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ASSET ALLOCATION

ASSETS IN REVIEW

Selected asset Performance,2022 year-to-date and range
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Figure 1 : Manufacturing and leading indicator shows recession in US is increasingly likely Figure 2 : Risks to US outlook are tilted to downside until mid-2023

US GDP Growth (%YoY)

US economic indicators
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Figure 3 : The Citi Earnings Revision Index showing earnings downward revision continues Figure 4 : Inventory building up at consumer end
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TO WATCH IN THIS MONTH -

Prepare for recession : NAENEN 1. WNaFUNINIANNAGDNEY LwFauAlanalUBNAIIAZIAY

Key highlights Product Strategy
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LH Bank Advisory kugthmaiwdaunnundauiaanlamasianainznas e LH Bank Advisory
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* Short Team Fund
* Money Market Fund

Figure 5 : An inverted yield curve make yield of short-term debt more attractive Figure 6 : Short-term have a low interest rate risk

US Treasuries Yield Curve The Sherman ratio of IG bond Index with different duration
-0-2022/10/26 -0-2022/6/30 -0-2021/12/31 YTM/

Duration

4.0
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2.0 5-7Vr

® 9 10isvr

1.0

0.0

O 2 4 6 3 10 12 14

The Sherman ratio is an interest risk measure and represents the yield per unit of duration. For example , Sherman ratio of
3.04 for 1-3 yr., IG means that it would take a 3.4 bps. Interest rate over year to offset the yield

Source: Bloomberg, CTBC, LH Bank Advisory
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TO WATCH IN THIS MONTH -
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Key highlights Product Strategy
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Q9. 9% NN LH Bank Advisory Wuzidn ﬂaawaﬂa\‘mummmm‘[ummmmm 13U ﬂaa‘maTuﬂau * Long-Short Strategies Fund
long-short strategies

Figure 7 : Risk of Recession is getting higher Figure 8 : Average performance around the past 4 US recession

Probability of US Recession within 12 Months Average performance around the past 4 US recession

11.77
By Bloomberg 10.68 11.12

Economics Model

By Yield Curve Model

B The Year pre-recession

Bloomberg Survey Median 79 Bl The first year of recession

Oct-21  Dec-21  Feb-22  Apr-22  Jun-22  Aug-22 i S8P500 o e Rojaed

Source: Bloomberg, CTBC, LH Bank Advisory
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AGH) L 17i 3. Volatility Control Mechanism (VCM)

q

Key highlights Product Strategy

LH Bank AdVISOFy LLuq,umaﬂLaa\‘iauwﬁwwuwamauLmumaauu;ﬂmiﬂ‘[ummmwa\‘mwmmm
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* NaxNU Allocation / Multi Asset
* NBNYU Low Beta
* Long-Short Strategies Fund

Figure 9 : Fact Check (2Q96-2Q22) , Figure 10 : Fact Check (1999-2022) ,
Adoption of alternatives can improve investment efficiency Equity and bond both fall together. It doesn’t happen for 2 consecutive years

Asset Allocation with Bond, Equity and Alternatives (2Q96-2Q22)

o Annual global equity and bond returns since 1999
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Source: JPM,2022/9/30;Blackrock,2022/6/30, CTBC, LH Bank Advisory
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ﬂaﬁJ‘WL!Lﬂﬂtﬂﬁ“lﬂﬁ%ﬂﬂﬂﬂ‘ﬂﬂﬂﬂ‘n
Late Cycle Recession Recovery

Recession lasts 10 months in average

Recession

! Sectors
Sectors i
1 4 :
2

Note : Recessions herein adopt the NBER definition (https://www.nber.org/research/business-cycle-dating)
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Source: Bloomberg, CTBC, LH Bank Advisory
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Countries Major Events Expected
07-Nov-22 China Balance of Trade (Oct) $84.74B
Japan BoJ Summary of Opinions
08-Nov-22
EU Retail Sales MoM (Sep) -0.3% i &
09-Nov-22 China Inflation Rate YoY (Oct) 2.8% ;.’ |
" ‘ h
Inflation Rate YoY (Oct) 8.2% _“" - l
10-Nov-22 us e ||
Core Inflation Rate YoY (Oct) 6.6%
GDP Growth Rate YoY Prel Q3 44% | @ =
UK GDP Growth Rate QoQ Prel Q3 02% | ‘=i Essce
11-Nov-22
GDP MoM (Sep) -0.3%
US Michigan Consumer Sentiment Prel (Nov) 59.9
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2Y Forward Price-to-Earnings Ratio 2Y Forward Price-to-Book Value Ratio
Thai * Thai *
China | * China | *
China A 80 | * China A 850 | *
Hong Kong | * Hong Kong | *
S&P 500 | o S&P 500 | o :
Dow Jones | . Dow Jones | * g
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