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Private Credit
A double edged sword - Use it wisely
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INNOVEST ASSET MANAGEMENT LIMITED
What is private Credit?
* Private Credit is a credit investment negotiated outside of the public markets and are typically NOT traded in public markets

* Based on historical returns and volatility data compiled by Marquette Associates, the Private Credit asset class generated higher returns than traditional
fixed income assets (e.g. high yields, bank loans, investment grade bonds) but also higher volatility

* Private Credit covers a wide spectrum - of which Direct Lending accounts for over half of the private credit market

Historical Returns
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Spectacular Growth in Market Size

U.S. Bank Consolidation
e US Bank consolidation and increased bank regulations following the

Great Financial Crisis in 2008 have led to reduced appetite for illiquid Pre-Crisis Shedis iiels ;',j;;‘f{j‘é‘;?;‘:;‘;':’m“ Maraeed Base ot
assets from banks i 2008-2012 2013+ Present Day

. . . . Bank consolidation over past decades’
* The low interest rate and ample liquidity environment since 2008 has

also encouraged affluent and institutional investors to enter the private BM‘,';:‘;.'.‘.‘_‘,'“,,::“ i gg\gﬁ‘gc‘g
credit market given the higher yields offered

Continental Illinois Security Pacific Bank Manufacturers Foothills Capital Corp.

Nations Bank Merchants Bank Hanover First Interstate Bank
Sovran Bank NCNB First Chicago South Trust
H H BankBoston Summit Bank BankOne First Union

* Asset managers packaged the asset class to the general public using P U RS ek e o
Business Development Companies (BDCs), some of which are listed and Barnett Bank Bank of New England Wratgmriiea Weshowte |
S { wes
aCﬁvely traded on NYSE 1. Source: Ares. For illustrative purposes only.

US Below-Investment-Grade Credit Market

Banks represent a dwindling share of U.S. . . . . _
$3.8T hary conimeiclalions B dance Forcast: The Private Credit (Debt) AUM, is expected to reach $3.5T by year-end 2028
Assets Under Management
of total ratkat Bank Issuance [l Non-Bank Issuance $4,000
oo ———— ———————  — Bl N
= $3,5 B Unrealised Value  [l| Dry Powder Forecast AUM
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of total market Source: BlackRock
8% — $1,500
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30% $1,000
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M Private Credit Leveraged Loans M High Yield
Source: Bloomberg, Pregin Source: Ares, S&P Source: BlackRock
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Comparison of commercial & industrial loan structures
Direct Lending

Unitranche*
Bank Loans First Lien Second Lien Mezzanine High Yield Bonds
Coupon Payments Floating Floating Floating Fixed Fixed

3.5-4.5% floating over
SOFR (-5% today)

5.0-6.0% floating
over SOFR (-5%
today)

6.0-8.0% floating
over SOFR (-5%
today)

12.0-15.0% fixed
(may have a PIK
component)

7.0-10.0% fixed
(may have a PIK
component)

Security Secured: first lien on Secured; first lien Secured; second Subordinated Subordinated
assets on assets lien on assets

Liquidity Fairly liquid llliquid lliquid lliquid Typically liquid

Covenants Loose or no covenants  Highly negotiated Highly negotiated covenants, including Typically incurrance

maintenance/incurrance covenants, but
takes a back seat to IL covenants

covenants, I-2 at the
moment, including
maintenance/

(depends on what
market will bear)

covenants only

incurrance
covenants
Stated Maturity 5-6 years 5-7 years 5-7 years 5-7 years 7-10 years
Prepayment Terms  Par Par-3$103 Par- $1.03 Often 2-yr non-call,  Often 3-5-yr non-call
then at premium
Closing Fees / 1-3% goes to banks 1-3% 2-5% 2-5% 1-2%
Discount (“0OID™)
Equity No Not generally Yes, potential upside through equity No

co-investments or warrants

Source: Ares
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Comparison of commercial & industrial loan structures (Cont.)

Bank Loans

Direct Lending

Unitranche*

First Lien Second Lien Mezzanine

High Yield Bonds

Due Diligence (DD)

Control

Board Rights

Information

Intensive DD by lead
investors; syndicate
access to diligence

may be more limited

Limited to no control
over deal structure
and terms; risk of large
group of investors who
may have misaligned
interest in downside
scenario

No

Variable

Intensive, including full access to management, 3rd-party
accounting reviews

Generally sole lender or part of small group of investors, giving
lenders more control over structure, terms, documentation,
amendments and work-out situations; benefit from position of
incumbency for follow-on investments

May have board
observer seats

May have board observer seats or board
seats

Typically access to robust financial packages and frequent
contact with management teams

*Unitranche is a loan structure that combines senior and subordinated debt into one loan.

Source: Ares
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Strong Historical performance vs. Traditional Credit Segments

e Private credit has outperformed traditional credit segments (e.g. high yield bonds, leveraged loans)
e Only 1 year of negative return (-6.5% in 2008) and strong performance vs. traditional credits during 2005-2023, according to Cliffwater data

e But note that most private credit debts are illiquid and not always marked to market - which make them more resilient in market downturns

Annual returns of Fixed Income Key Indices Ranked in Order of Performance (2016-2023) Calendar Year Return Comparison: 2005-2024
Total Return clitfates
Aggregate Direct Morningstar
Lendi Bloombe LSTAUS Bloombe
2016 2017 2018 2019 2020 2021 2022 2023 Performance Sheias Ind;:g High Yie,'dg (siaragsd Aggmga{f
17.1% 10.4% 8 1% 14.3% 12 8% 6 3% 14.0% 9 2% Year (coLn) Bond Index Loanindex Bond Index
US High Yield  Global High ERIEICAa = US High Yield Private Credit | Private Credit [KellsbEINZIEG] Private Credit 2005 101% 27% 51% 24%
Yield Yield 2006 137% 1.9% 67% 4.3% A e

2007 102% 19% 21% 7.0% But un’,ke pUb’,C
143% R0 0.4% 12.6% 53% -0.8% 13.4% 6.1% ron _esk ey g s credits, it is hard
Global High ~ RZAVEIENEEENM US Leveraged Global High US High Yield ' US Leveraged US High Yield  US High Yield 2 ! 2 L 2 .
Yield Loans Yield Loans 2010 158% 15.1% 10.1% 66% for n veStor S to

201 98% 50% 15% 7.9% have direCt market
NP7 7.5%  [0:0% N EXL2 52% -11.2% 13.3% 5.4% :
EVEICHEEGl US High Yield ZIEICHEEGIE US High Yield US Leveraged  US High Yield USLeveraged  US Leveraged 2013 e LN 5% 53% 2 0% access to priva te

de Loans Loans Loans 2014 96% 25% 16% 5.9% .

eos s asx | om | oex credits...
10.2% 7.0% 1.0% -12.7% [PXIAN 4.9%
US Leveraged Global High Global High Global High Private Credit el ERET=] 2017 86% 7.5% 41% 36%
Loans Yield Yield Yield Yield 2018 81% -21% 05% 00%

2019 9.0% 14.2% 87% 87%

... Which gives rise

41% -21% 8.6% [0

‘ 2020 55% 7% 31% 75%
US Leveraged US High Yield US Leveraged EiEleNaEhis 2021 U 53% 52% EIo% to investment
Loans Loans 2022 63% -1.2% 08% -13.0% .
2003 @ wex  wax  sox vehicles called
-41% 3.1% 10Years  8.8% 46% 4.4% 18% Business
Global High US Leveraged Inception 9.5% 6.4% 4.8% 3.1%
Yield Loans Development

Source: Cliffwater. Blue highlights show the best performing of the
four indexes for a given year, while tan highlights are our own and

.
notate negative absolute return years. All returns are gross total Compan,es (BDCS)

returns. Past performance is not an indicator of future returns.

Source: Morningstar, Cliffwater. As of 31 December 2023.
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BDCs: Publicly-Listed/ Private Vehicles for Access to Private Credit Assets

* A Business Development Company (BDC) can be regarded as a wrapper or vehicle for investors to access ownership in a diversified pool of private
credit assets

* A BDC is a closed-end investment company, created by Congress through an amendment to the Investment Company Act of 1940 under
Section 54 called the Small Business Investment Incentive Act of 1980

* BDCs can be publicly-listed or private - ¢.40% of BDCs are publicly-listed by gross assets and debt assets represent >90% of asset allocations

Publicly listed and private BDC gross assets Aggregate BDC allocations by asset class
BDC Asset Mix
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Source: LSEG Data and Analytics, BDC Collateral, Goldman Sachs
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Publicly-listed BDCs: For the Retail Market

Publicly-listed Business Development Companies (BDCs) are suitable for investors seeking exposure to the Private Credit market without sacrificing liquidity
needs as BDCs are publicly traded securities with decent secondary market liquidity in most cases

Risks: (1) Many BDCs use leverage to boost yields; (2) BDCs may see big declines during major economic downturns (e.g. Covid) (3) Many underlying credit assets are
not rated by third parties, unlike public credits which typically have credit ratings from rating agencies (e.g. S&P, Fitch); (4) BDCs may trade at premium/discount to
NAVs and are typically more volatile than the underlying private credit assets; (5) Many charges hefty fees (base fee + performance fee);

BDCs offer higher yields Market capitalization of BDCs
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Publicly-listed BDCs: Decent LT Returns But Poor Performance in Economic Downturns

Publicly-listed BDCs generated c.8% total return (annualized) over the past 10 years - but the path was very bumpy with c.40-50% corrections during major
economic downturns (2008 GFC, 2020 Covid lockdown)

Gearing at BDCs and lack of liquidity for underlying private credit assets amplified BDCs’ price declines during market downturns

BDCs’ total returns vs. traditional credits (10 years) BDCs performed badly in economic downturns
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KPI of selected Publically-Listed BDCs

Exhibit 2 - Year to Date Total Returns
S&P500 in blue. Dotted line is BDC average.
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Exhibit 5 - Annual Earnings Impact of Each 100bps Rate Cut
Adjusted for incentive fee reductions.
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Exhibit 3 - Dividend Yields (Annualized MRQ Base Dividend)
Blue represents companies with >$1.58 market cap.
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Exhibit 6 - Annual Base Management Fee, % of Non-Cash Assets
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KPI of selected Publically-Listed BDCs (Cont.)

Exhibit 7 - Annualized Incentive Fee Hurdle Rate Exhibit 10 - Debt to Equity Comparison
Represents the annualized hurdle rate of return after which management earns incentive fees (usually a 100%
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Tracking the two E’s

Economy: Recession or soft landing
Election: Harris or Trump
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US Economic Conditions

e Betting odds suggest a rather meaningful lead by Harris over Trump - 7.7% higher chance of winning

¢ In terms of poll results, Harris continues to maintain her lead over Trump - currently leads by 2.2%

Citi Economic Surprise Index - United States Conference Board US Leading Index (% YoY)
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US Presidential Election

e  Citi US Economic Surprise Index rebounded in recent weeks (but still in negative territory), which signals slowdown likely continued at a moderate pace

*  Conference Board US Leading Index marginally improved (but still in negative territory), which suggests slowdown likely continued at a moderate pace

BETTING 0DDS HARRIS TRUMP
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October: Policy Combo + Earnings Improvement = A Solid Floor is Set

Recap of previous month:
For September, Hang Seng Index (HSI) staged a spectacular V-shaped rebound and broke through the 21,000 level. The ¢.18% monthly gain is the
strongest monthly return since November 2022, when China reopened after a prolonged Covid lockdown. The rally was driven by the bigger-than- expected US policy rate cut of

50bps and a package of policy stimulus measures announced by China.

Our view for the coming month:
Fundamentally: As we highlighted in our previous monthly report, HSI earnings have clearly improved, driven largely by internet, hardware, commodities companies. With the

“policy put” in place and less hostile industry regulation environment, overall earnings is expected to remain at least stable in the near term, in our view.

Technically: We believe the sensitive timing (quarter-end) and very crowded trade status (Short/UW China is a very consensus trade) have amplified the FOMO sentiment and

short-squeeze. Coupled with improved fundamentals and policy strength, HSI has reached an extremely overbought level with RSI = 88, which is pretty much a 3-4 sigma tail event.

Conclusion: We believe a solid floor for HSI has been established given the stronger-than-expected policy combo and earnings improvement since 2Q results. We believe the
near-term resistance level for HSI in this round of rally is around 20,848 (9.50 x 2,194), which is c.1% below current index level. 9.5x is the 12-month forward P/E reached in May 2024.
And 2,194 is the 12-month forward consensus EPS. Given the extremely overbought situation, we believe some near-term correction is likely, which will give opportunities for

selective dip-buying in high-quality names.

Can we go higher? The post-reopening peak P/E was 12.06x, which implies a target level of 26,449 based simply on valuation multiple expansion without EPS upgrades. But to get

there, we need to see incoming high-frequency data to show improvement in coming weeks. This is pretty much the blue-case scenario and firm improvement is needed.

Other key events to watch for in the coming month: (1) Consumption/Retail/New Home sales performance during the week-long National Day Holiday;
(2) 3Q results and 4Q guidance from Chinese companies; (3) Announcement on size of special sovereign bonds issuance this year (market expectation is 2 trillion yuan)

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.
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October: Policy Combo + Earnings Improvement = A Solid Floor is Set (Cont.)
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4 FRelds/Securities ¥ Options

¢<Add a Security>

10.50 HSI Index

7) Browse

9 Fields
Price
Price Earnings Ratio (P/E)

2 BEst P/E Ratio .
Relative P/E Ratio
Price to Book Ratio
Price/EBITDA
Price to Free Cash Flow

Price to Sales Ratio
7 BEst EPS v

Single Panel
Panel Per Field
O Panel Per Security
Drag and drop lines to customize.
v
High 2.19k on 09/30/2024
Low 2.01k on 11/03/2022
Average 2.11k
Median 2.12k

Policies announced by the government so far could raise GDP by 40bp

Easing measures D amact
(bp)
50bp RRR cut (and another 25bp by year-end) 16
20bp policyrate cut 4
Announced by the
PBOC on Sep 24 50bp mortgage rate cut for existing borrowers 10
10pp cut to second-home buyer downpayments
RMB800bN to support equity market
Sub-total 40
Reported (but |RMB1tn CGSB for bank recapitalization unclear
unconfirmed)in |RMB1tn CGSB for consumption 40
the media RMB1tn local government refinancing bonds 2

Note: We assume a fiscal multiplier or 0.5 for central government spending. Impact of bank
recapitalization is unclear because it depends on whether it boosts new lending.

Source: Goldman Sachs
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October: Policy Combo + Earnings Improvement = A Solid Floor is Set (Cont.)

Net allocation: China (Onshore + OffShOre) China allocations in active funds globally

_— (Includes GEM, AEJ, Global & Glodal ex-US funds, AUM. US$1. 1tn)
16% 150
§ 14%
= 14% ‘
= 12%
3‘12%— 10%
o
© 10% 8%
‘6 66'
» 51%
% 8% o | Basedon 0% of funds in full universe with earty 93 “g;nq_c“e]
= 4% | reporting as of Aug 31, 2024 10-year percentiie 3.0% 179 /
@ 6% ,
o 2020 2021 2022 2023 2024 o P o O L TR T X R DR
o R [ | P [ N e TR = Cex e = lem ew . wm N 0N KM A N
Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul :» g g g g ;;,» ;g i; § §' f%' :‘?»
China Net MV ------ Latest Level

Dotted black lines denote 10', 50" and 90" percentile levels

15% PGS Rosc Cilviata Equiuiat Chart 13: "Long Magnificent 7" remains the most crowded trade
What do you think is currently the most crowded trade?

@ 10%

§ 5% Long Magnificentt 7 stocks

: oo [

o

&

= -5% Long Goid -

; -10%

< Long 2-year US bonds

= "19%7 wSep-24
E -20% Long Corporate Bonds mAug-24
=

o
= -25% Short Japanese yen Juk24
° —
S 30%2023 2024 0 o 20 30 4 S 6

T T T T T T

e Apr Jul Oct Jan Apr Jul Oct

Source: Goldman Sachs Source: Goldman Sachs, BofAML

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.
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October: Policy Combo + Earnings Improvement = A Solid Floor is Set (Cont.)

* Inthe past 3 policy-driven rallies since 2022, MSCI China Index rebounded 4 to 16% in the next month and -5 to 23% in the next three months

* The initial market response is typically positive in the first month due to knee-jerk effect and then the market will carefully judge the effectiveness of
policies before deciding the next major direction - pulled back two times out of three

Exhibit 2: Chinese equities responded positively to the policy news

MSCI China Price Index (LOC, Rebased) Reopening  Nine Measures Apr Politburo Latest
140 Nov 11,2022 Apr 12,2024 Apr 30,2024 Sep 24, 2024
MXCN CSI300 MXCN CSI300 MXCN CSI300 MXCN CSI300
: 20% - % 7% 2% -
130 eonedinn Riise Rl aneven 3M  [2 12% | 5% o 16% 12% 2% 8%
= - - 0, = 0, £
= (0=11/11/2022) (0=4/12/2024) ™M | 4% 1% 0% 3% 7% 2% 1% 3%
-7D 2% 2% 2% -2% 5% 3% 3% 2%
110 =0 8% 3% 2% 1% | -1% -1% 4% 4%
—_ +7D 4% 0% -2% 2% 4% 2%
_ +1IM | 16% 6% 12% 5% 4% 0%
Apr Politburo
90 (0=4/12/2024) +3M | : . 8% 9% 0% 5% 7%
Curront = _
(0_.._9/24/2024) Note (1 )Z MXCN = MSCI China Index
80 Note (2): Performance prior to the event excludes t=0 day return
-3M -2M -1M 0 +1M +2M +3M

Source: FactSet, MSCI, Wind, Data compiled by Goldman Sachs Global Investment Research

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.
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Summary of Upcoming major events

Date Events

US - PMI and ISM data

3 Octob . . - .
cober * Meaningful slowdown will re-ignite recession fear
US - Job data
4 Octob . .
ctober * Unemployment rate is the key - Any surprises?
10 Octob US - CPI
ctober *  Will the downtick in core CPI continue?
US - Retail Sales
17 October . .
* |s consumption still robust?
30 September CH - PMI
Will the divergence between official/Caixin PMI continue? Any further deterioration in the official PMI?
14 October CH - Export Data
Any slowdown?
21 October CH - Loan Prime Rate (LPR)

Any rate cuts to stimulate the economy?

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

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

The slower QT, coupled with resilient near-term earnings, will potentially keep the overall market
valuation elevated for longer - likely to facilitate re-election 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

Major changes vs previous views are highlighted in RED

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

Fed balance sheet to shrink: a year-long progress

Trillions of dollars Fed Balance Sheet Size Trillions of dollars
95 X

8 - Ramp-up
period Ramp-down
period

76 l L
T, o

51 202502

4 4 Actual Size, Forecast Based on GS Runoff Estimates
= Equilibrium Size, GS Estimate

3 T T T T - T T T v
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 S&P 500 FY2 eamings yield 12

US 10-year TIPS yield
Gap (RHS)
10 af! - = Average gap since 1990 (RHS)

12

90 95 00 05 10 15 20

Source: Basis Asset Management, Bloomberg, Goldman
Sachs

9
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US Market Views: Slower QT ahead of US Election an Intentional Pivot

*LGFV 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” $EMF 2, FaF 5k, 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

Major changes vs previous views are highlighted in RED
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Putting US/ China Economic Cycles into Perspective BofAML Investment Clock
Framework

e US Economic Cycle is in the late “stagflation” phase (i.e. slowing growth and falling
inflation) and China in the late “reflation” phase (but can be swung by policies), in

our view

"Recovery" "Overheat"

e Our base case is a mild US recession to take place around 4Q24; 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

torise

.‘!\Al‘l_

Stocks Commodities =
Cyclical Cyclical A
Growth Value

=

ny

Bonds Cash )
Defensive Defensive 7

Growth Value

Growth Re
Growt

* Our Recommendations:

— Equity: Stay very cautious on loss-making companies with poor
cashflow/balance sheet as global interest rate remains elevated

"Stagflation”

"Reflation"

— 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

Inflatio

US has moved further to the
very-late
stage in “stagflation”, in our view

Source: BofAML, Basis AM

— Asset Allocation: Reiterating our prudent stance; suggest maintaining some

gold allocation on a 3-6 months horizon to hedge US recession risks in around China is likely at this point: however it
4Q24 can be heavily swung by China
policies

Major changes versus previous views are highlighted in RED

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.
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Major Events 1n 2024
w8 w# A%
NBE4FE
11A308-1273 128 RAESRELXS (COP2S) RELTRSPEBAM, BT ER
128148 BRFHBLY RERRTRDHREER
128148 FOMCiYL 821 AR FLRADEFBHTWE Key th|ngs to monitor:
12A FREGEREN XEALFEEER
128 FREFTESW ElB2023F &5 %, #B&R20245F 25 TIE
20245 * Housing and economic policies during the Third
1A 183 A% —BARLIEXEE .. .
1B e XEEARAOBESH Plenary Meeting in China
18158-1A19H LR R 2RI XILRTETHMAERIZENEXLE
2818 FOMCitt 8 &% RN TF L HADEFROT . . .
[
2R FERTVBELEMFE R HHRAITRE [ElP20235F P& & f H BUERHR, MBBRRHEDBETE Tlmlng Of ﬁrSt rate CUt by Fed and ECB
384 LEmS XEBETHERSHEESE
38 o M BB 2023 M MR T R % EFEEMBBRNR, HEKRYHBETSE . . .
' . Presidential El n
3A OECD% 75 42 5 i bl KEZKEFAN US €s de tla eCtIo
35218 FOMCit 841 RN T LA FE T
3FESR HEEMNLIR04FS EEAGAEEL EMEXRE — Market widely expecﬁng Trump to return
48 hRBARLN @ FHEER
582H FOMCi{ B2 2% XAMTFERADEFRENTE . .
58 AT E—FE KRR TRE BN —FEHTERNR, BEEEADERETHE — Poll suggests Trump will win
68138 FOMCi{ 8 2% KA F LA T RN TG
78 hREBBEN REBFHEER . - . . .
e = —— — Trump v.lct.ory will likely introduce higher policy
sE18 FOMCt 821X KR TF LHRADEFROLE uncertainties
88 EATE S TR R REATRE ER=FEKTRENR, BERREHRELME
95198 FOMCilL & £1 AN TFLHADEFROTE
11A58 EEB% K% XEZEEBRER
18sH FOMCilL & £l AN TF L HADEFROT N
18 HEATES TR AHRERTRE ERSFEATRENR, BERREHRELME
1A G0M 2B HRA AR %EMLWE
128198 FOMCi{ 8 &% EFEFop 32 5 kb 328:-3: 082 0
128 PRBRBEW xEBFEEES
128 FREF TSN EIR20245 25 %, #B&E20255 25 TIF
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Election calendar for 2024

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

1517t 6th-gth 16" & 25th 1 &9th 5% By Jan 28,
Talwan Pnldstan Russia S. Korea ApnI/May EU USA USA USA Election 2025
(Presid (Nati (Presidency)  (National  India (Parliament) Presidential Presidential  (Presid UK Q
Legsiie Assemoh P iy ol Sroreg i s Vs Number of Countries
Yisan) 31st The People) House of Rep.) Commors)
18* Ukraine

Indonesia  (Presidency

e 40 (21% of Global)

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 | \ e o @ greatly for foreign policy.
1 2 3 4 5 6 7 8+

Population

3.2bn (41% of Global)

South Africa The ANC may fall short
Mexico, July Morena's re-election of a majority, which would be a political S5
as ruling party is almost assured, earthquake weakening president i United States
and Mexico will have a woman Cyril Ramaphosa.
president for the first time.

O eoP
[ D $44.2bn (42% of Global)

Bangladesh 1 :
I .4bn ulation
175m pop

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

For professional investors use only. Not for inspection by, distribution or quotation to, the general public.
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Weaker Global Growth and Tighter Financial Conditions in Most Major Economies

Economics Markets Equities
2024 2025 iarest rates E2024 E2025
GDP growth (%) 10Yr (%) Last E2024 E2025 FX Last 3m 12m  S&P 500 Returns (%) 12m YTD E2024 PIE
GS Cons. GS Cons. GS Cons.
GS Cc - GS Cc .
(Q4/Q4) (Q4/Q4) (CY) (CY) (CY)  (CY) ons QI
Global 28 - 27 26 2.7 26 us 443 425 410 EUR/S 1.08 1.05 1.08  Price 5,200 - - - S&P 500 -2 11.3 222x
us 24 16 28 24 22 18 Germany 249 225 2.00 GBP/$ 1.27 1.24 1.28 EPS $241 $244 $256 $278 MXAPJ 2 7.5 14.7x
China 47 47 50 4.9 4.2 45 Japan 1.00 1.25 1.80  $/JPY 156 155 150 Growth 8% 10% 6% 14% Topix 6 15.7 16.1x
Euroarea 1.4 1.2 0.8 0.7 1.4 14 UK 417 3.75 3.75 $/ICNY 722 7.30 7.20 STOXX 600 4 8.8 14.3x
=5 Credit Wage Tracker
2024 2025 Commodities Last 3m 12m 2024 2025
Policy rates (%) (bp) Last 1H24 2H24 Consumer 2024 (%)
. CPI Unemp. CPI Unemp.
GS Mkt. GS Mkt.  Crude Oil, Brent ($/bbl) 82 87 82 (%, yoy) Rate (%, yoy) Rate Q1 Q2 Q3 Q4
us 4.88 491 3.88 436  Nat Gas, NYMEX ($/mmBtu) 284 270 400 USD IG 87 89 90 us 3.3 3.8 2.0 37 43 - - -
Euroarea 325 3.26 225 283 NatGas, TTF (EUR/MWh) 34.64 30 32 HY 300 297 291 Euro area 24 6.7 2.1 6.7 - - - -
China 1.70 1.85 1.70 - Copper ($/mt) 10,295 10,500 13,000 EUR IG 121 121 120 China 04 - 15 - - - - -
Japan 0.13 0.36 0.63 052  Gold ($/troy oz) 2,408 2,600 2,700 HY 328 341 336
% Chg. Global % Chg. us % Chg. China % Chg. Euroarea
30 30 30
30
20 20 20 5
2024:  2025:
10 2024:  2025: 10 2024: 2025: 10 5.0 42
2.7 2.7 2.8 A~ I\ ~A . 2 10 2024:  2025:
~ A 22 N h 4 = * *
T ! W N/ <D= ¢ * e "\ | v N SRE - * s 15 ‘_‘vl‘ ' \ ' ‘ A AN 0.8 14
v 1 v a g l 0 e — % #A—‘—:
-10 -10 -10 -10
Current Activity Indicator (mo, ann.) e Current Activity Indicator (mo, ann.) o = Current Activity Indicator (mo, ann.)
-20 Historical GDP (yoy) -20 Historical GDP (y0y) 20 i e RN 20 Historical GDP (y0y)
Q12024 GDP (yoy) Q12024 GDP (yoy) ool et (yyay’; Q12024 GDP (yoy)
30 === GS Q2 2024 GDP Estimate (yoy) 230 === GS Q22024 GDP Estimate (yoy) 230 === (S Q22024 GDP Estimate (yoy) -30 === GS Q2 2024 GDP Estimate (yoy)
19 20 21 22 23 24 25 26 19 20 21 22 23 24 25 26 19 20 21 22 23 24 25 26 19 20 21 22 23 24 25 26

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

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




\()\%ﬁﬂié‘%%ﬂéﬁﬁﬁﬁﬁl

INNOVEST ASSET MANAGEMENT LIMITED

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

Equity valuations de-rated on average during Fed rate hike 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) S&P 500 12-month forward P/E ratios (trailing P/E before 1985)
110 130 25th/75th Percentile

‘ Average

——— Average before the '90s

105 : '
120 Average since the '90s
100
95
110
90 -
85 - 25th/75th Percentile ' 100 -
Average /\'\‘\/\/
80 - ——— Average before the '90s
-~ Average since the '90s !
B | - 12 6 0 6 12 18 24
-12m -6m Om 6m 12m 18m 24m S o I mn i i o

Source: Basis Asset Management, Bloomberg, Goldman Sachs
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