ARCH LUMPINI

VWeekKlY | 05.12.2002

JINGLE BELL SEASON

nagnsus:0NIaou suonauy 2022

S

—

LH BANK

ADVISORY

|



ASSET ALLOCATION

ASSETS IN REVIEW

Selected asset Performance,2022 year-to-date and range
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MARKET TREND
IN THIS MONTH

Market Trend :
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Market Trend : iAnZaanalunisaanuluuielniainsguianay (Divided government)
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Figure 1 : Fiscal stance under unified and divided government Figure 2 : Modest Positive sector under split government : Energy , Health care and Financial
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Market Trend : 41A5N15 “Zero-Covid” 293U a%’wwanﬁzwuﬁimﬂ‘sgﬁﬂan
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Figure 3: Impact of China reopening on China GDP growth& EPS (F) Figure 4: After the 20" Party Congress, fear of China ‘s Political risks rise
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Figure 6 : The market has sharply revised down the industry's profit forecast

Figure 5 : S&P 500 profit forecasts continue to be revised down
for the fourth quarter
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Figure 7 : Holiday spending budgets remain weak Figure 8 : Inventory growth was faster than revenue growth in 3Q22
US holiday season spending budget Inventory to revenue ratio
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Figure 9 : Most liquidity indicators improved from October, but remained tight Figure 10 : Financial conditions in Developed countries are tighter
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Market Trend : ARNARNNULNINBUANMUNUNIU LUUILNUNGY Defensive
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Figure 11 : Downside risk in a recession means investors

_ _ _ Figure 12 : US equities typically trade sideways into midterm elections but rally in the months
should remain cautious in near future

B , S&P 500 performance following midterm election (1-year after)
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Figure 13 : Shift in monetary policy could limit DXY upside Figure 14 : CNY is expected to stay weak to support export competitiveness

— Fed Dot-plot forecast (2 years ahead) — US 10 year bond yield — DXY Index (RHS) —— CNY REER (LHS) — Export yoy (RHS)
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Figure 15 : Rate hike is close to the end of the cycle

€ FED’s Dot plot signals 5 rate hikes in 2022Q4, and 1 rate hike in 2023

Implied rate hikes by Fed Funds rate futures

i
After 11/3 FOMC

, before 11/1 FOMC

T

Before 11/19 CPI release
after 11/10 CPI release

%8lel puny pa-
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1214 2/1 3/22 503 &14 T/26 9/20 1171 12713 ‘ FED’s Dot plot \
FOMC& % H H By the end of 2023

* Short Team Fund
* Money Market Fund

Figure 16 : 1G bond buy at the peak of yield and hold for 1 year will have higher
probability of positive return

@ Buy above 6% for US IG yield and hold for 1 year, the probability of
positive return was 97.5% and average return was 11%

2000/10-2022/10 the probability of positive return (hold US IG for 1 year )

(return %) 2022/10/31 US IG yield is 6%

(Yield%)

Source: Bloomberg, CTBC, LH Bank Advisory
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* Money Market Fund

Figure 17 : Slow down scenario Figure 18 : US recession scenario

B US investment grade index total return(rolling for 1 year)(R)
=— OECD leading index(L)
OECD below 100 and goes down

B US investment grade index total return(rolling for 1 year)(R)
B US recession(by NBER definition)
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Source: Bloomberg, CTBC, LH Bank Advisory
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Prepare for recession : NAYNSN 2. WNLNFIEMINTUNILIATEINIOANDE

Key highlights Product Strategy
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* 95%-100% Capital protected
* Long-Short Strategies Fund*

Figure 19 : Risk of Recession is getting higher Figure 20 : 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 1112

Economics Model .
4.0
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By Yield Curve Model ‘ i .

B The Year pre-recession

Bloomberg Survey Median 79 B The first year of recession
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Figure 21 : Fact Check (2Q96-2Q22) : Adoption of alternatives can improve investment efficiency

Alternatives and portfolio risk/return
Annualized volatility and returns, 1989 — 1Q22
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Source: Bloomberg, CTBC, LH Bank Advisory
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Figure 22 : Price ahead macro and financial report Figure 23 : Fired or Hire [GO us]
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=== New hiring demand
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*note :  [new hiring in US] is booming in the following sectors inclusive of electrical equipment appliances &components,
chemicals and transportation equipment (TOP 3 ranking)

*note : since 1988, secular bear market may last for couple years, while cyclical bear market may last for months.

Source: (L)Schroders, (R)reshorenow.org, CTBC, LH Bank Advisory



=

MARKET EVENT
AND VALUATION

Countries Major Events Expected
05-Dec-22 UsS ISM Non-Manufacturing PMI NOV 54.4
06-Dec-22 Us Balance of Trade (Oct) $-73.3B
China Balance of Trade (Nov) $85.15B
O7-Dec-22 India RBI Interest Rate Decision 6.15% 5.9% f =
EU GDP Growth Rate YoY 3rd Est Q3 s
8
Current Account (Oct) ‘ ;' %': ¢
08-Dec-22 Japan : A i ,pl E—
GDP Growth Annualized Final Q3 $ i o = e
Inflation Rate YoY (Nov) 2.1% = 3 1 1=
China Inflation Rate MoM (Nov) 0.1%
09-Dec-22 PPl YoY (Nov) -1.3%
PPl MoM NOV 0.2%
US

Michigan Consumer Sentiment Prel DEC 56.8
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2Y Forward Price-to-Earnings Ratio 2Y Forward Price-to-Book Value Ratio
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5Y Forward Price-to-Earnings ratio
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