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New virus cases have fallen sharply as developed countries ramp up vaccinations. More vaccine types are now
in production and use. China is also making available its vaccines to countries in South-East Asia, the Middle
East and South America. This should help to raise the rate of vaccination in emerging markets. Share prices of
stocks and sectors that benefit from economic reopening are regaining momentum, paced by vaccine
progress. But realistically, no country can return to normalcy until the world achieves herd immunity.

US 10-year Treasury yields reached 1.41%, up from 0.93% at end-December 2020. There has been concern
that President Biden’s US$1.9tr stimulus package will cause a surge in inflation and force the Fed to raise
interest rates. We do not think so. The House has passed the US$1.9tr package but the bill now goes to the
Senate, where it might still face opposition. The eventual amount could be less than USS1tr.

January’s core CPl was weak at 1.4% yoy, compared with 1.6% in December 2020 and 2.26% in 2020. Jobless
claims stayed elevated, up by 13,000 to 861,000. Continuing claims rose 36,000 to 4.494m. This would affect
retail sales. Although supply constraints due to lockdowns could boost prices temporarily, things could change
when mobility restrictions ease and production and services resume. US interest rates are likely to stay low,
with the Fed promising to be patient until inflation crosses 2% and stay there for a period of time.

Higher yields reflect a stronger economic recovery and better corporate profitability. The gap between equity
yields and bond yields remains wide, skewing the favour towards equities. There is a strong positive
correlation between yields and cyclical sectors such as financials, minerals and energy. Growth sectors such as
technology and communication services would look expensive, given their sensitivity to higher cost of funds.

China dished out record new loans of RMB3.58tr in January 2021, up RMB240bn from an already-robust
January 2020. While corporate defaults and NPLs might rise, such record-high new bank loans indicate strong
underlying credit demand. Regulators reportedly started reining in property loan issuance at the end of
January. Interbank liquidity was tightened in the second half of the month, while market rates moved higher.
We expect further tightening in 2021, along with the People’s Bank of China’s intention to guide rates higher.
This should widen Chinese banks’ spreads in 2021. Further taking into consideration the potential rollout of
anti-trust regulations on online lending and payment platforms, we stay positive on Chinese banks.
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In spite of US-China trade tensions, FDIs into China reached US$163bn in 2020, up 16.4% yoy, according to the
United Nations Conference on Trade and Development. In contrast, US FDIs fell 46.6% to US$134bn. China is
already a dominant consumer of global commodities, with its property and infrastructure sectors being the
biggest gobblers. China’s FDIs will drive demand for capital goods and commodities, in particular copper, nickel
and cobalt. The latter two are also key components of electric-vehicle batteries. Indonesia and the Philippines
supply 30% and 15% of the world’s nickel. The Philippines also produces 3% of global cobalt output.
Commodity-exporting countries such as Australia, Chile, Indonesia and the Philippines could bounce back
fasterin 2021.

More volatile commodity and food prices and a recent rise in oil prices could lift inflation in Singapore,
Malaysia, Thailand and Indonesia. Central banks will likely be more tolerant and hesitant to raise interest
rates, mindful of the dangers of higher interest rates on a still-fragile recovery from COVID-19. Indonesia’s
recent rate cut is an all-out attempt to jump-start its economy, at the risk of inflationary pressure as lower
rates could induce asset price inflation. Bank Indonesia cut policy rates by 25bps and eased lending regulations
for the auto and property sectors. It also encouraged banks to cut lending rates to spur credit growth. The
country is making vaccinations compulsory, so that its economy can become normal earlier.

In Singapore, the authorities have voiced concerns about recent increases in property prices, engendered by
low rates. A record 1,609 new private homes were sold in January, the highest monthly volume in the last
eight years. This high volume could be traced to: 1) low interest rates with ample liquidity. M2 grew 13.2% in
December 2020, compared with just 5% in December 2019; 2) developers cutting margins to clear inventories
before the punitive 25% tax on land price for unsold units beyond five years of acquisition kicks in. En-bloc
redevelopment projects that started in 2017, which attracted many foreign developers, will reach their 5-year
deadline soon; 3) more confidence in the job market, amid a dip in Singapore’s unemployment rate to 3.2% in
December 2020 from September’s 3.6% with the departure of non-resident workers.

Rumours of new rounds of cooling measures could actually spur more buying. We believe property agencies
will benefit in the next few quarters as sales completions take about three months. Higher property
transactions will also benefit banks via loan demand and improved credit provisioning with higher asset prices.

The energy sector was hit hard in 2020 when lockdowns melted demand. We see a broad recovery in 2021.
Although the industry is not likely to return to pre-COVID levels soon, if vaccine rollout and GDP recovery lead
to any better-than-expected scenario, this may even be enough to lift share prices in a beaten-down sector.
Factors supporting the sector are: 1) non-OPEC oil capex remaining subdued; 2) refinery closures; 3) easing
oversupply from offshore oil-rig retirements; and 4) natural gas remaining the favourite transition fuel in Asia.
The 30-40% cuts in capex by oil majors in 2020 should also have improved cash flows and eased competitive
pressure. We prefer upstream players, in particular the Chinese ones that ride the demand recovery in China.
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Important Information

This newsletter is provided to you for general information only and does not constitute a recommendation or an offer
or solicitation for any investment. The information contained in the newsletter has been obtained from public sources
which Phillip Securities Pte. Ltd. (“PSPL”) has no reason to believe are unreliable and any analysis, forecasts,
projections, expectations and opinions contained in this newsletter are based on such information and are
expressions of belief of the individual author or the indicated source (as applicable) only. PSPL makes no
representation or warranty, express or implied, that such information is accurate, complete, appropriate or verified or
should be relied upon as such. Past performance of any investment product or company referred to in this newsletter
is not indicative of future results.

Any such information or opinion contained in this newsletter is subject to change, and PSPL shall not have any
responsibility to maintain or update the information or opinions made available or to supply any corrections, updates
or releases in connection therewith. In no event will PSPL or persons associated with or connected to PSPL, including
but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this
newsletter, (i) be liable in any manner whatsoever for any consequences (including but not limited to any special,
direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage of this
newsletter or (ii) accept any legal responsibility from any person who receives this newsletter, even if it has been
advised of the possibility of such damages. Any opinions, forecasts, assumptions, estimates, valuations and prices
contained in this material are as of the date indicated and are subject to change at any time without prior notice.

This newsletter does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This
newsletter should not be relied upon exclusively or as authoritative without further being subject to the recipient’s own
independent verification and exercise of judgment.

Recipients should be aware that many of the investment products which may be described in this newsletter involve
significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving
such investment products should not be made unless all such risks are understood and an independent determination
has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect
to any investment product should not be considered to be a disclosure of all risks or a complete discussion of such
risks. You should seek advice from a qualified financial advisor before relying on the information, analyses and
opinions for any investment decisions.

Our representatives appointed under the Financial Advisers Act (“FAA”) may be authorised to engage in non-FAA
activities of marketing, client acquisition and client servicing of managed accounts services. Our representatives who
are appointed under the Securities and Futures Act to conduct fund management activity (“FM Reps”), i.e. the
Portfolio/Fund Managers, will be managing clients’ money and investments, in addition to marketing, client acquisition
and client servicing of managed accounts services.

PSPL is a member of the PhillipCapital Group of Companies. The PhillipCapital Group of Companies, their affiliates
and/or their officers, directors and employees may own or have positions in any shares, units and other investments
mentioned herein or any investment related thereto and may from time to time add to or dispose of any such
investment. Any member of the PhillipCapital Group of Companies may have acted upon or used the information,
analyses and opinions herein before they have been published.

This newsletter has been provided to you for personal use only and shall not be reproduced, distributed or published
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it,
and notify the sender immediately. PSPL shall not be liable for any direct or consequential loss arising from any use
of material contained in this newsletter.

This newsletter is only for the purpose of distribution in Singapore. The information and material presented herein are
not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such
distribution, availability or use would be contrary to the applicable law or regulation or which would subject PSPL to
any registration or licensing or other requirement, or penalty for contravention of such requirements within such

jurisdiction.
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