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Global market.rev'iew & outloék

Japanese equities return to 1989 peak
Equity markets continued to surprise on the upside with a gain in February of 4.2% in developed

markets (MSCI World index) and 4.8% in emerging markets (MSCI Emerging Markets index).

MSCI World has returned 11% so far this year, 23% since the current surge in markets started in 45000 — Nikkei 225
late October 2023, and 44% since the low point of this cycle in mid-October 2022. The US has
led the way, with returns very similar to the World index, unsurprisingly given that the US market A0000
capitalisation now represents over 70% of the world developed markets total.
35000
While the Magnificent 7 grabs all the headlines and outpaced the S&P 500 in February with a return
of 8.2% versus 5.3% for the broader market, some of its 7 constituents are not direct beneficiaries 30000
of the Al boom which has driven most of the spectacular returns in markets over the past year.
Tesla and Apple are struggling with the tough China market and in Tesla's case from the growing 25000
competitive threat of cheap Chinese Electric Vehicles flooding the global market. Their share prices
have fallen this year, while two of the megacap tech stocks have driven returns, with big beats on 20000
earnings announced in February: Nvidia is up by 60% YTD to end February and Meta by 38%, adding
a combined $1tn or about 2.5% to the capitalisation of the whole market. 15000
Although the US dominates global markets, and its major indices reached all-time highs at the end 10000
of February, it is by no means the only market performing well. Japan has outpaced it this year with
a return of 13.1% YTD, including 4.9% in February (in yen terms), and the Nikkei index finally broke 5000
through its previous high of December 1989, a 34-year long salutary reminder of the dangers of
riding a speculative, liquidity driven market bubble leading to outrageous valuations. The broader
Topix index in Japan remains 7% below its 1989 high, but with valuations still relatively attractive and 01970 1976 1982 1988 1994 2000 2006 2012 2018 2024

Japan's corporate sector focussed increasingly on shareholder returns while reaping the benefits
of sustained yen weakness (at its lowest level against the dollar since 1990), we expect further

Source: Bloomberg Finance L.P. as at 29 February 2024
outperformance.

Other markets also reached new highs, including Germany, perhaps surprisingly given that the
German economy faces considerable challenges and has endured seven consecutive quarters of
near-zero growth. The only notable underperformer was the UK, broadly flat in the month, YTD and
over 12 months, in the face of a struggling economy and persistently high inflation. With improving
prospects ahead, some of the valuations now available offer particularly attractive opportunities.
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Emerging markets have suffered a three-year period of sustained underperformance against
developed markets, primarily due to China’s woes, but the 8% recovery in China’'s market in
February, helped by additional stimulus measures by the authorities and State sponsored buying
of equities, along with tentative signs of stabilisation and recovery in the economy, point to the
potential for improved performance, if not an inflection point, supported by attractive valuations
now on offer.

In contrast to equities, bond markets weakened as central banks pushed back on early rate cuts

as core measures of inflation remain too high and economic activity is proving resilient. Market
expectations of the Federal Funds rate at the end of 2024 moved from 3.75% at end December 2023
to 4.5% at the end of February, the additional 75bps bringing market implied rates in line with the
Fed's latest median forecasts, with most of that move taking place in February. Bond yields reacted
accordingly, 2-year Treasury yields rising by over 40bps in the month and 10 year yields by 34bps.
Similar moves were seen in Europe and the UK. Over the month the JP Morgan Global Government
Bond Index (GBI) returned -1.5%.

US yields rise YTD - market expectations for rate cuts reined in
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Source: Bloomberg Finance L.P. as at 8 March 2024.

Underlying these moves, which retraced most of the falls in yields in late 2023, has been a significant
rise in shorter term inflation expectations. Inflation over the next 2 years in the US as measured by
the 2-year inflation swap has moved from 2.0% at the end of 2023 to over 2.4% by end February.
The market has become more uncertain around the pace of decline in inflation and hence in the
extent of rate cuts in 2024 following persistent strength in the jobs market and wages rising in real
terms at a level which complicates the Fed's task of bringing inflation down to its 2% target. Latest
data on average hourly earnings showed a rise of 0.6% month-on-month in January, the highest

in two years, and there are signs this is feeding into services inflation, where labour is a significant
component, with annualised 3-months core services inflation running at 6.5%.

US core PCE* inflation - goods prices deflating, services sticky
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Source: Bloomberg Finance L.P., as at 31 January 2024. *US Personal Consumption Expenditures index.

latest data on average hourly earnings
showed a rise of 0.6% month-on-month in
January, the highest in two years”




While bond markets have fallen in response to these
worries, equities have been boosted by the strength of
tech and growth stocks, especially those benefitting
from the Al boom, and have seemingly been prepared

to look through the short-term concerns to the prospect
of falling interest rates later this year and an increasing
probability of a soft landing for the economy. The
disturbing geopolitical events around the world appear to
be contained with limited risk of a wider conflict in either
Ukraine or the Middle East, and evidence of continuing
problems in the US commercial real estate market, with
mid-sized US regional bank New York Community Bank
posting a shock loan loss provision on real estate loans,
were put down to idiosyncratic issues and caused only a
minor ripple in the sector.

The resilience in the US economy has been accompanied
by signs of stabilisation in the UK and Europe, which have
stagnated through the past 18 months. Leading indicators
have begun to improve in recent months, in the relatively
resilient services sector as well as in manufacturing
which has been especially depressed in Europe. While
encouraging for the corporate sector, it adds to the
conundrum faced by central banks in balancing the risk
of loosening policy too soon before inflation has reached
target levels sustainably, against the risk of leaving it

too late, pushing interest rates increasingly higher in

real terms as inflation falls, unduly tightening financial
conditions and risking full-blown recession.

For investors, this makes it increasingly difficult to predict
the path of interest rates, but we remain confident that
the monetary policy cycle is close to a turning point and
rates in the US, UK and Europe will be cut significantly
during the second half of the year. That provides a
strong foundation for rising bond and equity markets.
The challenge to that prospect is the sharp rise in most
equity markets in the past four months, discounting at
least some of the more positive environment ahead and
driving valuations higher, especially in growth stocks,
along with possible complacency around inflationary
risks of tight labour markets, high fiscal spending in

the US, and geopolitical risks. We remain constructive
for risk assets over the course of the year, but expect a
period of consolidation in equity markets, while taking
opportunities to add to positions in government bonds
and selective parts of the credit markets, where yields
have again become more attractive following the moves
higher this year.
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“equities have been boosted by the
strength of tech and growth stocks,
especially those benefitting from
the Al boom"

o >>



Market performance = Global (local returns) as at 29 February 2024

Asset Class / Region Ccy mo1nth mozths YTD mo1nzths Asset Class / Region Ccy mo1nth moﬁths YTD mo1r$ths
Developed Markets Equities Property

United States S&P 500 NR usD 53% 11.9% 7.0% 29.8% US Property Securities MSCI US REIT NR usD 1.9% 71% -2.3% 4.2%
United Kingdom MSCI UK NR GBP 0.8% 3.2% -0.2% 11% Australian Property Securities S&P/ASX 200 A-REIT Index TR AUD 4.5% 16.6% 5.9% 1.2%
Continental Europe MSCI Europe ex UK NR EUR 2.4% 8.4% 4.4% 12.5% Asia Property Securities S&P Asia Property 40 Index NR UsD -0.2% -0.3% -5.9% -7.2%
Japan Topix TR JPY 4.9% 12.9% 13.1% 37.6% Global Property Securities S&P Global Property USD TR usD 0.2% 5.0% -3.7% 3.0%
Asia Pacific (ex Japan) MSCI AC Asia Pacific ex Japan NR usD 4.5% 41% -0.5% 5.5%
Global MSCI World NR usD 4.2% 10.7% 5.5% 25.0% Euro usD -0.1% -0.8% -21% 2.2%
Emerging Europe MSCI EM Europe NR usD 3.7% 8.3% 6.1% 30.0% Japanese Yen Uusb -2.0% -1.2% -6.0% -9.2%
Emerging Asia MSCI EM Asia NR usD 5.9% 3.6% 0.3% 6.9% Australian Dollar usD -1.1% -1.6% -4.6% -3.4%
Emerging Latin America MSCI EM Latin America NR Usb -02% 29% -5.0% 22.4% South African Rand usb  -27% -1.8% -4.4% -4.4%
BRICs MSCI BRIC NR usD 8.4% -5.4% -3.1% -14.1% Commodities RICITR usD -0.3% -0.7% 1.3% 0.5%
Global emerging markets MSCI Emerging Markets NR UsD  4.8% 3.8% -0.1% 8.7% Agricultural Commodities RICI Agriculture TR UsbD  -0.2% -0.1% 1.3% 3.0%
US Treasuries JP Morgan United States Government Bond TR~ USD  -1.3% 1.8% -1.5% 2.4% Gold Gold Spot usD 0.2% 0.4% -0.9% 11.9%
US Treasuries (inflation protected) BBgBarc US Government Inflation Linked TR usbD -1.1% 1.8% -0.9% 2.4%
US Corporate (investment grade)  BBgBarc US Corporate Investment Grade TR uUsb  -1.5% 2.6% 1.7% 6.0% United States 5.50%

US High Yield BBgBarc US High Yield 2% Issuer Cap TR usD 0.3% 4.0% 0.3% 11.0% United Kingdom 5.25%

UK Gilts JP Morgan UK Government Bond TR GBP -11% 2.0% -3.4% 0.9% Eurozone 4.50%

UK Corporate (investment grade)  ICE BofAML Sterling Non-Gilt TR GBP  -06% 27% -1.5% 5.6% Japan -0.10%

Euro Government Bonds ICE BofAML Euro Government TR EUR -1.2% 1.9% -1.7% 5.2% Australia 4.35%

Euro Corporate (investment grade) BBgBarc Euro Aggregate Corporate TR EUR -09% 2.0% -0.7% 6.6% South Africa 8.25%

Euro High Yield BBgBarc European HY 3% Constrained TR EUR 0.4% 41% 11% 10.0%

Japanese Government JP Morgan Japan Government Bond TR JPY  04% 00%  -04%  -09% Source: Bloomberg Finance L.P., Momentum Global Investment Management. Past performance is not indicative
Australian Government JP Morgan Australia GBI TR AUD -04% 2.7% -0.2% 2.9% of future returns.

Global Government Bonds JP Morgan Global GBI Uusb  -1.5% 1.0% -31% 1.3%

Global Bonds ICE BofAML Global Broad Market Usb  -1.5% 1.4% -2.8% 2.9%

Global Convertible Bonds ICE BofAML Global Convertibles usD 1.4% 49% 0.0% 7.0%

Emerging Market Bonds JP Morgan EMBI+ (Hard currency) usD 1.4% 5.3% 0.1% 10.3%
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Market performance - Uk (all returns GBP) as at 29 February 2024

Asset Class / Region

Local

Ccy

1

month months

UK - All Cap MSCI UK NR GBP 0.8% 3.2% -0.2% 11%

UK - Large Cap MSCI UK Large Cap NR GBP 0.6% 2.6% -05%  -0.5%
UK - Mid Cap MSCI UK Mid Cap NR GBP 11% 6.0% -0.9% 4.8%
UK - Small Cap MSCI Small Cap NR GBP  -1.2% 5.2% -31% -0.9%
United States S&P 500 NR usD 6.1% 11.9% 8.3% 24.5%
Continental Europe MSCI Europe ex UK NR EUR 2.7% 7.5% 3.1% 9.9%
Japan Topix TR JPY 3.2% 1M.5% 74% 19.5%
Asia Pacific (ex Japan) MSCI AC Asia Pacific ex Japan NR usD 5.3% 41% 0.6% 11%

Global developed markets MSCI World NR usD 51% 10.7% 6.7% 19.8%
Global emerging markets MSCI Emerging Markets NR Usb  5.6% 3.8% 1.0% 4.3%

Gilts - All ICE BofAML UK Gilt TR GBP -1.2% 2.0% -3.6% 0.7%
Gilts - Under 5 years ICE BofAML UK Gilt TR 0-5 years GBP  -05% 1.0% -0.8% 3.2%
Gilts - 5to 15 years ICE BofAML UK Gilt TR 5-15 years GBP -1.7% 1.6% -3.5% 2.0%
Gilts - Over 15 years ICE BofAML UK Gilt TR 15+ years GBP -1.4% 2.9% -6.2% -2.5%
Index Linked Gilts - All ICE BofAML UK Gilt Inflation-Linked TR GBP 0.3% 2.0% -47%  -2.3%
Index Linked Gilts - 5 to 15 years ICE BofAML UK Gilt Inflation-Linked TR 5-15years GBP  -0.8%  1.5% -3.0% 3.0%
Index Linked Gilts - Over 15 years  ICE BofAML UK Gilt Inflation-Linked TR 15+ years  GBP 1.4% 2.8% -6.6% -71%
UK Corporate (investment grade)  ICE BofAML Sterling Non-Gilt TR GBP  -06% 27% -1.5% 5.6%
US Treasuries JP Morgan US Government Bond TR uUsbD -0.6% 1.8% -0.8% -2.0%
US Corporate (investment grade) BBgBarc US Corporate Investment Grade TR Usb -08% 2.7% -0.9% 1.4%
US High Yield BBgBarc US High Yield 2% Issuer Cap TR usb 0.3% 4.0% 0.3% 11.0%
Euro Government Bonds ICE BofAML Euro Government TR EUR  -1.2% 1.9% -1.7% 5.2%
Euro Corporate (investment grade) BBgBarc Euro Aggregate Corporate TR EUR  -09% 2.0% -0.7% 6.6%
Euro High Yield BBgBarc European High Yield 3% Constrained TR EUR ~ 0.4% 41% 11% 10.0%
Global Government Bonds JP Morgan Global GBI GBP  -0.7% 1.1% -20%  -29%
Global Bonds ICE BofAML Global Broad Market GBP  -1.5% 1.4% -2.8% 2.9%
Global Convertible Bonds ICE BofAML Global Convertibles GBP 1.4% 4.9% 0.0% 7.0%
Emerging Market Bonds JP Morgan EMBI+ (Hard currency) GBP 2.2% 5.3% 1.3% 5.8%
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Index Ccy month months months

Asset Class / Region

Property

Global Property Securities S&P Global Property TR 1.0%  50% -25% -1.2%

Currencies

Euro 04% -08% -1.3% -2.7%
UsS Dollar GBP 05% 00% 08% -4.8%
Japanese Yen -1.5% 1.2%  -52%  -13.5%

Commodities & Alternatives

Commodities Rogers International Commodity (RICI) TR 05% -07% 25% -3.6%
Agricultural Commodities Rogers International Commodity (RICI) Agriculture TR GBP  0.6%  -01%  24%  -1.2%
QOil Brent Crude Oil GBP 31% 1.0%  98% -4.4%
Gold Gold Spot 1.0% 04%  0.2% 7.3%

Interest Rates Current Rate

United Kingdom 5.25%

Source: Bloomberg Finance L.P., Momentum Global Investment Management. Past performance is not indicative
of future returns.
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March 2024

Asset allocation views
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Score Change - - - / + ++ +++

MAIN ASSET CLASSES s/v/— IR [ ]

Equities —

Fixed Income —

Alternatives —
Cash —

Overall View

The continued move higher for risk assets year to date, on the back an improving ‘soft landing’
growth outlook, is welcome, but leaves less room for upside surprise. Our fixed income view is largely
constructive, more so in sovereigns today which offer attractive nominal and real yields, but we
recognize risk premia on corporate credit are thin today. Alternative assets remain a good diversifier
of returns, especially favourable should market volatility increase. Cash provides optionality on any
pullback as well as a decent yield, but increasingly we prefer to lock in rates further out by extending
duration.

EQUITIES

UK equities remain the conviction valuation call with the UK remaining the cheapest developed market.
There is little obvious catalyst to rerate, but the attractive earnings yields continue to draw in private
and overseas buyers. Japan remains attractive both in valuation terms and on improving fundamentals.

Developed Equiti —
eve OP? auities US equities continue to show a worrying lack of breadth in the continuing rally, but the opportunity
UK Equities — . L. ’ .
— set for active managers grows. European equities look reasonably attractive, but the most compelling
European Equities - markets remain the UK and Japan which trade at a discount to global peers and offer healthy dividends.
US Equities —
Japanese Equities —
Emerging Market Equities —
Score (& N A sk sad  After a late year end rally and subsequent modest reset, global treasury yields offer reasonable value
FIXED INCOME vv/— R I B today, and we maintain our overweight government view. Inflation linked bonds offer attractive real
yields but are not cheap today. Despite offering alluring all in yields, we think the spreads offered today
Government — . . . . .
index-Linked - on investment grade and riskier high yield corporate bonds do not compensate investors adequately
ndex for the underlying fundamental credit risk. Although defaults remain low and the growth outlook has
'"f'eSt'f'e"t Grade Corporate . moderated, financial conditions remain somewhat tight today. We prefer shorter duration bonds in
High Yield Corporate - both developed and emerging markets, particularly high-grade credit.
Emerging Market Debt —

Convertible Bonds —

Score Change --—- -- - / + ++ +++

spECIALIST AsSETS/ALTERNATIVES 4/v/— [l - N

Commodities —
Property —
Infrastructure —
Liquid Alternatives —

Private Equity A -

Specialist Financial — -

Commodity prices are likely to remain idiosyncratic supply and demand driven stories with price moves
exacerbated by geopolitical risk which has taken gold to new highs. Alternatives continue to offer
diversification benefits but compete today with higher yielding cash and bonds. Increasing discounts in
NAVs in private equity appear overly pessimistic, and we upgrade our view. Infrastructure and specialist
financials remain attractive. Our liquid alternatives continue to offer attractive diversification benefits
during periods of market uncertainty, but the bar has been raised for the performance after the great
rate reset.

Score Change -- - - / + ++ +++

CURRENCIES vs. USD A/v/— - _

Gold —

Against long term valuation metrics, Sterling and Yen remain cheap relative to the Dollar. The Bank

of Japan's continuing policy of yield curve control, in the face of other central bank policy hikes, has
crushed the Yen in recent years. The higher for longer narrative in the US has buoyed the dollar which
looks somewhat expensive as rates look set to fall later this year, but its safe haven status at a time of
heightened geopolitical risk assures a diversification premium. Gold's status as a haven asset means
it remains a useful diversifier, but its recent run higher makes it look somewhat expensive versus real
rates today.

The asset allocation views are updated at the end of each quarter unless otherwise stated.
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1the most compelling markets

remain the UK and Japan
which trade at a discount to
global peers and offer healthy
dividends"
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Belvest

For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Ltd. Tel +852 2827 1199
EHERSHERAA Fax +852 2827 0270
Oth Floor, Centre Mark Il belvest@bis.hk

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

www.bis.hk

This communicationisissued 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 to 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 contained herein constitutes as an advertisement, an invitation, a
solicitation, arecommendation or advise to buy or sell any products, services, securities, futures, options, other financial instruments
or provide any investment advice or service by Belvest.

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.

&v This e-mail and any accompanying attachments are not encrypted and cannot be guaranteed to be secure, complete or error-
E 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.
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