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Market volatility heightened in May following setbacks in US-China trade talks, which saw investors selling off stocks
while bond yields dropped significantly as investor sought safe-haven assets. Going forward, how should investors
position for Q3? Nixon Mak, Managing Director, Head of HK Pensions and Solutions Strateqist, Asia Pacific at
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Nixon Mak

Managing Director, Head of
HK Pensions and Solutions
Strateqist, Asia Pacific

Invesco, shares his views on Hong Kong and global markets.
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In terms of asset allocation, what is your strategy
going forward?

In Q3, we remain overweight equities and slightly
underweight fixed-income. The main reason is that
US growth seems remain healthy, as indicated in
recent economic data such as Q1 GDP which stood at
3.2% and non-farm payroll which clocked in 263,000
in April'. These data were substantially better than
market expectation. Corporate earnings also surprised
to the upside, especially the tech sector.

As such, we believe the US economy is closer to mid-
cycle than late cycle and thus we favour equities.
Against this backdrop, fixed-income may be less
preferable. The Federal Reserve indicated there was no
room for a rate hike, but there would be no room for a
rate cut either.

Among equities, which regions do you favour most?

We are overweight US equites as we saw stable growth
in this asset class, which is likely to be supported by
positive earnings growth. The risk of US equities,
however, could be a bit higher than last year as
valuations have gone up.

Elsewhere, we are less bullish on European and
Japanese equities. In Europe, the economy remains
fragile and the European Central Bank has indicated
that QE reversal could be delayed. What is more, as
Brexit continues to drag on, it exerts negative impact
on the economy.

In Japan, growth remains lackluster. A strong yen, as
a result of risk aversion, may further pose threat on
the Japanese economy as it may hurt the country’s
competitiveness in exports.

What is your outlook for Hong Kong/China?

We are neutral to slight favorable on Hong Kong/China
equities as we believe China's growth has stabilized
at around 6.2%. A potential catalyst could be the
weakening of the USD, which we expect could happen
in 2H 20109.

So far, the USD has held up relatively well, because
other major currencies have weakened given their bias
towards loose monetary policies. However, typically,
the USD may weaken in the 6-9 months subsequent to
the end of a Fed rate hike cycle.

Furthermore, more capital may flow to the Chinese
markets following the MSCI A-share inclusion. Year-to-
date, Hong Kong/China equities have underperformed
US stocks. Given these potential catalysts, this has
made Hong Kong/China equities become increasingly
attractive.
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Source: Invesco, as at May 27, 2019. The strategic allocation is on a relative basis. Opinions and forecasts are based on current market conditions and subject to change
without notice. * J = Japan, H = Hong Kong, C = China (Mainland China)
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Global Investment Outlook
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Global growth to remain close to trend
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Monetary policy around the globe getting more
supportive than 2018
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Valuations less extreme
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US Fed surprised the market with regime
change
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Consumer price inflation remains subdued
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Corporate profits remain stable especially in
tech sector
FANIEHENE E R ERRERHRBKE

Private sector balance sheets remain healthy
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Euro area GDP growth has stabilised
BEUTSEAERHESEN

Weak euro allows export to be more
competitive
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ECB interest rate policy remains supportive
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Valuations relative to Emerging Market and US
are attractive
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Potential consumption tax hike delay
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Improvement of ROE
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Central Banks in the region are increasingly
willing to ease monetary policy
EARREBEMFEHBEELRBETR
Fundamentals appear to stabilize after two
years of deterioration
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Valuations remain attractive from historical
basis
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Economic growth in mainland China has
stabilized
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Both monetary and fiscal policy from central
government remain supportive
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US China trade war escalates
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Signs of downward earnings growth

TEER TSR T T I5RIR
Qil price has resurged may threathened
emerging markets
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Tightening labor market in US will keep
pressure on wages
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Widening US budget deficit will maintain bond
supply
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Valuations remain high
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Signs of consumer spending getting softer
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Corporate earnings remain weak
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ECB has revised down the growth prospect in
2019
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Brexit uncertainty has extended
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Stubborn deflation
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Risk from stronger Yen
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Spillover effect from US/China trade war

HORANESS, ESRATE

Exports remain fragile while capital inflow is not
strong enough
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Shorter term USD remains firm
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Spillover effect from US/China trade war
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Weak domestic demand is a drag to HK

economy
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High levels of corporate debts
ESL

US/China trade war
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Invesco provides our clients with easy access to member pension information including self-service and contact us options.
BEEE S R 2R HLE Invesco MPF member service overview

IIIE}5 #E8% Account Balance
ETaESRFNES
BURBERZ SR
Total value of fund units held in your

MPF account(s) and transaction
records

B RS IRE/ (B18)
Gain/(Loss) by Source

B EenfarlEs/ (i)
Gain/(Loss) by Fund

&Eg%aﬁ Transaction History
L] 1 \T}\
Contributions
nER
Transfer
n ESwEn
Fund switching

HE S Fund Switching
B ERIRE S E

Switch existing assets
B EUURREIR SRR

Redirect future contributions

BABREE

Personal Profile Management
B EHEAER

Update personal details
B ENEE

Change password

FIRB R TR

Forms & Statement Download

B ORIET#H
Forms download

B EfRHRR (FE)
Member benefit statement
(Annually)

B RESREIMEEIRE
Quarterly statement on request
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Fund/Investment information
B SHESFEE

Monthly fund factsheet
n ESER

Fund prices
BRI

Investment options

TGS ERER
BEHRE

Market updates & news
Education & planning

#%% Internet

=|EELHE
INVESNEet:

WWW.invesco.com.

hk/mpf

IVRS

TEEES R
Interactive Voice
Response System

#h4e Hotline == B ETE Walk-in counter

=IETE S 2R BRHIREEE 3 KEERE
Invesco MPF 41 &

Member Hotline: 41/F, Champion Tower,

(852) 2842 7878 Three Garden Road, Central, HK

RFESE: BH—ERMA: LF IREETF 6RFE; Ef#iN: Lo 9RFIE
ETF 1KE (EHHRARBRIHNE)

Opening hours: Monday - Friday: 9:00 a.m. to 6:00 p.m.; Saturday: 9:00 a.m. to
1:00 p.m. (Closed on Sundays and public holidays)
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News & Updates

Tax deductible voluntary contributions
Pay less income tax & Save more for retirement

In Q2 2019, following the Hong Kong government’s launch of
tax deductible voluntary contributions (“TVC") program, Invesco
provides a one-stop solution for MPF members to enjoy the latest tax
deductions.

TVC is a new type of contributions under the MPF system. Eligible
members can now enjoy tax savings with tax deductible voluntary
contributions - Maximum HKD60,000 tax deductions per year!

Starting April 1, 2019, eligible members can receive tax deductions
for TVC and qualifying deferred annuity premiums - an effort by the
government to encourage saving early for retirement on top of the
current tax savings for mandatory contributions.

No matter you are the holders of a contribution or personal account
in an MPF scheme or members of any MPF-exempted ORSO
schemes, you can open a TVC account now! For details, visit us on
https://www.invesco.com.hk/mpf/en
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How much can you save?
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https://www.invesco.com.hk/mpf/en
https://www.invesco.com.hk/mpf/zh

Era{EEfAaBE S B Your Trustworthy MPF Partner

) EEFE£ 45 INVESCall Member Hotline: 2842 7878
‘D EIEFE S INVESNet: www.invesco.com.hk/mpf
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Unless otherwise stated, sources are from Invesco as at May 27, 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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