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Adopting Flexible Strategies in Uncertain Market

In the first half of this year, markets experienced significant volatility, with investors navigating a “tariff rollercoaster.” Looking ahead
to the second half, uncertainty persists. In mid-May, Moody's downgraded the U.S. sovereign credit rating from its highest level to “Aal,”
though its asset status remains largely unrivaled. However, over the past decade, U.S. asset prices have surged, leading to elevated
valuations and an overconcentration in U.S. assets. Amid signs of an economic slowdown, U.S. equity markets may face increased
volatility in the coming months. Consequently, reallocating a portion of U.S. assets to other regions appears prudent.

Many Asian economies, heavily export-oriented, face potential headwinds from tariff uncertainties. Nevertheless, Asian stock markets
have rebounded following tariff suspensions. While tariff negotiations are likely to continue for some time, their impact on markets
appears to be waning. Additionally, controlled inflation in Asia in recent years, coupled with strengthening Asian currencies, provides
Asian central banks with room to implement rate cuts to support economic growth, potentially bolstering Asian equity markets.

We believe that prioritizing risk management in investment portfolios remains a sound strategy. Given the uncertainties surrounding
tariffs, investors should exercise caution and build balanced portfolios by diversifying into equities and investment-grade bonds. This
approach enables flexible adjustments to investment strategies, helping to mitigate potential market volatility while capitalizing on
emerging opportunities.

Source: Bloomberg
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Market Outlook

+ Recent market uncertainties, triggered by the tariff news, remain high in the short-to-medium term,

supporting yields to drop (yields move inversely to prices) as investors allocated to less riskier assets

+ ECB is expected to further cut interest rate given declining inflation, slow progress in economic

recovery and anticipation of escalating trade tensions

+ Credit continues to provide attractive carry
- We upgraded our overall view to global bonds to cautiously positive and remained quite selective,

favoring investment-grade credit and believing the asset class helps strengtheing risk management
for portfolios

+ Governments reached a consensus at the meeting and pledged to significantly increase investment

in clean energy and a low-carbon economy. According to the International Energy Agency (IEA), the
total global investment in energy transformation in the future is expected to be calculated in tens of
trillions dollars, which will greatly promote the development of industries such as renewable energy,
energy storage technology and electric vehicles

+ Investors are increasingly prioritizing Environmental, Social, and Governance (ESG) factors.

Companies that emphasize ESG and carbon emission considerations tend to exhibit more resilient
financial performance

+ With increasing volatility in the investment environment, low-carbon strategies provide higher

downside protection and relatively better returns compared to traditional stock strategies

TN

Global
Equity

+ Global equities had fully recovered its loss since the “Liberation Day"” on 2 April as the “reciprocal”

tariffs were suspended for 90 days for most countries while negotiations take place

+ Uncertainties over tariffs, trade negotiations and the impact on economies remain high, we expect

the market is sensitive to the related news and will be volatile

- Geopolitical risks have risen over the past few months and may increase market volatility going

forward
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+ Cash is a residual (or balance) of our stance in terms of equities and fixed income. We are slightly

cautious to equities (neutral) and selectively positive to bonds (positive), cash as a balance was
upgraded to neutral

+ With expectation of market jitters continuing in the near term, cash remains as a defensive asset to

decrease portfolio beta
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+ Following US President Trump's increase in the tariff rate on imports from China, these tariffs are

expected to exacerbate the drag on exports, heightened macroeconomic uncertainties, weakening
economy outlook

+ The Chinese government has held back from deploying aggressive domestic stimulus before

tariffs. The chances that the government would enlarge the scope to support consumption more
meaningfully increase

+ We are closely monitoring the progress of trade negotiations between the US, China, and other

nations, as well as the severity of economic impacts from these tariffs

« Trump's tariff is an obvious downside risk for export-driven economies like ASEAN countries
+ India relatively insulated from global trade tensions, showing early signs of economic recovery as we

see improved GST revenue growth, increased government capital expenditure and growing demand
for supply chain shifts

+ Korea, we observe a strong recovery in memory exports, primarily driven by DRAM. Increasing spot

prices in the memory sector and improved outlook for semiconductor demand

+ Taiwan led by solid A.l. demand growth. The demand is expected to accelerate in 2Q due to better

than expected US Tech Giant Al capex US, and relatively easier to struck a trade tariff deal

Disclaimer:

All information contained in this document shall only be used as general reference and general investment knowledge for
sharing purposes, which may contain “forward-looking” information, including forecasts, estimates of yields or returns and
involve risks and uncertainties. All information contained in this document is not intended to provide any forms of guarantee
or investment advice, and does not constitute a solicitation of an offer or offer, and shall not be regarded as the basis for any
contract, to sell or to purchase any investment products. Information is provided base on sources believed to be reliable, Sun
Life Asset Management (HK) Limited, its associated companies and their directors and employees (collectively “Sun Life") gives
no express or implied warranty, guarantee or represent its accuracy, effectiveness, completeness of the same.

Investment involves risk, and past performance figures shown are not indicative of future performance. Value of investment
may go up or down, and may become valueless. An investor may not get back the amount originally invested. The information
contained in this document has not been reviewed in the light of objectives, financial circumstances or needs of an individual
investor. Sun Life is not responsible for any loss or damage caused by reliance on any information or advice made in this
document, nor is responsible for the accuracy or completeness of any information or advice.

This document has not been reviewed by the Securities and Futures Commission in Hong Kong or any regulatory authorities.
This document is owned by Sun Life Asset Management (HK) Limited. Modification or change is not allowed without the Sun
Life Asset Management (HK) Limited's prior consent.
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