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Overview

» Quality stocks have characteristics of positive earnings revisions and momentum. These stocks are a

bedrock for a solid portfolio.

« The recent back up in bond yields is a risk, more so since US equity valuations are stretched.
« January can be a harbinger of performance for the rest of the year. When S&P500 ends positively in
January, the average full-year performance is +12%. Negative Januarys preceded negative 3-5% on

average.

»  We expect near-term volatility but would pick up quality stocks that could be unjustifiably sold off.

Quality stocks as the core of portfolio

Quality stocks often exhibit a few characteristics.
Firstly, earnings are constantly revised upwards due
to a strong product pipeline that is powered by a
culture of innovation and good management.
Secondly, the stocks are bought up because of
positive earnings revisions. This puts them into the
‘'momentum’ category. The table below shows that
stocks in these two categories tend to have the best
performance in the near and long term. Figuratively
speaking, investors are advised to not move out if
they are staying in a good neighbourhood.

Figure 1: What type of stocks should you buy?

Style 1Yr 3Yr 10Yr
Momentum 28 % 26 % 232 %
EPS Revisions 25 % 21% 207 %
Share Buybacks 12 % 22 % 201 %
Value 12 % 19 % 181 %
ESG 1% 17 % 180 %
Growth 19 % 7% 176 %
Quality 16 % 12 % 176 %
Multi-Factor 19 % 31% 175 %
Size 17 % 18 % 173 %
Trade Activity 17 % 6% 150 %
Dividends 13 % 13 % 124 %
Volatility 10 % 8 % 17 %
Short Interest 2% (8)% 79 %

Source: Bloomberg, UOB Private Bank

In the last five years, stocks tended to be weak when
there was an upward momentum in US Treasury 10-
year vyields. The recent increase in vyields was
triggered by robust jobs numbers. This has led the
market to price in a much slower Fed rate-cutting
path. As the 10-year US treasury nears the 5% level,
we expect more volatility.

Figure 2: Rising yields are a headwind to stocks
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Looking ahead, January tends to be an important
harbinger for the rest of year. Our analysis from data
going back to 1929 shows that when the S&P500
registers a positive performance, the average full-
year return is about 12%. This compares to a full-year
performance of negative 3-5% if January records a
negative month.

Figure 3: Januarys can define the rest of the year
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This is somewhat intuitive as January brings forth the
all-important fourth quarter results season, when
companies will give their initial guidance for the rest
of the year. For this year, the stakes seem even higher
as the Fed will give its initial take of “everything” on
30 Jan. This is after the strong jobs data (10 Jan) and
the inflation print (15 Jan) in 2025.

Figure 4: More balanced 2025E earnings growth

Telcos mmmmm 2%
Energy
REITs

Staples

N 3 4%
I 4 5%
I 5 0%

Discrectionary ex AMZN
Financials
Utilities

I 7 5%
I 3 0%
I 3 5,

S&P500
Healthcare

I () (9
I |3 0%
Industrials I |4 5,
Materials

Big Tech

I 1 5.8%
I 19 1%

0% 5% 10% 15% 20%

Source: Bloomberg, UOB Private Bank

As capital market participants, we are skewed to
growth and at least for 2025, it is more evident in the
US as compared to the rest of the world. The S&P500
is set to grow 12.6% and encouragingly, other sectors
which have lagged technology in 2024 are finding
their footing for a potentially strong year of growth.

We also observe that business cycles seem to be
compressing. This means that a company’s ability to
innovate and adapt is crucial in securing its future;
companies which can execute well would ultimately
lead to higher shareholder returns. In this respect,
firms which fall into the quality bucket typically have
these attributes.

In Asia, India remains the best proxy for now given its
relatively stronger growth profile and demographic
advantage in the medium and longer term. However,
we do recognise that India’s growth is cooling slightly
in the near term. Japan is a middle-ground market in
between the growth-leading US and the growth-
lagging Europe. Japan's corporate reform movement
appears firmly embedded; this should enhance
shareholder returns for companies with the capacity
and ability to execute.

Investment takeaways

What should investors do now? Looking ahead, we
expect volatility, at least in the near term. This was
communicated during our latest 2025 Outlook forum.
Having said that, investors should stay calm and stay
invested. Given our base expectations for garden-
variety kind of market correction, we are inclined to
buy into the weakness, especially for quality stocks.

We still like the large-cap tech stocks as they remain
the biggest free cash flow generators. They are more
defensive against a high-rate environment due to
their robust cash holdings on their balance sheets.
Investors are advised to hold on to these companies
if they are currently invested and buy the dip if they
do not have them. Other sectors that we like for the
first half of 2025 are financials, select cyclicals,
industrials, and utilities. Allocation to portfolio
stabilisers like select healthcare stocks, hedge funds,
gold and private assets is also recommended for
investors. We would invest in fixed income for fixed
income, and not capital appreciation.



Disclaimer

General
This document contains material based on publicly-available information. Although every reasonable care has been taken to

ensure the accuracy and objectivity of the information contained in this document, United Overseas Bank Limited (“UOB") makes no
representation or warranty as to, neither has it independently verified, the accuracy or completeness of such information (including
any valuations mentioned). UOB neither represents nor warrants that this document is sufficient, complete or appropriate for any
particular purpose. Any opinions or predictions reflect the writer's views as at the date of this document and may be subject to
change without notice.

The information contained in this document, 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 publication, all of which are subject to change at any time without notice. Past performance figures are not indicative
of future results.

Not an offer or solicitation to any particular person

This document should not be regarded as an offer or solicitation to any particular person to transact in any product mentioned.
Before deciding to invest in any product mentioned, please seek advice from your financial, legal, tax or other appropriate
advisers on the suitability of the product for you, taking into account your specific investment objectives, financial situation or
particular needs (to which this document has no regard). If you do not wish to seek such advice, please consider carefully whether
any product mentioned is suitable for you.

Risks

An investment in any product mentioned in this document may carry different risks of varying degrees, including credit, market,
liquidity, legal, cross-jurisdictional, foreign exchange and other risks (including the risks of electronic trading and trading in
leveraged products). Nothing in this publication constitutes personalised accounting, legal, regulatory, tax, financial or other
advice that regards the personal circumstances of a particular recipient. Please speak to your financial, legal or other appropriate
adviser to understand the risks involved and whether it is appropriate for you to assume such risks before investing in any product.

Any description of investment products is qualified in its entirety by the terms and conditions of the investment product and if
applicable, the prospectus or constituting document of the investment product.

Valuation

Product valuations in this document are only indicative and do not represent the terms on which new products may be entered
into, or existing products may be liquidated or unwound, which could be less favourable than the valuations indicated herein.
These valuations may vary significantly from those available from other sources as different parties may use different assumptions,
risks and methods.

No liability

To the fullest extent permitted under applicable laws and regulations, UOB and its affiliates shall not be liable for any loss or
damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information, opinion,
prediction or valuation contained herein.

UOB and its affiliates involved in the issuance of this document may have an interest in the products mentioned in this document
including but not limited to, marketing, dealing, holding, acting as market-makers, performing financial or advisory services,
acting as a manager or co-manager of a public offering, of persons mentioned in this document. UOB and its affiliates may also
have alliances, contractual agreements, or broking, investment banking or any other relationships for the provision of financial
services, with any product provider mentioned in this document. UOB and its affiliates may have issued other reports, publications
or documents expressing views which are different from those stated in this document and all views expressed in all reports,
publications and documents are subject to change without notice.

Others

Unless you are notified otherwise by UOB, UOB deals as a principal in any transaction which UOB has been instructed to
effect, other than transactions relating to securities traded on an exchange, unit trusts and funds on your behalf where UOB acts
as your agent.

Singapore. This document and its contents are intended for Accredited Investors (as defined in Section 4A of the Singapore
Securities and Futures Act (Chapter 289)).

Hong Kong. This document and its contents are intended for “professional investors” (as defined in the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO") and its subsidiarity legislation) ("Professional Investors”). Shares
or debentures in a company may not be offered or sold in Hong Kong, by means of any document, other than (i) to Professional

Investors; or (ii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)(the "CWUMPQO") or
which do not constitute an offer to the public within the meaning of the CWUMPO. Unless permitted to do so under the laws of
Hong Kong, no person may issue or have in his/her possession for the purpose of issue, or will issue, or have in his/her possession



for the purposes of issue, any advertisement, invitation or document relating to the securities, structured products or interests
in collective investment schemes whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely
to be accessed or read by, the public of Hong Kong, other than with respect to the securities, structured products or interests
in collective investment schemes that are or are intended to be disposed of only to persons outside Hong Kong, or only to
Professional Investors.

WARNING: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised
to exercise caution in relation to this document. If you are in any doubt about any of the contents of this document, you should
obtain independent professional advice.

This document may only be distributed in countries where its distribution is legally permitted. This document is not directed to any
person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such publications are prohibited
This document may contain proprietary information of UOB (or its product providers) and may not be reproduced or disseminated
in whole orin part without UOB's prior consent.

If there is any inconsistency, or any difference in meaning between the English version and any translation of this document, the
English version shall apply and prevail.

United Overseas Bank Limited. Co. Reg. No. 1935000267
United Overseas Bank Limited is a licensed bank in Hong Kong and is a registered institution in respect of Types 1 (Dealing in
Securities) and 4 (Advising on Securities) regulated activities under the SFO.
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