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Market PowerBar

Improved company profit margins support stock
performance

The United States (US) economy has shown to be strong enough to cope with high-for-
longer interest rates, helping businesses increase profit margins, and boosting the
earnings outlook. Choose quality companies with strong fundamentals.

JUNE 2024

-~ As discussed in our May PowerBar, we e.xpect'the - Looking ahead, as inflation and consumer demand
US Federal Reserve (Fed) to cut rates twice this year. are expected to slow down in the coming quarters,
However, the Fed can take more time to cut rates with corporate earnings growth will depend mainly on
resilient economic growth, solid consumer spending, profit margins.
and gradually declining inflation. — As the costs of capital and labour decrease, corporate

-~ Despite high interest rates and ongoing geopolitical profit margins are expected to continue to improve.
challenges, company profit margins grew in the first Additionally, the increased use of artificial intelligence
quarter of 2024 (Figure 1), driven by healthy consumer (Al) in business processes across various sectors
margins due to strong pricing power. should reduce costs and improve productivity.

Figure 1:
S&P 500 company profit margins stayed strong — Operating Sales/Margins (LHS)
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Source: Factset, J.P. Morgan Asset Management

What you can do

- Given high valuations and slowing economic activity, investors should seek a balance between US and global stocks,
with a preference for quality. This means focusing on companies with strong fundamentals to support current stock
prices.

@ Speak to your UOB Advisor today to find out more.
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Corporate reforms in Asia may benefit long-term investors

Corporate reforms™ in key Asian markets can boost shareholders return and market value,
benefiting long-term investors.

- Ongoing corporate reforms by the Tokyo Stock -~ In Ching, the State Council issued nine rules to tighten

Exchange (TSE) have boosted Japanese stocks.

The reforms aim to have companies disclose
improvement measures to drive greater profitability.
In 2023, the total amount of buybacks announced by
Japanese companies surpassed the previous record
set the year before.

Japan is not the only Asian country seeking to improve
stock valuations through better management
practices. China and Korea have also been pushing for
improved governance among listed companies, which
can potentially increase shareholder returns and
unlock the value of their markets.

For instance, Korea unveiled a “corporate value-up”
programme in February 2024, urging companies to
evaluate their low valuations and take steps to
address them.

regulation and boost capital market quality this year.
The key points from these rules are to enhance
corporate governance and increase dividend
payments to investors.

Given the high net cash” position of Korean and
Chinese companies relative to the US and Europe
(Figure 2), there is arguably further scope to implement
these reforms. This could include increasing returns
through dividends, with share buybacks and
enhancing operating performance.

Positive prospects of corporate reforms, a solid
earnings growth outlook and attractive valuations
should benefit investors looking for long-term
opportunities in Asia.

* Corporate reforms refer to improvements made to a company's structure, policy, and practices to enhance overall business performance.
A Net cash is calculated by subtracting total liabilities from total cash holdings of a company. Europe, Japan, Korea and US equity indices used are the MSCI Europe, TOPIX,

KOSPI and S&P 500, respectively.

Figure 2:

Japan, Korea, and China have relatively higher ratio of companies with net cash positions
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Source: FactSet, Korea Exchange, MSCI Global, Tokyo Exchange, China Exchange, J.P. Morgan Asset Management..

7’{%}: What you can do

— The positive prospects of these reforms, solid earnings growth outlook, and attractive valuations, present
opportunities for long-term investors seeking exposure to the Asian market.

@ Speak to your UOB Advisor today to find out more.
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Stay focused on investing fundamentals

With market news so easily available and at greater speeds, it is easy to be
overwhelmed by an overload of information. Focus on investing fundamentals to make

more informed decisions.

-~ Inthe era of internet and social media, it is easy to be -  When we look at history, we often see that S&P 500
overwhelmed by an overload of information on why returns over the next year are strong when sentiment
stock markets rise or fall, or where the markets will go in is low (Figure 30). This trend also holds when there is
the near term. Media and news headlines will present a lot of online chatter about recession, yet the market
stories in a bid to increase readership. still performs well (Figure 3b).

- Some market stories can strongly influence investors
psychologically, leading them to believe they can
predict short-term market movements and make
decisions they later regret.

Figure 3a: Figure 3b:
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Source: FactSet, Standard & Poor’s, University of Michigan, J.P. Morgan Asset Management.
Subsequent 12-month S&P 500 returns are price returns only starting from the end of the
month and excluding dividends. Past performance is not a reliable indicator of current and
future results.

Online mentions of “recession” based on
Google trend and subsequent 12-month
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Source: FactSet, Google Trends and Standard & Poor's

Subsequent 12-month S&P 500 returns are price returns only starting from the end of
the month and excluding dividends. Past performance is not a reliable indicator of
current and future results.

fg: What you can do

-~ Before letting emotions guide your decisions, it is important to first research and understand the market. Often,
market prices are influenced by factors we might not immediately recognise. So, it could be better to focus on
| fundamentals and stay invested, instead of selling as soon as bad news arises.

@ Speak to your UOB Advisor today to find out more.
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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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