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Chinese tech companies face
greater pressure from the US

an’y

Huawei, WeChat and TikTok impacted by mounting
pressure from Trump

 With the latest directives by President Trump, these leading
China technology companies have had their presence and
ability to do business in the US and with US companies
severely curtailed.

 Chinese companies have already been using third-parties to
transact with US firms to circumvent US tariffs and
regulations. This latest tightening has further escalated
tensions and increased risk aversion in financial markets.

A look at this month
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US elections
candidate
update

Stage set for the White House race

i o Democrat presidential candidate Joe Biden has selected

senator Kamala Harris as his Vice-President candidate
for his campaign for the White House. Although she has
an inconsistent policy track record, Harris’ nomination
increases ethnic minority support for Biden.

* Biden and Harris will be campaigning against incumbent

Republican President Trump and Vice President Pence,
who are fighting for a second term in office.

» Market volatility is expected as markets weigh the

policy implications of the Democrats winning the
presidential elections.

European Central

Bank (ECB)

Meeting - ! $
The ECB is M
expected to

continue its loose
monetary policy.

)
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US FOMC Meeting
The Fed is expected
to reiterate its
average inflation
targeting policy

and update its

GDP forecasts.

First US
Presidential
Debate

This is scheduled
to take place in
Cleveland, Ohio.



Asia ex-Japan economies perform well in terms

of risk and policy response 0 .
Asia ex-Japan economies continue to score and rank well — this helps a ,#f&
to support their stock market outperformance.

Impact of COVID-19 on Asia ex-Japan economies

Risk of COVID-19 on economy: 1= high risk, 10 = low risk
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Ability and effectiveness of policy response: 1= weak, 10 = strong

Source: FactSet, International Monetary Fund, Johns Hopkins University, Our World in Data, various central banks, J.P. Morgan Asset Management. Data as at 1 September 2020.

When Asia ex-Japan economies were ranked based on each country’s risk (e.g. recent infection trends) and policy response
(e.g. fiscal policy) to the COVID-19 pandemic, economies such as — China, Hong Kong, Taiwan, South Korea — on average,

continued to score relatively well.

China’s performance in this aspect bodes well for Asia’s outlook given China’s economic scale and influence in the region.
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Source: China Securities Index, MSCI, J.P. Morgan Asset Management. Indices are represented by MSCl indices, except China A (CSI 300). Data as at 1 September 2020.
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Q Views & Implications:

e The Asia ex-Japan COVID-19 tracker shows that many Asian economies are relatively well positioned amid the

current COVID-19 pandemic, and we see this being reflected in their year-to-date equity market performance.

» This reinforces our preference for Asia ex-Japan equity markets, especially China equities, over EM ex-Asia equities.



2Q2020 earnings likely to be the bottom of the earnings cycle

Many S&P 500 companies have reported negative earnings in 2Q2020. E
Cyclical sectors such as oil and gas, and basic materials reported =
weak earnings numbers, while defensive sectors like Healthcare and J

Technology delivered a relatively stronger set of numbers. >

S&P 500 sector 2Q2020 Earnings Per Share growth

Year-over-year

Consumer Services 12.76%
Healthcare 6.92%
Utilities 6.68%
Technology 0.01%

Consumer Goods -0.20%

Telecommunications -1.09%
Industrials -2377%

Financials -26.51%

Basic Materials -32.90%

Oil & Gas -54.95%
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Source: Bloomberg L.P. Finance, J.P. Morgan Asset Management. Data as at 1 September 2020.

However, four out of five S&P 500 companies have reported results that exceeded their 2Q2020 earnings per share estimates.
As a whole, companies have reported the highest levels of earnings surprise — figures that are drastically different from
estimates — (23.1%) on aggregate. This is attributed to the pessimistic analyst projections prior to the earnings season.

S&P 500 2Q2020 earnings surprise
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Source: Bloomberg L.P. Finance, J.P. Morgan Asset Management. Data as at 1 September 2020.

Q Views & Implications:
» Strong 2Q2020 earnings have helped to propel US equity indices to record highs in August.

« If 2Q2020 earnings signaled the bottom of the US earnings cycle, then earnings will likely be a smaller headwind to
US equity returns going forward.

 With corporate earnings looking more optimistic, investors can consider allocating more to sectors such as Healthcare,
which have long-term growth drivers and more attractive valuations, and less to sectors such as Technology, which
have done well but are expensive in terms of valuation.
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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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