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Close—-up Interview

Opportunities and
Challenges for Global,
Hong Kong and Macau

Geopolitics and
the global economy

he ever—changing landscape of geopolitics has given rise to numerous con-

flicts and crises around the world in recent years. Russia invasion of Ukraine
in February 2022 has not only exacerbated global food shortages, energy supply
issues, and refugee problems but also led to a serious social and economic crisis
in Europe.

In Asia, President Xi Jinping’s state visit to Russia in March caused unease in
United States. Mainland China’s international status continues to rise and it has a
high level diplomatic power to mediate the Russo-Ukrainian conflict. If Mainland
China successfully plays the role of mediator in the conflict and helps to reach a
peace agreement, it will undoubtedly give Mainland China a stronger voice on the
international stage.

With the constantly changing global situation and uncertainty surrounding the
interest rate policies of central banks, the global economy is shrouded in gloom.
Against this backdrop, we interviewed Mr. Edward Chen, Honorary Professor of
Hong Kong University Business School, at our “Geopolitical Focus and Economic
Outlook Summit”, where he shared his insights into the opportunities and chal-
lenges for global, Hong Kong, and Macau economies in 2023.
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m Close-up Interview

Global economy outlook

rofessor Chen has a divergent outlook for

the Asian, European, and American markets
in terms of the global economy. He stated: “The
European and American economies would likely
experience economic recession due to persistent
inflation, tightening monetary policies, and rising
unemployment pressure. The European economy
is expected to be the first to enter a recession,
while the United States has a higher chance of
experiencing a soft landing. The growth engines
of global economy are still Mainland China, India,
and Southeast Asian countries, which are bene-
fitting from the implementation of more relaxed
monetary policies, stronger domestic consump—
tion and capturing opportunities in the global
supply chain redistribution.”

Higher interest rates
may not slow inflation

Professor Chen further added that: “Over the past
two years, high inflation has been driven primarily
by supply-side factors, rather than demand-side
factors. Tight monetary policy to control demand
would not be a cure-all solution. Despite multiple
interest rate hikes by the US Federal Reserve,
inflation continues to remain high. While infla—
tionary pressure contributed by labour, energy,
and supply chains has eased somewhat, the Fed—
eral Reserve’s effort to curb inflation with ongo-
ing interest rate hikes is not a suitable approach
from a classic economical view. This would only
increase the risk of stagflation and lead to tur—
bulence in the real estate and financial markets.”



Close—-up Interview

Investment choices in
volatile markets

Considering the volatile financial markets since the begin-
ning of the year, Professor Chen commented that: “inves-
tors should pay close attention to the emerging new energy
industry, which is receiving supports from various coun-
tries’ policies. Furthermore, the implementation of artificial
intelligence and metaverse technology has the potential to
improve businesses’ production efficiency in the long run,
making these industries an attractive option for investment
opportunities.”
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A cautiously optimistic outlook j{e)y
Hong Kong’s post-pandemic economy
and property markets

espite the challenges posed by the pandemic setbacks in past three years,

Professor Chen believed that Hong Kong’s economy is on the path to re-
covery, albeit with downward pressure on its property market. He said: “Hong
Kong’s GDP is expected to grow by 3.5% to 5.5% this year, subject to changes
in Mainland-international relations and business activities’ recovery. Notwith—
standing the 30 years of prosperity that globalisation has brought to the global
economy, the recent global supply chain disruptions due to the pandemic and
geopolitical tensions have threatened Hong Kong’s advantage as an external—
ly—oriented economy. It is worth paying attention to the city’s economic out-
look, as foreign investment and global trade levels still require time to recover,
which could possibly cause a decline of 20% to 30% in property prices.”
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Hong Kong’s
financial industry holds
distinct advantages

Professor Chen believes the prospects of Hong Kong’s
financial industry remain promising due to its strong foun-—
dation and good financial system. According to Profession

Chen: “I believe that Hong Kong’s financial industry is con-
siderably competitive on the global front, thanks to its tal-
ented workforce and institutional strengths. To ensure the
city’s long-term competitiveness, it is important to attract
and retain top talent.”
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Close—up Interview

The “30 Financial Measures
of Hengqin” aim to promote
interconnectivity between
financial markets

Professor Chen anticipated the introduction of the “30 Fi-
nancial Measures of Hengqin” will create financial develop—
ment opportunities to Macau and the three free—trade zones in
Guangdong. He remarked: “These free-trade zones in Guang-
dong have their own distinct functions and overlapping roles,
with unique financial services focus areas that complement each
other with varying financial needs and capital sources. For in-
stance, the cross—border Renminbi business previously launched
between Qianhai and Hong Kong has given Qianhai an edge in
developing cross—border Renminbi businesses. Macau, on the
other hand, can enhance the issuance of green bonds and fortify
debt transactions with Portuguese—speaking countries.”

Regulation and training are
imperative to supplement
economic growth

Macau’s economy is poised for a moderate rebound and
strengthening of regulation and training will foster consoli—
dated economy development. Professor Chen predicted: “A 30%
growth is expected for Macau’s economy this year, resulting
from last year’s low base effect, and the high capital adequacy
currently places Macau in a favourable position. However, in the
long run, the development of a moderately diversified economy
is still crucial, and the regulatory and supervisory regime should
be aligned with international standards. Furthermore, the imme—
diate establishment of a financial academy is recommended to
recruit and train talents.”

Based on a multifaceted analysis of the global political and
economic situation, Professor Chen suggests considering
bond investment in the first half of this year and focussing on
the stock market in the second half of the year.




The impact of geopolitical
risk on global stoek markets

11 .‘u

Apart from the multifaceted analysis of the global political and econimic
situation, the tables below illustrate the impact of geopolitical risk on
the US and Hong Kong stock markets.

Impact on US Stock Market (S&P 500 Index) * :

1 Month 6 Month 1 Year
Performance Performance Performance

Russo- o
21/02/2022 Ukrainian War
20/03/2003 The Irag War 17.4%
11/09/2001 Incident of 911

Dissolution of
17/01/1991 Gulf War 15.2% 20.6% 33.1%

Impact on Hong Kong Stock Market (Hang Seng Index) * :

1 Month 6 Month 1 Year
Date Event Performance Performance Performance

Russo—
21/02/2022 _18.20/0 _14.80/0
-1

20/03/2003 The Irag War 19.3% 39.1%
1/05/2001  ncident ot o1 8%

Dissolution of
17/01/1991 Gulf War 10.5% 29.5% 42.9%

*Source : Bloomberg




Acoording to statistics, in the past five geopolitical crises, the S&P 500
index recorded positive returns four out of five times, six months after
crisis erupted, and only fell once during the period. The US stock market
tends to recover lost ground in just one and a half months after a geopo—
litical conflict. However, for the Hong Kong stock market, it usually takes
at least six months to recover most losses.

It is important to note that uncertain factors would trigger a wave of panic
selling during the early stages of a geopolitical conflict. The time of pan-
ic selling presents an opportunity to buy and invest, as the stock market
would slowly rebound when the event becomes clearer. Investors should
remain patient and calm in times of fear while considering investing in ro—
bust financial products.
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Featured Stock
Hong Kong Market

Top pick for aviation industry revival

Air China Limited (0753.HK)

Overview

Air China is one of the three largest state—owned airlines in Mainland China that
provides air transportation and related services. As at the end of February 2023, it
operates a fleet of 764 aircraft, including 312 self-owned aircraft, 247 aircraft under
finance lease, and 205 aircraft under operating lease. Compared to its competitors,
China Eastern Airlines and China Southern Airlines, Air China has a more extensive and
robust global network of international routes.

Earnings

Air China issued a profit warning in late January, with an estimated net loss of RMB
37.2 billion to RMB 39.9 billion for 2022, after excluding non-recurring items. This is a
significant increase of RMB 20.2 billion to RMB 22.9 billion compared to the same pe-
riod in 2021 when it recorded a loss of RMB 17 billion. The market has already expect—
ed the substantial losses for airlines in Mainland China. Air China’s passenger service
demand has been severely affected by the lockdowns of Chinese cities, resulting in a
significant drop in its profit levels compared to the pre—pandemic period.

Looking ahead, airline share prices are still lagging despite the gradual reopening of
Mainland China’s borders in early January, as international travel has been slow to
recover. However, with the full relaxation of Mainland China’s outbound travel restric—
tions, the lifting of travel restrictions on Chinese travellers to popular destinations such
as Japan and Korea, and the increase in flight numbers, a substantial improvement in
international routes is anticipated, which account for over 20% of Air China’s revenue.

Profitability

Valuation ‘ Solvency

Capacity Growth



Turnover/Revenue (RMB million)

100,000

69,503

I 52,897

2020 2022

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

| I
-14,103
-16,443

-38,806

-50,000 2020

Source : Bloomberg
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Featured Stocks

Recommendation

Air China is expected to return its
passenger capacity to approximately
70% of pre—pandemic levels by 2023
and fully recover by 2024. The avia-
tion industry is set for a substantial
performance rebound this year, with
Air China poised to gain significant-
ly from the revival of international
routes. The surge in demand has al-
lowed airlines to increase their prices,
providing a favourable environment
for Air China’s growth.

Buy at HKD 7.0
Target Price HKD 8.0
Stop Loss HKD 6.6

officer of the listed corporation covered in
ions or views expressed in this report.




Featured Stocks
 Feswsdsdo US Market

Stock for artificial intelligence investing

Texas Instruments (TXN.US)

Overview

Texas Instruments is the world’s largest manufacturer of analogue chips for applica—
tions such as sound and power processing. The company also has a leading market
share in processors and microcontrollers for a diverse range of electronic applications,
providing a comprehensive supply chain advantage in wafer design, manufacturing and
packaging.

Earnings

Texas Instruments reported US$4.67 billion in revenue for Q4 2022, outperforming
market’s estimate of US$4.61 billion with an earnings per share of US$2.13, exceeding
the predicted US$2. Unlike the oversupply of consumer electronic chips, Texas Instru—
ments’ products are primarily used for industrial and data centre applications, with a
shortage in commercial microcontrollers. The company is anticipated to outperform
other consumer electronic chip—focussed companies in terms of earnings this year.
For Q1 2023, Texas Instruments expects revenue to range between US$4.17 billion and
US$4.53 billion, with high growth forecasted in the industrial chip market in second
half of the year.

Profitability

Valuation Solvency

Capacity Growth



Turnover/Revenue (USD million)

50,000
37,500

25,000

18,344 20,028

14,461
12,500

2020 2021 2022

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

10,000
8,808

7,755
7,500
5,332
5,000
2,500

0 2020 2021 2022

Source : Bloomberg

Recommendation

The market has been diligently pro—
gressing towards the Internet of
Things, artificial intelligence, and
industrial automation. Even during
economic downturns, the demand
for industrial chips is foreseen to re—
main relatively stable. With ChatGPT
dominating conversations, the mar-
ket expects a surge in demand for
data centre chips. Texas Instruments
is poised to benefit from these de-
mands in the medium to long term.

Buy at USD 175.0
Target Price USD 195.0
Stop Loss USD 167.0

Featured Stocks



Mother's Day Special

Celebrated on second Sunday of May each year, Mother’s Day is a special occasion
where people from all over the world express their love and gratitude to their mothers,
appreciating their selfless care and sacrifices.

The essence of care

ow to celebrate on Mother’s Day? Many people rely on online research to look

for gift ideas to express their filial affection for their mother. According to Google
search data, people usually bring a bouquet of flowers, skincare products, home
appliances for their mother or take her for a delicious meal treat on this special day;
but most mothers who would probably prefer caring companionship instead. As times
progresses and technology advances, people have become more distant. Simple
expressions such as “thank you” or I love you” or even a warm hug have become
more precious than ever.



Mother's Day Special

The most practical gift

We all hope to show our mothers love and care by
presenting a perfect gift to appreciate and rec-
ognize all their hard work and dedication. Other than
flowers, skincare products and scrumptious meals,
perhaps we can consider something unique and spe—
cial — insurance.

Insurance may not be a typical Mother’s Day gift, but
mothers would definitely appreciate it as it is the gift
of comprehensive protection when they faced with
unthinkable such as health problems, financial needs
and unpredictable circumstances.




Mother's Day Special



Mother's Day Special

Express gratitude by protecting her future

ith numerous types of insurance available in the market, choosing the right
one can provide mothers with the most appropriate protection. A medical in—

surance plan will allow mothers to receive proper treatment and relieve their
financial burden if they fall ill. An accident insurance plan can provide mothers with the
much-needed support and compensation during an accident. With proper insurance
planning, we can rest assured that our mothers and our families will have complete
protections under any situation.

On this Mother’s Day, how about purchasing insurance for your mother to express
your love and care to her? It is a meaningful gift that can provide long—term protection
for both your mother and your family. If you are unsure where to start in choosing the
best “Mother’s Day gift”, our insurance specialist is always here to provide you with
professional recommendations.



Mother's Day Special

of Japan

Online research reveals that an overseas getaway is a popular gift
for Mother’s Day. Most people immediately think of Japan when it
comes to overseas travel; some would even describe trips to Japan
as “return to homeland”.

According to data from Japan Tourism Agency, in Q4 2022 alone,
Hong Kong people spent approximately 74.5 billion yen (HK$4.49
billion) in Japan, ranking second in the world; and the consumption
amount per capita was around 270,000 yen (HK$16,000), ranking
first in the world.




Mother's Day Special

The trend of
Japanese yen

Previously weakened by the strong US dollar, the Japanese yen rebounded
strongly by almost 15% in just over three months after hitting a near 32—
year low in October 2022. However, due to the easing of inflation pressure, the
Federal Reserve have slowed the pace of interest rate rise. In addition, due to
a potential financial crisis followed by the bankruptcy of the Silicon Valley Bank
and the Credit Suisse scandal in March, the market believes the possibility of a
rate cut by the Federal Reserve at the end of the year has increased, causing
the US dollar to weaken while the yen gains strength.

Currency hedging

If you plan to give a trip to Japan as a Mother’s Day gift and are uncertain of
the best time to exchange money, a currency-linked investment product could
help you meet your foreign currency needs as well as capture investment op-
portunities.

For example, if you designate Hong Kong dollars as your deposit currency and
choose Japanese yen as your currency pair; when the exchange rate of Jap—
anese yen reaches or exceeds your “target price”, you can earn high interest
returns and continue to hold the Hong Kong dollars. On the other hand, if the
yen falls, you can then buy the currency at the pre—determined price.
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Client Moments




Client Moments

Talents gathered to share valuable insights
Experts got together at Delta to deliberate
ideas and strategies

anco Delta Asia co-hosted the

“Geopolitical Focus and Econom-
ic Outlook Summit” with The Macau
SME Association on 25 February. Our
Chairman, Mr. Stanley Au, invited three & * =Py
renowned and important speakers, in— | H
cluding Professor Edward Chen, Dr. Q)
Toa Charm, and Dr. Francis Tsui, to
share an in—depth analysis and discus—

sion on geopolitical issues and global :
economic outlook for 2023. The response to the Summit was overwhelming with

attendees of different industries taking advantage of the insights to master the current
situation and strategize for investment opportunities.

Our four expert speakers covered the following topics of discussion:

1. “Wealth Creation & Succession by sizing up the situation” — Dr. Francis Tsui

2. “Post Covid global economic outlook: implications for Hong Kong and Macau” —
Professor Edward Chen

3. “Digital transformation for SMEs” — Dr. Toa Charm

4. “Embrace new opportunities at the right time” — Chairman Stanley Au

At the closing of the Summit, our speakers engaged in an interactive Q&A session with
the attendees and shared insightful answers to questions on Hong Kong’s economic
development, digital transformations of SMEs, as well as the means and effects of
fighting inflation. The Summit was a huge success with extensive media coverage in
Macau.




Client Moments

“Global Tax Planning and
Fixed-Income Wealth Manageme
Business Luncheon”

Delta Asia Financial Group, AP Family Office and Sea-
zen Resources Capital Group jointly held a business
luncheon on 8 March for around 30 distinguished guests.
Representative speakers from the three groups introduced
their comprehensive wealth management and financial
planning solution. Our speakers also shared with the audience
global tax planning strategies as well as fixed-income
investment solutions.
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“Investment Seminar on Henry’s
No.1 Model Portfolio”

A xzamnzn | Q8-

Delta Asia Securities and First Sentier Investors co—organized an investment semi-
nar on "Henry’s No.1 Model Portfolio" at our Kowloon branch on 16 March. Mr. Henry
Chan, Chief Analyst of Delta Asia Securities, shared his insights on how to choose
high—quality stocks to invest in through establishing a disciplined-based investment
system with fundamental and technical analysis to outperform in a market downturn
and achieve more than 22% in investment return.

The audience expressed great interest in how Henry’s model portfolio works. Inter—
ested clients may find the latest information on our recommended stocks on the Delta
Asia Securities website (www.delta—asia.com.hk).

At the event, Ms. Joey Ng, Senior Manager of First Sentier Investors, explained the in-
vestment strategies of the group’s funds in China and Asia in a dynamic Q&A session,
attracting overwhelming responses from the audience.

We are committed to providing our customers with the latest happenings in the market
and investment opportunities. Stay tuned to our website and on social media or con-
tact your relationship manager for details of our latest events.




Client Moments

“Leisurely Weekend: Prestige Financial
Planning and Investment Seminar”

On 25 March, the Banco Delta Asia Wealth Management Centre held its first in—
vestment seminar of the year. To cater the different needs of our customers,
the seminar themed “Leisurely Weekend: Prestige Financial Planning and Investment”
covered topics such as bonds and money market funds, overseas property investment
and financial planning for overseas study.

The seminar featured star guest speakers including a representative from BEA Union
Investment who travelled from Hong Kong to Macau, and a representative from China
Life Insurance (Macau branch). Mr. Edward Sin, our Head of Risk and Compliance,
a Malaysian property owner himself, also shared his investment experience and advice
on overseas property investment with our audience.

The seminar received enthusiastic responses from the audiences and the prize quiz
session was particularly engaging. The event concluded successfully in the evening
with many clients looking forward to the second season of this investment seminar.
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5/F, Luk Kwok Centre,

72 Gloucester Road, Wan Chai,
Hong Kong
ERBFELTITET25 B R51E
Tel: (852) 2533 0800

9/F, Chow Tai Fook Commercial
Centre, 580A Nathan Road,
Mongkok, Hong Kong

H BB B 580ASEE A fEm E 0%
Tel: (852)2533 0818

Administrative Centre,

Largo de Santo Agostinho

YR e JRRTHEZE SR T TR
Tel:(853) 8796 9600

No.39-41, Rua do Campo, Macau
TRPIKITEAT39-415%
Tel:(853) 2855 9898

Rua do Padre Antonio, No 2C, Macau
B EEE25%C
Tel:(853) 2837 1809

Estrada de Coelho do Amaral,
No 125-127, R/C, Macau
JAPYERS B 125 12757 T
Tel:(853) 2837 1652

Rua da Barca, No 56, Macau
RPTERLATS65R
Tel:(853) 2837 2585

Avenida da Longevidade, No 27-29A,
Centro Comercial Vong Kam, R/C,
Macau

BRRSAEREEESAE
#TR27-295RA

Tel:(853) 2841 3279

Avenida do Conselheiro Ferreira
de Almeida, No 79, Macau

TR R E EET95%

Tel:(853) 8395 8330

The above information is for reference only and does not constitute and should not be considered as investment advice or an offer or solicitation to
subscribe, trade or buy back any investment products. Investment involves risks. Before making any investment decisions, you should carefully read the
product sales documents, understand product information and risk factors in detail, and consider your own investment experience, investment objectives,
financial status and risk tolerance. If you are in any doubt about this information or any product offering documents, you should seek professional advice
from an independent financial advisor. This document has not been reviewed by the Securities and Futures Commission of Hong Kong.
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