Don’t fasten your seatbelts
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e Economic fundamentals remain solid globally although trade restrictions and growing geopolitical tensions

could impair financial conditions.
» Contradictory signals suggest equity markets may be more volatile this year compared to 2017.

» We are positive overall on global equities although we maintain a keen focus on risk management.

After the clear skies of 2017, recent market turbulence is important to watch. Now is a time to reflect on what markets

may be telling us and how one should consider reacting.

As with other sell-offs, the volatility in February and March likely had a number of causes: escalating trade tensions, the
threat of tech-company regulation, weaker macroeconomic indicators, the unwinding of low-volatility positioning, and
the Fed’s most recent rate hike. Although these were reasonably well understood issues, the tipping point appears to

have been these risks materialising against a backdrop of higher asset valuations.

We believe that the most important things to watch now are how trade restrictions and the West’s broader relationship
with Russia unfold alongside financial conditions. “Financial conditions” is a vague term used to describe whether
financial markets feel good or not. The term has different definitions although these generally include market indicators
such as the level of interest rates, credit spread indicators, volatility and sentiment. Tighter financial conditions —

where rates, spreads and volatility are all higher — are bad for the real economy.

The direct cost of trade restrictions announced so far is fairly low, and we also need to bear in mind that the current
announcements from both the US and China represent the beginning of negotiations. It is important to focus on what
is actually enacted and whether restrictions escalate into a trade war. Significant trade retaliation and the knock-on
effects of disruptions to global supply chains and inflation could cause financial conditions to tighten meaningfully.
This would feed into the real economy through lower spending by households and businesses, and could put risk assets

on a downward course.

That said, investors shouldn't forget that global economic fundamentals are solid, US tax cuts and lower regulation are
supporting investment and hiring, China has the resources to avoid a hard landing and central bank policy is still quite
accommodative. If trade threats turn out to be more bluster than reality, markets should normalise. A good sign is that
the Trump administration exempted Canada, Brazil, South Korea, Mexico and Germany from tariffs for now. These
countries together account for more than 50 per cent of steel imports to the US, according to the International Trade

Administration under the U.S. Department of Commerce.

With markets today having to digest contradictory signals, it is easy to surmise that this year will be more volatile
than last. But, with fiscal stimulus in the US and less mature cycles in many other parts of the world, we are
cautiously constructive on global equities this year. However, with this optimism comes a keen focus on risk
management. It is these tools that we will rely on to help protect our clients” investments should negative news

begin to outpace the positive.
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Important Notice & Disclaimer

This publication shall not be copied or disseminated, 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. This publication is 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. Although every reasonable care has been taken to ensure the accuracy and objectivity of the
information contained in this publication, UOB Asset Management Ltd (“UOBAM”) and its employees shall not be held liable for any
error, inaccuracy and/or omission, howsoever caused, or for any decision or action taken based on views expressed or information in
this publication. The information contained in this publication, 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 this publication, 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 this document 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. 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. 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 in question is suitable for you.

Wellington Management is the sub-manager and sub-investment managers of the United Income Focus Trust. The views expressed
here are those of Wellington Management’s portfolio manager(s) and should not be construed as investment advice. They are based
on available information and are subject to change without notice. Portfolio positioning is at the discretion of the individual portfolio
management teams; individual portfolio management teams may hold different views and may make different investment decisions
for different clients or portfolios. This material and/or its contents are current at the time of writing and may not be reproduced or
distributed in whole or in part, for any purpose, without the express written consent of Wellington Management.

UOB Asset Management Ltd Co. Reg. No. 1986001207

iR
TTEE

RIGHT BY YOU



