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Asia Market Outlook:
2H20 and 2021

Geoffrey Wong, Head of Emerging Markets and Asia Pacific Equities, and Hayden Briscoe, Head of Fixed Income,
Asia Pacific, give their outlook for Asian economies, stocks and bonds for 2H20 and 2021.

Asia Outlook for 2H20 and 2021: Five Key Takeaways

e In 2021, the IMF expects 8.2% y-o0-y GDP growth for China, 6.0% for India, and 2.4% for Japan;
e COVID-19 is having a severe short-term impact on Asia, but the long-term impact should be small;

e Asian stocks look cheap compared to both current levels in the US and Europe and historical valuations.
We particularly see opportunities within the small-and mid-cap space;

e In Asian fixed income markets, credit spreads are at their widest since the Global Financial Crisis (GFC) in
2008/2009;

e The policy outlook in Asia is supportive and China has increased credit flows to the economy;

e Both Asia high yield and investment grade credits offer better yields and lower duration than the same asset
classes in the US and Europe.

Asia's Economic Outlook 2020 & 2021

The International Monetary Fund (IMF) forecasts that GDP will fall 0.8% y-o-y in Emerging and Developing Asia’ in
2020, but grow 7.4% y-o-y in 2021. In 2021, the IMF expects 8.2% y-o-y GDP growth for China, 6.0% for India,
and 2.4% for Japan?.

Asian Equities: The Outlook for 2H20 and 2021
Geoffrey Wong, Head of Emerging Markets and Asia Pacific Equities

COVID-19 is having a severe short-term impact on Asia, but the long-term impact should be small.

Asian countries and companies went into this downturn in relatively sound shape: state fiscal balances are relatively
healthy, Asian companies have comparatively defensive balance sheets, and Asia has seen no large build-up of
excess capacity.

' The IMF defines Emerging and Developing Asia as including China, India, Indonesia, Malaysia, the Philippines, Thailand,
Vietnam, Bangladesh, Cambodia, Lao People’s Democratic Republic, Mongolia, Myanmar, Nepal, and Sri Lanka.

2 |MF: World Economic Outlook, June 2020
https://www.imf.org/en/Publications/WEO/Issues/2020/06/24/WEOUpdateJune2020
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Activity levels in China and Asia are improving

Though not yet back to pre-COVID-19 levels yet, we are seeing improvements.
Factories in places like China and Korea are now largely back to work.

Certain trends in Asia have accelerated

Investible trends, including consolidation of weaker players within sectors, the shift from offline to online,
investment in R&D and innovation, and supply chain shifts, have all sped up during the past six months.

Current valuations are cheap

Asian stocks look cheap compared to both current levels in the US and Europe and historical valuations. We
particularly see opportunities within the small-and mid-cap space. Given that we are at the bottom of the cycle, we
believe investors can find many value opportunities in Asia.

Long-term trends remain intact

"Though the situation is challenging,
A range of investible trends remain intact in Asia, including underlying trends are creating winners
an increasing share of discretionary spending, growing and losers. and an active investment

B pening  29P03€h an 0ben up opportuntes
J prion, TIng B 9 and identify winners. We believe that

on R&D and technology leading to innovations, under- ) .
penetration of credit, and Asia ex-China's expanding share the Asian Sm"a” cap space is worth
in global manufacturing. focusing on.

Geoffrey Wong, Head of Emerging Markets and Asia
Pacific Equities
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There will be winners and losers

We believe that companies in sectors like consumer and healthcare that are exposed to the fundamental trends
described above have the potential to be winners in the coming years. We also believe that an active approach to
uncovering opportunities within these trends can benefit investors over the long term.

Asia Fixed Income 2H20 & 2021

Hayden Briscoe, Head of Fixed Income, Asia Pacific

In Asian fixed income markets, credit spreads are at their widest since the Global
Financial Crisis (GFC) in 2008/2009

At current levels, credit spreads can deliver substantial yields into investors' portfolios. Investors should also bear in
mind that periods of major market dislocations and drawdowns, like the GFC, are often followed by large returns
for investors.

Asian USD Credit Market: Spreads
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The policy outlook in Asia is supportive

Asian central banks have more room than those in the US and Europe to deliver rate cuts over the next 12-18
months.

On the fiscal policy side, we believe Asian countries, and particularly China, are more effective, since they can put
stimulus directly into their economies and business sectors.
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China has increased credit flows to the economy

That's positive for both China and Asia more generally, since China's economy is very influential in Asia. That said,
China's approach is more restrained and much more targeted than episodes of stimulus in the past.

China Credit Impulse (YoY% Growth)
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China's property sector offers opportunities

Urbanization and upgrading are key demand drivers. Property prices are recovering and developer profitability
is improving.

We are positive on larger developers in the sector, most of
whom are growing their market share as smaller players move . . ) .
out and have a diverse range of funding options. While sentiment has improved,

Asian credit spreads are still at
levels seen during the Global

Asia fixed income is a standout market globally Financial Crisis. This presents

Both Asia high yield and investment grade credits offer better attraqlve Sy F)Olnts for ,InveStorS’
yields and lower duration than the same asset classes in the US especially for Asian high yield

and Europe. bonds"

In US high yield, the energy sector is a major constituent, so if Hayden Briscoe, Head of Fixed Income, Asia Pacific

we take this sector out of the benchmark, the gap between
yields in US and Asia high yield is very large indeed.
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This document does not replace portfolio and fund-specific materials. Commentary is at a macro or strategy level and is not with reference to any

registered or other mutual fund.

Americas

The views expressed are a general guide to the views of UBS Asset
Management as of February 2020. The information contained herein
should not be considered a recommendation to purchase or sell securities
or any particular strategy or fund. Commentary is at a macro level and is
not with reference to any investment strategy, product or fund offered by
UBS Asset Management. The information contained herein does not
constitute investment research, has not been prepared in line with the
requirements of any jurisdiction designed to promote the independence of
investment research and is not subject to any prohibition on dealing ahead
of the dissemination of investment research. The information and opinions
contained in this document have been compiled or arrived at based upon
information obtained from sources believed to be reliable and in good
faith. All such information and opinions are subject to change without
notice. Care has been taken to ensure its accuracy but no responsibility is
accepted for any errors or omissions herein. A number of the comments in
this document are based on current expectations and are considered
“forward-looking statements”. Actual future results, however, may prove
to be different from expectations. The opinions expressed are a reflection
of UBS Asset Management's best judgment at the time this document was
compiled, and any obligation to update or alter forward-looking
statements as a result of new information, future events or otherwise is
disclaimed. Furthermore, these views are not intended to predict or
guarantee the future performance of any individual security, asset class or
market generally, nor are they intended to predict the future performance
of any UBS Asset Management account, portfolio or fund.

EMEA

The information and opinions contained in this document have been
compiled or arrived at based upon information obtained from sources
believed to be reliable and in good faith, but is not guaranteed as being
accurate, nor is it a complete statement or summary of the securities,
markets or developments referred to in the document. UBS AG and / or
other members of the UBS Group may have a position in and may make a
purchase and / or sale of any of the securities or other financial instruments
mentioned in this document.

Before investing in a product please read the latest prospectus carefully
and thoroughly. Units of UBS funds mentioned herein may not be eligible
for sale in all jurisdictions or to certain categories of investors and may not
be offered, sold or delivered in the United States. The information
mentioned herein is not intended to be construed as a solicitation or an
offer to buy or sell any securities or related financial instruments. Past
performance is not a reliable indicator of future results. The performance
shown does not take account of any commissions and costs charged when
subscribing to and redeeming units. Commissions and costs have a
negative impact on performance. If the currency of a financial product or
financial service is different from your reference currency, the return can
increase or decrease as a result of currency fluctuations. This information
pays no regard to the specific or future investment objectives, financial or
tax situation or particular needs of any specific recipient.

The details and opinions contained in this document are provided by UBS
without any guarantee or warranty and are for the recipient's personal use
and information purposes only. This document may not be reproduced,
redistributed or republished for any purpose without the written
permission of UBS AG.

Follow us on Linkedin m

© UBS 2020. All rights reserved.
www.ubs.com/am
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This document contains statements that constitute “forward-looking
statements”, including, but not limited to, statements relating to our
future business development. While these forward-looking statements
represent our judgments and future expectations concerning the

development of our business, a number of risks, uncertainties and other
important factors could cause actual developments and results to differ
materially from our expectations.

UK
Issued in the UK by UBS Asset Management (UK) Ltd. Authorised and
regulated by the Financial Conduct Authority.

APAC

This document and its contents have not been reviewed by, delivered to or
registered with any regulatory or other relevant authority in APAC. This
document is for informational purposes and should not be construed as an
offer or invitation to the public, direct or indirect, to buy or sell securities.
This document is intended for limited distribution and only to the extent
permitted under applicable laws in your jurisdiction. No representations are
made with respect to the eligibility of any recipients of this document to
acquire interests in securities under the laws of your jurisdiction.

Using, copying, redistributing or republishing any part of this document
without prior written permission from UBS Asset Management is
prohibited. Any statements made regarding investment performance
objectives, risk and/or return targets shall not constitute a representation or
warranty that such objectives or expectations will be achieved or risks are
fully disclosed. The information and opinions contained in this document is
based upon information obtained from sources believed to be reliable and
in good faith but no responsibility is accepted for any misrepresentation,
errors or omissions. All such information and opinions are subject to
change without notice. A number of comments in this document are based
on current expectations and are considered “forward-looking statements”.
Actual future results may prove to be different from expectations and any
unforeseen risk or event may arise in the future. The opinions expressed
are a reflection of UBS Asset Management's judgment at the time this
document is compiled and any obligation to update or alter forward-
looking statements as a result of new information, future events, or
otherwise is disclaimed.

You are advised to exercise caution in relation to this document. The
information in this document does not constitute advice and does not take
into consideration your investment objectives, legal, financial or tax
situation or particular needs in any other respect. Investors should be
aware that past performance of investment is not necessarily indicative of
future performance. Potential for profit is accompanied by possibility of
loss. If you are in any doubt about any of the contents of this document,
you should obtain independent professional advice.

Australia
This document is provided by UBS Asset Management (Australia) Ltd, ABN
31 003 146 290 and AFS License No. 222605.

Source for all data and charts (if not indicated otherwise): UBS Asset
Management
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