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Key events at a glance

Market recap

Chinese offshore debt concerns : US floats global tax hike proposal
weigh on investors :

Valueofmoney 7. AN

i
!‘&!

e Huarong Asset Management — a systematically important e In early-April 2021, US Treasury Secretary Janet Yellen
Chinese financial institution — sent investors into a panic . proposed a global minimum corporate tax to international
in April 2021 after it missed a deadline for reporting its i taxregulators.
earnings. » Developments are still in the early stages, and negotiations

o Chinese regulators later announced that Huarong was . need to be set out between the other countries.
operating normally. However, it is likely that Huarong’s debt i s Yellen emphasised that beyond the proposal, ‘strong fiscal
will be restructured, given the importance placed on . efforts’ are still needed to support the global economy.
maintaining confidence at this current stage of economic » However, with economic recovery still being a priority, it is
recovery. ¢ unlikely that the tax hikes will commence anytime soon.

* Beijing’s willingness in allowing inefficient state-owned
enterprises to default is viewed to be part of China’s
long-term reforms to increase its competitiveness. We
remain positive on China as a Megatrend.

A look at this month

MAY MAY
People’s Bank of China - Royal Bank of New Zealand
3 X (PBOC) Policy Meeting (RBNZ) Policy Meeting
OF  N®  Chinese policymakers are not Markets will be watching to see
' ‘ expected to change benchmark if the RBNZ will further expand

PBOC lending rates. RBNZ its stimulus measures.
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President Biden’s plan to build up America =

US President Biden recently announced a US$2.2 trillion infrastructure
spending proposal which will span the next ten years as part of his a
“Build Back Better” campaign. In addition to traditional heavy —

infrastructure projects as well as research and development (R&D), there 222 l 222
is also a strong focus on clean energy and electrification.

President Biden’s proposed infrastructure plan
USD billions (bn)
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$621bn $211bn $100 bn $213bn $100 bn $25bn $300bn  $180bn  $500bn  $2,250 bn
US transport Clean water High speed Affordable Public schools Childcare Revive US Research and Others* Total
infrastructure and energy broadband housing facilities manufacturing Development

/)

* “Others” refers to workforce development as well as support for the elderly and disabled.

Source: J.P. Morgan Economic Research, J.P. Morgan Asset Management. Data as of 30 April 2021.

e The Biden administration has proposed to spend US$2.2 trillion over the next ten years on traditional infrastructure projects
like highways and sewers, hi-tech areas such as high speed broadband, building and upgrades to housing and schools, as well

as R&D and manufacturing incentives (as shown in Figure 1). These will mostly be funded by the tax increases from both
corporate and top marginal income taxes.

e Notably, the Biden administration — unlike the previous administration — places a strong focus on climate change initiatives.
These initiatives lean towards the areas of clean energy and electrification, and focus on bringing down greenhouse gas

emissions (see Figure 2 below). As such, the proposed infrastructure plan will be allocating investments to support the US
electric vehicle industry and power infrastructure.
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Source: Climate Action Tracker, J.P. Morgan Asset Management. Current policy forecast is the post-COVID forecast provided by Climate Action Tracker. Data as of 30 April 2021.

-Q- Views & Implications:

» While President Biden'’s proposal for infrastructure spending may not garner bipartisan support, the proposal can still
be passed through the reconciliation bill.

o It will likely take a few years for this infrastructure plan to ramp up. When that happens, it can potentially provide a
strong boost to longer-term US GDP growth, contribute to carbon neutrality by 2050, and lead to the US economy
becoming more competitive, supporting our call on the US Megatrend.

e The environmental focus of Biden’s infrastructure plan will create opportunities across the value chain that supports
the prospects of green investments, and the Sustainability Megatrend as a whole.
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European equities to potentially play catch up

While the Eurozone may be battling a new wave of COVID-19 cases, 1] |
incoming macro data continues to remain resilient. We see the Eurozone =l
recovery as being delayed, not derailed. Investors can consider looking at

European equities as a laggard play, given their high cyclicality and lower

sensitivity to rising bond yields.

Eurozone nominal GDP growth and earnings growth —-- Eurozone nominal GDP —— MSClEuropean Monetary Union
% change year-on-year trailing earnings per share
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Source: Eurostat, IBES, MSCI, Refinitiv Datastream, J.P. Morgan Asset Management. Nominal GDP forecasts from J.P. Morgan Securities Research. Data as of 30 April 2021.

The increasing supply of vaccines and accelerated pace of vaccine rollouts have helped the Eurozone deal with its new
wave of COVID-19 infections. Incoming economic data has also been holding up relatively well.

We expect Eurozone’s nominal GDP to improve significantly towards end-2021. This will likely support the growth to
recovery for corporate earnings, in line with the upward forecast for GDP (as shown in Figure 3).

European equities tend to be more cyclical in nature (i.e European companies do better as the global economy rebounds)
and are less sensitive to rises in bond yields. This is because, as compared to US equities, European equities have less
companies in Information Technology (IT) and communication services and more companies in Industrials, Materials and

Financials sectors, as shown in Figure 4 below.

Europe ex-UK vs. US equity sector weights
% of total market cap
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Source: MSCI, Refinitiv Datastream, Standard & Poor’s, J.P. Morgan Asset Management. Indices are all MSCI, except for US, which is S&P 500. Data as of 30 April 2021.

Q Views & Implications:
e The Eurozone may be lagging behind the US in its economic recovery, but it is quickly catching up with a faster

vaccine rollout.
» We remain positive on European equities, which can be a potentially attractive laggard play for investors buying into

the global economic recovery.
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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 in this 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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