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§ CIO THOUGHTS

The rebound in g]obal PMI has parecl rate cut expectations, causing bond prices to fall Global equities have, however,

surged to record highs, driven by earnings upgrades and valuation expansion. We remain cautious but optimistic, with
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further delays in rate cuts pofenfiaﬂy offseHing any continued macroeconomic resilience.

| ASSET CLASSES CIO and Partner
Equities Gold
Updates: Updates:
> US: Valuation premium close to all-time highs again. > Gold has been trading at a significant premium to
‘fair value.

> Europe: Supported by improving macro and rate cut,
though earning expectations have not rebounded. > Recent concerns on DM debt and deficits could be

themes adding to gold's long-term appeal.
> Japan: Underperformed due to sharp yen

depreciation. Our View:

> We upgrade our view on Gold on the back of DM rate
cuts and rising geopolitical risks e.g., new trade and
tariff policies from the US targeting Chinese exports.

> Asia ex-Japan: Outperformed Japan and Europe due
to valuation expansion

Our View: > We see opportunities to bring our position back to
> US: Slight Undernweight; potential delays to easing, Neutral at levels below US$2,300.
elections and valuations.

> Europe: Neutral due to political risks ie. UK and France Rates
elections. Updates:

> The SNB, Riksbank, ECB, and Bank of Canada have
implemented cuts; BOJ likely to remain an outlier
(hike expected in July), with JGB yields set to rise
further in H2 24.

> Japan: Overweight; fundamentals in play once yen
depreciation peaks.

> Asia ex-Japan: Overweight; fundamental risk-reward is

turning positive. > Fed outlook remains uncertain due to volatile
macroeconomic data, causing Treasury yields to
Credit make big moves in both directions.
Updates:
> Despite Fed expectations causing elevated volatility Our View:
in bond yields, credit yield levels have been > We expect the Fed to cut rates twice (beginning in
relatively stable. Sept) by end-2024. The 10-year yield should then

trend down towards but remain above 4%.
> Thevyields for IG and HY have been 55% and 8.0%

respectively. > Ifyields increase, consider adding exposure and
extending duration only at levels above the recent

Our View: high of 4.7%.
> Credit yields have been less volatile because spreads
have largely moved in the opposite direction to bond > Maintain Underweight on USD government bonds.

yields in reaction to macro data.

> Maintain OW in IG and Neutral on HY and EM debt.
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The narrative for the global economy can be characterized as a pushback against growth fears and disinflation
optimism. The g]oba] expansion moved into firmer ground in 1H 24, with growfh broadening across regions and sectors.
There are encouraging signs that the expansion in the global manufacturing sector is broadening beyond the tech-
exporting Asian economies,
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§ Looking back | Looking ahead

> The May US jobs report showed employment growth 2 \X/hilg US headline jobs numbers were stiong, we
(non-farm jobs up 272,000) rebounding far more than continue to see hourly eamings moderating and
consensus. Job growth was broad based, with 63.4% of further normalization in the labor market.

industries increasing employment. Unemployment,
however, ticked up to 4.0% - the highest since Jan 22.
Most metrics from the household survey were less
favorable, pointing to the possibility of overstatedjob s Thereis a possibility of the BOJs second rate hike
growth. occurring in July - in addition to positive economic
data, Governor Ueda has stated that the policy rate is
significantly lower than the neutral rate.

The ECB's next cut is likely to be in Sept - when more
data is available to policymakers.

> The ECB cut rates on 7 Jun, with a larger-than-
expected upgrade to 2024-25 growth and inflation.

> InJapan, CPlinflation remains high for private sector
services. Services PPl also accelerated further in Apr,
suggesting that the cycle of wage growth and inflation
is intact.

§ Other notes this month

China macro remains challenging, with some US inflation surprise - anomaly or precursor

signs of recovery to higher inflation?

> Acceleration of May export growth was negated by > Strong Q1 24 readings have cast doubts on
disappointing import numbers. the sustainability of disinflation.

> Activity seems to have picked up in May, as recent > We see this as an anomaly, as much of the
measures to boost the housing market may have overshoot reflects lagged catch-up in
rekindled new demand. major PCE categories (and is not reflective

of ongoing supply-demand imbalances

> Recovery in domestic demand will depend on or current cost
policymakers stepping up monetary and fiscal pressures).
stimulus.
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