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2017 Outlook for Asian Equity Markets

Asian corporate earnings for 2017

This year, Asia ex Japan earnings growth is expected to be largely flat
after the consensus' ongoing downward revisions throughout the year.
With limited top-line growth worldwide, Asian companies are finding ways
to enhance earnings. We believe the bottoming-out of earnings will be

a key factor in support of Asia ex Japan equities. Our view that fiscal-
year 2017 margins should be relatively resilient is twofold. First, Asian
companies should see an improvement in earnings from tighter expense
controls. Second, we believe the decline in input prices will provide relief
for consumers as well as specific industries that are reliant on raw material
inputs, including manufacturers, refiners and transportation companies.
Similarly, after rounds of monetary easing, lower financing costs will also
provide a better operating environment for corporates.

Accomodative liquidity in Asia are expected to
continue

With the consensus factoring in a very gradual interest rate hike trajectory

in the US, Asia ex Japan should continue to benefit from ample liquidity in
2017. A number of Asian central banks have already eased further in the
second half of 2016, with some central banks taking policy rates to record
lows, such as Indonesia and South Korea!. We expect easing to continue in
2017 for some countries, with most countries maintaining an accommodative
stance in light of the low inflation outlook.

In Mainland China, Chinese insurance funds were granted access to invest in
Hong Kong equities via the southbound Shanghai-Hong Kong Stock Connect
channel in September 2016, subsequent to the removal of the aggregate
quotas, there was a record fund flow into Hong Kong via the Stock Connect?.
Coupled with Shenzhen-Hong Kong Stock Connect, which was recently
launched, Hong Kong-listed Chinese equities will continue to benefit from the
huge potential for structural flows and improving liquidity.
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Valuations of Asian equities are attractive

Despite the rebound in most Asian markets in the first three quarters of
2016, Asia ex Japan is still trading at a meaningful discount to developed
markets in price-to-earnings terms, with a 9% discount to Europe and a
22% discount to the US3. While earnings are generally more vulnerable

to fluctuations, regional valuations are equally compelling in price-to-book
terms, trading at 1.3x* which is comparable to levels following the global
financial crisis in 2008 and the period following the technology, media and
telecommunications bubble of the early 2000s. Although short-term volatility
may persist, we believe these valuations offer attractive entry points for long-
term investors looking to gain exposure to Asia ex Japan's secular growth
trends.

Key drivers for Asia in 2017

Looking ahead, we believe Asia ex Japan could benefit from a number of
catalysts. Robust consumption: Domestic consumption continues to be a key
economic growth driver with many Asia ex Japan economies transitioning
from an export and manufacturing-driven model to one that is consumer-led.
Structural reforms: A number of structural reforms in Mainland China, India
and Korea designed to enhance productivity and reduce excess capacity may
lead to improving return on equity and a potential market re-rating. Recovery
in exports: More export-driven markets, such as Korea and Taiwan, are
expected to benefit from a recovery in consumer demand. The potential for
stronger demand from the US, coupled with a low base year effect in 2016,
will be positive for Asia. Fiscal spending and public investment: Demand for
infrastructure projects in emerging Asia will remain strong, where countries
in the Association of Southeast Asian Nations (ASEAN) are seeing a large
need for increased power and transport infrastructure. China's fixed-asset
investment remains huge, driven in part by ongoing urbanization.

1 For Indonesia, a record low was reached on 20 October 2016 at 4.75%. For
Korea, a record low was made on 9 June 2016 at 1.25%.

2 Source: Bloomberg L.P. as at 30 September 2016.

3 MSCI AC Asia ex Japan Index relative to the MSCI US Index and MSCI Europe
Index. Sources: MSCI, FactSet, IBES, Bloomberg L.P., Goldman Sachs Global
Investment Research, as at 30 September 2016.

4 Sources: Bloomberg L.P., Invesco, as at 30 September 2016.
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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
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EREEFEEY Topix HE JPY
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Year-to-date cumulative returns
2.96%
7.58%
-5.94%
5.15%
3.99%
1.83%
-8.17%
-5.03%
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Source: Bloomberg, returns in local currency unless otherwise stated. Year-to-date (YTD) from 31 December 2015 to 30 November 2016.
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With liquidity conditions expected to remain favorable, growth conditions are likely to gradually improve. We are moderately positive on global

equities with a preference to developed markets.
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United States
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While economic conditions may not
all be showing signs of improving,
the pace of growth remains relatively
steady. We continue to favor US
equities given the underlying strength
of the US economy.
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Europe (including UK)
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Considering the potential negative
repercussions of the UK's exit from the
EU and limited benefits of extremely loose
monetary policy, we have a cautious
outlook for European equities.
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Fixed Income
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Global government bonds are likely to
face some headwinds from stepped up
fiscal spending globally and the potential
for inflation risk emerging as a result of

more aggressive accommodative policies.

We are cautious about global bonds.
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Japan
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Asia Pacific (ex Hong Kong ex Hong Kong and Mainland China
China ex Japan) .
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Accommodative monetary policies are
providing support and more fiscal steps
are being adopted, but the impact is likely
to be limited as Asia will continue to face
challenges with leverage and capacity. We
have a cautious outlook for the region.
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In Mainland China, there are a number
of external and domestic challenges
that will continue to weigh on growth. In
Hong Kong, although property markets
have been resilient, consumer demand
remains weak. We are moderately tilted
away from Hong Kong and Mainland
China.

Where Invesco expresses views, they may be subject to changes without further notice.
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The loose monetary policy environment
in Japan is likely to continue for some
time. Corporate balance sheets have
improved and growth is finding some
footing. We are neutral on Japan.
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How do MPF members know if (WWW.mpf.invescohcom‘hk) ) E*Zmﬁ}ﬁfé*ﬂ. o

their MPF contributions have

been correctly invested?

Scheme trustee will provide you with an Annual Benefit Statement (ABS) within three
months from the end of the MPF scheme's financial year. In the ABS, you will find the
account accruals and balance; the income and expenditure of your account (including
contributions, transfers and transactions); the gains and losses in your MPF account over
the relevant financial period; and how much your contributions are vested, etc. Member can
also call our INVESCall Member Hotline at 2842 7878 or visit INVESNet (www.mpf.invesco.
com.hk) to check their MPF accounts.
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How to read an MPF fund SEAME  BREREEAT - AELMANMETAT - BMREER - 2
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MPF service providers should publish fund fact sheets for their MPF funds to provide
information including investment objective, fund key facts, and fund performance. Investment
objective describes how the fund is invested. For instance, a fund may aim to provide long-
term capital appreciation, or to preserve capital. MPF members can determine whether the
investment objectives match their personal investment objectives.

fact sheet?

The fund key facts cover specific information about a fund as of the reporting date of the fact
sheet. Members can learn about the fund size, the fund expense ratio, and the risk indicator
from the fact sheet. They can also find the top 10 holdings and asset allocation of the fund.
Such information helps members select and review their investment choice from time to time.
Lastly, member can tell how well or poorly a fund performs over periods of one, five, 10 years
and since launch in the fund performance section.
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Invesco Employer Luncheon 2016 - a great success o

¥ 2574 4 <
2016 FRIBTEEBEFEEHE » W5(584%
Invesco Employer Luncheon 2016 was successfully held on 31 October 2016 at Conrad Hong Kong BRASEEIRIHE -

Hotel. At the event, Paul Chan, Head of Multi-Assets & Hong Kong Pension, shares his thoughts on the Invesco Employer Luncheon 2016 attracted
. . . . . . . 58 pension scheme employers to attend.

global investment strategic allocation to our pension employers, while Ken Hu, Chief Investment Officer,

Fixed Income, Asia Pacific, shed light on the fixed income markets. The event was a great success with

positive feedback - 100% of attendees were satisfied and very satisfied with the luncheon. All of them

indicated that they will attend the event again.
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Default Investment Strategy to be effective in
April 2017

The Mandatory Provident Fund Schemes (Amendment) Ordinance 2016
(the “Amendment Ordinance") will come into effect on 1 April 2017* when
the Default Investment Strategy (DIS) will be launched. Each MPF scheme
is required to offer the DIS to scheme members as an investment choice.
For scheme members who have not provided MPF investment instructions,
their MPF benefits will be invested in accordance with the DIS. All scheme
members may also choose to invest in accordance with the DIS at any
time. A DIS Pre-Implementation Notice will be sent to you by January
2017 explaining how the DIS may affect your MPF investments.

The DIS has the following three important features:

] Fee caps: DIS funds are subject to fee caps. Under the law,
management fees chargeable to the funds are capped at a
maximum of 0.75% of the net asset value of the funds on a yearly
basis, while fees for recurrent operational expenses are capped at
0.2% on the same basis.

] De-risking: The DIS has a de-risking feature. Members who invest
through the DIS will have all of their contributions invested in the
Core Accumulation Fund (CAF) until they reach the age of 50, from
which point their investments will be gradually moved to Age 65
Plus Fund (A65F). By the time the members reach age 64, all of
their MPF benefits will be invested in A65F.

| Globally diversified investment: the DIS adopts a globally
diversified investment approach. This means that both equities and
bonds will be broadly diversified across different geographic regions.

! The Mandatory Provident Fund Schemes (Amendment) Ordinance 2016
(Commencement) Notice has been tabled at the Legislative Council on 19
October 2016 for negative vetting. The vetting period is expected to expire in/
before December 2016.
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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.

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.

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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