Post-Budget, What’s Next?




Disclaimer

While all reasonable care has taken in preparing this document, no
responsibility or liability is accepted for errors or fact or for any
opinion expressed herein. Opinions, projections and estimates are
subjected to change without notice. This document is for information
purposes only. It does not constitute any offer, recommendation or
solicitation to any person to enter into any transaction or adopt any
hedging, trading or investment strategy, nor does it constitute any
prediction of likely future movements in rates or prices or any
representation that any such future movements will not exceed
those shown in any illustration. The contents of this document are
not made with regard to the specific investment objectives, financial
situation or the particular needs of any particular person. Any
investments discussed may not be suitable for all investors. Past
performance is not necessarily indicative of future performance; the
value, price or income from investments may fall as well as rise.
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Still Way to Go
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In a Snapshot
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Where the Money Comes from
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Federal Government Revenue

RM million Ch(f,'/;’)ge S:T,Z;e
2017 20181 20192 2017 2018t 20192 2017 20181 20192
Tax revenue 177,658 174,700 176,152 4.9 -1.7 0.8 80.6 73.9 67.3
Direct tax 116,024 133,474 135,068 5.9 15.0 1.2 52.6 56.4 51.6
of which:
CITA 64,465 70,536 70,187 1.3 9.4 -0.5 29.2 29.8 26.8
Individuals 28,945 34,800 34,954 5.0 20.2 0.4 13.1 14.7 13.4
PITA 11,761 16,845 18,084 39.6 43.2 7.4 5.3 7.1 6.9
Indirect tax 61,634 41,226 41,084 3.2 -33.1 -0.3 28.0 17.5 15.7
of which:
GST 44,352 23,100 22,000 7.1 -47.9 -4.8 20.1 9.8 8.4
Excise duties 10,112 10,691 11,380 -13.6 5.7 6.4 4.6 4.5 4.4
Import duty 2,784 2,800 2,940 -4.2 0.6 5.0 1.3 1.2 1.1
Export duty 1,355 1,600 1,604 38.3 18.1 0.2 0.6 0.7 0.6
Non-tax revenue 42,748 61,760 85,662 -0.8 44.5 38.7 19.4 26.1 32.7
of which:
Licences and permits 12,777 14,681 15,567 3.8 14.9 6.0 5.8 6.2 5.9
Investment income 21,638 36,937 59,523 1.0 70.7 61.2 9.8 15.6 22.7
Total revenue 220,406 236,460 261,814 3.8 7.3 10.7 100.0 100.0 100.0
Share of GDP (%) 16.3 16.5 17.1
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Federal Government Revenue

RM million Ch(f,'/:)ge S:},Z;e
2018 20191 20202 2018 2019" 20202 2018 2019 20202
Tax revenue 176.152 174,061 180,010 189,951 -2.0 3.4 5.5 74.7 68.4 77.7
Direct tax ’ 5 130,035 135,639 142,676 12.1 4.3 5.2 55.8 51.5 58.4
of which:
CITA 66,474 70,760 75,510 3.1 6.4 6.7 28.5 26.9 30.9
Individual 32,605 35,224 37,363 12.6 8.0 6.1 14.0 13.4 15.3
PITA 20,082 17,883 17,452 70.7 -10.9 -2.4 8.6 6.8 7.1
Indirect tax 44,026 44,371 47,275 -28.6 0.8 6.5 18.9 16.9 19.3
of which:
GST/SST 22,000 25,680 26,800 28,300 -42.0 4.4 5.6 11.0 10.2 11.6
Excise duties 10,779 10,485 11,000 6.6 -2.7 4.9 4.6 4.0 4.5
Import duty 2,897 2,670 2,800 4.1 -7.8 4.9 1.2 1.0 1.1
Export duty 1,725 1,280 1,300 27.3 -25.8 1.6 0.7 0.5 0.5
Non-tax revenue 58,821 83,290 54,579 37.6 41.6 -34.5 25.3 31.6 22.3
of which:
Licences and permits 14,027 15,204 15177 9.8 8.4 -0.2 6.0 5.8 6.2
Investment income 31,889 59,600 28,580 47.4 86.6 -52.0 13.7 22.6 11.7
Total revenue 232,882 263,300 244,530 5.7 13.1 -7.1 100.0 100.0 100.0
Share of GDP (%) 16.1 17.4 15.2
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Sustainable?

2019 - 2021
RM billion Share of GDP

(%)

Revenue
Non-petroleum
Petroleum-related
Operating expenditure
Current balance
Gross development expenditure
Less: Loan recovery
Net development expenditure
Overall balance
Underlying assumptions:
Real GDP growth (%)
Nominal GDP growth (%)
Crude oil price (USD per barrel)

Oil production (barrels per day)

767.9
584.0
183.9
754.9
13.0
164.7
1.9
162.8
-149.8

45-55
6.8-8.2

60 - 70
600,000

15.7
12.0
3.7
15.5
0.2
3.4
0.1
3.3
-3.1

PhillipCapital

Your Partner In Finance



GDP Growth

DOMESTIC PRODUCTION
Gross Domestic Product (constant 2015 prices)
Agriculture
Mining and quarrying
Manufacturing
Construction

Services

Import duties

RM
million

1,361,533
99,470
103,135
304,847
66,218

771,861
16,002

change RM change

(%) million (%)
4.7 1,424,879 4.7

0.1 103,786 4.3
-2.6 103,800 0.6
5.0 317,027 4.0
4.2 67,351 1.7
6.8 819,326 6.1
-11.5 13,590 -15.1

RM
million

change
(%)

1,493,814 4.8

Your

107,313 3.4
104,062 0.3
329,995 4.1
69,862 3.7
869,984 6.2
12,598 -7.3

Partner
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Deficit Manageable

FEDERAL GOVERNMENT FINANCE
Revenue
Operating expenditure
Current balance
Development expenditure (net)

Overall balance

% of GDP

2018

201912

202013

232,882 5.7

230,960 6.1
1,922

55,307 28.5
-53,385
-3.7

263,300 13.1
262,260 13.6
1,040
52,800 -4.5
-51,760

-3.4

244,530 -7.1

241,020 -8.1
3,510

55,234 4.6
-51,724
-3.2
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Operating Expenditure

—
RM million Change/ Adjusted: Share
(%) 47% (%)

2018  2019'  2020° 2018 2019 0° 18 2019'  2020°
Emoluments 70,089 82,045 82,611 3.8 26 0.7 34.6°~\\31.3 343
Retirement charges 05177 26,557 27,065  10.4 5.5 1.9 109 101 11.2
Debt service charges 30,5647 33,000 34,945 9.6 8.0 5.9 13.2 12.6 14.5
Grggﬁ;?;ﬁ;;{g”ﬁem to state 7605 7,571 7,749 70  -04 2.4 3.3 2.9 3.2
Supplies and services 35,283 30,178 38,546 1.6 -14.5 27.7 16.3 11.5 16.0
Subsidies and social 27516 23569 24,186  23.1  -14.3 26  11.9 9.0 100

assistance

Asset acquisition 447 673 650 -13.4  50.6  -3.4 0.2 0.3 0.3
Refunds and write-offs 883 921 987 9.2 4.3 7.2 0.4 0.4 0.4
Grants to statutory bodies 13,763 13,218 15,272 -2.0 -4.0 15.5 6.0 5.0 6.3
Others 9,750 44,5282 9,019  -50 356.7  -79.7 42 169 3.8
Total 230,960 262,260 241,020 6.1 136 -84 100.0 100.0  100.0
Share of GDP (%) 16.0 17.3 14.9
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Development Expenditure

RM million cqu)ge S:}Z;e
2018 2019 20202 2018 2019' 20202 2018 2019' 20202
Economic 36,103 28,820 31,019 49.3 -20.2 7.6 64.4 53.7 55.4
of which:
Transport 17,004 11,209 12,195 63.0 -34.1 8.8 30.3 20.9 21.8
Trade and industry 2,512 3,022 2,446 -33.9 20.3 -19.1 4.5 5.6 4.4
Energy and public utilities 2,254 2,584 4,338 -8.9 14.6 67.9 4.0 4.8 ’.7
Agriculture and rural development 2,133 2,310 2,973 -3.9 8.3 28.7 3.8 4.3 5.3
Environment 1,665 1,945 1,734 -19.2 16.8 -10.8 3.0 3.6 3.1
Social 12,873 15,010 15,068 3.6 16.6 0.4 22.9 28.0 26.9
of which:
Education and training 6,505 8,020 7,864 3.2 23.3 -1.9 11.6 14.9 14.0
Health 1,773 2,258 2,898 20.6 27.4 28.3 3.2 4.2 5.2
Housing 1,285 1,830 1,491 63.7 42.4 -18.5 2.3 3.4 2.7
Security 4,929 6,689 6,557 -7.6 35.7 -2.0 8.8 12.5 11.7
General administration 2,190 3,181 3,356 -25.5 45.3 5.5 3.9 5.8 6.0
Total 56,095 53,700 56,000 25.0 -4.3 4.3 100.0 100.0 100.0
Share of GDP (%) 3.9 3.5 3.5
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Financing

Federal Government Financing

2018 - 2019

RM million S;’Oz;e
2018 20192 2018 20192
Gross borrowings 131,600 135,164 100.0 100.0
Domestic 131,564 127,700 99.9 94.5
MGS 51,030 57,200 38.8 42.3
MGlI 64,305 58,500 48.9 433
Treasury bills 16,229 12,000 712.3 8.9
Offshore 36 7,464 0.1 5.5
Market loans - 7,434 - 5.5
Project loans 36 30 0.1 0.0
Repayments 77,493 83,279 100.0 100.0
Domestic 77,137 83,012 99.5 99.7
Offshore 356 267 0.5 0.3
Net borrowings 54,107 51,885 - -
Domestic 54,427 44,688 - -
Offshore -320 7,197 - -
Change in assets! -722 -125 - -

Total deficit financing 53,385 51,760 - -
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Government Debts

Public Sector Debt

2018 - 2019
RM million S:],Z;e Shar‘*(oZ; GDP
2018 20191 2018 2019! 2018 2019
Federal Government 741,049 799,108 67.9 69.1 51.2 52.7
Domestic 719,545 769,867 65.9 66.6 49.7 50.7
Offshore 21,504 29,241 2.0 2.5 1.5 2.0
Statutory bodies 64,570 70,120 5.9 6.1 4.5 4.6
Domestic 64,570 70,120 5.9 6.1 4.5 4.6
of which: Guaranteed 64,570 70,120 5.9 6.1 4.5 4.6
Offshore - - - - - -
Non-financial public corporations 285,368 286,599 26.2 24.8 19.7 18.9
Domestic 167,775 169,762 16.4 14.7 11.6 11.2
of which: Guaranteed 167,775 169,762 156.4 14.7 11.6 11.2
Offshore 117,593 116,837 10.8 10.1 8.1 7.7
of which: Guaranteed 24,244 24,065 2.2 2.1 1.7 1.5
Total 1,090,987 1,155,827 100.0 100.0 75.4 76.2
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Government Debts by Instruments

Federal Government Debt by Instrument

2018 - 2019
. Share Share of GDP
RM million (%) (%)
2018 20191 2018 20191 2018 20191
Domestic debt 719,545 769,867 97.1 96.3 49.7 50.7
MGS 380,345 404,167 51.3 50.6 26.3 26.6
MGilI 304,300 330,300 41.1 41.3 21.0 21.8
SPK 28,400 27,900 3.8 3.5 2.0 1.8
Treasury bills 6,500 7,500 0.9 0.9 0.4 0.5
Offshore borrowings 21,504 29,241 2.9 3.7 1.5 2.0
Market loans 15,907 23,664 2.1 3.0 1.1 1.6
Project loans 5,697 5,677 0.8 0.7 0.4 0.4
Total 741,049 799,108 100.0 100.0 51.2 52.7
Memorandum item:
Non-resident holdings of ringgit- 165,777 165,599 23.0 21.5 11.5 10.9
denominated debt securities
"End-June 2019.
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Your Partner

In Finance



More than 75% are Local

Federal Government Debt by Holder

2018 - 2019
RM million s(r;z;e Share(oz; GDP

2018 20193 2018 20193 2018 20193
Residents 558,563 609,061 75.4 76.2 38.6 40.2
Employees Provident Fund 218,755 233,987 29.5 29.3 15.1 15.4
Retirement Fund (Incorporated) 24,414 26,693 3.3 3.3 1.7 1.8
Insurance companies 35,890 34,401 4.8 4.3 2.5 2.3
Banking institutions 228,732 258,233 30.9 32.3 15.8 17.0
Development financial institutions 20,288 18,354 2.7 2.3 1.4 1.2
Others’ 30,484 37,393 4.2 4.7 2.1 2.5
Non-residents 182,486 190,047 24.6 23.8 12.6 12.5
Fund manager 67,034 72,985 9.1 9.1 4.6 4.8
Central bank, supranational and 55,910 51,850 7.5 6.5 3.9 3.4

sovereigns
Banking institutions 18,365 20,727 2.5 2.6 1.3 1.4
Pension funds 29,065 31,648 3.9 4.0 2.0 2.1
Insurance companies 3,732 5,106 0.5 0.6 0.2 0.3
Others? 8,380 7,731 1.1 1.0 0.6 0.5
Total 741,049 799,108 100.0 100.0 51.2 52.7
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External Debt

External Debt

2018 - 2019

RM million ng;e Share(,,/‘:‘; GDP
2018 2019° 2018 2019° 2018 20193
Offshore borrowing 566,943 580,472 61.3 62.4 39.1 38.2
Medium- and long-term debt 333,504 350,709 36.1 37.7 23.0 23.1
Public sector 143,325 147,861 15.5 15.9 9.9 9.7
Federal Government 16,708 24,448 1.8 2.6 1.2 1.6
Public corporations 126,617 123,413 13.7 13.3 8.7 8.1
Private sector 190,179 202,848 20.6 21.8 13.1 13.4
Short-term debt 233,439 229,764 25.2 24.7 16.1 15.1
Non-resident holdings of ringgit- 180,228 181,938 19.5 19.5 12.5 12.0

denominated debt securities
Medium- and long-term debt 169,162 174,199 18.3 18.7 11.7 11.5
Federal Government 158,406 163,756 17.1 17.6 11.0 10.8
Others' 10,755 10,443 1.2 1.1 0.7 0.7
Short-term debt 11,066 7,738 1.2 0.8 0.8 0.5
Non-resident deposits 98,238 91,301 10.6 9.8 6.8 6.0
Others? 79,478 77,372 8.6 8.3 5.5 5.1
Total 924,887 931,083 100.0 100.0 63.9 61.3
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Can’t Live a Day without Government

Major Recipients of Loan Guarantees
as at end-June 2019

Entity RM million Sp,z;e Share(og‘; GDP

Total loan guarantees 258,392 273,847 100.0 18.0

of which:
Danalnfra Nasional Berhad 48,380 57,820 21.1 3.8
National Higher Education Fund Corporation 38,450 40,300 14.7 2.7
Prasarana Malaysia Berhad 28,414 31,414 11.5 2.1
Public Sector Home Financing Board 13,750 20,750 7.6 1.4
Malaysia Rail Link Sdn. Bhd. 18,715 6.8 1.2
Khazanah Nasional Berhad 14,000 5.1 0.9
Pengurusan Air SPV Berhad 12,410 4.5 0.8
Projek Lebuhraya Usahasama Berhad 11,000 4.0 0.7
Suria Strategic Energy Resources Sdn. Bhd. 8,049 2.9 0.5
GovCo Holdings Berhad 7,300 2.7 0.5
Total of major recipients 221,758 81.0 14.6
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Can It be Reduced?

Outstanding Loan Guarantees Loan Guarantees by Sector
(End-dune 2019)
RM billion %
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Stress, Not an Issue!

Gross Financing Needs (% GDP)

Gross Nominal Debt (% GDP)

Gross Nominal Debt (% Revenue)
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Assumptions:

1) Deterioration of
primary balance of
1.2% of GDP

2) GDP drops by
1.7% and 2.1% in
2020and 2021

3) Interest rate rises
by 200bps from
2020 onwards
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SME Preferential Tax
Rate
Chargeable income limit
which is subject to 17% tax
rate be increased to
RM600,000. New
condition — annual sales
cannot exceed RM50
million.

- From YA 2020

Expenses — Cost of Listing in
Bursa Malaysia

Cost of listing in ACE Market or
LEAP Market allowed for tax

deduction up to RM1.5 million on
fees to authorities, professional

fees and underwriting, placement

and brokerage fees
- From YA 2020 until YA 2022.

Expenses — Secretarial
Fee and Tax Filing Fee
Secretarial fee and tax
filing fee be combined and
allowed up to RM15,000
each year of assessment
- From YA 2020
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Chargeable Income

New Tax Rate

(RM) (%)
0 - 5,000 0
5,001 - 20,000 1
20,001 - 35,000 3
35,001 - 50,000 8
50,001 - 70,000 14
70,001 - 100,000 21
100,001 - 250,000 24

250,001 - 400,000 24.5
400,001 - 600,000 25
600,001 - 1,000,000 26
1,000,001 - 2,000,000 28
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Real Property Gain Tax
Acquisition price for the
disposal of real properties
by Malaysian citizens and
permanent residents after
5 years from the date of
acquisition be taken to be
market value as at 1
January 2013.
- Disposal of real
properties made from 12
October 2019.
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Known Unknown, Unknown
Known?

 Trump’s Impeachment
« Unlawful Prorogation

---------------- PhillipCapital
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Clinton’s Approval Ratings

First press reports of a

relationship between Lewinsky Release of grand House approves two articles of

jury documents impeachment

and Clinton \
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Trump’s Approval Ratings
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Who Cares? Trump Cares!

Trump's Approval Rating vs Trump's Approval Rating
Dow Jones vs S&P 500
46 27000 46 3000
44 44
25000 2800
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21000 2400
36 36
34 19000 34 2200
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i % REUTERS

FALL ARMYWORM PEST T0 INFEST MORE
CORN LAND IN CHINA IN H2 2019

7/26/2019

BEIJING, July 26 (Reuters) -
#* A destructive pest will infest another 1.33 million hectares (3.29 million acres) of

""" * REUTERS Business Markets World  Politics TV  More

I 55 NEWS JUME 30, 2019 / 11:43 AM f 2 MONTHS AGO

Swine fever toll in China may be twice as
high as reported, industry insiders say
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On the Eve of New China
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Trump Cycle

US ramps up
hawkish
trade actions

Equity
markets sell-

Equity
markets rally

off
L US hints at g

resolution
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Timetable

®13-14 November: APEC Summit

<18 November: Huawei Temporary General
License

li PhillipCapital
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As Expected

Information received since the Federal Open Market Committee met in Julydure indicates
that the labor market remains strong and that economic activity has been rising at a
moderate rate. Job gains have been solid, on average, in recent months, and the
unemployment rate has remained low. Although grewth-ef-household spending has been

rising at a strong pace.picked-up-from-earierin-the-year—growth-of business fixed
investment and exports have weakenedhas-been-seft. On a 12-month basis, overall
inflation and inflation for items other than food and energy are running below 2 percent.
Market-based measures of inflation compensation remain low; survey-based measures of
longer-term inflation expectations are little changed.
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Rising Trend?
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Noises?
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In Finance
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Do You Care?
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Maybe Yes

Unofficial Israeli election results

® Blue and White (32) ® Likud (32), Yamina (7)
® Joint List (12) @® Ultra-Orthodox (17)
® Labour-Gesher (6), Democratic Camp (5) @ Yisrael Beitenu (9)

After 96.9% of votes counted, 09:00 BST, 18 Sept

Source: Times of Israel, Kan B|B|C]
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Sorry, | was wrong

(USD/CNY, inverted)
6.0 603 610

6.2 6.24

6.36 e USD431bn ygp
6.4 USD97bn 1180
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The Impossible Trilemma

Free Capital Flows

The Impossible

Trilemma
At any given time,
a country can have
a combination of
only two of these
three conditions

Fixed Independent
Exchange rate Monetary Policy
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The New Long March GHT{<AiE)
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B South ChinaMorning Post

REUTERS Business Markets World Politics TV More

ASIA JULY 1, 2019 / 2:25 PM / 20 DAYS AGO

UPDATE 1-China finds armyworm in major
corn-growing province -Beijing News

2 MIN READ v f

* Shandong is China’s third-largest corn producing province
* No crops damaged there so far -Beijing News

* Pest expected to spread further (Adds farmer comment, background)

SIGN IN/UP

China Economy

Armyworm to bite China’s under pressure food supply within
two months as trade war tariffs limit US crop imports

+ The pest has already attacked crops in 13 provinces and regions in southern China and is expected to
move north as temperatures rise

+ China has already been forced to slaughter millions of pigs with African swine fever affecting all 31
autonomous regions and provinces within just nine months

PhillipCapital
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No Time for Trade War

Confirmed Detections of Armyworm in South China

B South ChinaMorning Post

China Economy @ anan

Source: U.S. Dej f Agriculture Foreign Agricultural Service

Armyworm to bite China’s under pressure food supply within
two months as trade war tariffs limit US crop imports

+ The pest has already attacked crops in 13 provinces and regions in southern China and is expected to
move north as temperatures rise

+ China has already been forced to slaughter millions of pigs with African swine fever affecting all 31
autonomous regions and provinces within just nine months

PhillipCapital

Your Partner In Finance




Worth Fighting?

China imports from the US and rest of world US imports from China and rest of world

Rest of World % y-0-y
30 -

China = ReSt Of World

% y-0-y US

20 1

-10 4

-20 4

-50 - -30 -
Apr-11 Apr-13 Apr-15 Apr-17 Apr-19 Mar-11 Mar-13 Mar-15 Mar-17 Mar-19
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Taichi Resumes

s Trade surplus with the US (rhs)

USD bn

- China's exports to the US
China's imports from the US

NG Hhﬂ

\HIm il

36

- -18

- -36
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Donald J. Trump & a4
@realDonaldTrump

The reason for the China pullback & attempted
renegotiation of the Trade Deal is the sincere HOPE that
they will be able to “negotiate” with Joe Biden or one of
the very weak Democrats, and thereby continue to ripoff
the United States (($500 Billion a year)) for years to
come....

8:48 PM - May 8, 2019 - Twitter for iPhone

16.5K Retweets 62.2K Likes

Q n Q w
e Donald J. Trump & @realDonaldTrump - 7h v

Replying to @realDonaldTrump
....Guess what, that's not going to happen! China has just informed us that
they (Vice-Premier) are now coming to the U.S. to make a deal. We'll see,

but | am very happy with over $100 Billion a year in Tariffs filling U.S.
coffers...great for U.S., not good for China!

QO 8K T 14.7K Q 60K Ty
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The Truth is Out There

» China sees 150-page agreement drafted in
April as “unequal” due to US demands on
changes in Chinese law, including IP.

* China deleted roughly 45 pages of 150 pages
that dealt with changes in Chinese law.

* China has from day one insisted that those
changes be in the form of ministerial
ordinances while US insisted on revisions of
law.
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1st Round (6/7/18)

25% tariff on soy,
automobile etc.

(534 b)

China Expors to US
(5115 b)

US Exports to China
(539 b)

1st Round (6/7/18)

25% tariff on
indusctrial machinery etc.

(534 b)

Game Over?

2nd Round (23/8/18)

3rd Round (24/9/24)

25% tariff on recycle 5-10% tariff on timber, E;EE?EE%

paper etc. LNG etc. :J\ hike

(516 b) ($60 b) /
/

2nd Round (23/8/18)

25% tariff on
semiconductor etc.

(516 b)

Remaining $45 b,
what's next?

Remaining $325 b

4th Round

25% tariff
annoucend

(Smartphone, note PC, apparel etc.)

3rd Round (24/9/24)
10% tariff on food, f,ﬁ‘g{’;alsgﬁs’
consumer electronics, :> 0
etc. ($200 b) to 25%
PhillipCapital
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iIPhone Next?

USD34bn list

USD16bn list

USD200bn list

USD300bn list

m Computers and electronics

m Other manufacturing goods

m Chemical and basic materials
General machinery
Electrical machinery
Basic metals
Transport equipments

= Textiles

®mFood

mWood

m Agriculture

300 USDbn
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When Will | See You Again?
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45%

40%

35%

30%

25%

20%

15%

10%

| Shall Return

Malaysia: Foreign equity ownership
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Thailand e N\alaysia
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Market is always Right

Percent - 1Y R instantaneous forward rate
8.0 Fed funds target rate 8.0
7.5 7.5
7.0 7.0
6.5 6.5
6.0 6.0
5.5 5.5
5.0 5.0
4.5 4.5
4.0 . . ' . 4.0

1995 1996 1997 1998 1999 2000

Percent

3.5

3.0

2.5

2.0

1.5

1.0

0.5

0.0

2014

- 1Y R instantaneous forward rate

Fed funds target rate (midpoint) 1 35

1 1 1 1 1 0_0
2015 2016 2017 2018 2019
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Manipulating?
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Further Upside!

[y
o

O kB N W B~ U O N 0w

Your Partner In Finance



What if Powell Changes His Mind?

12-month ahead recession probability (%)
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U 1 4
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US recession
e \Odel 1 (term spread)
Model 2 (risk-neutral term spread)
Model 3 (neutral rate deviation)
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It's Liquidity

(Aug. 2008 = 100, seasonally adjusted)
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Do We Miss Something?




Developed Market Equities

Bond

FX

Equity

us

Europe

Japan

| <«

1 <>

QOceania

4 4 <

Emerging Market Equities

China

Hong Kong

India

Indonesia

Malaysia

Philippines

Singapore

South Korea

Taiwan

Thailand

Vietnam

MENA

South America

4«1 11> 1T Tr ]

d4 44«14«44 ] T r«l

44> ] 44l > ] 4r 4«

<> Neutral, 7 : Sell on strength, ¥: Underweight, A : Overweight
Note: FX is relatively to US Dollar
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Thank You
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