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KEY DEVELOPMENTS

Economic growth
momentum cools
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Companies striving to
achieve organic and long-term
structural growth
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Asian economies hampered
by Delta variant concerns
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US Fiscal
Stimulus Negotiations

Topics at a glance

What to expect

While economic growth moderates
to a slower pace, businesses overall
will likely continue to seek for new
growth expansion, which helps to
improve job prospects.

More companies are participating in
structural trends such as digitalisation
(e.g. e-Commerce, Internet-of-Things
(1OT)) and innovating with artificial
intelligence (Al) to enhance growth
and profitability.

Despite pandemic concerns,
improving vaccination rates and
robust demand for trade support
Asia’s economic outlook.

US lawmakers will be finalising
and voting on the aspects of the
USS$3.5 trillion social and
environmental stimulus bill.

What this means for investors

Invest in quality equities —
companies with robust earnings
growth and resilient balance
sheets.

Companies that innovate
successfully with Al to improve
their businesses could see better
profitability for shareholders.

Current weakness in Asian markets
may represent opportunity to
invest at lower prices. Stay
invested to participate in their
eventual recovery.

The finalised details may differ
to what was originally proposed.
Markets will be on the lookout
for corporate and individual

tax adjustments.

P Quality equities may come back
in vogue

Quality equities may perform well

as economic growth momentum
transitions from strong levels to
a moderate pace.

T P Abright future for Artificial

: Intelligence (Al) & Innovation
Trend of digitalisation and
technology-enabled consumption
present growing investment
opportunities in many sectors.

Keeping an eye on

Asian markets

Despite current weakness, Asian
equities may pick up again once
underlying economic drivers
gradually improve and vaccination
rates pick up.

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



Quality equities may come back in vogue

Recent concerns over the possibility of ‘peak growth’ has weighed on
investors’ minds. An anticipated gradual tapering by the Federal Reserve
did not help as well. While we remain positive on economic recovery,
overall growth momentum is expected to moderate lower, and quality
equities may outperform in such an environment going into 2022.
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YTD performance of various MSCI World styles, indexed to 100 as at 31 December 2020 @ Quality @ Momentum

Figure 1A: Investing in quality equities has outperformed all other styles of equity investing in 2021.
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Source: FactSet, MSCI, J.P. Morgan Asset Management.

e Expectations of a moderating economic growth has started to support the performance of quality equities (Figure TA).
These companies sport resilient balance sheets and robust earnings capability, which can help companies tide through
periods of uncertainty.

e This does not mean that other equity strategies will not perform well. However, as the markets move into the mid-cycle
phase of the recovery, quality equities do tend to perform better during these periods. (Figure 1B).

Figure 1B: Quality equities tend to outperform during the mid-cycle phase of the economic recovery.
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Source: J.P. Morgan Asset Management.

-Q Views & Implications:

e As we move into 2022 and growth momentum cools from higher levels, quality equities (companies with robust
earnings, strong balance sheets and good corporate governance) may perform better than other equity types.



A bright future for Al and innovation ’

As the pace of economic growth normalises, investors may seek out 'l=r.
companies that can achieve long-term structural and organic growth. 7
New developments and innovations using artificial intelligence (Al) ,
technology will help companies become more efficient and even unlock

new revenue opportunities. We are positive on the space for the long term
and advocate investors to adopt a long-term perspective when investing.

Figure 2A: New developments involved in living a better life.
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Source: J.P. Morgan Asset Management.

e Technology advancements have brought about many structural growth opportunities. Automation and advances in
robotics are gaining rapid adoption across both Manufacturing and Services sectors. Advances in Al technology such as
Al and the internet are paving the way for improving everyday life (Figure 2A).

e The pandemic has further accelerated trends such as digitalisation, which in turn bring about a wider set of growth
opportunities. The e-Commerce penetration is leading the structural shift in areas of online shopping, entertainment
and payment systems (Figure 2B). This will fuel demand in cloud infrastructure and cybersecurity along with many
supporting industries.

Figure 2B: eCommerce penetration — More and more retail is shifting online.
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Source: Goldman Sachs Research, Bain-Google-Temasek (2019), Euromonitor, January 2020.

-Q- Views & Implications:

e The investment opportunities from Al and innovation are widespread and may emerge across varying industries.
Investors need to adopt a long-term perspective when investing in this space and use any market dips as
opportunities to gradually accumulate exposure.



Keeping an eye on Asian Markets I ]

Asia and emerging markets have lagged behind developed markets
performance wise this year. However, less disruptions could be expected as
several countries have begun to shift away from harsh “zero COVID-19” policies. |_ _I

Figure 3A: Singapore leading vaccination rates.
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Source: Our World in Data, J.P. Morgan Asset Management.

o COVID-19 still weighs on recovery prospects in many Asian economies. Asia’s path continues to evolve, with varying recovery
pace across countries as the speed of vaccination rollouts differ (Figure 3A). It may not be until next year before herd
immunity could be achieved and reopening plans progress.

e The rapid increase in vaccinations within Asia supports economic reopening plans. As seen in Figure 3B, partial re-opening
has caused a pick-up in trade and earnings are improving. As global demand picks up, markets with strong economic
fundamentals and good virus handling, such as Singapore, Taiwan and Indonesia, could outperform their neighbours.

Figure 3B: Recovery in exports support earnings growth.
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Source: CEIC, National statistics agencies, J.P. Morgan Asset Management. *EM Asia ex-China includes Hong Kong, Korea, Malaysia, Singapore, Taiwan, Thailand and Vietnam.
Overall exports aggregate is gross domestic product (GDP)-weighted.
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» As economic fundamentals gradually improve and vaccination rates pick up, Asian markets may start to catch up and
enjoy renewed interest from global investors. Stay invested in Asian equities to participate in the recovery.



IR
TTEE

RIGHT BY YOU

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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