuation may stay at an elevated level for longer (potentially till November election) due
to Fed’s intentional pivot, we continue to believe S&P 500 Index’s 2024E P/E of 22x (above LT
ave. of 15.7x) is not compelling enough to us amid: (1) slowing but still elevated inflation; (2)
geopolitical tensions between global super-powers; (3) US economic growth slowdown
Strategy: Stay relatively defensive and nimble; shift some allocation to liquid Gold ETF (e.g.
GLD US) or physical gold trust (e.g. PHYS US); cautious on unprofitable Tech with high
valuation; prefer IG vs HY in USD markets; gradually increase overall investment portfolio
duration to capture peaking market interest rates

changes vs previous views are highlighted in RED

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.

9

8

3

Fed balance sheet to shrink: a year-long progress

Trillions of dollars Fed Balance Sheet Size Trillions of dollars

|Ramp-up

period Ramp-down

period

!
f

$6.3tnin
2025Q2

Actual Size, Forecast Based on GS Runoff Estimates
e Equilibrium Size, GS Estimate

Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25 Jan-26 Jul-26

S&P 500 earnings yield gap below LT average

14 12

S&P 500 FY2 earnings yield
US 10-year TIPS yield

1
e Gap (RHS)

10 i - = Average gap since 1990 (RHS)

90 95 00 05 10 15 20

Source: Basis Asset Management, Bloomberg, Goldman Sachs
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China Market Views: Taming Big Grey Rhinos Takes TIME

LGFYV debt and property sector are regarded as two big gray rhinos given their importance to the economy,
asset markets and banking system

Top-level decision makers have taken a piecemeal approach thus far (Rmb1trn local debt swap program,
city-level housing policy easing, etc.), which suggests a gradual pace of deleveraging and longer drag on
economic recovery

Unless policymakers turn to a “bazooka-style” approach (which we see unlikely at present given the scale of
the problems and challenging geopolitical/economic conditions), we see no quick fix to the problems and the
deleveraging processes could take another few years

We expect the overall government policy direction to remain “To Hold Without Lifting; Stability First” FE 17 2
, T8F 2% 55 which means stimulus or policy easing will only kick in when instability appears in the economy
or financial markets

We thus expect China/HK equity market major direction to remain range-bound with downside cushioned by
cautious government support but upside capped by continued deleveraging efforts, unless we see turns in
policy direction and/or improvement in geopolitical/economic conditions
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BofAML Investment Clock Framework

Putting US/China Economic Cycle Into Perpspective

nflation Rises

4

US Economic Cycle is in the late “stagflation” phase (i.e. "Overheat"

slowing growth and falling inflation) and China in the late
“reflation” phase (but can be swung by policies), in our view

"Recovery"

Our base case is a mild US recession to take place around

2Q24; US corporate earnings momentum will weaken further in

coming months as impact from the rapid interest rate hikes to ripple
through the economy; expect US HY default risks to rise

Stocks Commodities
Cyclical Cyclical
Growth Value

Cash
Defensive Defensive

Growth Value

Our Recommendations:

« Equity: Stay very cautious on loss-making companies with poor
cashflow/balance sheet as global interest rate remains elevated
« Credit: Overweight IG vs. HY in the USD markets (IG ETF:
LQD US); for investors with heavy US equity market exposure,
increase US IG credit exposure by cutting equities m on Fallk |
. Asset Allocation: Reiterating our prudent stance; suggest P

maintaining some gold allocation on a 3-6 months horizon to

"Reflation" "Stagflation”

Source: BofAML, Basis AM US has moved further to the very-late
hedge US recession risks in around 2Q24 stage in “stagflation”, in our view

China is likely at this point; however it can

Major changes versus previous views are highlighted in RED
be heavily swung by China policies
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Short-term (1 month) Views
Summary

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.



\(\\%ﬁﬂ’é%%@ﬁﬁﬂﬁﬂ

) INNOVEST ASSET MANAGEMENT LIMITED

June: Consolidation as Market Awaits Further Signals to Decide Next Direction

Hang Seng Index (HSI) had another roller-coaster ride in May. In the first 3 weeks of the month, the rally since 22 April extended to push
HSI to a 9-month high of 19,706 (c.23% return in a month, which fulfilled the “bull market” definition to some investors). But then the market
retreated c.7% in the past week after earnings miss from Li Auto and CB issuance from JD/BABA weighed on investors optimism. Furthermore,
the size of the initial re-lending scheme (Rmb300bn, which can be leveraged up to Rmb500bn) for local governments to buy unsold homes also

slightly disappointed the investment community as it is widely expected that Rmb1-1.5trn is needed in a year to absorb housing inventory.

Although the scheme size might still be increased later, this cautious move suggests policy delivery remains piecemeal. For June, we
expect a consolidation in the 18,000 - 19,000 range as: (1) market/government takes time to observe real impact from housing policy relaxation; (2)
history suggests earnings upgrades are usually needed to extend a 20+% rally or some of the gains would be given back - and we see limited
upward earnings momentum at this point. Having said that, we will be constantly reassessing our judgement in June as it is an important time
window for major earnings revisions ahead of 1H results and that global active funds’ China allocation remains low. PMI, trade data, industrial
production, 618 online sales campaign performance and new home sales volume/price will be the most important early signals that we will be
monitoring closely in June. Policy signals (especially towards housing sector and private enterprises FC{B3£, given that these two are the major

“pain points” for the economy) ahead of the important Third Plenary Session in July are also key in setting the next market direction.
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Summary of Upcoming Major Events

7 June US - Job data
*Nonfarm payrolls are expected to rise to 200k+ (vs. 175k in April)
*Will unemployment rate hit 4% for the first time since Jan 20227 But market consensus points to 3.9%

12 June UsS - CPI
*Will the downtick in core CPI continue?

13 June US — FOMC Meeting
*Will Powell stay dovish? Or another expected hawkish pivot?

21 June US — Existing Home Sales
Will it stay weak amid rising mortgage rate?

31 May -5 June CH-PMI
Will PMI stay strong and above 50 across the board?

7 June CH - Export Data
Can the strength sustain into May?

20 June CH - Loan Prime Rate (LPR)
Any reduction?

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.
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11A308-128128 RAEARELXS (COP2S) % 2REPEBAR, BRI LR
. 128148 BARTFIHEL] XERRITRHREES
Major Events for 2024 125148 FOMCIL B 2% %N TFLRADEFROLH
128 hREA B RERFHEEN
128 hREF T LM EM023EZHT Y, BEHAUELHFTH
20245
1A 18X HRS —RARLEETE
\BES wEHE XEEARSOBESE
Key things to monitor: 1815818 198 AR R XEERERGRE R LORX AT
2818 FOMCi 83 %3ERF LA FBOLE
. . . ) 28 HERTNBESNFEXHHRRTRE EB0BEMEE HHHEMNR, BEREEHRETE
e Housing and economic policies during the e ey e ————
Third Plenary Meeting in China 3R o 5 1 B B8 202348 M M BB AT R 85 EEEEHBERMR, BERRMBHEETH
38 OECDA 7 7 Hith %L REFH TN
38218 FOMCIX 821X AN FLRADRFBOLN
WES MR T NRIE02UE S XEEGAEES LORXRE
48 thRBA R 2 %R FHEEN
e Tlmlng of first rate cut by Fed and ECB 5828 FOMCiY 823 EAMFLREDIMTEHTN
58 HERTE—FEHTHRERTRE ER—FESHEANR, BERREHERALHE
68138 FOMCil & 21 %X FLRADEFBOLE
78 R 2 %R FHAER
e US Presidential Election 7826888 118 BERES %X LNYS
8818 FOMCIX 8421 %N FLRADRFROLN
O  Market widely expecting Trump to return 88 FERTE-FEEDHEERTRE ER-FREEDERNR, BERREDHEETH
o Poll suggests Trump will win 98198 FOMCil 8 2% AN TFLRADEFBOYE
11858 EESGEAS EREBBEL
O  Trump victory will likely introduce higher policy 11E88 FOMCIL B 2% LN TF LA TB N T
uncertainties 1A hERITEE T B KT BERITRE ERZFEEHERANR, BERREHRATHE
1A G20M £ 7 B KA AT %EMLNE
128198 FOMCIL 8 21 XENFRRADRFBOLN
12A hREHBE %R FHEEN
128 hREF TS ER204ERHYB, BRABESH TN
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Election Calendar for 2024

Number of Countries
40 (21% of Global)

Population
3.2bn (41% of Global)

GDP
$44.2bn (42% of Global)

2024 Election events that could most impact APAC trading and market structure

0 el e i S

15th-17th 6th-gth 16" & 25th 1" & 9th By Jan 28,
Tolwan Pnldsun Russia S. Korea Apnl/May EU USA USA USA Election 2025
(Presidency, (National (Presidency) (Natlonal India (Parliament) Presidential Presidential (Presidency, UK
Legislative Assembly) Assembly) (House of Debates Debates Senate and (House of
Yuan) 31st The People) House of Rep.) Commons)
14 Ukraine

Indonesia  (Presidency
(Presidency, = may not

Reg Rep. occur due
Council, to martial
House of law)
Rep.)

Countries with an election in 2024, by democracy score

US, November 5th Domestic Britain A win for Labour could

Authoritarian Hybrid Democracies Elections not fully politics are likely to remain painfully see the Conservatives unravel, but
regimes regimes Flawed  Full free and fair polarised, but who wins matters will also expose Labour’s schisms.
e o ‘ | © @ @ @) greatly for foreign policy.

1 2 3 4 5 6 7 8+

South Africa The ANC may fall short
Mexico, July Morena's re-election of a majority, which would be a political 3
as ruling party is almost assured, earthquake weakening president y ~._ United States
and Mexico will have a woman Cyril Ramaphosa. g O\
president for the first time.
Britain

i India
Bangladesh | 1.4b lati
s .4bn population

Pakistan, February The increasingly
unpopular Pakistan Muslim League

(Nawaz) will probably retain power India, April-May In elections to

with the help of the military. determine who rules over 1.4bn people,
Narendra Modi's BJP is seeking a third *European Parliament elections
consecutive term. tMunicipal elections

Source: The Economist, JP Morgan
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Contact information

For additional information please contact:

Sam Lau

SamLau@basisamhk.com
+852 3701-0312

Cyrus Chong

CyrusChong@basisamhk.com

+852 3701-0306

Rio Wang

RioWang@basisamhk.com
+852 3701-0305

Kelvin Chan

KelvinChan@basisamhk.com
+852 3701-0303

Hermia Chan

HermiaChan@basisamhk.com
+852 3701-0307
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Weaker Global Growth and Tighter Financial Conditions in Most

Economics

GDP growth (%)

Global
us
China

Euroarea

Policy rates (%)

us
Euroarea
China
Japan

% Chg
30

20 k\
10
| AV

2024
GS Cons. GS Cons.
(Q4/Q4) (Q4/Q4) (CY) (CY)
28 - 27 26
24 16 28 24
47 47 5.0 49
14 1.2 08 0.7
2024
GS Mkt.
4.88 4.91
325 3.26
1.70 1.85
0.13 0.36
Global

21

2025

GS
(CY)

27
22
42
14

2025

GS

3.88
225
1.70
063

2024:
2.1
*

Cons.
(CY)

26
18
45
14

Mkt.

4.36
283

0.52

2025:
2.7

e Current Activity Indicator (mo, ann )

Historical GDP (yoy)
Q12024 GDP (yoy)

=== GS Q22024 GDP Estimate (yoy)

22

23

24

25

26

-20

-30

Markets
Interest rates
10Yr (%) Last E2024 E2025 FX Last
us 443 425 410 EURS 1.08
Germany 249 225 200 GBP/$ 127
Japan 1.00 1.256 180 $/PY 156
UK 417 375 3.75 $/CNY 722
o Credit
Commodities Last 3m 12m
(bp) Last
Crude Oil, Brent ($/bbl) 82 87 82
Nat Gas, NYMEX ($/mmBtu) 284 270 400 USD IG 87
Nat Gas, TTF (EURMWh) 3464 30 32 HY 300
Copper ($/mt) 10,295 10,500 13,000 EUR IG 121
Gold ($/troy oz) 2,408 2,600 2,700 HY 328
% Chg us %Cho.
20 30
20 20
10 2024: 2025: 10
WA, 2.8 2.2 Mo~
- " -- *
o g  : NS A ’ o d 0

e Current Activity Indicator (mo, ann.)
Historical GDP (yoy)
Q12024 GDP (yoy)
- == GS Q2 2024 GDP Estimate (yoy) 230

22

Source: Basis Asset Management, Bloomberg, Goldman Sachs. Data as of 24 May 2024.
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3m

1.0
1.24
155
7.30

1H24

89
297
121
341

20

L] L]
Major Economies
E2024 E2025
12m  S&P 500
GS Cons. GS Cons.
1.08 Price 5,200 - - -
128 EPS $241 $244 $256 $278
150  Growth 8% 10% 6% 14%
7.20
024 025
2H24 Consumer 202 202
CPI Unemp. cPI Unemp.
(%, yoy) Rate (%, yoy) Rate
90 us 33 38 27 37
291 Euro area 24 6.7 21 6.7
120 China 04 - 15 -
336
China % Chg
30
20
A 2024: 2025
5.0 4.2
\[\V/\‘ [\ e T B
NN e
-10
w— Current Activity Indicator (mo, ann.) -20
Historical GDP (yoy)
Q12024 GDP (yoy)
=== GS Q22024 GDP Estimate (yoy) -30
21 22 23 24 25 26 19 20

Equities

Returns (%)

S&P 500
MXAPJ
Topix
STOXX 600

Qi
43

12m YTD
2 11.3
2 75
6 167
4 88
Wage Tracker

2024 (%)
Q2 Q3

Euroarea

21 22

E2024 PIE

22.2x
14.7x
16.1x
14.3x

2025:
14

* *

— Current Activity Indicator (mo, ann.)

Historical GDP (yoy)

Q12024 GDP (yoy)
=== GS Q22024 GDP Estimate (yoy)
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24

25 26
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US Equity Valuations to De-rate and Value to Outperform Growth During Fed Rate Hike

Equity valuations de-rated on average during Fed rate hike cycles
S&P 500 12-month forward P/E ratios (trailing P/E before 1985)

110
105
100
95
90
85 25th/75th Percentile
Average
80 ——— Average before the '90s
- Average since the '90s
75
-12m -6m Om 6m 12m 18m 24m

Start of hiking cycle

Source: Basis Asset Management, Bloomberg, Goldman Sachs
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Cycles

Value has eventually outperformed growth during Fed rate hike cycles
S&P 500 12-month forward P/E ratios (trailing P/E before 1985)

130 25th/75th Percentile
Average

——— Average before the '90s
-~ Average since the '90s

120

110

100

90

-12m -6m Om 6m 12m 18m 24m
Start of hiking cycle
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