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Topics at a glance

What to expect

US economic recovery may lead
to a rebound in bond yields.
Initial spike in yields may lead to
volatile markets but equities
will remain favourable.

Government and corporate
initiatives will increasingly focus
on reducing carbon emissions.

Chinese regulations will continue
to be fine-tuned to achieve
political goals. This will affect
the economy in the short term,
but yields long-term benefits.

The Fed is expected to provide
cues on its asset tapering timeline
and update on its economic and
inflation forecasts.

What this means for investors

Investors can manage duration risk

and ride on opportunities:

» Consider short-duration bonds.

» Consider cyclical sectors such as
Financials and Consumer
Discretionary equities to participate
in economic rebound.

Invest in companies that do well in
incorporating Environmental, Social
and Governance (ESG) factors to
grow their business.

Chinese companies are adjusting

to policy changes and will eventually
emerge to be aligned with

political priorities.

Be prepared for market volatility as
markets look for more clarity in the
Fed’s taper schedule.

P> A greater urgency in sustainability

e |PCC report puts increasing
pressure on policymakers and
corporations to reduce carbon
emissions.

e More investment opportunities
will emerge for investors
investing in Sustainability.

P Raising the quality of
China’s growth
New policy focused on
social responsibility and
national security to
lay foundation for
long-term goals.

P Recovery drives US Value-

Cyclical Equities

As economic recovery continues, broad
US equities will be supported by robust
earnings growth, but Financials and
Consumer Discretionary equities will
benefit more from cyclical recovery
and improving consumer spending.

‘ Speak to your UOB Advisor today to explore opportunities on how you can better position your investment portfolio.



oric - |

A Greater Urgency in Sustainability 0!

Qe e
The Intergovernmental Panel on Climate Change (IPCC) has recently released r ]
a report warning of a “code red for humanity” due to human-influenced
climate change. The call for urgent action to avert catastrophe from extreme
weather has renewed attention on driving this through Sustainable Investing.

Figure 1A: Consumers weighed towards supporting environmental-conscious companies.
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Source: FactSet, U.S. Federal Reserve, J.P. Morgan Asset Management. Data reflect most recently available as of 16 July 2021.

Sustainable Investing — where investors incorporate environmental, social and governance (ESG) factors into investment
decisions — has become increasingly popular. If the world is facing environmental catastrophe, society at large is more
likely to invest in sectors or businesses that will champion environmental conservation — and even pay more to invest
in these areas — rather than continuing to invest in companies which contribute to these problems (Figure 1A).

A more obvious example of the increased awareness is found in the energy industry. The use of greenhouse gas emitting
fossil fuels is coming under scrutiny against more sustainable methods. Energy share prices are starting to lag behind crude
oil prices as they are seen as being too reliant on unfavoured commodities like fossil fuels (Figure 1B).

Figure 1B: Traditional energy equity prices lagged despite higher oil prices.
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Source: FactSet, J.P. Morgan Asset Management (as at 26 August 2021).

-Q- Views & Implications:

* The focus on sustainable factors will only increase and gain more influence on company performance, investors’
interest and government stance in enforcing stricter regulations. Sectors and businesses that manage issues such as
carbon emissions, employee well-being, safety and corporate governance poorly may underperform compared to
others that manage them better.



Raising the Quality of China’s Growth

China is also heavily involved in the importance of sustainability standards locally.
As one of the largest countries in the world in both terms of economic and
population size, China’s impact in this area is significant. Commitment is key to
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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.

e The country’s aim for carbon neutrality in 2060 is relatively ambitious. Unlike most other developed countries, China
does not immediately plan to cut emissions, but will embark on an aggressive path toward its net-zero pledge after 2030

(Figure 2A). The Chinese government has already proposed carbon reduction measures through carbon taxes and an
emission trading scheme.

e China has seen a big regulatory push over the last few weeks targeting both environmental and social issues. Cybersecurity,

privacy and working hours, are a few areas where companies will now need to show that they are tackling to assuage
investors and the government.

Figure 2B: Interest in Greater China-domiciled Sustainability-themed fund assets under management has grown considerably since 2020.
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Source: Morningstar, J.P. Morgan Asset Management.

-0 Views & Implications:

« China’s Sustainability focus and shift away from fossil fuels make renewable energy look interesting in the medium and
long term. Businesses involved in wind power, solar power and new energy infrastructure are possible beneficiaries.

 Regulatory tightening will promote better-quality economic growth in China and encourage investors to focus

more on companies that embrace Sustainability, which will attract further interest in Sustainability-themed assets
(Figure 2B).



Recovery Drives US Value-Cyclical Equities -

The more contagious Delta variant is causing a surge in virus cases in the
US, but its economy is keeping itself on the steady path of recovery.
Even market sentiment appears to have been impacted minimally

from recent mixed data releases. The outlook for US equities remains
favourable given supportive fiscal and monetary policy, along with
strong earnings results.

Figure 3A: All except one US equity sectors have contributed positive growth over the past year.
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Source: FactSet, J.P. Morgan Economic Research, J.P. Morgan Asset Management.

e Fiscal stimulus will continue to fuel consumer demand. President Biden’s infrastructure bill is only a part of the overall
contribution to demand. Support also comes from improving consumer borrowing. The Fed is aware that the current level
of monetary stimulus is inappropriate and guidance on the timetable to taper and hike interest rates over the coming
months will be expected.

e US earnings remain resilient with Q2 2021's impressive results (Figures 3A and 3B). The strong results are partially due to a
low comparison from last year’s poor results during the COVID-19 lockdowns. Going forward, we expect earnings growth
to slow down, but not to stall.

Figure 3B: US companies have beaten revenue and earnings expectations even after a strong recovery was expected.
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Q Views & Implications:
e The most recent earnings season has been impressive and solid profit growth should help support US equity prices
and current valuation levels.

e The economic recovery — driven by fiscal stimulus and improving consumer spending — is likely to boost performance
of value-cyclical sectors like Financials and Consumer Discretionary equities.
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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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