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Bond yields rising, Another reflation play,

Re: Slowing China, Forex, Gold, US

Re: Functions, as fundamentals

Bond yields have risen

After hardly moving in August and most of September, the US Treasury 10-year yield has taken off
from 22 September from 1.32% to 1.52% (recent high 1.56%). JGB has moved from 0.035% to
0.06%. Together with the Bund, these three are saying that the low on 4 August is the low for now.

Taper talk is a little aged. But one cannot rule it out, as a reason.

Perhaps it is window-dressing of some kind, as postulated by Jeff Snider (Alhambra Investments),
resulting from the annual G_SIB assessment. The logic is that if banks unwind derivatives, there
would be less demand for Treasuries, as collateral. Less demand means lower price and higher
yield. Parallels are yield-bottoming in 2021, 2020, 2019, 2018 and 2017 happened on 4 Aug, 4 Aug,
28 Aug, 20 Aug and 5 Sep respectively. The strangest (sans fundamentals) was 2019, when the

IMF announced global synchronized slowdown and the Fed cut interest rates.
https://www.youtube.com/watch?v=6kfwRs-xIpY

Demand for T-bills remains high. The cost-beneficial way of getting the bills still remains via the
RRP, which hit $1.6T on 30 Sep. Bills are bought in the secondary market, as well as at auctions,
at yields below the RRP rate of 5 bps.

So, rise in yields may just be seasonal and temporary. How temporary? In 2017, it lasted 8 months,
when there was the “global synchronized recovery” play. In 2018, it lasted 2 months, when October
saw a mad scramble for safe-haven assets. In 2019, it lasted 4 months, when the world remembered
that the Fed cut rates and the IMF issued a “global synchronized slowdown” statement few months
before. In 2020, it lasted 8 months, when there was the first Covid-reopening and rising commodity
prices.

In 2021, we may have the ultimate Covid-reopening, as global vaccination reaches acceptable levels
and reopening protocols are being agreed between countries. The football crowds are not going
away. On the other hand, slowing new orders and the eventual sorting-out of supply disruptions may
put a stop to this run.
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Important to us is that we have exited sovereign bonds in our SMART portfolio holdings, although
on hindsight we would rather have done this earlier. Perhaps, next year, we exit on 4 August,
regardless.

Also, important to us is to see if REIT prices will suffer as most did from 4 Aug 2020, and the years
before. This would mean that the cash held back would be deployed if prices drop meaningfully, in
line with rising yields. The aim will be to hold on or buy back the REITs that are less likely to lose
value due to their defensiveness, or value, or if they benefit from Covid-reopening, or some positive
corporate developments.

Another reflation play?
Or, if some kind of reflation play may tempt us into the local banks.

And, how do we do the reflation trade? This would be decided very soon, as markets react. For one
month, the Vanguard Total Stock Index Fund (VTI) lost 2.5%, the Dow lost 3%, and the Nasdaq lost
5%. So far, we think we would more likely be in value instead of growth, either in US or global.

Meanwhile, we have been increasing our weightage in the older Energy stocks in certain portfolios,
as the world tackles energy supply disruptions. Other portfolios probably will also participate,
valuations permitting.

China

We have also been reducing our exposure to China, as its economy continues to slow, preferring
the high dividend ones, which yield as high as 9%.

China Evergrande missed its USD interest payment, but paid its RMB interest payment. So, it
appears that there is enough RMB but not enough USD in China. There have been decreases in
China’s and Belgium’s (an agent?) holdings of US Treasuries in July. There have been sales of
China’s strategic reserves of aluminum, zinc and copper for 3 months. Are these to curb inflation or
to secure USD?

The RMB exchange rate is holding up well, and so is our holding of the Fullerton RMB bond fund.

Forex

USD strengthens a bit.
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Gold
As bond yields are rising, we reduce gold holdings.
As long as the current repo-financing (collaterals vs unsecured) system remains, we need Gold as

a deflation hedge (little opportunity cost). This remains in the core part of SMART and Global Funds
portfolios, and some customized portfolios, but at a weightage that is lower than before.

us

CFENAI for August is +0.29. So, it is positive, as far as US national economic activity is concerned.

Thank you

We are grateful for your continuing support.

3|Page



P Phillip Managed Account

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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