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i CIO THOUGHTS

Per 2024

Markets are pricing in steep rate cuts too aggressive]y, overestimating the pace and scale of future cuts. We see the

Treasury yie]d curve as vulnerable to rising yie]ds due to modest upside risks in upcoming CPI data. Equifies should

stabilize as the Fed begins cutting rates, assuming a soff—]cznding scenario.

§ ASSET CLASSES
Equities

Updates:

>

US: Corrections in tech and cyclical sectors,
reflecting unwinding concentration risks and
recession fears.

> Asia: Risen 8% YTD, in line with Japan and Europe
in USD terms, but trailing the US by 8 percentage
points. Markets more sensitive to US performance,
like Taiwan and Singapore, have outperformed.

Our View:

> US: Maintain tactical Underweight, with potential
for further corrections or sector rotations out of
index heavyweights.

> Europe: Maintain Neutral, given sensitivity to global
growth concerns and geopolitical risks.

> Japan: Maintain Overweight. Continued corporate
sales and profit growth should result in
higher valuations.

FX and Gold

Updates:

> US Dollar has fallen again due to recession fears
and the aggressive repricing of Fed rate cuts.

> Gold prices reached a record high of $2,531 per
ounce, spurred by concerns over a weak US labour
report and geopolitical tensions.

Our View:

> We believe the US dollar will not experience
significant bearishness, as the Fed is expected to be
less aggressive in easing versus current market
expectations.

> We remain positive on gold over the medium-term

and aim to add on any pullbacks.
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Credit
Updates:

>

Sharp drop in Treasury yields due to recession
fears has had little effect on credit spreads.

> Corporate fundamentals are still stable, with
yields still well above the post-GFC average.

Our View:

> Remain Positive, with an Overweight on
investment-grade bonds and Neutral on high
yield and emerging market debt.

Rates

Updates:

> Bonds have rallied on recession fears, but we
don't expect the Fed to cut rates by over 100
basis points by December or below 3% by 2025.
We anticipate the 10-year yield will return to
around 4% over time.

Our View:

> Despite stretched valuations across the
curve, we are holding off on further
reducing duration or exposure.

> With volatility likely to rise ahead of the US

Presidential elections, potential flight-to-
quality movements could temporarily push
yields even lower.



MACROECONOMIC OUTLOOK
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The US expansion continues to downshift, with g]obal expansion remaining on track but unbalanced. Global consumer

spending, supporfed by strong fundamentals, continues to advance. While nominal wage growfb has moderated across

the ]arge economies, faﬂing inflation has boosted real incomes. The latest data seems to be consistent with a soft-

]anding scenario that sees sufficient support to keep the expansion aloft.

[l

Senior Portfolio Manager

§ Looking back

> US: More signs of a gradually cooling labour market,

with August non-farm payrolls rebounding to 142k (vs.

expectations of 160k) and job openings declining in
July from a downwardly revised level in June. The
August ISM non-manufacturing composite has
expanded in 18 out of the last 20 months, reducing
fears of a hard landing.

> Europe: 2Q GDP revised down to 0.2% (vs 0.4%
projected), given declines in consumption and
investment spending. Inflation data remains mixed,
with stickier core inflation and slower pay growth
against a backdrop of lower unemployment.

| Other notes this month

Weak Chinese demand

> Weak domestic demand is fuelling deflationary
pressures on factory-gate prices.

> Sharper producer price deflation highlights slack
demand and portends more downward pressure on
consumer prices.

> To prevent entrenched deflation, the PBOC could
potentially cut its 1-year MLF rate by 10-20 bps by
year-end.

Disclaimer

| Looking ahead

>

US: Recent numbers are relatively benign in a
historical context and do not point to an
impending recession.

Europe: The ECB is expected to deliver second
25bp rate cut on 12-Sep and reaffirm its data-
dependent approach without pre-committing to
a particular rate path. Data points to subdued
momentum into 3Q, driven by an ongoing
contraction in industrial activity.

Further Policy Normalization in Japan

>

With wages, prices and profits inflecting
higher, there is increasing confidence of a
new reflationary phase.

The BoJ is set for further policy
normalization as long there is progress
towards 2% inflation.

Rates expected to be hiked by 10 bps by
year-end.

This document was produced by and the opinions expressed are those of HP Wealth Management Singapore Pte Ltd (HPWM) as of the date of writing, and are subject to change without notice.

The document has been prepared solely for information purposes and for the se of the recipient. It does not constitute an offer or an invitation by or on behalf of HPWM to any person to buy or sell any security. Any reference to past performance is not necessarily a guide to the future,

The information and analysis contained in this publication have been compiled or arrived at from sources believed to be reliable and credible but HPWM does not make any representation as to their accuracy or completeness and does not accept liability for any loss arising from the use hereof. The issuer of
the securities referred herein or HPW/M may have acted upon the information and analysis contained in this publication before being made available to clients of HPWM.

Investments in foreign currencies are subject to exchange rate fluctuations. Before entering into any transaction, you should consider the suitability of the transaction to your particular circumstances and independently review (with your professional advisers as necessary) the specific financial risks as well as
legal. regulatory, credit, tax and accounting consequences. This document may not be reproduced either in whole. or in part, without the written permission of HPWM



