H UOB viseement

Investment Outlook for 2020 —
The Year Ahead

Mr Anthony Raza, Head of Multi-Asset Strategy
16 January 2020

Private & Confidential
Disclaimer: This material that follows is a presentation of general background information about the Company’s activities current at the date of the presentation. It is information given in summary form and does not

purport to be complete. It is not to be relied upon as advice to investors or potential investors and does not take into account the investment objectives, financial situation or needs of any particular investor. This material
should be considered with professional advice when deciding if an investment is appropriate. The Company accepts no liability whatsoever with respect to the use of this document or its content. All rights reserved. No
part of this presentation may be used, disseminated or reproduced by any means be it electronic, mechanical, photocopying, recording or otherwise, without the prior written permission of the Company. Co. Reg. No.

1986001202



Survey question 1: Year 2020 marks the 11th i UOB &
year of the global expansion, making it the

longest expansion ever. When will the next

recession start?

1.  This year — 2020

2. Next year — 2021

3. Not so distant future — 2022 or later



Survey question 2. What asset class will H UOB rtgement
achieve the highest returns in 20207

1. Equities

2. Fixed income

3. Commodities (metals/oil/agriculture)
4. Gold

5. Alternatives

6. Cryptocurrencies



Asset

Survey question 3: In the last 2 years, the US it UOB Ao

stock market (S&P500) had a total return of
32%, while Asia ex Japan had a total return of
1.8%. Will Asia outperform and start to catch
up in 20207

1. Yes

2. No

3.  Too tough to call



Survey question 4. What is the greatest risk to i UOB &
global markets in 20207

1. Geopolitical turmoil (Middle East, Europe or others)
2.  Prolonged and worsened economic slowdown in 2020
3. US elections

4, Increasing inflation leading to rising interest rates



Survey question 5: Ignoring personal 1tk UOB o
preferences, who is most likely to win the US
Presidency in 20207

1. US President Donald Trump

2. The Democratic Candidate

3. Other



Agenda Hf UOB fisement

1. Dodging a bullet — Areview of 2019 to better understand the start of 2020
2. The curious investment cycles of 2018/2019 and what it means for 2020

3. Burning questions for 2020 — Make or break issues to track this year
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Transition video — Dodging a Bullet
(to be inserted by the AV Team. Shah refer to
horizon video)



Recession warnings in 2019 — the Yield Curve HUOB &

Management

« The yield curve always inverts before a recession.

* In August 2019, alarm bells rang when the yield curve inverted.
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Recession warnings in 2019 — Leading indicators mwyop s«

Management

« Indicators were very positive at the start of the year .

« They slid all year before hitting negative territory at the end of the year.

Leading Indicators before Recessions
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Recession warning signs in 2019 — The expansion ##UOB %
has lasted 11 years, evidence the consumer is tired

As the expansion continues, future consumer confidence declines relative to current

conditions.
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When businesses struggle, they cut costs and

workers

it UO

Asset
Management

No evidence of significant retrenchments — unemployment claims remain at very low.
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While manufacturing fell sharply, it appears to be U0
stabilising at the start of 2020

Global manufacturing (in blue) fell to recessionary levels in 2019 — but is stabilising.

Taiwan’s PMI tends to lead the global PMI and is already bouncing.
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Conclusion for 2019 HH UOB %stement

1. Industrial production, business investment, manufacturing, and trade declined sharply in
2019 as they would before a recession.

2. But the weak business climate was supported by interest rate cuts and businesses
never started to reduce labour supply.

3. Stable employment means stable consumption and consumption makes up 70% of
developed market economies.

4. At the end of the year, leading indicators were stabilising and recovering.

Bottom line: It was a close call, but weak business

conditions did not spread to the rest of the economy
and appeared to be stabilizing at the end of 2019.

Source: UOBAM, January 2020



Agenda it UOB

1.

2.

3.
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Dodging a bullet — A review of 2019 to better understand the start of 2020
The curious investment cycles of 2018/2019 and what it means for 2020

Burning questions for 2020 — Make or break issues to track this year
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Transition video — Curiouser and Curiouser
(to be inserted by the AV Team)



The curious investment years of 2018/2019

Asset
Management

it UO

While growth relative to market performance does not make sense in 2018/2019, the average

of the two years looks quite reasonable.

2018
Global GDP 3.70%
Global Corporate Earnings Growth 15%
Top 2%

Leading Growth Indicators
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The curious investment years of 2018/2019 M UOB &

Management

Earnings were great in 2018 —markets declined 9%

Earnings were flat in 2019 — markets were up 28%

US Equities

Source: UOBAM, January 2020

18



Management

The curious investment years of 2018/2019 M UOB &

Fixed income markets have been more logical.
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Earnings growth will be critical in 2020 it UOB s

While markets rallied in 2019 without earnings growth, valuations are too stretched now.
Performance in 2020 will be driven by earnings growth.

Dividend

Yield

2019F

us -0.7% 10.4% 18.1% 17.8x 3.2x 1.8%
Europe -0.7% 7.7% 12.1% 14.2x 1.7x 3.7%
Japan -10.5% 5.2% 8.5% 14.3x 1.2x 2.4%
Asia (ex. Japan) -8.8% 13.8% 11.0% 13.0x 1.4x 2.6%

China \ 5.0% 12.0%/ 12.9% 11.4x 1.5x 2.3%

Source: Factset, UOBAM, December 2019
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Equities are expensive by almost all measures 1t UOB&:

Management

Markets were able to rally without earnings in 2019 as valuations went from cheap to

expensive.
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Asian Equities are not quite as expensive M UOB &=

Management

Asian equities are at the upper range of valuations but not as expensive as global equities.
Furthermore, earnings growth is looking more attractive for Asia in 2020 than for global

stocks.
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Rates are low but credit spreads are reasonable #f UOB %

Corporate bonds in general and Asian credits in particular look reasonably priced

Asian Corporate Credit Spreads
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Conclusion — Expansion continues but return W UOB i

outlook Is mediocre
1.

Management

While slightly premature, we think the consensus that we have avoided a global recession is correct.
But, a base case “muddle through” environment might not be very exciting.

Equity returns will be driven by earnings growth as valuations are already full. We expect earnings
growth to be around 7%, which in turn is a reasonable estimate on global equities in 2020.

Fixed income returns will be muted as rates are already very low. We don’t expect more rate cuts nor
rate hikes in 2020. Fixed income return expectations should be anchored around 3-4%.

We start the year neutral on Asia but it is attractive if trade stabilises.
Global growth would likely lead to a mildly softer USD.

Alternatives are more attractive with little upside and significant dispersion between stock returns.

Source: UOBAM, January 2020
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2020 asset allocation view — The expansion it UOB “mssenen
should continue with modest growth

GLOBAL ASSET ALLOCATION -- - N + ++
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Source: UOBAM, January 2019
Note:
*3-6 months horizon
The weights are relative to the appropriate benchmark(s).
‘- - denotes maximum underweight, ‘-’ slight underweight, ‘N’ neutral, ‘+’ slight overweight, ‘+ + maximum overweight; arrows show change from last quarter.
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Dodging a bullet — A review of 2019 to better understand the start of 2020
The curious investment cycles of 2018/2019 and what it means for 2020

Burning questions for 2020 — Make or break issues to track this year
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Burning questions for 2020: ituoB

Asset
Management

In this 11t year of expansion, how do we think about cycles?

1. Isthe clock stuck at 11:59?

2. Do we have any precedent on how markets will behave?
3.  What will be the signs of the next recession?

The new UOBAM investment clock
UOBAM INVESTMENT CLOCK
Peak of the Expansion

Source: UOBAM, January 2020
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Burning questions for 2020: i UOB ¥tiemen

Will Geopolitics destabilise markets in 20207

Middle East Conflicts (Iran/US, Saudi/lran, Israel, etc)
North Korea refuses to denuclearise

Trade tension flare-ups
European politics after Brexit

Historically, geopolitical conflicts caused sharp corrections — but the effects were temporary.
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Burning Questions for 2020: H## UOB #igement

Will Geopolitics destabilize markets in 20207

Middle East Conflicts (Iran/US, Saudi/lran, Israel, etc)
North Korea refuses to denuclearize

Trade war flare-ups
European politics after Brexit

Historically, geopolitical conflicts caused sharp corrections — but the effects were temporary

Global Equities — Irag War

US Invades
Afghanistan

!

Invades Iraq

Source: UOBAM, January 2020 r



Burning questions for 2020: H# UOB %:erer
Will Asian equities outperform in 20207

Asia Outperformance Check List:

USD neutral or weak ¥

Trade conflict risks are declining? ¥

Global trade is expanding ¥

Global growth is accelerating (even mildly is ok)/

Asian valuations are relatively attractive

Developed markets suffer from high valuations or weak growth

ohkwhE

We start the year neutral on Asia, but have a careful eye on its prospects as it has potential

to be a top performer.

Source: UOBAM, January 2020 31



Burning questions for 2020: H# UOB %:erer

How will US elections affect markets in 2020?
Trump Approval Ratings

olls of adults

Incumbents have a big advantage

US and UK elections tend to rhyme:

- Reagan/Thatcher ) mmmmsg_g —
- Clinton/Blair Y
- Johnson/Trump P .

Warren/Sanders are liberals — somewhat
similar to Corbyn

Democrat Primary Candidates

JAN. 06 LEADER
Biden

No president has been re-elected with
approval ratings below 45%

Joe Biden is more moderate, and similar to
Obama and Clinton

Polling has been steady — Biden is leading
the primaries and Trump has low approval :
ratings

Source: UOBAM, January 2020 32



Burning questions for 2020: H# UOB %:erer
How will US elections affect markets in 20207

Most investors seem to believe that Trump is more market-friendly, but Biden will likely be seen as an
extension of Obama (and markets did as well or better under Obama).

Conclusion: The election is likely to be close, but both candidates are likely to be market friendly.

Equity Market Performance Under Obama and Trump
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Equity Markets Under
Obama
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000000

Equity Markets Under
Trump

— Obama s Trump

Source: UOBAM, January 2020
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Important Notice and Disclaimers HH UOB fisstement

These slides shall not be copied, or relied upon by any person for whatever purpose. The information herein is given on a
general basis without obligation and is strictly for information only. These slides must be viewed in conjunction with the oral
presentation provided by the United Overseas Bank Limited ("UOB") or UOB Asset Management Ltd ("UOBAM").

These slides are not an offer, solicitation, recommendation or advice to buy or sell any investment product, including any
collective investment schemes or shares of companies mentioned within. The information contained in these slides, including
any data, projections and underlying assumptions are based upon certain assumptions, management forecasts and analysis of
information available and reflects prevailing conditions and our views as of the date of the document, all of which are subject to
change at any time without notice. Please note that the graphs, charts, formulae or other devices set out or referred to in these
slides cannot, in and of itself, be used to determine and will not assist any person in deciding which investment product to buy
or sell, or when to buy or sell an investment product.

In preparing these slides, UOBAM has relied upon and assumed, without independent verification, the accuracy and
completeness of all information available from public sources or which was otherwise reviewed by UOBAM. UOBAM does not
warrant the accuracy, adequacy, timeliness or completeness of the information herein for any particular purpose, and expressly
disclaims liability for any error, inaccuracy or omission. UOBAM and its employees shall not be held liable for any decision or
action taken based on the views expressed or information contained within this publication. Any opinion, projection and other
forward-looking statement regarding future events or performance of, including but not limited to, countries, markets or
companies is not necessarily indicative of, and may differ from actual events or results. Nothing in this publication constitutes
accounting, legal, regulatory, tax or other advice. The information herein has no regard to the specific objectives, financial
situation and particular needs of any specific person. You may wish to seek advice from a professional or an independent
financial adviser about the issues discussed herein or before investing in any investment or insurance product.
Should you choose not to seek such advice, you should consider carefully whether the investment or insurance
product is suitable for you.
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