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Executive Summary

The first quarter of the year was a picture of two halves. January's risk aversion quickly
turned into gains starting in February, cheered on by a resilient economy and supportive
corporate earnings. It was a conducive environment for risk assets like Emerging Market high-
yield (EM HY) bonds, EM equities, and US small-cap equities which extended their gains. Asian
high yield, in particular, reminded us once again that yesterday’s underdogs are often today's
champions.

Is the shift from ‘bust to boom’ sustainable? Indeed, the gains were supported by data. For
now, it looks like economic expansion is back on the table, signaled by manufacturing PMI
activity crossing into optimistic territory. As the broader economy gains strength, investors
are venturing beyond the familiar mega-caps, seeking growthin new segments of the market.

Indeed, popular markets like US equities shouldn't overshadow the burgeoning potential
elsewhere. As we face crossroads in economies and markets, now is the opportune moment
to embrace diversification. We are finding a few select Emerging Opportunities, with their
attractive valuations, fundamental resilience, and reasonable expectations ripe for positive
surprises.

For fixed income investors: cash returns may be higher than prior years, but they will still lose
out to inflation over time. With interest rates peaking and poised to come down eventually,
cash's allure will also eventually fade. Those that have turned to credit markets for their
higher return potential have already enjoyed a much stronger performance in recent times.

The stage is set for more returns in 2024. Amid today’s uncertainties and signs of shifting
leadership, investors who are flexible enough to look beyond the obvious winners can
capitalize on the next phase of growth in the market.
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&J MARKET REVIEW

Q1 was a picture of two halves. The year
started with a volatile January. This risk
aversion did not last as markets rallied from
February as investors shook off their prior
concerns on the back of favourable corporate
earnings.

This meant a conducive environment for risk
assets, with markets that led in February e.g.
emerging market high-yield bonds (EM HY),
EM equities, and small-cap stocks extending
their lead.

The journey for EM HY was not as smooth but
overall, investors cannot complain. EM HY
markets held up during the volatility in
January, then gained about 5% in the next
two months. This is running above the yields
at the start of the year due to investors
getting more confident about EM, resulting in
capital gains for those already positioned.

Asian high yield stands out so far this year.
Not only did it hold up in January, it started
the year strong and the momentum built to
close the quarter up over 6%. Indeed there is
a sense that the laggards of yesterday have
become the leaders of today.

What caused this change in market
direction? Does this rally have legs? These
are important questions for any investor, and
perhaps more so for our investors.

The short answer is the recent gains are
more likely to persist, due to what we call
“rotation supported by data”.

Manufacturing PMI Activity
Expansion Zone

Markets tend to continue to rally aftergarossing above 50

There is a saying in markets that
“fundamentals tend to lag prices”. The rallies
starting in February have been followed with
data showing that after contracting since
2022, economies have started to expand. This
is indicated by the chart of manufacturing
PMI data shown below which crossed into
expansionary zone (more than 50) in March.

If fundamentals lag prices, then why bother
looking at fundamentals? One interesting
observation over time is that when PMI
crossed above 50, markets tended to
continue to rally. Recall that improving
fundamentals is one of the key drivers of
market returns. Hence the shift from
contracting to expanding economies is
providing support to the market rally.

More crucially, this shift paves the way for
a meaningful rotation. Investors were jittery
when economies were still contracting and
the effects of higher interest rates were
uncertain, leading them to crowd in a narrow
segment of mega-cap equities.

Improving economic data means other
segments are likely to benefit as less jittery
investors will start to look outside of the
mega-caps for opportunities and broader
economic growth will flow through to other
segments of the markets in the form of better
earnings.

*Source: Bloomberg. EM HY: Bloomberg Emerging Markets High
Yield, Asian high yield: Bloomberg Asia USD High Yield Bond
Index
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Source: Bloomberg. ISM Manufacturing PMI.

The information contained herein: (1) is proprietary to Finexis Asset Management and/or its contentproviders; (2) may not
be copied or reproduced; and (3) is not warranted to be accurate, complete or timely. Neither Finexis Asset Management
nor its content providers are responsible for any damages or losses arising from any use of this information. Past

performance is no guarantee of future results.
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i&J CASH IS NOT TRASH, BUT...

..CASH IS NOT KING EITHER.
There are a number of headwinds facing
those still sitting on cash.

Despite cash returns being the highest in
years, many are finding that cash returns are
not covering basic price increases, much less

modern needs such as education and
healthcare costs. This may worsen as
interest rates have peaked, and are

expected to decline, meaning even lower
cash returns going forward.

Cash has fewer defensive properties than
bonds. Some investors may question this
statement as they may recall that cash did
well in 2022 when bonds did not offer much
defence. The key difference in 2022 is the
macro backdrop. Back then, central banks
held rates low and bonds did not have
defensive properties. Today, we have higher
rates and central banks that are pondering
rate cuts down the road. Which means that
investors in bonds are paid coupons, plus the
potential for capital appreciation when rates
drop. Hence, the environment is more
conducive for bonds as a defensive allocation
compared to cash.

Cash is crowded. The chart below shows
how investors have ploughed into money
market funds in recent years, literally forming
a mountain of cash. This is justifiable as
interest rates were rising. But as interest
rates peak and cash returns start to lag, one
by one, those in that mountain of cash will
start moving elsewhere.

6.5  ICI money market fund assets (US$ trillions)
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Where will they go?

Some flexible investors may make the move
to equity to benefit from an equity rotation.
But for many cash investors, the most natural
path is into credit markets which are money
market funds’ “nextdoor neighbour”.

In the review section, we discussed how
credit markets have provided meaningful
return this year from coupon and capital
appreciation. The table below shows the
performance of  various  fixed-income
segmentsin just underthe pastsix months.

2.41% 9.14% 12.08% 11.70% 16.71%

At some point, cash investors will start to
notice the performance and wealth gap, and
contemplate shifting. The good thing is
current macro conditions are supportive of
credit markets to provide stable yields going
forward. We must remind investors that
credit markets are not without risk. But for
those still with ample cash on hand, perhaps
they are taking a different kind of risk that
will be more onerous down the line.

Source: Bloomberg. MMF: Vanguard Federal Money Market
Fund, DM IG: Bloomberg Global Aggregate Corporate Index, DM
HY: Bloomberg Global High Yield Index, EM IG: Bloomberg
Emerging Markets Hard Currency Aggregate Index, EM HY:
Bloomberg Emerging Markets High Yield Total Return Index
Value from 18/10/23 to 31/3/24.
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Source: Bloomberg, Capital Group, Investment Company Institute

The information contained herein: (1) is proprietary to Finexis Asset Management and/or its contentproviders; (2) may not
be copied or reproduced; and (3) is not warranted to be accurate, complete or timely. Neither Finexis Asset Management
nor its content providers are responsible for any damages or losses arising from any use of this information. Past

performance is no guarantee of future results.
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.J ROTATION TO FUNDAMENTALS

For most of 2023, investors were jittery
about markets as they were digesting the
impact of high rates and slowing economies.
But they were not jittery enough to get out
of equities. Hence, what they did was to
crowd into a narrow segment of mega-cap
stocks.

This led to strong returns in mega-caps,
primarily from valuation rerating, meaning
investors were willing to ‘pay more’ to own
the same names. Research from JP Morgan
shows more than 2/3 of the 2023 return for
the S&P 500 was driven by the market
becoming more expensive.*

We've always said that market returns are
driven by two key ingredients: valuation and
fundamentals. So one might ask “What's
wrong with valuation re-rating giving me
most of the returns?” The key is valuation re-
rating returns need to be backed by
fundamentals.

The chart below shows that over the long-
term valuation has contributed to half of
equity returns. That means at some point
fundamentals have to ‘catch up' to
valuations, or returns from valuation re-
rating need to come back down.

*Source:JP Morgan, Guide to the Markets 2Q
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Increasingly, there are doubts that the mega-
caps can deliver on the earnings. Morgan
Stanley’'s CIO recently said that “it's hard to
justify the higher index level valuations based
on fundamentals alone, given that 2024 and
2025 earnings forecasts have barely budged
over this time period."»

Just look at Tesla. No one’s really talking
about it in the same breath as the Mag7. The
stock is down 30% in Q1 as sales
disappointed expectations. As such, 2024 will
be a show me the numbers market where
companies that deliver better-than-expected
revenue or earnings will be rewarded, while
those that disappoint will be punished.

So where are the sources of better-than-
expected revenue or earnings?

The latest economic indicators and the
broadening market performance are showing
improving risk appetite and growth
expectations. Under such conditions, pro-
cyclical segments that are highly responsive
to growth shifts and have significant
operational leverage like smaller caps tend to
benefit. With expectations so low now, it
would not take much of a revenue or
earnings rebound to result in further gains in
these segments.

Ah J/Www in im m.sg/companies-
markets/wall-street-bears-say-stock-rally-will-end-if-

omponents of Return
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Source: Bloomberg. Measured from 10/3 of each year.

The information contained herein: (1) is proprietary to Fin
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&J EMERGING OPPORTUNITIES

The S&P 500 is undisputedly the most
popular market and investment in recent
years. It also has the honor of the largest ETF
in the world: 'SPY" ETF, with assets of close to
$500 billion.

It is perhaps no surprise then that the
trajectory of the US economy is front and
center of many investors radar. This is for
good reason as many investment portfolios
will be affected. But whether or not they get
a soft or hard landing, or if the Fed cut
interest rates in June, July, or the end of the
year; today is the right time to consider
diversification. Historic high valuations of
the US relative to the rest of the world
supports this view:

International: Price-to-earnings discount vs. U.S.
MSCI All Country World ex-U.S. vs. S&P 500, next 12 months
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Source: FactSet, MSCI, Standard & Poor's, J.P. Morgan Asset Management.
Guidetothe Markets - US, Data are as of March 31, 2024,

This does not necessarily mean the US is a
bad investment today - it remains an
important part of our portfolio. But it
means that investors should at the very
least start to diversify into Emerging
Opportunities with the potential to be
tomorrow’s winners. Think of it as a hedge
to secure your returns in the years ahead.

The Emerging Opportunities theme is likely
one of the most important themes for
investors going forward. Vanguard, which
manages hundreds of billions of dollars of
funds tracking the US markets, has also urged
investors to consider diversifying outside of
the US'. Vanguard's research also indicates
that international stocks will outperform the
US in most of their outcome simulations in the
next decade!

'Vanguard: Making the case forinternational equityallocations.

Today, we are finding good Emerging
Opportunities across Asia and Emerging
Market equities. They stand out as a good
diversification opportunity, given its (1)
attractive valuation, on both relative and
absolute basis (2) promising long-term
growth, which is fundamentally less
correlated with the economic development
and policies in the developed world, and (3)
being a fertile ground for companies that have
time-proven resilience against macro
adversities (i.e. runaway inflation, high
interest rate) as demonstrated over the past
cycles.

Of course, Emerging Opportunities may be
perceived as facing more uncertainties. Take
China, which is currently at crossroads: have
they finally turned the corner or is there more
downward pressure ahead? As a
result, investors are staying on the sidelines
to see how these economic puzzles develop,
by large preparing for the worst. What
a contrast to the investors' attitude towards
US markets, anticipating the best!

When it comes to ‘show me the numbers'...

Seasoned investors like to say: There are
no good or bad numbers, only the numbers
above or below expectations". Considering
the very realistic expectations for Emerging
Opportunities like China and Vietnam today,
investors will likely be rewarded as their
economic indicators continue to improve.

The information contained herein: (1) is proprietary to Finexis Asset Management and/or its contentproviders; (2) may not
be copied or reproduced; and (3) is not warranted to be accurate, complete or timely. Neither Finexis Asset Management
nor its content providers are responsible for any damages or losses arising from any use of this information. Past

performance is no guarantee of future results.
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rf; HOW ARE WE POSITIONED?

Equity (Green)

Key Themes

Positioning for Recovery

With the end of the rate tightening cycle and soft-landing as the current US small-cap equities
base case; there is a good window of opportunity for undervalued

markets to lead the recovery. Maintain a preference for higher quality Europe equities
segments that still offers strong recovery potential.

Emerging Opportunities

Financial markets operate in cycles. The end of the easy money era
means looking beyond popular markets that did well during the
previous broad-based growth to find tomorrow's winners. Focus on
high-growth markets driven by their own distinctive economic
trajectories and coupled with attractive valuations.

China‘A’ equities

Emerging Market, and
Vietnam equities

Late Cycle Stability

With interestrates remaining at higher levels compared to the past Healthcare equities

decade, there continue to be signs that economies and businesses are
adjusting to the new regime. e.g. tight labour markets and slower
growth.

Capturing High Yields

The combination of high interestrates with the end of the Fed interest
rate tightening cycle means that bonds should place prominently on
investors radars. Position in higher yielding markets that can provide a
good buffer to their higher volatility profile.

The information contained herein: (1) is proprietary to Finexis Asset Management and/or its contentproviders; (2) may not
be copied or reproduced; and (3) is not warranted to be accurate, complete or timely. Neither Finexis Asset Management
nor its content providers are responsible for any damages or losses arising from any use of this information. Past
performance is no guarantee of future results.
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f) ASSET ALLOCATION STRATEGY

-- Underweight - Slight Underweight = Neutral + Slight Overweight ++ Overweight

United States US Small-caps as relative valuations are attractive and expected to benefit as
‘ economies recover. Healthcare as earnings are more stable and less dependent on
broader economic cycle.

Europe
‘ Europe’s pro-cyclical industrial base to benefit from economic recovery as it
becomes clearer a severe recessionis not on the cards.
Japan
‘ Maintaining no exposure as they are less attractive compared to other
opportunities. Valuations have also become less attractive, with the prospect of a

stronger JPY posing arisk to Japanese equities.
Asia Pacificex Japan

. Slight China ‘A’ overweight as the deleveraging cycle has taken its course. Tailwinds
steadily building up in the form of improving credit conditions and economic
activity.
Emerging Markets
. Preference for high-growth markets at attractive valuations i.e. Vietnam
Global
‘ Focus on currency-hedged government bonds to buffer portfolio volatility during
periods of stress.

Investment Grade Corporate

. Maintaining no exposure as we run a barbell strategy combining defensive
government bonds and high income credit.
US High Yield
‘ Maintaining no exposure due to relative poorer valuations and risk of defaults as
economies remain late-cycle.
Asia

‘ Attractive yield across major fixed income markets with room for capital
appreciation and better fundamentals.

Emerging Markets Debt

‘ Hard currency bias to focus on return from credit while limiting exposure to
emerging market currencies.

The information contained herein: (1) is proprietary to Finexis Asset Management and/or its contentproviders; (2) may not
be copied or reproduced; and (3) is not warranted to be accurate, complete or timely. Neither Finexis Asset Management
nor its content providers are responsible for any damages or losses arising from any use of this information. Past
performance is no guarantee of future results.
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lf; MARKET INDEX RETURNS

Global 3.19 832
United States 3.22 1055
Europe 4.14 523
Japan 344 9.86
Asia PacificexJapan 260 2.08
Emerging Markets 250 241

9.24  8.41
12.94 10.15
534 6.98
6.98  4.51
4.06 7.06
332 683

cwryncs Lo | o o |

Global Aggregate 0.55 -2.08 -0.07 219
Global Aggregate (H) 0.90 001 221 3.31
High Yield 120 1.27 397 6.40
Asia 0.81 0.28 3.08 3.01
Emerging Markets 172 153 290 5.65

Note: (H) Currency Hedged

Australia 3.88 0.86 595 9.43 SGD/USD -0.27 -215 -0.70  1.09

Brazil 142 2742 137 624 EUR/USD -0.14 -2.26 -2.41 -0.66

China“A” 014 137 583 745 JPY/USD -091 -681 -3.75 -1.85

China“H" 239 055 -1.89 427

HongKong 0.68 -272 049 483

India 1.01 193 1039 1169  Gold 9.08 809 567 862

Indonesia 010 -1.44 354 11.61 oil 6.27 16.08 -1.98 431

352 046 285 Goy o3 Mora0za Souce soambary otal retun i usD

Malaysia 107 434 -200 543

Russia 110 489 564 6.84

Singapore 263 -219 325 7.05

Taiwan 594 851 1220 9.99

Thailand 037 747 198 802 'In investing, what is
comfortable is rarely

Vietnam 1.97 1146 889 810 profitable.”

Gold 19.61 1.27 422 223

Energy 10.60 13.69 4.69 878

Technology 1.71 1235 19.80 12.98

Healthcare 247 7.66 9.73 9.65

Financials 477 1245 11.01  5.10

The information contained herein: (1) is proprietary to Finexis Asset Management and/or its contentproviders; (2) may not

be copied or reproduced; and (3) is not warranted to be accurate, complete or timely. Neither Finexis Asset Management
nor its content providers are responsible for any damages or losses arising from any use of this information. Past

performance is no guarantee of future results.
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DISCLAIMER

To the best of its knowledge and belief, Finexis Asset Management Pte. Ltd. (Finexis Asset
Management) considers the information contained in this material as accurate only as at the date
of publication. All information and opinions in this material are subject to change without notice.
No representation or warranty is given, whether express or implied, on the accuracy, adequacy or
completeness of information provided in the material or by third parties. The materials on this
material could include technical inaccuracies or typographical errors, and could become
inaccurate as a result of subsequent developments. Finexis Asset Management undertakes no
obligationto maintain updates of this material.

Neither Finexis Asset Management nor its affiliates and their respective shareholders, directors,
officers and employees assume any liabilities in respect of any errors or omissions in this
material, or any and all responsibility for any direct or consequential loss or damage of any kind
resulting directly or indirectly from the use of this material. Unless otherwise agreed with Finexis
Asset Management, any use, disclosure, reproduction, modification or distribution of the contents
of this material, or any part thereof, is strictly prohibited. Finexis Asset Management expressly
disclaims any liability, whether in contract, tort, strict liability or otherwise, for any direct, indirect,
incidental, consequential, punitive or special damages arising out of, or in any way connected
with, your access to or use of this material.

This material is not an advertisement and is not intended for public use or distribution. This
material has been prepared for the purpose of providing general information only without taking
account of any particular investor's objectives, financial situation or needs and does not amount
to aninvestment recommendation.

The information contained in this material does not constitute financial, investment, legal,
accounting, tax or other professional advice or a solicitation for investment in funds managed by
Finexis Asset Management, nor does it constitute an offer for sale of interests issued by funds
that are managed or advised by Finexis Asset Management. Any offer can only be made by the
relevant offering documents, together with the relevant subscription agreement, all of which must
be read and understood in their entirety, and only in jurisdictions where such an offer is in
compliance with relevantlaws and regulatory requirements.

Simulations, past and projected performance may not necessarily be indicative of future results.
While there is an opportunity for gain, any investor is at risk of loss of 100% of its investment
when investing in funds managed or advised by Finexis Asset Management.

The information on this material is not intended for persons located or resident in jurisdictions
where the distribution of such information is restricted or unauthorized. No action has been taken
to authorize, register or qualify any of the Finexis Asset Management funds or otherwise permit a
public offering of any Finexis Asset Management fund in any jurisdiction, or to permit the
distribution of information in relation to any of the Finexis Asset Management fund in any
jurisdiction.

The information contained herein: (1) is proprietary to Finexis Asset Management and/or its contentproviders; (2) may not
be copied or reproduced; and (3) is not warranted to be accurate, complete or timely. Neither Finexis Asset Management
nor its content providers are responsible for any damages or losses arising from any use of this information. Past
performance is no guarantee of future results.



	Commentary
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10


