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Upcoming Events

European Central Bank

. Watch for any change in the ECB's rate hike trajectory.
(ECB) Meeting yehange! e trajectory

20 Congress of the Chinese Watch for China's economic development and potential
Communist Party revision of its zero-COVID policy.

[_' Speak to your UOB Advisor today to find out more.



Policy Divergence

High inflation in the developed markets has been a key driver of central bank
policy decisions and market action this year. The inflation problem in the developed
markets is a bigger one than in Asia. In Asia, a combination of growth concerns

in China and a slower pace of reopening has kept inflation more manageable.
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Source: Forecast from J.P. Morgan Economics as of 30 September 2022.
Developed Markets include United States, United Kingdom and Euro Area.
Asia includes Australia, Philippines, South Korea, India, Taiwan, Malaysia, Thailand, Indonesia, Japan and China.

Key takeaways

1. Year-to-date, Asian central banks have hiked slightly less than half the average number of basis points compared to
developed market central banks (Figure 1A). For the rest of the year, developed market central banks are expected to make
fighting high inflation a priority and hike an average of 125 basis points more. In Asia, we expect less than a third of rate
hikes till year end compared to the developed world, given the region’s more muted inflationary pressures and a slowdown
in global demand.

2. China's monetary policy is on a different path from the developed world’'s and most of Asia’s. While most economies have
increased rates to some degree, China is one of the few to have cut policy rates this year.

3. The People's Bank of China's (PBOC) has taken an accommodative monetary policy to battle growth headwinds related to
COVID-19 lockdowns and property market woes. It has cut key interest rates in order to maintain conditions conducive for
growth (Figure 1B), including reducing the 5Y loan prime rate twice this year to kickstart recovery in the real estate sector.

Figure 1B
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*Data reflected as of 30 September 2022.
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-0O- In summary

»  Policy divergence between developed markets and Asia, particularly Ching, is worth noting. More accommodative
monetary policy in this region can lend support to stocks. On the other hand, aggressive monetary policy in the
developed world has led to stock market volatility.



Asia's recovery

Asia is not experiencing as rough a time as the Euro area or US yet. Except for China,

more countries are slowly shifting to living with COVID-19 and welcoming foreign travellers I
again. Inflation is on the rise, but there are fewer signs of overheating compared to the

US. Asia also does not face energy supply issues to the same extent as Europe. | | | | | | |

MSCI Asia ex-Japan valuations —— AXJ - MXWO

MSCI Asia ex-Japan (AXJ) - MSCI World (MXWO) Index 15Y Relative Next 12 Months' Price-to-earnings Ratio : li;DAVg
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Source: FactSet, MSCI, J.P. Morgan Asset Management. Data reflected as of 30 September 2022.

Key takeaways

1. In face of uncertainty in developed markets, investors have turned to Asia. Asian equities have performed relatively well year
to date, and valuations are still attractive. MSCI Asia ex-Japan price-to-earnings ratios are still low in comparison to their
15-year history against the MSCI World index (Figure 2A).

2. Recession risks are rising across developed markets, and Asia, despite being in a promising recovery, is not immune to these
risks. However, although earnings are driven to an extent by exports, they are also supported by large domestic demand
(Figure 2B). Asian markets that are more reliant on domestically sourced revenues may outperform those in the US and
Europe, should the slowdown in developed markets continue.
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Source: FactSet, MSCI, J.P. Morgan Asset Management. Data reflected as of 30 September 2022.

-0- In summary
» As Asia is not uniform, there will still be divergence in performance within the region even with less exposure to
energy supply issues like in Europe or overheating like in the US.
P Local policy action, the region's own geopolitical concerns, and a slowing macro landscape remain as key risks.

»  Overall, economies with a higher share of activity generated by domestic demand are expected to be more resilient
in weathering developed markets’ slower growth.



China Update

After a grueling year of tighter regulations for certain sectors such as Technology,

Consumer Discretionary, and Communication Services in 2021, growth in China continues

to be challenged by COVID-19 related lockdowns, real estate sector woes and weather

disruptions. Much of this negative news is likely to have been priced in. Both onshore y
(MSCI China A) and offshore (MSCI China) Chinese stock markets are trading below their

15-year price-to-earnings (PE) average, much lower than developed markets’ (Figure 3A).
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Source: FactSet. Data reflected as of 30 September 2022.

Key takeaways

1. Until the Chinese Communist Party's 20" Congress in mid-October, it is unlikely that we will see wider scale relaxation of its

zero-COVID policy. However, rising vaccination rates among the elderly (above 40 years old) will give the government more
comfort in embracing more sustainable reopening towards the end of this year.

2. As for the property crisis, the percentage of loans related to incomplete properties is still relatively small. The central
government's decisive action to set up a fund (approximately RMB300 billion) that troubled developers can tap on to
complete the projects is a step in the right direction to prevent widespread decline in confidence.

3.

The economy is not always an accurate representation of stock markets. For example, while the real estate sector is the

third-largest contributor to overall Chinese GDP at around 14%, the sector’s weight within MSCI China representing offshore
markets is only 3.9% (Figure 3B).

Figure 3B
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Source: Bloomberg, Haver. Data reflected as of 30 September 2022.
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-0O- In summary

Larger sector weights such as Consumer Discretionary, Communication Services, and Technology are supported
by diminishing regulatory headwinds, improving fundamentals and relatively attractive valuations. Investors who

can stomach short term volatility and keen on China may wish to focus on valuations and the trends of these
bigger sector weights.
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IMPORTANT NOTICE AND DISCLAIMERS:

The information contained in this publication is given on a general basis without obligation and is strictly for information purposes only.
This publication is not intended to be, and should not be regarded as, an offer, recommendation, solicitation or advice to buy or sell any
investment or insurance product and shall not be transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any
description of investment or insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance
product and if applicable, the prospectus or constituting document of the investment or insurance product. Nothing in this publication
constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should consult your own professional advisers
about issues discussed herein.

The information contained in this publication, including any data, projections and underlying assumptions, are based on certain
assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the date of the publication,
all of which are subject to change at any time without notice. Although every reasonable care has been taken to ensure the accuracy and
objectivity of the information contained inthis publication, United Overseas Bank Limited ("UOB") and its employees make no representation
or warranty of any kind, express, implied or statutory, and shall not be responsible or liable for its completeness or accuracy. As such, UOB
and its employees accept no liability for any error, inaccuracy, omission or any consequence or any loss/damage howsoever suffered by
any person, arising from any reliance by any person on the views expressed or information contained in this publication.

Any opinions, projections and other forward looking statements contained in this publication regarding future events or performance of,
including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results.
The information herein has no regard to the specific objectives, financial situation and particular needs of any specific person. Investors
may wish to seek advice from an independent financial advisor before investing in any investment or insurance product. Should you
choose not to seek such advice, you should consider whether the investment or insurance product in question is suitable for you.

This material issued by United Overseas Bank Limited may be based in full or part on information sourced from J.P. Morgan Asset
Management and may not represent views of the source in its entirety. Such information is educational in nature, should not be construed
as research or advice and is not tailored for any specific recipient’s objectives.
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