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Global Outlook — US economy




Global backdrop: From inflation concerns to growth concerns

BofA global economic forecast summary

2020A 2021A 2022A 2023F 2024F 2025F
us
GDP -3.4 5.9 2.1 2.1 1.1 1.3
CPI 14 4.7 8.0 4.1 3.0 2.2
Policy rate (% eop) 0.13 0.13 4.38 5.63 4.88 3.88
Euro area
GDP -6.5 5.3 3.5 0.6 0.7 1.3
CPI 0.3 2.6 8.4 54 2.5 1.5
Policy rate (% eop) -0.5 -0.5 2.00 4.00 3.25 2.25
China
GDP 2.2 8.1 3.0 5.1 4.8 4.7
CPI 25 0.9 2.0 0.4 1.8 2.1
Policy rate (% eop) 4.35 3.80 3.65 3.40 3.40
Japan
GDP -4.6 2.2 1.1 1.3 1.2 1.0
CPI 0.0 -0.2 25 3.1 2.7 1.6
Policy rate (%eop) -0.1 -0.1 -0.1 -0.1 0.05 0.05

Source: BofA Global Research
Note: Forecasts as of 7" Aug
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Inflation: easy start, tough finish
* Cooling goods, sticky services

Tail winds

* Excess saving

* Pent-up labor demand

Head winds

* Passing the stress test

* Banking stress

Central banks: High for longer

* Fed: Terminal 5.5-5.75%; no cuts till Jun
24

* Most central banks dealing w/ above-
target inflation; bar for cuts high



The US outlook: Key themes 2

* We now look for a soft landing in the US economy. Incoming data point to resilience

* The housing and manufacturing sectors are bottoming. The consumer has been resilient, aided by robust
labor income gains and excess savings from fiscal stimulus. Fiscal policy is supporting business spending.

*  We expect the Fed to hike once more for a terminal rate of 5.5-5.75%. Cuts to start in June 2024 and
proceed quarterly through end-2025.

* The labor market is tight. But a recovery in labor supply and a drop in job openings have alleviated some
pressure. Our forecast for the peak U-3 unemployment rate is 4.3% in 1Q 2025.

« The US is past peak inflation. Core goods are seeing disinflation but not deflation, suggesting that supply
pressures persist. Demand-driven inflation in services is elevated and sticky. We expect headline and core
PCE inflation to fall to 3.1% and 3.5% y/y by 4Q 2023.

* Risks are skewed in the direction of a mild recession as opposed to “no landing” outcomes.

Bof A USEconomic Outlook: Forecast highlights

1023 2023 3Q23 4023 1024 2024 3Q24 4024 1025 2025 3025 4025

Red @OP 20 24 20 15 10 05 05 10 15 15 20 20
Fnd sdesto domesticpurchasers 42 23 20 15 10 05 05 10 15 15 15 15
Private consumption 42 16 20 15 10 05 05 10 15 15 20 20
Nonresinvestment 06 17 50 40 35 30 20 25 20 25 30 30
Residentidl investment 40 41 25 20 15 10 05 10 15 15 20 20

Unemployment rate (%) 35 35 37 38 39 40 41 42 43 43 43 42

REinflation (Yoyoy) 49 37 88 31 30 29 28 26 24 22 21 20
Qore RCEinflation (%yoy) 46 44 39 35 31 28 29 28 26 25 23 22

Federd fundstarget 475500 500525 5505.75 550-5.75 550575 525550 500525 4.75-500 4504.75 425450 400425 375400

Source: BofA Global Research 4



Major central banks: Yet to turn K

Central bank Current policy settings 2023 forecast 2024 forecast

Fed Ended QE (from Mar ‘22) Terminal rate: 5.5-5.75% Pause QT
Began QT (from Jun '22) End-23 policy rate: 5.5-5.75% End-24 policy rate: 4.75-5%
Refi rate:4.0%
ECB Depo rate:3.5% 6 rate hikes (total 200 bp) 7(5ft:zr:fchu)t s
Ended PEPP (from Mar ‘22) Terminal R: 4.00% (depo rate) End-24 olicy rate: 3.25%
Ended APP (from Jul '22) policy rate: 3.25%
Short rate target:-0.1% Framework change (Jul)
Bol Long rate target (10yr yld): around zero% +/- YCC adjustment (Jul) End NIRP
50bp (Effective 10yr target ceiling raised to 1.0%) End YCC
“Flexible” purchases of ETFs/J-REITs Policy rate: 0-0.1%
Policy rate:4.5%
Sok Ended re—mvestrEglndtisnzz &£ 875bn of Gilt 7 rate hikes (total 175 bp) o cut
H . () o : . )
e celEs R a s e i Terminal R: 5.5% End-24 policy rate: 5.5%
Began Gilt sales (from Nov 22)
Policy rate:4.1% 4 rate hikes (total 100 bp) 25bp of cuts
RBA Ended QE (from Feb ‘22) Terminal R: 4.1% (from 4Q)
Eate End-24 policy rate: 3.85%
Policy rate:3.5% 100bp of cuts
BoK Ended hike (from Feb’23) il G LR (from 1Q)

Policy rate 5.00~5.25%

Open to rate hike of 25bp

Source: BofA Global Research estimates; Note: Forecasts as of Aug 30

5 hikes (total 125bp);

Terminal R: 3.5%

75bp of cuts (from June)

End-24 policy rate: 2.5%



The US economy: Consumer balance sheet well positioned K4

There has been broad-based growth in HH assets
since the start of the pandemic

$tn
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Red estate Durables
160 " : N
m Liquid fin.assets Debt securities
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Assets and liquid assets are elevated relative to

liabilities

1100%

1000%

900%

800%

700%

600%

500%

— Househdld assets | lizbilities 120%

—— Househald liquid assets/ liabilities (rhs)
110%

100%
90%
80%
70%

60%

50%

88 92 96 00 04 08 12 16 20

Source: BofA Global Research, Federal Reserve Board, Haver Analytics. Note: Starting from the flow of funds data on the assets and liabilities of households and nonprofit organizations,
we make the following modifications. From the asset side, we omit real estate assets of nonprofits, equipment, intellectual property products, loans and trade receivables. On the liability
side, we omit debt securities, commercial mortgages and trade payables. We define liquid assets as the sum of checkable deposits and currency, time and savings deposits and money

market fund shares.



The US economy: The housing market is bottom-fishing

New home sales have recovered from the recent New home inventories have fallen as sales
lows have picked up
thous, saar thous, saar months
1100 600 14
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Source: Census Bureau, Haver Analytics, BofA Global Research 7



The US economy: Fiscal policy to boost investment

Investment in manufacturing has driven structures
investment

40% . S
° m Menufacturing strudures m Other nonresidentid structures
20%

0%
-20%

-40%

-60%
QL2018 Q12019 QL2020 Q12021 Ql-2022 Q12023

Source: Bureau of Economic Analysis, Haver Analytics
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The infrastructure bill helps explain the surge in state
and local government investment

20% m Federd Defense  m Fedard Nondefense = Saeandlod

10%
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The US economy: A still tight labor market

Job vacancies to unemployed ratio: Nonfarm payrolls monthly growth:
remain far more jobs openings than unemployed Payroll growth still above the level needed to offset
population growth
25
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Source: BofA Global Research, Bureau of Economic Analysis, Bureau of Labor Statistics, Federal Reserve Bank of Atlanta, Haver Analytics



Focus shifts away from how many more rate hikes in 2023 to how

many rate cuts in 2024

Exhibit 19: Front-end Interest rate path for G10 central banks Exhibit 20: Economic Surprises: US, G10, & Global
Fed priced for faster/deeper cuts than G10 counterparts US data surprises trending higher, in contrast to global measures
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Source: Bloomberg BofA Global Research Source: Bloomberg. BofA Global Researdh

10



The USD powers ahead




USD technicals — buy the dip

(;}/
* The 35th golden cross signal occurred on the DXY index on September 21 with a closing value of 105.38. DXY higher 20-80 trading
days later 65-79% of the time.

* DXY bottom pattern still targets 108s. Overbought correction beginning. Buy the dip for another rip or two higher in 4Q23.

Chart 9: US dollar index (DXY) - Daily Chart
Priceis breaking out to new YTD highs, golden cross onSept 21 at 10536 says higher USD in Q4, measured mowve and Fibonacci retracements say 10718 /7 108.97.
Ml DOLLAR INDEX SPOT — Last Price 106.17 |[ 11°-00
M B SIS (32, on ez 18522 Faeco
ﬂ‘ [ﬂ P 113.00
| Q I 11200
I - '_* 111.00
m  110.00
‘ 61_8‘“:(_108 97) i }109‘00
50.0%(107.18) || ] :12?2
_‘Iﬁ_'u |%__ g —— e YTDhigh: 10588 [ 106.00
< Iy ‘ - r [ﬂﬂ' S T b 105.00
- mlﬁl"}"m ml ) /'// II|U|"|J “ g El | iy T - - b 104,00
| | . . _ S ol o, , T _
“'Hrﬁl; ! ! W“M — Ll‘/ il_- — 'Lu'l # 'M‘T T [ onee
” M o - X
o ey [ e
Low wvalues rolling off 5%75_;_ r 1o0.00
Table 1: Price trend after the 50d SMA crossed above the 200d SMA
When the 50d SMA crossed above the 200dSMA, in the past DXYwasup 79% of the time 40 trading days laterby 1.4% on average
Ticker: DXY Curncy Start Year: 1967 # Signals: 34 #< 80 days: 1
days after 5 days 10days 15days 20 days 25 days 30days 35days 40days 45days 50days 60days 70days 80 days
% Up Ratio 53% 50% 53% 65% 68% 65% /1% 79% 76% 76% 7% 68% 65%
Up 18 20 18 22 23 22 24 27 26 26 27 3 22
Down 16 14 16 12 11 12 10 7 8 8 7 11 12
Average 0.17% 0.09% 036% 0.53% 0.50% 1.00% 1.20% 1.3%% 1.38% 161% 1.16% 1.32% 1.43%
Median 0.41% 0.16% 0.42% 0.43% 0.8%% 1.19% 1.44% 1.37% 1.72% 1.58% 1.28% 1.70% 2108
Min -226% -4.60% -2.47% -4, 23% -4.26% -4 949 -5.15% -5.16% -6.94% -7.88% -1007% 98%%  -1072%
Max 2 56% 3.09% 6.21% 5.29% 1.77% 6.90% 7.32% 10.87% 8 26% 10.93% 8.52% 9 5040 10.35%
Source: BofA Global Research, Bloomberg
0 SEARCH
Source: BofA Global Research, Bloomberg 12



US resilience + China disappointment — explain bulk of global market moves

DXY dollar index — actual vs. estimated move (& contributions) based on key drivers

2022-to-date: Fed policy + China explain ~80% of DXY appreciation since 22
20%mmmmmm Global equities

mm Energy prices V)
mmmm Fed policy I\
China '
] Go—
Estimated S
= « =« DXY actual chgpge

10%
~80% of DXY
strength
- attributable to
5% Fed policy +
China
0%

Jan22  Apr22 Jul22 Oc22 Jan23 Apr23 Jul2Z3

Source: BofA Global Research, Bloomberg, Note: China — reflation PCA, Fed policy — 2y rate differentials,
Energy prices — BCOMEN Index, Global equities — MSCI World
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China sentiment approaching 2022 lows — contrarian indicator or not? //7/

Hard for US dollar to weaken without China sentiment improving

4 70
——China sentiment (across major asset prices), left

—DXY Index, right, inverted
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Source: BofA Global Research, Bloomberg, China sentiment = first PCA component across HSCEI, 10y CGB, CNY, iron ore, high yield credit

14



End of cycle rates trade — long duration clearer than steeper curve but...

Exhibit 1: Historical comparison of UST 10y and 2s10s curve following the final hike vs what

forwards currently imply (BPS)
The market is currently pricing similar amount of steepening observed following the Fed's final hike,

but not a consistent rally in 10y rate

= (ycle avergae: 10y change = = Forward implied: 10y change
100 e OyCle avergae: 2y10y change = == Forward implied: 2y10y change
50 e = = -_— e = -
= == N

0 e
-50

-100 \

-150

0 1 2 3 4 5 6 7 8 9
Months following final hike of the cycle

Source: BofA Global Research, Bloomberg. Note: solid lines reflect cumulative change in 2s10s curve and 10y rate observed on

average over prior hiking cycles back to 84. Dashed lines assume market pricing of last hike in July is comect.
BofA GLOBAL RESEARCH

Exhibit 5: 10y rates rallied after last hike in past 5 cycles since ‘89
Rate rally likely to follow st hike, which US Econ anticipates inMarch
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Swares BofA Global Research, Bloomberg
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... who will buy the bonds in 2H ’23

Key UST demand groups:

= Asset managers
= Already long, need recession
= Pension & insurance

= Adding but in modest size

= Foreigners

= Unattractive FX hedge pickup

Banks
= Focused on making loans

= Reducing expensive funding

7

Exhibit 4: Large Treasury investor demand & coupon issuance (5bn)

Expect demand from foreign investars, banks, mutual funds, and pensions to be more muted in 2H vs

prior years
m— Fed mmm Banks Pension & Insurance
s [V\utua Funds m Oreign s Broker Dealer
3000 )
— Net issuance
2000
1000
0
-1000
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o 2 = = = = = = = = = = & © ol =
Fon T e T e R S = B = R o SR = B o (R o SR = ST e o S o B o =
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ol
= =
Source: BofA Global Reszarch, Federal Reserve, Note: only reflects real money categories from flow of funds that generslly invest in
Tressury coupon securities, excludes households. Last dsts point for 2023 is Q1 from Flow of Funds and other more timely data

sources, next 6mo reflects rough estimate, Net issuance does not account for Fed (T as Fed impact on supply is reflected separately

herz
Exhibit 1: Marketable Debt ex Fed to GDP ratio (%)
We project marketable debt ex Fed could grow to nearly 80% of GDP by year-end ‘24
85%
= Marketable Debt ex Fed / GDP === Projected
80%
75%
70%
65%

60%

55%

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: BofA Global Research, Bloomberg, FRBNY, (BO
BofA GLOBAL RESEARCH
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Japan: NIRP matters far more for Yen than YCC

I Exhibit 4: USD/JPY vol-adjusted carry (carry/vol ratio*)

USD/JPY camy new highs after BoJ's Jul MPM

—6m
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12m
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Source: BofA Global Research, Bloomberg

Juk-11 Jul16 Jul-21

*6m = annualized 6m arry / 6m implied vaol; 12m = 12m @rry / lyr implied vol

Exhibit 1: Japan’'s households’ gross financial assets (¥in) and cash

%
Japanese households hold over ¥2000tn in financiak assets 54% of
whichstays in cash equivalents
s T 01l 0w sEhold financial assets (LHS)
e (35hy e AENT 35 % of total (RHS)
2500 56
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Sowrce: Bofi Glohal Research, Haver

BofA GLOBAL RESEARTH

BofA GLOBAL RESEARCH

Exhibit 2: Max investable amount in current and new NISA
accounts (¥mn) per year and total

Annual bracket would rise to ¥3.6mn (¥2.4 regular + ¥1 2 DCA) from
current ¥1.2mn regular or ¥0.4mn DCA and maximum balance to
¥18mn (¥12mnregular + ¥6mn DCA) from current ¥6mn regular or
¥8mn DCA

M Current NISA® H New MISA (2024-)

20
18
16
14
12
10

8

[ T LS RN s ]

Annual Total

Seouwrce: Bofh Global Research
DCA: Dollar-Cost- Averaging (Tswminte in Japansse)
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Global Outlook — China economy




P
China economy: now is not the time to lose hope 7
We see 2023/24 GDP to grow at 5.1%/4.8 yoy, and now is not the time to lose hope despite the headwinds

Chinese households are still accumulating savings, rather than spending, amid uncertainties in job security and lower

income expectations. Private sectors also have low risk appetite and therefore have held back their capex plans, despite

low funding costs, quoting concerns about soft domestic & external demand, as well as policy uncertainty.

The good news is the policies are in the “response mode”, where the latest actions including MLF/LPR cuts, stamp tax

cuts, national and Tier-1 cities mortgage policy relaxations, outstanding mortgage rate cuts etc,

Monetary policy: we expect potential RRR cut in the near term, and a step-up in structural monetary easing targeting

property market

Fiscal policy: front-loading of LGSB issuance, as well as utilizing quotas for LGFV refinancing bond issuance are likely.
Any forms of new central government debt issuance are also likely, to help with the local govt debt issues.

Property sector easing is still the key to watch in the near term, esp. for the sales trend in key cities and the potential

fiscal supports on the urban village refurbishment plans

RMVIBtn % yoy = Menufacturing
25 - — Househdd newdeposgts (12m rolling sum) 40 - e |nfrastructure

= Househdd newloans (12mralling um)

--------

20

0 -40 A
2011 2013 2015 2017 2019 2021 2023 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: CEIC, PBoC, BofA Global Research 19
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Expect China’s GDP to grow at 5.1% and 4.8% in 2023/24

Summary of key macro data and forecasts

2019 2020 2021 2022 2023F  2024F 2025F
@DP by expenditure
Red GCDPGowth %yoy 6.0 22 84 30 51 48 47
Find Gonsumption Eqoenditure  %yoy 6.3 03 90 18 6.8 50 48
Qoss Gypitd Formetion %yoy 39 42 39 35 48 50 49
@ntribution to GOPGowth
Net Bqorts pp 0.7 06 19 05 02 00 00
Major adivity indicators
Industrid Production %yoy 57 28 96 36 43 48 43
Fixed Asset Investment Y%yoy 54 29 49 51 52 59 50
Retal SHes Y%yoy 80 -39 125 02 80 70 72
Bqortsof Goods Y%yoy 05 36 296 70 -36 41 55
Imports of Goods Y%yoy 27 -06 300 11 41 50 51
Trade Bdance Usbbn 421 524 670 857 839 850 909
Gurrent Account %P 0.7 17 20 22 16 13 12
Key priceand pdlicy indicators
@ %yoy 29 25 09 20 04 18 21
AR %yoy 03 -18 81 42 -28 08 15
lyLoan Rime Rte %, year-end 415 385 380 365 340 340 340
USDAQNY yea-end 6.96 6.53 6.36 6.90 7.20 6.70 6.30

Source: BofA Global Research estimates, CEIC, Bloomberg



China stimulus expectations: offshore vs. onshore 7

m Offshore (FX & Rates Sentiment
Survey)

A full support package: property easing, rate cuts, fiscal
stumulus

o . ) B Onshore (China conference)
Further property market easing in the near term combined with
more substantial measures in late 3Q or early 4Q (defuse LGFV

risks and more govt bond issuance)

Further property market easing in the near term combined with
policy rate cuts in 2H

Further property market easing in the near term but no
incremental fiscal stimulus in 2H

Piecemeal support measures

0% 20% 40% 60%

Source: BofA Global Research, Bloomberg
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USD/CNH outlook — forecasting 7.40, then much depends upon policy response

(both China and the US)

Wide variety of tools used to control CNY weakness:

* Window guidance

* Macro prudential measures

* Cash flow management

* Stronger-than-expected daily fixings
* FXintervention

* Tighter CNH funding

But at the cost of:
* High real interest rates

* Trade weighted CNY appreciation

Ultimately, credible fiscal policy response needed for a

trough in CNY.

8.5
7.5
6.5

5.5

Exhibit 3: USD/CNY forecasts
Our forecast path is below the forwards from 4Q23
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Source: BofA Global Research, Bloomberg
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Growth momentum eased after the initial rebound in 1Q23 (1):

Consumption weakened amid low confidence and high savings

Consumer confidence dipped again after a short-lived
rebound

e (ONnsumer Gnfidence Index
140 - e (ONSUMer Sisfactory Index
onsumer Bqectation Index

120 |

100

&) T T T T T
2013 2015 2017 2019 2021 2023

23 Source: BofA Global Research, NBS, CEIC, Wind

Households continued to save more rather than
investing or consuming

RMBtn
25 9 e Househddnewdeposts(12m rolling sum)
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Growth momentum eased after the initial rebound in 1Q23 (2): v
Investment decelerated on property investment slowdown

Investment contributed less to the 1H23 rebound

Gontribution
PPt

25 -
20 -
15
10

Gonsumption mm INVestment
ADOPgrowth

s Net expats

2=Q15 2016 2Q17 2Q18 2Q19 2QP0 2Q21 2Q22 2QP3

Source: BofA Global Research, NBS, CEIC



Property market recovery disrupted: Sales dropped in April-Aug

Sales in 30 major cities were notably weak until recently

'000 sgm,
7davg
1200

e 2021 2022 2023

900

-

dan Feb Ma Axr May in Il Aug Sep Gt Nov Dec

25 Note: Red dots indicate Lunar New Year (LNY) in each year. The shaded area represents the range seen in 2016-2020.
Source: BofA Global Research, Wind, NBS
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More policy support is warranted : Lending rates declined to
historical low levels, followed by policy rate cuts

Lending rates of corporate loans dropped to record low

% Lendingrate: loans
g - Lending rate: corporate loans

Lending rate: mortgeges
Ve
6 -
5 - 4‘\
4 A
3

2007 2009 2011 2013 2015 2017 2019 2021 2023

Source: BofA Global Research, CEIC, Bloomberg, PBoC



More policy support is warranted: Defusing LGFV debt is key to 7
contain recession risks

LGFVs of some provinces saw widened credit spread Among those debt-ridden provinces, Tianjin, Guizhou and
since 2Q22 Gansu have high debt-to-fiscal income ratio
op —YUNan e Tianjin Qnghai RVIBbn m [ GRV ot 3B Dett-tofised incomeratio %
1800 - e GANSU e QLIZNOU 14000 - 1200
1600 12000 - 1000
1400 ﬁgﬁ a0
1,200 ’ . L 600
1000 6,000 median: 404%
! 4’m """""""""""""""""""""""""""""""""" 400
800 2000 200
600 ’
40 CIEREEIRRERSILAsERETARIS LTINS
200 o8 qu&_ﬁé-g §C= =_E” 2525F
0 | ngmggf g aF ;Eg%g §g§§02
2020 2021 2022 2023 A -

27 Source: BofA Global Research, NBS, Wind, CEIC
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More policy support is warranted: Central govt balance sheet still

has more room to lever up

Local govt related debts built up over the past years

Yoot AP m CGentra govt m Locd cpuvt

120 - LGRV: bondss m LGRV: other debts

o 1LL
11

40

0.

2016 2017 2018 2019 2020 2021

Source: BofA Global Research, NBS, Wind, CEIC

2022

Leverage ratio of central govt still low among peers




Long-term potential growth: Our three scenarios

GDPgrowth, % Gontributionto GDPgrowth, ppt
TP Cyppital sock  Rawlabor Human capital
1981-1990 93 10 44 16 24
1991-2000 105 39 45 08 12
2001-2010 106 39 50 06 11
2011-2019 73 25 42 01 08
2020-2022 45 12 29 -02 08
2023-2025F 50 22 27 -05 0.7
2026-2030F 45 17 22 0.0 06
2031-2035F 35 11 18 01 06

<2> Bull case: upside possible from reform dividend
<3> Bear case: stalled reforms without major fallout in global environment

GDPgrowth, % THPgrowth, ppt
Bull case Base case Bear case Bull case Base case Bear case
2023-2025F 55 50 40 25 2.2 15
2026-2030F 50 45 36 20 17 12

2031-2035F 45 35 28 16 11 08

29 Note: All forecasts are potential growth estimates.
Source: BofA Global Research estimates, NBS, CEIC, The World Bank Group
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Long-term potential growth (2): What will China look like in 20357? “Z

Our baseline scenario implies China could overtake the
US to become the world’s largest economy by 2035...

UDbn @i
60000 - — China s (S
f'cast

45000 1 —
30000 A
15,000 A

0 i

%

58888 ¢

Note: Source: BofA Global Research estimates, CEIC

&

... Guangdong and Jiangsu could grow to a size larger
than Germany’s economy today

USDbn m2022 w2035F

6000 - Germany (2021)
5,000

4000
3000

2000
1,000
0

Note: We use BofA estimates for US GDP growth in 2023-24, and the Congressional Budget Office (CBO) projection beyond 2024. We project slightly higher growth rates of these provincial

economies vs. the national aggregate, based on historical data.

Source: BofA Global Research estimates, CEIC



Global Outlook — Geopolitics




A multipolar world faces difficult choices %

Exhibit 1: UN General Assembly voting on Ukraine
All developed economies voted in favor butmany EMs clearly face difficult choices

© 2073 Maptor © OpenSheetiap

Vote

® NATO + MNNA B Yes
B Abstained/ Absent/ No

Source: orange dots mark NATO and “major non-NATO allies”. Source: United Nations Digital Library, BofA Global Research
BofA GLOBAL RESEARCH
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The balance of nominal GDP still favors West for now 2

Exhibit 6: GDP shares nominal USD, 2022
“West" still accounts for c.60% of word's nominal GDP...

Russia EM x China
2.2% & Russia us
15.8% 25.4%

MNNA
13.7%

India
3.4%

Source: IMF, BofA Global Research
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Exhibit 7: GDP shares nominal USD, 2027
-whichis unlikely to change much over the next 5 years

EMx China
Russia & Russia
1.7% 16.7%

MNNA

India

Source: IMF BofA Global Research
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Demographics size and growth shifts to Africa %

Exhibit 8: Population shares, 2022
“West" accounts foralmast half of the wordd population today..

Other
1.5%

Rest of Africa

Rest of Latam 15.9%

4.4%

14.2%

India
17.8%

Russia
1.8%

Source: UN, BofA Global Research
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Exhibit 9: Population shares, 2099
-which willdeclinea lot by end of the century, but China/Russiaeven more

Other _/
NATO (excl US)
1.0% 5.2%
MNNA
13.9%
Rest of Africa
35.2%

Rest of Latam
3.6%

Source: UM, BofA Global Research
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Measuring power in tech, soft and hard terms

Exhibit 10: Total patent applications, 2021
China dominates the word in patentapplications

NATO
(exc US)
4.9%

Source: WIPO, BofA Global Research
BofA GLOBAL RESEARCH

Exhibit 11: Soft Power 30 Score, 2019
“West” dominates world soft power scores

EM x
China &
Russia
69.2

Source: Soft Power 30, BofA Global Research
Bofa GLOBAL RESEARCH

Exhibit 12: Military spending (PPP int$bn’21)
“West" accounts for2/3 of military expenditure

MNNA
14%

Source: World Bank, BofA Global Research
BofA GLOBAL RESEARCH
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FDI inflows into Asia look superficially weak

Exhibit 26: FDI outflows from USA, 2017-2021, $ change (in millions)
Since theelection of President Trump in 2016, US investment has clearly shifted out of China into ASEAN and LatAm
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Financing and geopolitical alignment may become problematic %

Exhibit 34: Gross Exposures to Fragmentation, Assets and Liabilities as of 2021
Percent of GDP, unless noted otherwise
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Source: BofA Global Research, IMF World Economic Outlook
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The currency and correlation of China’s economic influence

Exhibit 37: 52-week rolling correlations of CNY:Asia FX
Some CNY:Asia FX comelations are rising above 60%
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Source: BofA Global Research, Bloomberg, note data uses weekly returns
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Exhibit 38: CNY correlations against asset classes
FXand commodities point to mercantilist CNY intemationalization

80% — (NY/EMEX
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60% CN}’I MSCI World
e hina Bonds/EM bonds
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20%

0%
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Source: BofA Global Research, Bloomberg, MSCI, BofA ICE, (RB
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At first glance, geopolitical risk is a NE Asia issue, not ASEAN

Exhibit 48: Global Political Risk indices’ monthly share of all newspaper articles coverage
Reflects automated text-search results of the electronic archives of three US newspapers
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Source: Data downloaded from https//www.matteoiacoviello.com/gpr.htm on July 1, 2023
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...However, geopolitical spillovers suggest impact ASEAN more

Exhibit 51: Asia ADXY FX index and Asia Geopolitical risk
Nonlinear tail geopolitical risks are very hard to capturein Asia FX
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Exhibit 52: Global geo-political risk vs. Asia risk and Asia FX correlation
Chinais a global, not a local risk

Global Risk AsiaRisk

ADXY 32% 44%
CNY 17% 4%

HKD 24% 48%
INR 12% 45%
IDR 11% 46%
JPY 35% 39%
MYR 30% 58%
PHP 38% 50%
KRW 11% 26%
WD 6% -18%
THB 36% 7%

SGD 26% 5%

Source: BofA Global Research, Bloomberg
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ASEAN — Indonesia leading the way




ASEAN: Growth weak, but not collapsing; Worst is behind
for inflation, but watch for upside risks 7z

Macro forecasts for ASEAN

GDP growth (% yoy) CP1 Inflation (% yoy) Policy rate (end of period) | Fiscal deficit (% of GDP) |Current Account (% of GDP
2023 2024 2025 2023 2024 2025 2023 2024 2025 2023 2024 2025 2023 2024 2025
Indonesia 50 53 54 37 29 30 575 475 400 -18 -26 -24 02 07 -1.0
Malaysia 43 44 45 30 28 25 300 3.00 3.00 -5.0 -45 -40 19 19 20
Philippines 55 50 55 56 28 i3 6.50 525 450 6.1 -53 -48 -34 -3.5 -36
Singapore 10 21 23 50 34 20 - - - 0.1 00 05 163 16.7 170
Thailand 33 3b 29 18 19 14 225 200 2.00 37 36 -35 03 28 43
Vietnam 54 65 65 32 29 30 500 4.00 400 -4.4 -4.0 35 Q7 2.1 25
ASEAN GDP growth contribution (% yoy & %-pt) ASEAN headline inflation (% yoy)
8 .
99— Indoresia Mdaysia X
Philippines Sngapore i Bot/e
e Thalland !
6.0 !
1

-2 mmmm 9ngapore W Thailand Metnam BofAe 00
— AEANG -34
Ty e 3w ens 9989 88 S 30
S 8§ 8§ 8 8 8 88 8 8 8 8'8 €§
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Indonesia’s dynamic FDI landscape 7

Exhibit 45: FDI stock by source (% of total) Exhibit 46: FDI flows by source ($bn) Exhibit 47: Exports to China (% of total)
US & its allies havea dominant share of FDI stock FDI flows from China has become more Indonesia’s share of exports to China has risen
inIndonesia important in recent years shamly and is now the highest within ASEAN
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Source: BofA Global Research estimates, ASEAN Sectretariat Source: BofA Global Research estimates, CEIC, Haver Source: BofA Global Research estimates, CEIC, Haver
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Exposure to external final demand highest in SG/VN & 2

lowest in ID/PH

Sources of final demand (% of value added, 2018)
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Source: BofA Global Research estimates, CEIC, Haver, OECD TiVA
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Exports sector weak, but showing signs of stabilization

ASEAN exports (2019=100, 3MMA) ASEAN exports by destination (2019=100, 3MMA)
200 Indonesia 15 e UsA17%)
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e I1igRPONE - NODX 10— Bpen (7%
150 Thailand e ASEAN (21%0)
e \figt M
125
125 - == AFANG
100 100
75 75
§$$a§aaa§aags§aaﬁ.s§ 22%888%&!&!&‘@&1&%%%%
SERESHEES558858885 gISBEISBTTSBETISBE

ASEAN manufacturing exports vs. new exports order PMI (2MMA)
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Firmer exports/mfg recovery hinges on China and semis

ASEAN goods exports, by destination (% of total, 2022)
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Share of exports, by product categories (% of total)
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Goods Exports (% of GDP, 2022)

1 111

24

17

16 89
87
57
22

20
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Tourism a bright spot; Recovery 3/4 of pre-COVID levels ==

Arrivals into various regions (% of pre-COVID volume) Arrivals into ASEAN (% of pre-COVID volume)
120 AN ——NorthAsiaexQN) 10 aMar22 win22 =Dec22 mMa23 - 4n23
100 NAmMerica BR7
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80
60 50
40
20 25

0

8§ 8 8 8§ 8§ 8§ & 8§ § 8 8§ & 0

S8 85888588 ¢& 5 D MY FH S5 TH W

Note: Latest data for MY as of May ‘23

Sources of tourist arrivals (latest data, % of pre-COVID volume)
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ASEAN: Inflation to ease, but still high historically 2

Inflation forecasts, target mid-points & historical distribution

8 w23 (Bofre) + Latest 3month average (%6yoy)
- Cffidal target midpoint* 25th/ Median / 75th percentile (since 2000)

Indonesia Mdaysia Philippines Sngapore Thaland \Vietnam

Source: BofA Global Research estimates, CEIC, Haver, Bloomberg
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ASEAN FDI : Diversified drivers across countries >

Indonesia: Commodity down-streaming Singapore: Both manufacturing & services
m Mfg (Metalrelated) mMfg(Others) mPrimary mServices 100 W Finance m Mfg Other services
100
23 25
- 30 31 34 25 A1
2 16 14
50 50
25 75
0 0
11-16 17-19 20-22 11-16 17-19 20-21
Malaysia: Electronics remains key Vietnam: Major winner from supply chain shifts
100 m Electronics mfg m Non-electronics mfg m Primary m Services WEuroperNAmerica W56 HOthers MJP+KR+TW  ECN+HK
100
14 19
33
75 75
44 28
50
50 17
36
25
25 25 31
10 11
D G o 0
11-16 17-19 20-22 11-16 17-19 20-22
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IDR carry eroded, but real yields are high relative to 2
fiscal risk

Exhibit 1: Most asia currencies offer low or negative carry Exhibit 2: Indonesia stands out within Asiaon real yields buffer
Yield pick-up on 2y bonds over US vs FX 3m realized and implied volatility Real 10y yields vs 2023e CPI (%, y-axis). Fiscal deficit (% GDP, x-axis)
8
08 m Carry to Realized Vol
. m Carry to Implied Vol 6 I.ZA%RL
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Nominal rates look low, but in real terms are high

Exhibit 1: Policy rate vs. lending and deposit rates (%) Exhibit 2: Real policy rate (%)
Domestic rates have been relatively stable in recent months Real policy rate (CPl-based) will rise as inflation eases & Bl holds steady
e Policy rate 4 .
14 = = = = Old policy rate (Bl Rate) Egg: pg}:ty ratg %EEPe}
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Source: BofA Global Research estimates, CEIC, Haver Source: BofA Global Research estimates, Haver
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Trade surplus is losing momentum as our FX reserves

Exhibit 3: Trade balance, exports & imports ($ bn)
Trade surplus narrowed into Jul, likely to lead to larger C/A deficitin 3Q
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Exhibit 4: Headline & net FX reserves ($bn)
FX reserves have fallen recently, while short forward book remains large
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Banking sector liquidity is declining , but still ample

I Exhibit 5: Monetary operations (reverse repo, %)

BI's reverse repo rates have been kept steady in recent months
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Exhibit 6: Loans, deposits & excess liquidity (IDR tr)
Banking liquidity hasretracted furtherin recent months
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Bond performance impressive and under-owned

Exhibit 33: EM Local debt market total retumns year-to-date %
Indonesia outperforms, driven by better inflation and fiscal dynamics
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Source: BofA Global Research, Bloomberg
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Indonesia

Exhibit 6: Funds’ exposure to Indonesian bonds and FX
Funds reduced underweight positions in bonds and IDR

0 * m Benchmark weight m Bond holdings FX exposure
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Source: AofA Global Research, Fund factshaets
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FX forecasts: Strong USD remainder of 2023, depreciation in 2024

Global FX Forecasts

—

(/‘/

End of period
3Q 2023 40Q 2023 1Q 2024 202024 3Q 2024 40 2024 1Q 2025 2Q 2025 3Q 2025 40 2025
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