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North American Equities

The US stock market posted its third consecutive monthly
advance in January. Signs of economic resilience, news that
core inflation for December had dropped below 4%, and some
stronger-than-expected corporate earnings reports helped
the broad-based Standard & Poor’s 500 Index. However, a
reduced likelihood that the US Federal Reserve Board would
cut its target interest rate in March, high stock valuations, the
dominant role of a handful of technology companies and
worries about geopolitical conflicts kept gains in check. For
the period, the communication services and information
technology sectors led the index higher, while the real estate
sector notably lagged. In January, large-cap stocks topped
small caps and growth performed well.

European Equities

Shares in Europe rose for a third month running in euro
terms, hoping that the European Central Bank (ECB) would
soon start to cut interest rates and help the economy.

Equities rebounded and stocks received a lift after the ECB
left rates unchanged and appeared to signal a more dovish
outlook.

The ECB said that risks to economic growth “remained tilted
to the downside,” and President Christine Lagarde seemed
to soften her tone by acknowledging that the disinflation
process was working and that wage growth was declining.

Seven sectors comprising the index fell in USD terms.

European economies have generally displayed a good
degree of resilience. Inflation remains the focus of central
bank deliberations, as interest rates moved sharply higher.

Geopolitical uncertainty remains high, but European
governments, companies and households have not been as
badly affected by higher energy costs as feared.

European equities began to rally towards the end of last
year.

Japan Equities

The Japanese equity market had a good start to the year,
rising 8% in JPY terms in January. The market only rose 3%
in USD terms as the JPY weakened over the month. The
JPY had been strengthening in December on expectations
that the Bank of Japan (BoJ) would remove its negative
interest policy. However, the BoJ decided to maintain its
policy in January and is now not expected to make any
policy change before April. Inflation in Japan continues to be
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Separately, the cycling of low base effect from the post
COVID-19 reopening has played out in most economies in
2023. We expect growth trend to return to normal in 2024.
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quality  growth.” Policymakers also  emphasized
“strengthening counter-cyclical and cross-cyclical
adjustments.” Throughout 2023, Mainland China’s economy
has improved We think its positive, pro-growth stance is
supportive of economic growth in 2024.

For innovations, Mainland China should benefit from the
following key areas: Traditional tech, Al, advanced
manufacturing, electric vehicle and healthcare. We believe
the healthcare sector should see brighter upside on the back
of Mainland China’s pursuit of innovation ranging from high-
tech to healthcare, strong innovative pipelines of domestic
biotech companies and potential recovery in global biotech
investments.

We also believe consumption may further improve with
Mainland China’s pro-growth policy stance. Household
incomes rebounded in 2023 vs 2022, but the recovery is
slightly below trend due to weaker-than-expected income
growth and weaknesses from a deflating property market.

Healthcare Equities

Global healthcare performed well in global stocks. The
pharmaceuticals, biotechnology and healthcare equipment
and supplies sub-sectors performed well, while healthcare
providers and services and life sciences tools and services
lagged.

We believe that the defensive characteristics of the sector
coupled with solid organic growth in select companies should
provide strong performance over a full market cycle. The
COVID-19 pandemic has created structural changes within
healthcare that provides enhanced investment opportunities
across select segments of the sector.

We believe select companies will continue to reap the benefits
of the excess cash flows generated from COVID-19 testing
consistent with the emerging endemic state of COVID-19.

We see value in select supply chain companies, specifically
pharmaceutical wholesalers, and expect these companies to
see improving margins from accelerating drug inflation and
continued recovery in prescription volumes.

Sustainable Pacific Asia Bond

We believe the US Federal Reserve Board and other global
central banks transitioning to end their rate hike cycles in
2024 would help underpin global and Asian bond markets. We
believe Asian central banks, such as Indonesia, India and
South Korea, have room to cut rates in 2024 amid a benign
inflationary environment.
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We have seen the commitment of China’s central government
to contain systematic risk, particularly related to the Local
Government Financing Vehicle. While we are not expecting
the policymaker to roll out a massive stimulus by leveraging
the nation’s balance sheet, we expect more similar measures
to contain systematic risk and provide ongoing support to
other important economic drivers. With the property sector,
we believe the measures will likely be piecemeal and require
time to gradually resolve the structural issues, such as
oversupply of residential housing and weak funding access
by non-state-owned developers. We expect policies to
continue to center in stimulating demand by lowering the
borrowing cost and rebuilding homebuyer’s confidence, which
in turn gradually stabilizes primary home sales.

RMB Bond

Despite the government announcement of a CNY1-trillion
special central government bonds stimulus and further
property support, tentative growth stabilisation fizzled into the
year-end. Manufacturing PMI outlook continues to remain soft
while corporate capital expenditure and exports remain
stagnant. Policymakers calibrated the 2024 economic
planning at the annual Central Economic Work Conference in
December, where GDP growth and inflation targets, monetary
policy and fiscal budget objectives were agreed. Property
sales weakness carried into January 2024. Given negative
price adjustments in property, consumer sentiment, which is
one of the key growth drivers for internal consumption, will
likely be negatively impacted.

With weakening economic momentum and emerging signs of
debt-deflation pressure on both local government finances
and households, we believe there is a strong case for more
aggressive monetary and fiscal stance from authorities. We
therefore see value in adding duration in CNY rates and
believe there is room for further policy easing. On currency, a
stable RMB is the clear policy direction for authorities. The
RMB is expected to trade in range against the USD and is
likely to benefit from potential easing by the US Federal
Reserve Board and stabilisation of China’s growth trajectory
in 2H 2024.
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WARNING : Investment involves risks. You should consider your own risk tolerance level and financial circumstances

before making any investment choices. The information provided in this publication is for reference only and
should not be regarded as financial or investment advice. This publication does not constitute and should not
be regarded as any recommendation, offer or solicitation to purchase any products. If you are in doubt about
the meaning or the effect of the contents of this publication, you should seek independent professional advice.
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