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Comments on notable macro developments:

e Economic-related:
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Investment markets are casting more concerns on global economic growth as Germany,
being the largest nation in Europe, has recently slipped into technical recession (having
recorded two consecutive quarters of QoQ decline in GDP), and also slowing in economic
activities in EU and Japan (as depicted by purchasing manager index, see Chart 1). However,
we deemed the recent slowing is reasonable outcome due to aggressive rate hike by major
central banks in the last year as well as seasonal factor (Q2 is typically the slowest quarter
for most businesses). We maintain faith that global economy is able to withstanding higher
interest rate and will revert to moderate expansion with the aid of growing tourism activities
in the second half of the year.

As widely expected, the US Federal Reserve has called off rate hike in its June FOMC
meeting. Yet, Fed Chair Jerome Powell, as well as other Fed officials, have sternly reminded
investors that the decision for a pause is to allow for more time to observe the impact of the
series of rapid rate rise to the economy. It remains open to more rate hikes as deemed
appropriate based on future state of the economy. However, the latest reading on
inflationary front seemed to suggest the stubborn services inflation is finally easing more
convincingly (see Chart 2). We are of the view that there’s possibility that the US Fed could
be done in the current rate hike cycle.

Despite broad based concern among investors of global economic growth, several
economically sensitive sectors have performed well over the past year (see Chart 3), with
technology, industrials and consumer discretionary, being the top performing sectors. As
more and more investors abandoning their worst-case scenario assumptions and transiting
to a reflationary trade strategy, it is likely that other lagging economic related sectors would
play catch up in the second half and beyond.

Global tourism continued the path of recovery. In Asia, common destinations such as Japan,
South Korea and Singapore are seeing tourist arrivals recovering to over 70 percent of levels
at end-2017 (see Chart 4). The number of tourist arrivals could be higher but is restricted by
limited passenger capacity as airline operators are having difficulty to quickly return idled
airplanes to operation. The situation is expected to improve towards the important summer
months and the peak holiday season at year end.



e Political-related:

o Top officials from the US and China have resumed in-person contact, with the postponed
visit by US Secretary of State Anthony Blinken in Beijing, particularly notable. The visit has
also pathed the way for an ultimate meeting later this year between US President Joe Biden
and General Secretary of the Chinese Communist Party Xi Jinping possible. Next in line
planning a visit to China is US Treasury Secretary Janet Yellen that may take place sometime
in July.

o Recent economic data from China indicate strong need for more supportive policies from
both monetary and fiscal wings. In addition to domestic measures, Chinese Premiere Ji
Quang had tried to woe international companies in his first visit to Europe. The trip took on a
sense of urgency given foreign direct investment into China has seen a gradual and
persistent decline in recent years.

Chart 1 — Purchasing manager indexes for the world’s Big-4 economies (namely, US, EU, China & Japan,
which together accounted for about 70 percent of global GDP) showed continued rebound of business
activities especially for services (except for US & China, all data are updated to June).
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Chart 2 — Inflation measures for US are showing consumer prices have been on a downward trend since mid-
2022, albeit not as fast as the Fed would like to see. Having said that, there are signs that the stubborn
services inflation is showing stronger hint of easing as depicted by the Supercore CPI measure (light blue line
in the chart).
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Chart 3 — Major sector sub-index ETFs over the past year showed economically sensitive sectors, notably
global technology, industrials and consumer discretionary, have performed well
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M IXJ US Equity (iShares Global Healthcare ETF) 102.4796
BTN US Cquity (Shares Global Tech FTF) 121,055
KXI US Equity (iShares Global Consumer Staples ETF) 104.5447
MXI US Equity (iShares Global Materials ETF) 96.4351
IXG US Equity (iShares Global Financials ETF) 99.9823
LIRXI US Equity (iShares Global Consumer Discretionary ETF) RNERIRYS
JXI US Equity (iShares Global Utilities ETF) 95.5804
EXI US Equity (iShares Global Industrials ETF) 115.2056
M IXP US Equity (iShares Global Comm Services ETF) 104.9281
M IXC US Equity (iShares Global Energy ETF) 95.4863




Chart 4 — Tourists arrivals for popular Asian destinations continued rebounding, with Japan, South Korea and
Singapore all seeing tourist arrivals rebounded to over 70 percent of levels at end-2017. While tourist
arrivals for the month of May have dropped a bit, this is highly normal as Q2 is usually a bit soft due to
seasonality factor. With more and more carriers ramping up passenger capacity, the rebound should climb
further during the summer months and year-end peak seasons.
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e Normalized As Of 12/31/2017
Mid Price
B THTATOTA Index (Thailand Tourist Nationality - Grand Total) 56.3842
B HKVA Index (Hong Kong Visitor Arrivals) - on 4/30/23 51.766
KOTSVARR Index (South Korea Visitor Arrivals Total) 76.4619
JFVAGT Index (Japan Foreign Visitor Arrivals Grand Total)  75.3155
M SIVTA Index (Singapore Visitor Arrivals) - on 4/30/23 71.9026
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Important Note & Disclaimer:

" The document is property of AMG FINANCIAL GROUP. All information in this document is strictly for
information purposes only and should not be considered as an invitation, an offer, or solicitation, to invest or
a recommendation to buy or sell any particular security or to adopt any investment strategy mentioned
herein. AMG Financial Group Limited (here after AMG) endeavors to ensure the accuracy and reliability of
the information provided but do not guarantee its accuracy or reliability and accept no liability for any loss
or damage arising from any inaccuracies or omission. Some of the information in this document may contain
projections or other forward-looking statements regarding future events or future financial performance of
countries, markets or companies. These statements are only predictions and actual events or results may
differ materially. Any opinion or estimate contained in this document is made on a general basis and is not
to be relied on by the reader as advice. AMG reserves the right to make changes and corrections to its
opinions expressed in this document at any time, without notice to the recipients of this document. Any
unauthorized disclosure, use or dissemination, either whole or partial, of this document is prohibited and
this document is not to be reproduced, copied, and made available to others. Investment involves risks. The
value of any investment and the income from it can rise as well as fall as a result of different market risks,
such as currency and market fluctuations. Past performance figures shown are not indicative of future
performance. The recipients of this document should seek for professional advice if they are in any doubt
about any of the information contained herein. This material has not been reviewed or approved by the
Securities and Futures Commission.
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