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Face-to-face interview with Head of Multi-Asset & Hong Kong
Pensions
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Asian markets, as measured by the MSCI AC Asia ex Japan index, have rallied 21% in USD
terms since the bottom in January this year®. This can be attributed to the gradually improving
economic and earnings conditions, thanks in part to the policy support provided throughout
the region. Paul Chan, Head of Multi-Asset & Hong Kong Pensions, details his view on what
makes Asia stand out. Most Asian countries use monetary policies by easing interest rates and
provide fiscal measures to spur demand over the short term, and at the same time, continue
pursuing structural reforms to enhance longer-term growth prospects.

METMERIFNMNESHHESMAER? Q: What is your view on monetary policies used

by Asian countries?

: "ﬁtt;f:’y% EMNEERES U T KEHNEZER A: Compared to most developed economies, where nominal interest
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MERRE RIS OET - B rates are zero or even less, Asian central banks are in a much better
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ition when it comes to monetary policy. As most Asian countries
FIR RN ERER - B8N RITIE R MRS pos!
BEEZNEE - ZEEEEN SRS ISR still face low inflation and nominal policy rates are well above
18 B b Tig2E R (EEMEEEEEAEMR T zero, many central banks in the region are choosing to maintain a
fF o RIBEAZMEA » ERRITHEERE  HAR slight easing bias. The US Federal Reserve's cautious approach to
M BERERARRITECR KRB ARRER tightening supports this stance, leading to the associated currency
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risk being reduced. Over the past three months, seven central banks
cut rates, of which Australia, Taiwan and Malaysia eased following
the Brexit referendum in late June. We believe most of them

can further ease to counteract downward pressure on growth, if
necessary.
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Source: FactSet; as of end June 2016 from the low on 21 January, 2016.
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A:

How does fiscal spending result in economic
growth?

In Asia, some governments started to increase fiscal spending in late
2015, as seen in China, Korea, the Philippines and Thailand. The
stepped up public investment, in some cases, was aimed at lifting
economic growth in concert with their accommodative monetary
policies. The relatively low debt-to-GDP ratio of less than 40% for
most Asia ex Japan countries also supports government continuing

to spend?. We believe governments in Asia will remain committed to
providing fiscal support until they are confident that growth conditions
have stabilized. Below are some of the fiscal spending measures
announced recently.

m In China, the Ministry of National Development and Reform
Commission recently released a plan stating RMB 4.7 trillion
($721.8 billion or 6.9% of 2015 GDP) in funding would be
provided for 303 projects over the next two years® . This includes
railways, roads, waterways, airports and metro systems.

m In Korea, the government announced a 20 trillion won ($17.1
billion or 1.3% of GDP) fiscal stimulus package with measures to
support environmental friendly infrastructure spending. Korea is
one of the countries in Asia running a fiscal surplus®.

m  The Philippines recently approved its Three Year Rolling
Infrastructure Program (TRIP) for 2017 to 2019 to promote the
optimal use of public resources for infrastructure development.
This is to make sure that once public projects are started, they
are properly funded until completed.

m Thailand is also considering doubling its infrastructure investment
budget under the new administration, after two decades of
limited public investment.

In addition to the direct benefits to overall GDP growth, stepped up
fiscal spending in the region can also create jobs, connect regions
and countries, leading to an increase in property investment and
consumption. It could also result in private capital investment
increasing, as companies seek to take advantage of the growth
opportunities that may arise from new roads and railways being built.

2 BEMRIR : FactSet > HZE2015F12A31H ; EERBERRMMENEFMREGEANEERELRBHFES @ 25 AIEBIE50%K100%  E Iz B AR

IMBERBEEGEREERELERBHRA0%EELT -
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2 Source: FactSet, as at 31 December 2015; Government debt-to-GDP is only relatively high for Malaysia and Singapore at over 50% and 100% in 2015,

respectively. Other Asia ex Japan countries’ debt-to-GDP ratios are 40% or less.

3 Source: China's State Council, 11 May 2016.
4 Source: CEIC as of March 2016.
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What are the key structural reforms taking
place in Asia?

India: The passage of the Goods and Services Tax (GST) is regarded as
a ""game changer” as it will unite the country under ‘one nation, one
tax,’ replacing the 16 state and federal taxes with a single tax when
implemented. The key benefits are increasing efficiency by removing
interstate trade barriers and paving the way for sustainable economic
growth.

China: Supply-side reform is taking shape in China as the government
seeks to reduce excess capacity and leverage. While the pace is
expected to be gradual, the government is dedicated to implement
various plans to improve longer-term productivity through reform of
large State-owned Assets and plans to cut excess capacity.
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Investment involves risks. Past performance is not indicative of future performance. Opinions and forecasts expressed herein are based on current market conditions
and are subject to change without prior notice.

This document contains general information only. It is not an invitation to subscribe for shares in a fund nor is it to be construed as an offer to buy or sell any financial
instruments. Nor does this constitute a recommendation of the suitability of any investment strategy for a particular investor. While great care has been taken to ensure

that the information contained herein is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance thereon.
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Global Market Snapshot

}52 Index*

SEMEER Cumulative returns
31/3/16 - 30/6/16

K8 Currency

MSCItH 5 MSCI World 337t USD 1.2%
ZE500 S&P 500 27T USD 2.5%
MSCIEM MSCI Europe Eiot EUR 0.2%
MSCIEe X ( HAB&S} ) MSCI Asia Pac ex Japan =7t USD 0.6%
&F#E4E Hong Kong Hang Seng A&JT HKD 2.4%
EEPERE¥ (HBE) Hang Seng China Enterprises (H-shares) AJT HKD 0.4%
LEB#74 (AB%) Shanghai Composite (A-shares) AR#E CNY -2.5%
BREEIEE Topix HE JPY -7.4%

TEHRR  ZEEN BIEREME SHRBLENEEEE - 8 hHE2016F6A30HBE=MEA -

Source: Bloomberg, returns in local currency unless otherwise stated. Data refers to the three months ended 30 June 2016.
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Global Outlook
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While liquidity conditions may be favorable, global equities are expected to face cyclical and structural challenges. The uncertainty over growth
and structural problems may also keep markets somewhat volatile. In terms of regional allocations, our preference continues to be for developed

markets over emerging markets.

EJE
United States
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We continue to be positive on the
relative strength of the US economy.
Although the US dollar has reversed
course since the start of the year

as expectations for tightening were
scaled back, the US is one of the few
countries that has the ability to tighten
without undermining growth in its
economy.

SKE (& PEl - B&FERSH)
Asia Pacific (ex Hong Kong ex
China ex Japan)
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Although accommodative policies are
starting to feed through to supporting
growth, and fiscal steps are being adopted,
the economies in Asia will continue to face
challenges with leverage and capacity,
leading us to remain cautious toward
Asia. Further policy efforts are expected if
economic conditions require action.

RNERROBE - TRESHANE > MAEE—TRBA -

Bril (R IEEEE)
Europe (including UK)
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There are concerns that the positive
impact of monetary policy is diminishing.
Moreover, structural headwinds
surrounding Brexit, as well as the high
levels of excess leverage and negative
geopolitical developments, are likely to
weigh on growth in the region.

HERTDE
Hong Kong and China
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Although accommodative policy measures
may benefit certain sectors, there are

a number of external and domestic
challenges that will continue to weigh on
China's growth, such as leverage, capacity
and slow external demand. In Hong Kong,
the weaknesses in consumer spending
and housing demand are unlikely to turn
around on a sustainable basis any time
soon as mainland China demand weakens.

Where Invesco expresses the views, they may be subject to changes without further notice.
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Fixed Income

BAREFRE IR - B AT HE BT 47 2 IR EU
fB%5 o th9h - ThiIH A& K B r] BEE 2%
BEnnERES IR -

Global government bonds are expected to
continue to benefit from limited inflation
risk. Moreover, periods of high volatility
could lead to a ‘flight to safety’ in bonds.

B&

Japan
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The negative interest rates adopted by
the central bank may have limited the
impact on turning growth and sentiment
around at a time various economic
indicators are suggesting further
economic weakness. Further fiscal
measures and ongoing improvement in
corporate governance are some of the
positive fundamental developments in
Japan.
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Trading in MPF funds is different from stock trading. MPF funds are traded on a “forward
Why can't Invesco provide real pricing” mechanism, of which the fund unit price can only be calculated after market
time MPF fund prices to me, close when the prices of underlying investments are available.

like stock trading?

HUTHEEREERNET WEIERERERERE MR ARRZEAGAKEEY - FILEEER
EHER MAXERER ERiETR R o
BHEBESETHNEET
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Why does it take so long to RSN BEESNERREEEHY -

complete an accrued benefit

transfer request, and why is Upon the receipt of a transfer request, both the new and original trustees have to carry out

the transacted price different information verification thus takes time to complete the transfer request.

from what it was when |

placed the transfer request? In relations to the price difference, as funds are traded on a forward pricing mechanism, no

one knows the trading price when placing a transfer request. Besides, the fund price may
vary as it takes time to complete all necessary administrative procedures for the request.

@ ¥ #%0 News & Updates
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Invesco named Asset Manager of the Year in Asia Pacific

At the Asianinvestor Asset Management Awards 2016, Invesco was announced the winner of two marquee awards - “Asset Manager of the
Year" and "“Best Business Development”. These marquee awards recognize the best asset management firms in the Asia Pacific region.*

The Asset Manager of the Year award recognizes the best overall asset management firm in Asia Pacific that demonstrates the best
combination of business strategy, execution, investment performance, asset gathering, innovation and success. The Best Business
Development award acknowledges the firm that raises assets from Asian clients based on superior organization, product, performance and
execution.

The recognition by the leading regional asset management publication authenticates the spirit of Invesco's Purpose, with our pure focus
on investment management and delivering a superior client experience strongly differentiating us in the highly competitive Asia Pacific
marketplace.

“#EIE R K R Asianinvestor Z5F:& » MifAInvesco Ltd.JE1S ¢ T FEREEEEZE /AT L (Asset Manager of the Year) K "R{E2I5IAE | (Best Business
Development) SRR ERBIFES @ BRIERANEHEBEEZEMEUHSEZH -

*The awards reflect the assessment by Asianinvestor and were given to Invesco Ltd.
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Invesco Annual Pension Members‘Seminar was
Annual Pension Member Seminar 2016 was well received el atended by close fo 100 pension members.
Invesco Annual Pension Member Seminar was successfully held on 11 June 2016 at Hyatt Regency
Hotel to provide relevant and practical information to our members. Paul Chan, Invesco's Head
of Multi-Asset & Hong Kong Pensions, shared with members his view on ‘Global market outlook:
What are the headwinds and tailwinds', and Anny Choi, representative from Investor Education
Center, made a presentation on “Your roadmap to retirement success: Investing through different
life stages'. The event was well attended. Close to one hundred pension members attended the
seminar. Of the 41 respondents to the survey, all of them indicated that they are "very satisfied"”
or “satisfied” with the overall event and will attend our future events.

BRAAEESEE RERMBLZ T B BBERSHE
REERERERMENR -

Paul Chan and Anny Choi provided relevant
and practical information to members in the
seminar.

f&=/\Bs 1 MPF Tips Comner
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Default Investment Strategy proposal passed by
the Legislative Council

The Legislative Council passed the Mandatory Provident Fund Schemes
(Amendment) Bill 2015 on 26 May 2016. The Bill provides a framework
for the introduction of a Default Investment Strategy (DIS) and requires

each MPF Scheme to provide the DIS.
FEERRERRARERSEERSIE MR © "D
RiRED, (REXBRAER  RERSZNEREKS
MEE @ GIURIKARE ) & "eSmgie, (BESR
BERART  TEREMNERRENEE - HIIRKE
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REGETTIRE -

The DIS will be made up of 2 mixed asset constituent funds, namely the
Core Accumulation Fund (a more aggressive investment strategy investing
more in higher risk investments e.qg. global equities) and the Age 65 Plus
Fund (a more conservative investment strategy mainly investing in lower
risk investments e.g. global bonds). The DIS will apply to members who do
not indicate, or have not indicated, a specific fund choice; or members can
choose to invest according to the DIS.

RO {ERBRIETE S R Your Trustworthy MPF Partner

) SIEFES AR INVESCall Member Hotline: 2842 7878
B EEFESHE INVESNet: www.mpf.invesco.com.hk
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Investment involves risks. Past performance is not indicative of future performance. Opinions and forecasts expressed herein are based on current market conditions and are
subject to change without prior notice.

This document contains general information only. It is not an invitation to subscribe for shares in a fund nor is it to be construed as an offer to buy or sell any financial
instruments. Nor does this constitute a recommendation of the suitability of any investment strategy for a particular investor. While great care has been taken to ensure that the
information contained herein is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance thereon.

This is a quarterly newsletter, should you wish to receive the softcopy regularly via email, please contact our INVESCall Member Hotline at 2842 7878.

Investment involves risks. Past performance is not indicative of future returns. Please refer to the Prospectus for details, including risk factors and product features.

This document contains general information only. It is not an invitation to subscribe for shares in a fund nor is it to be construed as an offer to buy or sell any financial
instruments. Nor does this constitute a recommendation of the suitability of any investment strategy for a particular investor. While great care has been taken to ensure that the
information contained herein is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance thereon.

This document is solely for use of the existing members of the Invesco Strategic MPF Scheme and Invesco Select Retirement Fund only. Circulation, disclosure, or dissemination
of all or any part of this material to any unauthorized persons is prohibited.

Opinions and forecasts are subject to change without notice. This material is issued by Invesco Hong Kong Limited.

“Invesco” and “Invesco Hong Kong" stated in this document represent “Invesco Hong Kong Limited".
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