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March brought a wake-up call to markets after a complacent start to the year.
The trigger was the failure of Silicon Valley Bank and other US regional banks,
followed by Credit Suisse in Europe. The repricing of core yields and changes to
market expectations regarding central bank actions have been massive in both
the US and Europe. Bond volatility reached the highest levels since the Great
Financial Crisis, while equity volatility also spiked, but to a lesser extent.

Looking ahead, we think investors should consider the following factors:

Concerns around systemic risks. We don’t think we face a systemic crisis
as banks in the US and Europe are in much better shape compared to 2008,
with more stringent regulation. Importantly, European regulators’ affirmation
that they do not aim to change the credit hierarchy (the Swiss case is
idiosyncratic) should provide support to markets.

Economic growth in stressful conditions. Recent events mean the
economy’s landing could be harder than previously expected. The credit
crunch will impact growth, and also determine how pronounced the recession
is. While globally the Chinese reopening will help, it will not be sufficient to
offset the US recession.

Central bank actions when inflation is persistent. Swift action from CBs to
stabilise markets indicates that they are taking this turmoil seriously, while at
the same time continuing to focus on inflation. They will now be even more
data dependent, with little or no policy guidance. This, in turn, will keep bond
volatility high as inflation is still above targets.

The impact on EM. The EM world has been affected by the aforementioned
volatility, but the EM vs. DM growth advantage should persist. Selectivity will
be key in a more vulnerable market environment.

Extreme bond volatility
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“ANe are moving Given this increasingly risky environment, we confirm our cautious stance, with

specific points below:
towards a more
" From a cross-asset perspective, to strengthen safeguards we had

raised our already positive stance on US duration before the recent
backdrop, with lower downward repricing in yield. We are increasingly cautious on high yield
visibility on central credit. On risk assets, we remain defensive in equity, where our preference

remains for China. We continue to favour high-quality names in both equities
bank actions. This and credit. We also think investors should enhance their hedges on US
equities and stay well-diversified through gold. On oil, we have become
tactically neutral in light of the slowing economic growth.

uncertain economic

calls for a prudent
stance on risk ) _ )
5 " In fixed income, movements in rates markets have been very strong,
assets. initially driven by sticky inflation readings, and then by the flight to
safety move from the banking turmoil. For our part, we remain active and
keep a neutral to positive bias on duration in US fixed income, while we have
a slightly defensive stance on European duration. In credit we focus on high-
quality names and avoid highly leveraged businesses in both the EU and the
US, while we remain cautious on HY. Overall, we think the European banking
system is robust and that the current repricing could offer opportunities in
names with robust capital positions and governance standards.

" On equities, we have been cautious for quite some time because we
were not comfortable with the excessive valuations. The recent volatility
in the US and Europe has been partly a result of markets being
complacent. We think investors should aim to benefit from the strong
performance so far in segments such as cyclicals, and that they should now
consider exploring defensive areas with attractive valuations and strong
earnings potential. On the other hand, as inflation remains above central
bank targets, we favour dividend-paying stocks that boost investor income.
Finally, this turmoil reaffirms our stance on quality, with a value tilt and a
preference for non-US banks with a high selection focus.

" The risk-off sentiment mainly affected EM in HC debt, which had
performed well recently, but LC looks resilient. With the EM-DM growth
differential and the weak dollar acting as positives for EM, we are prioritising
selection. In LC we like Mexico, Colombia, South Africa and India. We also
like countries such as Thailand, where the hiking cycle has almost reached
an end. In equities, we are positive on China, but have lowered our positive
stance on Brazil. On the other hand, select Latin American FX, such as MXN,
offer attractive carry.

Overall risk sentiment Changes vs. previous month

Risk off Risk on ®  Cross assets: Defensive on
credit, more constructive on
US Treasuries and looking
for opportunities beyond the
core European curve.

Strengthen portfolio protection
and stay diversified as inflation,
growth and earnings concerns In fixed income we are now
remain, with additional stability overall neutral to long US
risks now to be considered. duration across the board.

Tactical opportunities in EM
LC debt and select EM FX.

Overall risk sentiment is a qualitative view towards risk assets (credit, equity,
commodities) expressed by the various investment platforms and shared at the global
investment committee. Our stance may be adjusted to reflect any change in the
market and economic backdrop.
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Three hot questions
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We expect net interest margins will be smaller than previously anticipated and volumes
will be lower given tighter credit conditions following the recent turmoil. This will have
consequences for European earnings growth as a whole as banks were expected to be
the number one drivers of European earnings per share (EPS) in the short to medium
term. European banks’ earnings growth will still be positive, just less so than previously
expected. Concerns about credit crunches appear excessive amid the strong liquidity
profiles and capital positions of European banks.

Investment consequences

® Cautious on European equities overall.
® Focus on quality.

President Xi Jinping’s institutional reforms have reinforced the concentration of power,
while creating new ‘super ministries’ directly under the party to oversee finance and
technology. These reforms are also aimed at increasing defence spending and
strengthening domestic security, reflecting growing concerns over regional instability
and domestic unrest. On the economic front, growth could still surprise to the upside,
especially in the housing sector, while the long-term agenda aims to stabilise the debt-
to-GDP ratio.

Investment consequences
® Cautious on equities overall, positive on China and Hong Kong.

= Defensive on high vyield, but constructive on investment grade, especially short
duration.

The Q4 reporting season has seen mixed EPS results in the US, while Europe proved
stronger than expected. The S&P 500 EPS was in negative territory for the first time
since 2020. The Q4 results out so far — with some 96% of companies having reported —
point to -3.2% from +4.4% in Q3, mainly driven by margins being revised down. Stoxx
600 earnings fell sharply, but by less than expected, remaining strong at +16.9%, down
from +33.1% in Q3.

Investment consequences

" Defensive stance on US equities confirmed.

= Preference for value, quality and high dividend styles.

“We confirm our cautious view on equities, and favour value, quality,
and high-dividend oriented names.”
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Enhance safeguards

Our call to stay defensive and not get carried away
by the risk asset rally since the start of the year has
been validated by the recent market stress. While
excessive valuations were one reason for the stress,
economic, earnings and contagion concerns also
contributed and these concerns remain. In addition,
there is increasing uncertainty around geopolitical
tensions. The evolving eco-political environment calls
for a defensive stance on risk assets and underscores
the need to enhance portfolio protection. At the same
time, investors should explore yield curves across
geographies, for example, beyond core Europe, and
stay well-diversified through assets such as gold.

High conviction ideas. Weak corporate margins,
expensive valuations and the potential rebalancing of
large pension funds away from stocks make us
cautious on developed market (DM) equities. We
expect the market to continue to be held hostage to
adjustments in terminal rate expectations in the US
and Europe. In the US, amid the higher volatility we
remove our relative preference for small caps. In
contrast, we keep our positive view on China due to the
improving economic outlook, cheap relative valuations
and scope for increasing inflows.

In fixed income, we raise slightly our constructive
view on US Treasuries, which should gain from the
flight to safety driven by higher recession risks and
financial stability concerns. In this risky environment,
the diversification benefit of government bonds has
returned. We remain active across geographies,
playing opportunities in the Swedish and Canadian
curves. We also are mildly positive on the 10Y BTP-
Bund spread, but cautious on Japanese government
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bonds owing to our expectation that the Bank of Japan
could give up its control of the yield curve.

We do not think current corporate credit valuations
are justified, due to the potential deterioration in
financial conditions. We are increasingly cautious on
EU HY as we see indications of a worsening
environment in the future for HY overall. Even though
credit supply has been well received by the market,
some profit-taking is materialising. Thus, flows in the
credit market will now be less supportive of spreads
looking ahead, even more so after recent events.

In FX, the USD forms a key driver of our FX
strategies. We think it should gradually weaken and
hence we are no longer negative on the GBP against
the USD, but this is more due to the dollar and less
about any strength in the pound. We upgrade the
AUD/USD and stay positive on EUR/USD. In EM, we
are now constructive on MEX/EUR given the attractive
carry. The currency should benefit from the structural
effects of nearshoring (being close to the US) and the
robust monetary policy framework. Elsewhere in EM,
we are also positive on BRL/USD and ZAR/USD.

Risks and hedging. Looming risks around economic
growth and still-high inflation underline the importance
of gold as a safe asset. On the other hand, we see
some risks around weakening demand in the US and
Europe amid tightening lending standards that could
affect overall consumption, potentially impacting oil.
Thus, we are tactically neutral on oil for now, but will
keep monitoring this stance. Finally, we see scope for
strengthening financial hedges, particularly on US
equities, and maintaining protections in credit.

(11 . . .
Market movements reinforce our views on duration and our
cautious, diversified stance. Investors should now strengthen

hedges in this phase of low growth and stability risks.’
Amundi Cross-Asset Convictions

J
@ Current stance Change vs previous month

+++

2

Source: Amundi. The table represents a cross-asset assessment on a three- to six-month horizon based on views expressed at the most
recent global investment committee. The outlook, changes in outiook and opinions on the asset class assessment reflect the expected
direction (+/-) and the strength of the conviction (+/++/+++). This assessment is subject to change and includes the effects of hedging
components. FX = foreign exchange, |G = investment grade, HY = high yield, CBs = central banks, BTP = Italian government bonds.
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Government bonds back as portfolio diversifiers

Overall assessment. Sharp yield movements in the US and Europe, and the repricing in the
market’s terminal rate expectations, have been a result of heightened volatility and tightening
financial conditions. While CBs and regulators were swift to provide liquidity support to
markets, their task is not yet done as high inflation and stability concerns remain. Thus, they
must maintain that delicate balance to maintain their credibility. This means investors
should actively explore bonds, particularly US government bonds, to provide some
stability to their portfolios at a time of tightening financial conditions in the markets ‘ ;“/.
and lending standards in the economy. They should also include inflation protection AN

assets and explore selective opportunities in credit and EM debt, with a focus on quality. D:g;‘;‘:i
Global and European fixed income. High inflation leads us to be slightly cautious on Head of
duration overall through Europe and Japan, but we are now neutral on the US after the Fixed Income

recent concerns over financial stability and growth. However, we remain flexible here. On
breakevens, we are now positive on Europe through BTPs, but believe 2Y US breakevens
are now expensive. For risk assets, markets are not fully recognising issues such as wage
growth pressures, which could affect earnings and eventually cause a deterioration in credit
metrics. While we are marginally positive on credit, we stay cautious on HY but favour
EU IG. Corporate balance sheets in IG are strong, leverage is low and we largely see fixed
rate loans. At a sector level, we acknowledge the volatility in banks but believe the repricing
may present opportunities in financials with strong capital positions. In addition, we like green
bond issuers with whom we can engage and improve their ESG performance.

Yerlan
US fixed income. The Fed faces a question of credibility at a time when it is grappling with SYZDYKOV
the difficult task of taming inflation. In this environment, we keep a slightly constructive Global Head of

outlook on duration but stay active. Risks to credit spreads have increased, particularly Emerging Markets
for the weaker, highly leveraged segments. While spreads have widened across the
board, markets are still not fully accounting for the slowdown. Hence, investors should
consider using the rallies to lock in performance. Overall, we favour financials over non-
financials such as industrials, and 1G over HY, and we like names with robust capital buffers.
In securitised markets, we think the US consumer is likely to retrench somewhat as the job
market weakens and unemployment climbs. This will be compounded by banks tightening
their lending standards and increasing pricing across loan books. Thus, we are very vigilant.

EM bonds. Recent movements in LC could open up opportunities and we focus on LatAm,
South Africa and India. We also favour countries where the hiking cycle is almost at its end

(Thailand, Colombia). Overall, EM growth and a stable policy backdrop are positive for EM J ?:Bgeég
assets, including HC. We are monitoring the political environment in Turkey, but do not see ' CIO of US
insolvency risks. Selection is essential amid the geopolitical tensions over China and the US. Investment
FX. We are close to neutral on USD amid the fading rates advantage of the US, but positive Management
on safe haven FX (CHF, JPY). We favour MXN and BRL in LatAm and IDR and INR in Asia.
US financial conditions
2 - .
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. corporate cash
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Source: Amundi Institute, Bloomberg. Data as of 17 March 2023. The Bloomberg US Financial Conditions Index Worsening the

tracks the overall level of financial stress in the US money, bond and equity markets to help assess the availability and i
cost of credit. A positive value indicates accommaodative financial conditions, while a negative value indicates tighter default outlook.
financial conditions relative to pre-crisis norms.
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Explore quality resilience

Overall assessment. The failure of some regional US banks and the stress in Europe, and
the resultant volatility, has led to questions about the sustainability of market’'s exuberance.
Although our stance has been cautious all along, recent events lead us to reassess our views
based on fundamentals. Though supported by falling energy prices, the consumption
backdrop is still weak as inflation continues to tax corporates/individuals. Hence, investors
should focus on companies with strong balance sheets in the quality and value spaces. In
these areas, we look at earnings potential of businesses with operational efficiencies. There
are opportunities in less-cyclical parts, and investors should explore countries such

Kasper as China with limited correlation with DM, with a vigilant stance.
ELMGREEN
Head of Equities European equities. Even though fundamentals are deteriorating, we think the Q4 earnings

season has been slightly better than expected, but it is too early to start discounting a better
scenario. Instead of getting overwhelmed by movements, investors should prioritise
valuations and stay balanced, favouring the quality and value areas of the markets.
This may also be a time to rotate within the key convictions. For instance, we prefer well
capitalised core European retail banks. In a barbell style approach, we explore quality
cyclical businesses and defensive stocks, such as those in staples and healthcare. But in
# some cyclicals areas where valuations are now excessive (consumer, industrials), investors
) p h should be cautious. Having said that, we continue to maintain a preference for quality retail
banks, given the beneficial effect of high interest rates on their net interest margins.

Yerlan

SYZDYKOV US equities. We believe current valuations are not justified given the inflation backdrop,
Global Head of higher interest rates expectations and weak soft data. In the latest Q4 results, we noted that
Emerging Markets earnings growth was lower than the previous quarter and forward guidance from companies

was weak. As a result, we assess companies’ quality of earnings to understand
whether the increase in profits has been a result of the strength of business models
and is therefore repeatable. Here, we favour companies with high operational efficiencies
and those with the potential to reward shareholders. In particular, we like quality, value
names in sectors such as banks and energy, but avoid unprofitable growth and mega-cap
names. In addition, there are select names in capital goods and energy that should be able to
outgrow their sectors. However, valuations in discretionary are expensive and the sector will
be affected by persistent wage pressures. Relatively defensive names in healthcare
equipment and services and life science tools sectors are also attractive.

Kenneth
J. TAUBES EM equities. EMs are displaying geopolitical/domestic political risks but we see select
ClO of US opportunities led by the recovery in China, attractive valuations and improving earnings. For
Investment instance, we are positive on China and Brazil. On the latter, while we are less positive than
Management before, we expect a more market-friendly stance from the government in the future. We are
constructive on consumer discretionary but keep a negative view on healthcare. On a relative
basis, energy is preferred to materials and value to growth.
111
Investors :
. Banks stocks slump, Quality fares better
should avoid ~ 130 - 160
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MSCI CHINA (RH)
Source: Amundi Institute, Bloomberg, Data as of 22 March 2023.
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Amundi asset class views

Asset Class

As markets digested the poor quality of Q4 earnings amid high inflation and higher rates, valuations were
us - / = bound to be affected. The declines, led by the failure of regional banks, indicate that markets were ignoring
risks that deserved attention. We remain cautious but like businesses that reward shareholders.

We prefer value names amid a mild increase in yields, but remain focused on quality and earnings, as well
US value + as differentiated businesses that can outgrow the cycle. We are selective on banks.

Valuations are still excessive in big tech and large cap names despite the former’s disappointing earnings
US growth == season. We avoid unprofitable businesses that are more affected by higher rates.

Uncertainty around recession, inflation and earnings keeps us cautious, even though we saw some
_ /_ positive surprises in recent earnings in the cyclicals sector. On the banking side, we prefer businesses with

strong capital positions and liquidity ratios. The current volatility may even open up entry points for names
with strong long-term potential. Overall we like quality, value names.

The widening of the band (by BoJ) for bond yields and the market's expectations of the YCC could affect
Japan -[= yen movements, making us slightly cautious on Japanese equities. We continue to monitor earnings and

the effects of slowing global growth on the export-oriented Japanese markets.

We are constructive in sectors such as consumer discretionary on account of the rebound from Covid
China + lockdowns that is also evident in hard data. But we are selective and vigilant on the evolution of geopolitical

risks (US, Russia) and the fiscal policy framework.

Europe

EQUITY PLATFORM

Egre I:gtl 2 %x _ Earnings dynamic are supportive in general but country-specific factors such as the political environment
China ' - in Brazil (mild positive) and valuations in India and Malaysia keep us selective.
The Fed’s job on interest rates is being complicated by financial stability concerns, in addition to
US Gaviies _/+ the difficult balancing tasks of boosting growth and taming inflation. We think the central bank will
9 — keep its tightening trajectory but that it will become less aggressive. As a result, we are
constructive on duration but remain very active as the situation is fluid.
us IG Spreads are not fully accounting for the yield volatility and pressures on consumption, which will
corporate :/ ar eventually impact corporate cash flows. We are slightly positive but favour businesses with high
carry and the ability to withstand earnings pressures.
s Slowing economic growth, a worsening default outlook and higher cost pressures on companies
US HY ; . ) . L
x corporate - lead us to remain cautious. We are watchful of the effect of real rates and financial stability on
8 spreads.
FIE The ECB appears determined to fight inflation, leading us to be slightly defensive on duration.
5 ovitfs -f= However, we are agile in adjusting this stance for any change to the ECB’s rhetoric and yield
o 9 movements. We are vigilant on peripheral debt.
LL| Euro IG Leverage remains stable compared with history but the tightening monetary policy framework in
= corporate = Europe and the potential geopolitical risks leave us close to neutral. We are monitoring stability
8 P risks and how the economic deceleration affects the cash flows and liquidity needs of companies.
z Euro HY As internal liquidity buffers reduce, HY corporates may increase leverage at a time of weak
ol esmsmee - earnings, rising interest costs and deteriorating default prospects. Hence, we remain cautious
w P and are mindful of factors that could trigger any spread volatility.
x ; ; We are monitoring the government’s fiscal and monetary policies and how they collectively affect
il China govies = Chinese yields. For now, we are neutral amid our view that it offers diversification advantages.

In an environment of soft global growth, EM debt offers attractive carry even if spread compression
EM bonds HC :/ -+ may be limited from current levels. We are particularly monitoring the political events in Turkey and
Nigeria and are cautiously optimistic on the former.

We are constructive on EM duration and FX but remain very selective as directional certainty is still
EM bonds LC :/+ limited in the medium term. But we believe there are opportunities in Mexico and Thailand, and are
tactically positive on Colombia, South Africa and India.

Oil prices were weighed down by concerns on growth, affecting the very near-term outlook. However,
Commodities the production discipline of OPEC+ and US producers, and surging Chinese demand, leads us to
maintain our 12M Brent target of $100/bbl. We also maintain our 12M gold price target of $2,000/0z.

We reduced our cautious stance on the GBP vs. the dollar owing to expectations of a weaker
FX greenback. We also confirm our EUR/USD 12M target at 1.15. Select EM FX offer opportunities to
play the strength in Latin America and Asia as sentiment improves.

OTHER

se= == o ° + ++ +++ Source: Amundi, as of March 2023, views relative to a EUR-based investor. This material represents an assessment of the
market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future results.
Negative view Neutral Positive view This information should not be relied upon by the reader as research, investment advice or a recommendation regarding any
Downarade vs previous month fund or any security in particular. This information is strictly for illustrative and educational purposes and is subject to change.
v g p This information does not represent the actual current, past or future asset allocation or portfolio of any Amundi product.

A Upgraded vs previous month
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AMUNDI Institute

In an increasingly complex and changing world, investors have expressed a critical
need to better understand their environment and the evolution of investment practices
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in order to define their asset allocation and help construct their portfolios. Situated at Claudia BERTINO

the heart of the global investment process, the Amundi Institute's objective is to Head of Investment Insights

provide thought leadership, strengthen the advice, training and daily dialogue on these and Publishing — Amundi

subjects across all assets for all its clients — distributors, institutions and corporates. Lt

The Amundi Institute brings together Amundi’s research, market strategy, investment Laura FIOROT

insights and asset allocation advisory activities. Its aim is to project the views and Head of Investment Insights

investment recommendations of Amundi. and Client Divisions —
Amundi Institute

- P Pol CARULLA
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Important Information

The issuer of this document is Amundi Hong Kong Limited. This document is not intended as an offer or solicitation with respect to the
purchase or sale of securities, including shares or units of funds. All views expressed and/or reference to companies cannot be construed
as a recommendation by Amundi. Opinions and estimates may be changed without notice. To the extent permitted by applicable law,
rules, codes and guidelines, Amundi and its related entities accept no liability whatsoever whether direct or indirect that may arise from the
use of information contained in this document. This document is for distribution solely to persons permitted to receive it and to persons in
jurisdictions who may receive it without breaching applicable legal or regulatory requirements. This document and the mentioned website
have not been reviewed by the Securities and Futures Commission in Hong Kong (the“SFC”). This document is prepared for information
only and does not have any regard to the specific investment objectives, financial situation and the particular needs of any specific person
who may receive this document. Any person considering an investment should seek independent advice on the suitability or otherwise of
the particular investment. Investors should not only base on this document alone to make investment decisions. Investment involves risk.
The past performance information of the market, manager and investments and any forecasts on the economy, stock market, bond market
or the economic trends of the markets are not indicative of future performance. Investment returns not denominated in HKD or USD is
exposed to exchange rate fluctuations. The value of an investment may go down or up. This document is not intended for citizens or
residents of the United States of America or to any «U.S. Person» , as this term is defined in SEC Regulation S under the U.S. Securities
Act of 1933.

Discover more at www.amundi.com.hk
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