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Figure 1 : Manufacturing accelerates as gap with services widens
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Figure 2 : Policy still supports manufacturing, but tightening risks emerging pressure
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Figure 3 : Oil-driven inflation pressures to persist into 3Q26 Figure 4 : Delayed easing does not signal the end of the rate cut cycle
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Source: Goldman Sachs CTBC Bank, LH Bank Advisory
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Key Factor :Lﬂsﬂaﬁwimméﬁ-@utﬁam NyuANULHEIABNIIaNNIUBANULEENLATAR
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Figure 5 : US long-end yields to stay elevated Figure 6 : US IG upgrades gradually rising YTD

US long-end yields to stay elevated = Ex-WBD
| ] 150 | | | |
UST Yield Curve (%) m Monthly net rating change (index notional * notches incl. watch/outlook, $bn)
- Short-term Rates- Reflecting Long Rates: Reflect term 100 Upgrades > downgrades
current policy outlook policy, fiscal conditions &
5.0 inflation
50
4.5
T 0
4.0
-50 '
3.5 T downgrades > Upgrades
e | S test Feb 27 (pre-conflict) 100
A R R I I
1Y 2v 3y SY 7Y 10¥ 20Y ?;b% Qv Ng (@ W A\ qq;} Q¥ N @ W

Source: Bloomberg, BofA, CTBC, LH Bank Advisory
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Figure 7 : Elevated oil prices lift Japan’s import prices
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Figure 8 : Rising energy costs adding to inflation pressures
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Figure 9 : Al-driven resilience to boost H2 consumer sector earnings Figure 10 : Earnings upgrades for energy, communication services & materials
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Key Factor : Misnauwmaluladlawnss vyudnmamunindsuiusuawu (Capex) Ainiilas

Figure 11

: Strong tech earnings outlook continues to drive capex upgrades
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Figure 12 : Earnings upgrades led by digital advertising leaders and semiconductor firms
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Figure 13 : Demand for TSMC's

CoWoS wafers is forecast to maintain an upward trajectory
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Figure 14 : Al semi revenues breakdown by application.
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Figure 15 : Rapid inventory depletion nears operating pressure point in June, driving strong Figure 16 : Even if strait transit resumes, supply chain bottlenecks will keep the deficit ratio

restocking demand elevated
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Source: JP Morgan, Goldman Sach, CTBC Bank, LH Bank Advisory
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44 INVESTMENT AND PRODUCT STRATEGY
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