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In the past few months, bond prices have gone up sharply, pushing yields to multi-year lows. This has reflected
investors' concerns over recession. In the meantime, there seems no immediate resolution on the US-China trade
conflict. Under this backdrop, how should investors position in the fourth quarter of 2019?
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What is your outlook for US equites?

Year-to-date, US stocks is still up more than 10%, vs
Hong Kong stocks which is around flat - that is a big
difference’.

While valuations of US stocks are high relative to peers,
we believe it still makes sense to slightly overweigh
US equities considering the solid growth of the US
economy.

For example, retail sales rebounded in Q2. The same
for US GDP, which grew 2.6% in the last two quarters
on average, up from the 1% growth in Q4 2018.
Other data such as average hourly earnings have been
sustain above 3% level YTD. All these are pointing to
solid domestic demand.

On the other hand, there are concerns that corporate
capital expenditure could see a slowdown amid
uncertainties over trade. This could potentially impact
on the supply chain and lower earnings prospects.

What is your outlook for China & Hong Kong
equities?

In terms of valuations, Hong Kong-China stocks are
more attractive compared with US stocks. The issues
facing HK/China stocks are obviously trade tensions.
However, once progress has been made in trade
negotiations or even a deal is to be reached, HK/China
stocks could stage a strong rebound.

That is why, within Asia, we would like to neutral on
Hong Kong and China stocks, because the cost of
missing that potential rally could be substantial.

What about Europe and Japan?

In Europe, the euro is likely to remain weak, fueled by
expectations of a QE to be restarted by the European
Central Bank. This will be positive for the exports
sector. In the meantime, inflation remain relatively
subdued. All these could be positive for European
equities.

For Japan, we have seen the yen going up for a while
amid risk aversion. In general, a strong yen is negative
for Japan's exports. Also, Japan has been doing QE
for some time but could be concluded ineffective in
boosting the country's growth. Therefore, we hold a
relatively negative view on Japanese equities.



IRES TSR A WLRUR?

=, 10 FHEBERFES XK 3.2% KE 2.6%, BFYES,
RMEIZERRCE—SHKE 1.5%' . EHEHEN LFHAMRRE.
B R, BERMREBREERHCEFLSARR, THRESEHE
RERMGE, FMREHFIHRE.

A, EFFENRE, 10 FHEESSESESRER N LK 8%

E’][H/REJ% R, ERBEMSEHLENEERBRERE. KHEx
fﬁﬁfﬁ%ﬁﬁﬁﬁ’luﬁglﬁEkﬂhl‘“ﬂﬁo —BHFE iﬁkﬁ%ﬁ%uﬁa,

T“ S EIE BB IR B EERER, ERESEEEXRTR

1H 58 (fﬁﬁfﬁ’ﬁfﬁﬁ‘ﬁaﬁﬂﬂﬁ 1BTEHE) . HI&R?“;%%JEEEEW

BEREAH, BRRNERESTE?

RMMEE, ROERAEEEREZE, mEFXRRE, HMRE

MIERHRERE, ERISEEREEK.

R, BIRNE, REENBEEFEEERRES, BRE
ZRELBRIERAURLEREL, ERBERT, EFESRTHE

—S T B, ERTRAPNBELT, RMEEHENEE
&

b OBRAER: WA, fEHZE 20194 8A 16 A.
! Source: Bloomberg, data as of August 16, 2019.

What is the implication for the recently sharp rally in the bond
markets?

Last year, 10-year Treasury yield fell from 3.2% to 2.6%, but so far
this year, we have already seen the yield go further down to 1.5%".
The rally in bond price is simply too dramatic. | think this implies that
investors are betting on a potential recession, especially amid a lack
of resolution in trade war, they prefer to be defensive.

However, it should be note that a rally of 8% in bond price (based on
10-year US Treasury) in just a few months is indeed very rare and it
is reflecting a very pessimistic view towards the economy. | would say
right now the bond market has become much less attractive. Once a
trade resolution is in sight, investors will realize the global economy
may continue to grow and bond yields could shoot up as now it has
priced in recessions. That is the risk investors should pay attention
to.

In terms of asset allocation, what is your strategy going
forward?

We believe we are in a late business cycle, together with a low interest
rate environment, we believe it is still preferable to be slightly overweight
equities and slightly underweight in fixed-income.

However, it should be pointed out that investors should still own fixed-
income securities because trade situation and global growth could
deteriorate and, in such circumstances, bond yields could go down
further. So a balanced approach is still preferable amid uncertainties.
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Asia Pacific (ex J, H, C*) Equity
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change without notice. * J = Japan, H = Hong Kong, C = China (Mainland China)
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Global Investment Outlook
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Monetary policy around the globe getting more
supportive than 2018
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Late business cycle, together with low interest
rate environment
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Trade situation and global growth could
deteriorate
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Growth of US economy remains solid
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Market expects ECB to restart Quantitative
Easing
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Weak euro allows export to be more
competitive
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Inflation remains relatively subdued
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Valuation relative to Emerging Market is
attractive
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Central Banks in the region are increasingly
willing to ease monetary policy
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In terms of valuations, Hong Kong-China stocks
are more attractive compared with US stocks
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Once progress has been made in trade
negotiations or even a deal is to be reached,
HK/China stocks could stage a strong rebound
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US China trade war escalates
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Global growth could deteriorate
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Bond markets have been going through a rally
and have become less attractive
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Valuation is higher relative to peers
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Concerns over slowdown in corporate capital
expenditure amid uncertainties over trade
situation. Supply chain could be impacted,
resulting in lower earnings prospect.
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Brexit uncertainty has extended
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A strong yen is negative for Japan's exports
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Quantatitive easing has been conducted but
could be concluded ineffective in boosting the
country's growth
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Spillover effect from US/China trade war
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US/China trade war
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Cumulative performance

Cumulative performance is the aggregate return on the value of the
fund over a period of time. It also comes with a mountain chart that
visualizes the growth of fund at a glance (with performance rebased
to 100%). One of the keys to understand cumulative performance
is that the data is displayed usually over 1-,5-, 10-year periods,
which means the data shows the return of the fund over the last 12
months, 60 months and 120 months respectively up to the date of
the factsheet.

Annualized performance

Annualized performance is the annual rate of return of the
cumulative performance above over a period of time with
consideration of the effect of compounding. This allows for objective,
meaningful comparison of different funds and securities. Note
that annualized return is not the simple arithmetic average as the
arithmetic average does not account for compounding.

MPF members can take as reference both the cumulative return rate
and the annualized return rate when reviewing the performance
of a fund. The cumulative return rate reflects the return of a fund
accumulated over the period concerned. The annualized return rate
indicates the average yearly return of a fund over the same period
concerned.

Fee structure of the fund

Currently most MPF funds adopt the Fund level fee deduction
(deducting fees and expenses from the assets of the fund) and
the fees charged mainly comprise expenses such as investment
management fee, trustee fee, scheme administration fee and
custodian fee and it is charged on an annualized rate basis.

The fees and charges of a constituent fund as a percentage of fund
size is expressed in terms of the Fund Expense Ratio and is set out
in the fund fact sheet made available for each scheme member on
yearly basis.

Fund switching

Fund switching refers to the process where investors pull out
money from a fund in their holding to put into another one. MPF
investments are long-term investments. Investors should think clearly
about whether you really need to switch out of/into an MPF fund just
because of the short-term price drop/rise of the MPF fund concerned.

Expense ratio

This is a ratio that measures the per unit cost of managing a fund.
The figure is calculated by dividing the fund's total expenses by
its assets under management. There are various costs an asset
management company incurs which forms part of the expense ratio.
For example, it has a fund management team who perform analysis
on the markets and securities in the portfolio. They make decisions
to buy and sell securities. In addition, the asset management
company also incurs expenses such as for custodian, legal, audit
fees, marketing and distribution.
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Terry Pan, Chief Executive Officer, Greater China, Southeast Asia
and Korea, delivered the welcome remarks at the Invesco Pension
Member Seminar.
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Invesco Pension Member Seminar 2019

Invesco Pension Member Seminar 2019 was successfully held on 22
June 2019, attracting over 170 members.

The event was kicked off with Terry Pan, Chief Executive Officer,
Greater China, Southeast Asia and Korea delivering the welcome
remarks. This is followed by, Nixon Mak, Managing Director, Head of
Hong Kong Pensions and Solutions Strategist, Asia Pacific, presenting
his insights and analysis on global market outlook for 2H 2019 and
William Yuen, Investment Director, sharing his views on the trend in
HK and China equity markets.

There was also a panel discussion featuring Eddy Chan, Senior
Manager, External Affairs Division of MPFA, with Nixon...et al sharing
the tips on how to magnify the power of MPF in light of retirement
planning. Our pension members were keen to raise questions during
the Q&A session.

All in all, the event provided an excellent opportunity for our
members to speak with investment experts to garner insightful
market updates and benefits on tax deductible voluntary
contributions (“TVC"). All our guests expressed interest in joining our
events in the future.

EHREgHEP—EEYEREERBB R BN REE.
The panel discussion was highlighted by interactive exchange
between the investment specialists and the audience.

All seats were filled at the Invesco Pension Member Seminar.
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TVC RIEHEEAANRKR, EFstERARERE Save income tax & better prepare for retirement with TVC

TATNM E M| &% ([TVC) ) , EEXkEL4IET—35& Tax deductible voluntary contributions (“TVC") is a new type of
RS, 5SS BT AR A E A= a R g .  contributions under the MPF system. Eligible members can now
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enjoy tax savings with tax deductible voluntary contributions.
How to open a TVC account at Invesco?

R M ZFB IR Invesco provides a one-stop solution for MPF members to enjoy the

MiE. EREERBESHBRIIBEARAFEEA, HEMER (atest tax deductions. No matter you are the holders of a contribution
BERENBEERAEMT2ME, RERM _ER, BIstHs5 or personal account in an MPF scheme or members of any MPF-
B TVCIRF . WNBERIILEER, BEEF. exempted ORSO schemes, you can open a TVC account now by

scanning the QR code, or contact us for any questions!

BT EIBHIE & EH5E Click or Scan to enroll

® 6

memberservices @invesco.com

invesco.com.hk/mpf

=EFE £ 43 INVESCall Member Hotline:
(852) 2842 7878


https://www.invesco.com.hk/dam/jcr:438870fa-69c6-483d-ac59-0430b4dae8e2/MPFA-MPF_TVC_Application_Form.pdf
https://www.invesco.com.hk/dam/jcr:438870fa-69c6-483d-ac59-0430b4dae8e2/MPFA-MPF_TVC_Application_Form.pdf
https://www.invesco.com.hk/dam/jcr:438870fa-69c6-483d-ac59-0430b4dae8e2/MPFA-MPF_TVC_Application_Form.pdf
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Adding the Invesco MPF Portal Login shortcut onto mobile phone home screen - Guide
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iPhone users - using Safari as browser
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The shortcut will be
added to your home
screen.
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Click the “Add to
Home Screen” button.
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ZhEe [Member] . . T
Click “Login” and the ~ Click the [ 7] button.

“Member" button.

1. BARY Safari I8 A
www.invesco.com.hk/
mpf , REEHER
AR,

Open Safari and type in

the URL www.invesco.
com.hk/mpf , click the
button on the top right
hand corner.

You might need to
swipe left to locate the
button.
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Android users - using Chrome as browser
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www.invesco.com.hk/
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Open Chrome and type
in URL www.invesco.
com.hk/mpf , click the
button on the top right
hand corner.

BEEE [Member] o
Click “Login" and the
"Member" button.

%4
Click the “Add to Home
Screen” button.

ﬁﬂ o

click the [l button
on the top right hand

corner.
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The shortcut will be
added to your home
screen.
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Unless otherwise stated, sources are from Invesco as at August 20, 2019. 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 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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