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As a reminder, macro is only ever an
input into our investment process, and it
is subordinate to bottom-up company
(and government) analysis. Previously,
I've called this a ‘macro aware approach’
to differentiate it from a macro driven
process, and | think that's a useful way to
characterise what we do.

The scope of the macro work we do is
twofold: firstly, we aim to formulate «a
view on key macroeconomic variables,
specifically growth, inflation, interest rates
and geopolitics (although not strictly a
macroeconomic variable...). At times these
key macroeconomic variables inform the
botfom-up work the team does. Secondly,
we reflect on market dynamics and whether
any high-quality indicators suggest we
should be bullish or bearish in the short
term.

With respect to growth, we broadly agree
with the International Monetary Fund
which is forecasting a weak five-year
period for global growth, with the global
economy expected to expand more slowly
than during the last 20 years and over its
longer-term history. Overall, we do not see
grounds for any sudden surge in growth.
The implication of this for analysts doing
bottom-up research is that they should
use conservative economy-wide growth
assumptions in their models (to the extent
that growth in the global economy has a
bearing on the particular company they are
analysing).

Asonewouldexpect,there are big differences
between regions: within emerging markets,
India (which overtook China as the largest
country by population in April) is expected
to pick up the baton as the global growth
engine, with annualised growth of 6% over
the next five years. Meanwhile, in developed
markets, growth in the US has surprised fo
the upside, whereas the outlook for the
EU has deteriorated, with the spectre of
stagflation re-emerging.

While inflation is highly uncertain, we think
central banks are serious about delivering
on their inflation targets and therefore, we
expect any renewed inflationary pressures to
be met by decisive action from policymakers.
As such, we caution against the view that we
are likely to see a protracted period of either
especially high or especially low inflation
over the next five years.

Interest  rate  policy has  entered
contractionary territory and policy rates are
therefore likely to fall over time, consistent
with the Federal Reserve’s latest dot plot,
which shows forecasts from members
of the rate-setting Federal Open Market
Committee as to where interest rates will
be by the end of 2023, 24, '25 and over the
longer term. However, interest rates are likely
to seftle at a level above their lows from the
previous cycle. Zero interest rate policy and
quantitative easing were a mistake in our
view, leading fo asset price bubbles and
greater inequality; we don’t expect central
banks to make the same mistake again.

Finally, with regards to geopolitics, we are
currently in a holding pattern in ferms of US-
China and Russia-Western relations. Next
year’s US elections will take on increasing
significance, but for now, it's a case of
wait and see, while building resilience into
portfolios in order to deal with bouts of
volatility ahead.

Taken together, we foresee a relatively
tough macroeconomic environment for
companies to operate within. Added to
that, our five preferred risk indicators, which
includes things like the shape of the yield
curve, also call for a relatively cautious
stance today. Despite that fact, risk aversion
- as measured by our proprietary indicator,
which looks at key relationships between
asset prices - is not far from its median,
suggesting that market participants are
relatively relaxed currently.

Overall, then, our weak economic outlook is
endorsed by ourstandardriskindicators and
does not appear to be reflected in markets.
Naturally, this then leads us to be cautious
in the short term and fo demand a high
margin of safety from all our investments.
However, any view of valuations/fair value
is ultimately driven by detailed bottom-up
analysis, from which attractive opportunities
are almost certain to emerge in spite of this
weak macro backdrop.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
MERERBERAE

9th Floor, Centre Mark I

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution  or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contfained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 28271199
Fax +852 2827 0270
belvest@bis.hk
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No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



