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While “inflation” was a hot topic of the global economy in 2022, the focus
would be shifted to “recession” in 2023. The manufacturing sector has
started shrinking as the Manufacturing Purchasing Managers' Index (PMI)
of the US, Europe and Japan has fallen below the 50-point level. It gets
the market’s attention whether the service sector would record a contrac-
tion same as manufacturing sector in 2023.

Below is a summary of market focus for 2023, covering market expecta—
tions, possible scenarios and impact on the markets.
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Market Highlights

MARKET

Issue

Current
condition

Market
expectation

FOCUS
FOR 2023

Recession in the US

Inverted yield curve of long
and short—term US bonds
flattens. Recession is ex—
pected as early as this year.

It is expected that European
countries would head into
recession first, and a soft
landing is more likely to hap—
pen in the US instead of a
hard landing.

Corporate earnings
decline

Wall Street giants have
begun adjusting earnings per
share estimates, with Gold—
man Sachs cutting earnings
estimates to 0%.

The market expects Q1 re—

sults of US stocks to decline.

Industries that have diffi—
culties in increasing product
prices would face strong
headwinds.

Easing of COVID
restrictions in
Mainland China

Mainland China is in the
post—pandemic era, as the
government has removed key
parts of COVID rules.

It is expected that COVID
cases in Mainland China
would peak in Q1, followed
by herd immunity in Q2 and
a regain of growth momen—
tum in its economy.




Stagflation

US inflation rate has slowed
down recently. So does the
growth in the job market.

Inflation rate would hover at
a high level this year for a
certain period of time before
declining to a neutral level.

Sino-US tensions

Tariffs on Chinese goods
remain. The US imposes
tighter restrictions for tech—
nology exporting to Mainland
China.

It is expected that the US
would continue suppressing
technological development
and reducing its dependency
on Mainland China’s supply
chains.

m Market Highlights

Renminbi
internationalisation

Mainland China and Saudi
Arabia signed huge energy
and investment deals, and
propose currency swaps for
settlement.

Internationalisation of ren—
minbi would be accelerated
due to strengthening coop—
eration with the Middle East.

Intensification of
Russia-Ukraine war

Russia is expanding its
armed forces. Ukraine
receives Western aid and
fights back.

It is expected that the war
would continue in 2023, with
signs of intensification.



Market Highlights

Issue
Best
Scenario
Development
Worst
Scenario
Best
Scenario
Impact on
the markets
Worst
Scenario

Recession in the US

Biden Administration’s policy
to increase spending would
not face resistance from
Republicans. Recession
would be delayed because of
economic stimulus.

Economic downturn accel—
erates, causing individual
spending, corporate invest—
ment and corporate profits
to drop significantly, and
unemployment rate to rise.

Soft landing for the US
economy. Federal Reserve
would cut interest rates to
stimulate economic recovery.

Hard landing for the US
economy would trigger a
wave of business closures
and a rise in unemployment
rate. Risk aversion would
heat up, causing the bear
market to begin.

Corporate earnings
decline

Q1 results outshine market
estimations. The market would
reassess earnings per share.

Consumer Confidence Index
declines. Citizens cut daily
spending. Corporate earnings
per share estimates would be
reduced further.

Corporates’ results outshine
market estimations. Banks
would reassess corporate
earnings per share, causing
an improvement in market
sentiment.

US stocks tend to be
overvalued due to earnings
downgrades. Selling pressure
would increase.

Easing of COVID
restrictions in
Mainland China

National People’s Congress
in March would announce
the removal of all COVID
restrictions.

Mainland China loses con—
trol of the pandemic. Central
Government would tighten
COVID restrictions again.

Hong Kong stocks and A
stocks have digested the
uncertainty of the pandemic.
Valuation to restore. Hong
Kong stocks and A stocks
are set to outperform other
markets.

Tightened COVID measures
would hit Mainland China’s
economy again. Hong Kong
and A stock markets would be
among the first ones to face
headwinds and downward
pressure.




Stagflation

Inflation rate drops sharply as
expected by the market, and

returns to a neutral level ac—

cording to Federal Reserve’s

schedule.

Inflation rate remains high.
Economic growth slows
down. Labour market
remains weak.

Inflation rate declines faster
than market expectation. A
faster pace of interest rate
cuts is anticipated from
Federal Reserve, boosting
market sentiment.

Inflation deteriorates, causing
the wage—price spiral. Fed—
eral Reserve would adopt a
more aggressive approach

to interest rate hikes. The
market would face downward
pressure.

Sino-US tensions

Sino-US relations begin to
restore. The risk of delisting
Mainland China Concepts
Stock diminishes. US Govern—
ment lifts tariffs on Chinese
goods.

Sino—-US tensions deterio—
rate. The US would suppress
Mainland China further in
various aspects. Taiwan Strait
crisis would escalate.

Investor sentiment in Main—
land China and Hong Kong
stock markets would improve
significantly. Mainland China
Concepts Stock would enjoy
a greater room for value
adjustment than the others.

Risk appetite for Mainland
China and Hong Kong stock
markets would increase, lead—
ing to mounting downward
pressure.

Renminbi
internationalisation

Breakthroughs in the agenda
to use renminbi in oil settle—
ment. Ties with ASEAN and
the Middle East would be
strengthened.

Fail to reach an agreement
with ASEAN and the Middle
East on renminbi settlement.
Renminbi would face down—
ward pressure again if US
Federal Reserve continues to
raise interest rates.

Renminbi would gain impor—
tance in international trade.
Overall valuation of Mainland
China stocks might improve
in the long run.

Renminbi depreciation would
drag Mainland China stock
performance, particularly
those holding more US bonds.

ﬂ Market Highlights

Intensification of
Russia-Ukraine war

The 3—-day G7 Japan Hiro—
shima Summit in May would
make progress on a cease—
fire.

Russia would use tactical
nuclear weapons in the end.
Market fears would intensify
rapidly.

Geopolitical risks would be
lowered as the war ends.
Supply chains in various
countries are set to return to
normal.

Geopolitical risks would
increase, leading to a surge
in capital flow to safe—haven
assets.
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Market Highlights

High interest rate environment :

Corporations cut down this year’s investment budget due to difficulty in obtain-
ing finance

Economic cycle is now in
the contraction phase. The
global economy is slowing
down, or even entered into
a recession.

Expansion Slowdown

Contraction

Tightened monetary policies in Europe and the US pose business challenges to
corporations and create downward pressure on earnings. Unemployment rate and
default rate continue to climb. The global economy is set to head downward. The
chance of entering a recession this year is relatively high. It is generally believed that
Europe and the UK would be the first slipping into recession while US would go into a
mild recession in Q2 this year. Only when the monetary policy stops tightening would
the economy move swiftly from the contraction phase to the recovery phase, and the
business environment would start to improve.

Slow growth environment :

Slow growth or even a decrease for corporate
earnings per share

Despite the slow growth and increased volatility in the
stock market, the valuation of US corporations remains
at a high level. S&P 500’s forward price-to—earnings (P/E)
ratio was 17.5, much higher than the average of 15.7 in the
past 20 years. When inflation rate stands high, it is expected
that the US Federal Reserve would continue raising interest
rates in the first half of the year. This interest rate hike cycle
would only be completed after the terminal rate has reached
5.1%. Corporations would experience a major slowdown or
even losses this year. If their earnings fail to reach market
expectations, their earnings per share estimates would be
downgraded. Capital would retreat to the value stock sector,
and the high—growth stock sector would face stronger sell-
ing pressure.
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H1 2023 ?

The East is rising and the West is declining
Mainland China’s recovery begins

Financing opportunities in Asian market is better than developed markets particular
western markets in 2023. Boosted by Mainland China’s post—pandemic reopening,
economic activities would be resumed gradually in most countries and finally a full
recovery. Bottlenecks in global supply chains would be alleviated. Although certain
Asian countries have high inflation rates, their situation is not the same as those devel-
oped markets, whose rising rents and wages generate huge potential upward pressure
on overall prices.

Mainland China and Hong Kong stock markets are stimulated by an earlier—than—ex—
pected easing of COVID restrictions and the supportive policies provided to the trou-—
bled real estate sector. Corporations’ valuation remains relatively low for now, and
large corporations are actively streamlining their organizational structure after the
headwinds in 2021 and 2022. These would help enhance their competitiveness in the
long run. The medical & healthcare sector and the necessities sector are the top picks
for Mainland China and Hong Kong stock markets.



Market Highlights

Seize the opportunities @rising from
ASEAN’s post-pandemic recovery

SEAN countries, particularly those rich in natural resources and coal, have

attracted direct investments from foreign countries together benefitted from last
year’s high energy prices. Taking India as an example, its huge and active domestic
economy, coupled with its large population, makes it more resilient to the negative
impact brought by economic slowdowns in western countries, and be more able to take
advantage of the Sino-US conflict.

Time for US corporate bond allocation

S 10-year bond yield exceeds 4%. The market anticipates US Federal Reserve’s

interest rate hikes its peak in H1 2023. Although interest rate may go up a little
further, it is not far away from the end of the upward cycle. Given that the default rate
of US corporate debts remains at a low level, and most impacts of the tight monetary
policy have been reflected in the existing earnings yield, investors might consider seiz—
ing the opportunity at the current level to secure higher earnings yield.



Global Stock Market

(GLOBAL STOoCK MARKE
PERFORMANCE

Market Stock Index Index Value Year to Date
United States S&P 500 4,070 -2.2%
China CSI 300 5,093 -11.2%
Hong Kong Hang Seng Index 22,688 -4.3%
United Kingdom FTSE 100 7,765 4.0%
Germany DAX 15,150 -1.1%
France CAC 40 7,097 1.9%
Japan Nikkie 225 27,418 2.6%
Canada TSX index 20,714 -0.1%
Taiwan TAIEX 14,932 -16.3%
South Korea KOSPI 2,484 -7.5%
India Nifty 50 17,604 2.9%
Indonesia JCI index 6,898 3.8%
Brazil MSCI Brazil index 1,540 -5.7%
Thailand SET index 1,681 2.0%
Vietnam VN 30 1,121 -26.6%

Data as at 27th January 2023
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Featured Stocks

Hong Kong Market - Growth Stock

Dongfang Electric Corporation Limited (1072.HK)

Overview

Dongfang Electric Corporation Limited is a leading power generation equipment man-
ufacturer in Mainland China that engages in the development, design and manufactur—
ing of equipment for the generation of wind power, solar power, hydropower, nuclear
power, gas power and thermal power. The company also engages in hydrogen energy
production, storage and refuelling systems and is likely to benefit from the ‘“14th Five
Year Plan’ which proposes the need to speed up the construction of a modern energy
system and promote high—quality energy development. The Development and Reform
Commission of Hunan recently released the Hunan Province Hydrogen Energy Industry
Development Plan, aiming to develop the province into the capital of hydrogen energy
engineering machinery. The company would likely be benefitted from the great poten—
tial of hydrogen energy development in the coming few years.

Earnings

As of TH 2022, the company’s revenue increased by 23% YoY to RMB 27.9 billion with
net profit reaching RMB 1.77 billion representing an increase of 32% YoY. With suffi-
cient orders in hand and a recent order of vibration monitoring and troubleshooting for
184 power units, the newly developed CMS system “Horn” is expected to drive sales
orders. In TH 2022, new effective orders amounted to RMB 36.66 billion.

Profitability
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Turnover/Revenue (RMB million)

50,000

37,282

32,840
25,000 I
0

2019 2020

Profit/(loss) attributable to shareholders (RMB million)

3,000
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Strategy

The current price—to—earnings ratio
is 11.2 times and is considered not
expensive in valuation. Although the
dividend yield ratio for the company
is around 2.7%, growth can be ex-—
pected for earnings per share and
dividend payout in the coming three
years. Keep an eye out for perfor-
mance growth as Dongfang Elec-
tric continues to lead in hydrogen
energy technology and progresses
under the government’s stimulus

policy.

Suggested :

Buy HKD 13
Target HKD 15
Stop Loss HKD 12



Featured Stocks

Hong Kong Market - Recovery Stock

Bank of China (2388.HK)

Overview

Bank of China provides banking and financial-related services. Amid inflationary pres—
sure, interest rate hikes in the US and Europe may continue until at least the first half
of this year. Even at the end of rate hikes, it would be difficult for interest rate cuts
before core inflation returns to the Federal Reserve’s 2% target, meaning that high in-
terest rates would remain in 2023. The rise in interest rates has generally been favour-
able for the net interest margin of Hong Kong banks, in particular Bank of China with
its leading position in terms of customer deposits, interest-bearing assets and loans.

Earnings

Benefitting from rising interest rates in the first nine months of 2022, Bank of China’s
net operating income increased by 11.8% YoY to HK$42.03 billion. Net interest income
was HK$29.3 billion, up 18.7%; while net interest margin was within market expecta-
tion, increased by 17 basic points YoY to 1.27%. Net fee and commission income de-
creased by 21.9% YoY to HK$7.51 billion. The re—opening of the Hong Kong-Mainland
China border would help boost the city’s business activities, revive the economy, and
hopefully improve the bank’s net fee.

Profitability
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Turnover/Revenue (RMB million)
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79,736

76,6841
65,575
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Strategy

Bank of China’s dividend pay-
out has been relatively consis—
tent in the past. The dividend
yield is expected to be around
4.3%, with room for upward
adjustment this year. Defen-
sive stock as such is likely to
remain stable amid market
uncertainty, it is recommend-
ed to accumulate by phases.

Suggested :

Buy HKD 26.5
Target HKD 29
Stop Loss HKD 26




Featured Stocks

US Market - Growth Stock

Lockheed Martin Corporation (LMT.US)

Overview

Lockheed Martin Corporation is the world’s largest defence contractor for manufac—
turing and selling military aircraft, missiles and missile defence systems. As global
geopolitical tensions continue, in particular the Russia—Ukraine war, Lockheed Martin
would likely to benefit from the increase of defence spending by European countries
and NATQO’s arms demands.

Earnings

Lockheed Martin Corporation recorded Q3 2022 adjusted earnings of US$6.87
per share, surpassing the market expectation of US$6.72. The company’s operat—
ing cash flow exceeded the market’s forecast, up 62% to US$3.13 billion, benefit-
ting from the increased demand for Javelin missile systems and F-35 fighters in the
wars in Ukraine and the Middle East. As of Q3 2022, the company’s order backlog
surged by US$5 billion, reaching US$140 billion. The company is currently experi—
encing disruptions caused by parts and manpower shortages. Pressure on cost and
supply chain would hopefully be relieved this year. As European countries contin—
ue to increase their military procurement budget, the company is expected to main—
tain high growth this year. Lockheed Martin’s stock price is also supported by the
company’s plan to repurchase US$14 billion in stock over the coming three years.

Profitability
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Turnover/Revenue (USD million)

100,000

Strategy
o Based on the current geopo-
59,512 m ' litical environment, the market
50,000 situation still favours Lockheed
Martin this year. Upon market
pullback of the stock price, it

can be regarded as the initial
purchase price.

2021

Profit/(loss) attributable to shareholders (USD million)

Suggested :
e Buy USD 425

Target USD 470
Stop Loss USD 390

5,833
6,230 6,315
5,000 I
& 2020

2019 2021



Featured Stocks

US Market - Dividend Stock

The Coca-Cola Company (KO.US)

Overview

The Coca-Cola Company manufactures beverages such as carbonated drinks, water,
sports drinks, juice and coffee, and sells through retailers and food service operators
in over 200 countries and territories around the world. As part of the consumer staples
sector, the company’s business performance tends to be less affected by business
cycles.

Earnings

Company performance remains stable despite market fluctuations last year. Net rev—
enue grew 10% to US$11.05 billion in Q3 2022, surpassing market expectations, and
benefited greatly from a 4% increase in global unit case volume. Market share is higher
as compared to 2019, with a net income of US$2.83 billion, up 14.6%. The company
is optimistic about its outlook for 2023. It is expected that commodity prices would
fall, which would further improve the company’s gross profit margin. With around two-
thirds of the company’s revenue coming from overseas markets, a downtrend of the
US dollar would help minimise its foreign exchange losses. The company would
maintain growth this year despite a volatile business environment.

Profitability

Valuation Solvency

Capacity Growth




Featured Stocks

Turnover/Revenue (USD million)

50,000

Strategy

38,655

= o Although the short-term dividend

payout may not seem appeal-

25,000 ing with a predicted dividend rate
of around 2.5%, the company has

been increasing its dividend per

share in the past. As the company’s

: products are less affected by the
e weakening macro environment and

its stock price stays relatively sta—
. oo ble, the Coca-Cola Company is the
' 8,920 first choice when choosing to invest

7747 in defensive stocks.
Suggested :
o Buy USD 58
Target USD 64
Stop Loss USD 56
2019

2020 2021

2020 2021

Profit/(loss) attributable to shareholders (USD million)
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, Valentine's Day Special

Valentine’s Day is fast approaching and many couples
would choose to travel to popular destinations such
as Japan, Taiwan and Thailand to celebrate. As we
enter into the post-pandemic era, tourism in various
countries have started to revive with many attraction

'packed with people. '

Travel insurance is a must!

v Accidents would be happened anywhere and anytime during our trav—

el. The most common one is flight delays. Flight delays are covered
under most travel insurance plans. Delays would cause disappointment to
your trip but travel insurance can help you minimise your money loss. For ==
the past couple of years, COVID-19 protection has become a crucial part
of many travel insurance plans. Even at post-pandemic today, there are
still risks of COVID-19 variants that we need to be cautious of. This is why
we all need insurance at times like these.

Insurance is the best gift of love

999 roses and 999.9 pure gold jewellery are some of the most popular
gifts we see people receive on Valentine’s Day. If you think this is not get—
ting your other half enough likes on social media, how about gifting him or
her a $999,999 insurance policy as a lifetime promise?

Accidents would be happened anytime and anywhere in our lives. Don’t
be a liability to your loved ones, futureproof your life with better plans and

protections today!



Valentine's Day Special

25




Valentine's Day Special

Do you have suflicient retirement funds
for you and your spouse?

ou and your spouse would experience many special moments throughout your re—

lationship, but are you both well-prepared for your lives together when it is finally
time to retire? Employees in Hong Kong must be all familiar with MPF and most of us
are probably disappointed with how our MPF performed in the past year. The purpose
of introducing the MPF by government was to ensure that we would all have sufficient
funds to support our retirement life. Many of us are doubtful about how effective this
approach has been.

s an employee, although we might not cease our contribution to MPF, we would

like to maximize the return through better management. Are you aware that the
best—performing and worst—performing funds had a 37% difference in 20227 If you are
not familiar with how your MPF is performing, you are recommended to speak with an
MPF specialist to understand more and be properly prepared for your future retirement
life.

How much is enough
for retirement?

In the “Hong Kong Retirement Expense
Index” released by the Institute of Fi-
nancial Planners of Hong Kong, the av—

erage monthly spending of a retiree is
around HK$13,000. Assuming the retire—
ment age is 65 and with an average life
expectancy of 85, retirees would need
at least HK$3.2 million to support a
20-year—long retirement life.







The most wanted gift for Valentine’s Day

Are you racking your brain for a perfect gift for your special one in your life? It is
not as difficult as you think. According to “CanCam” the Japanese magazine, as
long as it is not something overly huge, strange or one of a kind; a simple and exquisite
accessory could already bring so much joy to your loved ones.

If you are looking for a gift that is both meaningful and a store of value, why not con—
sider gold jewellery?

old-related products have always been known for their value retention. The world
was overwhelmed by inflation last year with many countries printing more money.
People were purchasing assets to combat currency depreciation. In times like this, gold

jewellery would be more secured than holding of any stocks.

Is now the best time to invest in gold ?

Price of gold has started to recover since November last year and is expected to
rechallenge US$2,000. With US dollar correction and volatility in the cryptocurrency
market, gold is always the most sought—after asset in times of financial market insta—
bility. In fear of a hard landing for the US economy and inflation is still remaining high,
the market is relatively optimistic about gold price performance this year. Rather than
purchasing gold directly in person, gold ETF is a hassle-free and efficient way to invest
in gold. All you need is a securities account.

Tips for choosing gold ETF

The sole assets of SPDR Gold Shares (2840.HK) and SPDR Gold Trust (GLD.US) are
both gold bullion and they are designed to track the price of gold. Different from CSOP
Gold Futures Daily (2x) Leveraged Product ETF (7299.HK), the latter uses futures and
CFDs to track the performance of international gold prices and involves double lever—

age, which would be more suitable for more aggressive investors.
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Upcoming

Global Tax Planning — there is an increasing demand for tax advice and related services because
more people work abroad, are either foreigners or non—local residents. Delta Asia Wealth Manage—
ment would host a forum in mid—March for tax specialist sharing their insights and interacting with
attendants. Please talk to your relationship manager for more detail.
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