LION

GLOBAL
INVESTORS

2025 Market Outlook

Lim Yuin
Chief Investment Strategist




2025 Market Outlook

Global equities performed well this year with risk assets supported by healthy economic
growth, decent earnings and a strong rally in the technology sector driven by the Artificial
Intelligence trend. We see these positive conditions continuing into the new year and be
supportive for risk assets. Some investors may see the potential policies by the new Trump
administration as positive only for US equities, but we see investment opportunities for Asia
equities too. Innovations driven the Artificial Intelligence would continue to create new
investment opportunities in the new year. We are positive on Taiwan, Korea, India and Japan
equities. Though credit spreads are tight on historical levels, the macro environment is
positive for Asian credit bonds.

MACRO OUTLOOK

Market participants view a unified US government after a Trump victory in the US Presidential

1 ° election as being positive for the US economy. The key policy proposals include potential reduction
in corporate tax rate, easing in regulations across various industries, and industrial policies to
promote onshoring which could lead to increasing capital expenditures and economic growth in the
US economy. However, there are also risks with the threat of more tariffs and deportation plans
which could lead to higher inflation and a drag on future growth.

Figure 1: Interest rate cuts across major economies to boost weak real GDP growth
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Source: International Monetary Fund dated December 2024

It is consensus view that the US economy continues to grow at a healthy pace in 2025 despite

2. signs of weaknesses in the US labour market and muted manufacturing activities. The US Federal
Reserve Chairman cited a stronger than expected economy in recent months as reason to consider
a slower pace of interest-rate cuts ahead. That said, the continuing strength of the US economy
would likely depend on the details and policies passed by the new US administration.

The Eurozone economy is in a difficult situation with weak economic growth when the two largest

3. economies, Germany and France, are struggling with political gridlocks. And things could become
more challenging with potential tariff threats from the US. That said, the new Trump administration
could facilitate a potential end to the Ukraine and Russia conflict, which would lift economic activities
across Europe. The European Central Bank (ECB) is on an easing cycle, having cut deposit rate again
in October, and projected to continue cutting rates over the next few meetings on concerns of
slowing economic growth and deflationary fears.
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The Bank of Japan kept its policy settings unchanged in September instead of continuing on its
interest rate hiking cycle. Wages are set to increase in the new year as the unions are looking to
negotiate for another year of decent hike during the Shunto negotiations. All signs suggest that
Japan has exited deflation, and that Japan is likely to meet its inflation target. Future interest rate
hikes by the Bank of Japan would likely depend on the path of the Japanese Yen.

Economic growth is improving in China with stabilizing property sales, stronger consumption lifted
by the consumer goods trade-in policy, and stronger exports potentially from front-loaded demand
ahead of potential tariffs by the Trump administration. China could also announce stronger policy
measures to shore up its economy and boost confidence to mitigate the threat of tariffs from the
new Trump administration. Policymakers in China have raised expectations with comments that
they would adopt a “moderately loose” monetary stance and more “proactive” fiscal policies in the
new year. All eyes are now on the details of new policies that would be announced by various
government agencies.

EQUITY

6.

1.

We see healthy economic growth supported by conducive monetary policies as positive for risk
assets in 2025 though policy uncertainties from the incoming Trump administration remains. We
continue to view the Artificial Intelligence trend as positive for markets exposed to the technology
sector.

We are positive on US equities despite high valuations. Earnings growth expectations for US
equities could see upward revisions from further deregulation and lower taxes next year. We are
more sanguine on European equities. A lack of effective political leadership in Germany and France
in the face of potential tariffs from the US means European equities could be value traps despite
attractive valuations.

We see pockets of opportunities for Asia equities.

We are positive on Taiwan equities, though we could see heightened volatility as Taiwan is caught
in the crosshair of the US and China rivalry. Artificial Intelligence (Al) is a long-term positive
investment theme for Taiwan equities and the Al-related supply chain in Taiwan would likely be
relatively unimpacted, while consumer electronics are more vulnerable. It is unclear if the Taiwan
notebook and Apple related supply chains would be exempted from tariffs. Temporary periods of
heightened political risks could lead to an increase in equity risk premium and temporary weakness
in share prices.

Figure 2: Multi-year growth in Generative Artificial Intelligence spending is a tailwind to technology heavy markets
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Source: Bloomberg Intelligence’s forecast based on data from IDC, eMarketer, Statista, dated November 2024
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We see Korea equities as oversold due to weak sentiments from the unfolding Korean political

9. unrest on top of a tariff scare. Past impeachment cases in 2004 and 2017 suggest that the current
political turmoil could present an attractive investment opportunity as the deep discounts in Korean
equities would reverse when political stability returns. The performance of Korea equities market
has historically been driven by external market factors and less so from domestic factors.

We have turned more positive on India equities after healthy corrections in recent months.

1 0. Sentiments are not too optimistic, and Initial Public Offerings are no longer viewed as sure-win
bets. The India stock market has become more sensitive to valuations, which is healthy. India
remains a well-understood positive structural story that justifies a premium to valuations.
Temporary factors such as heatwaves, election delays, a lack of government spending, and more
structural factors such as increasing competition could create opportunities for stock-picking in the
India equities market.

The Japan equities market is subjected to the same policy risks from the incoming US

1 1 ¢ administration, and it remains to be seen if the current political leaders could strike a similar rapport
with the incoming Trump administration. However, Japan equities would still be supported by
structural growth themes such as factory automation, digitalization and the continuing inbound
consumption trend. Corporate restructuring driving better shareholders’ returns is also a positive
domestic catalyst for the Japan equities market.

We see greater volatility for ASEAN equities which may be affected by potential tariffs on trade and

1 2. a stronger US dollars resulting in currency outflow from the region. The Singapore equities market
is trading at a discount to its long-term historical average and its dividend vyield is attractive
compared to other developed markets. Other ASEAN markets could also benefit from trade
diversions and capital flows, given ASEAN's neutral stance to the US and China rivalry. In addition,
ASEAN's growth is largely driven by domestic consumption, investments and government
spending, which we expect would continue over the next few years. We are positive on companies
that are beneficiaries of domestic growth driven by fiscal spending, consumption and Foreign Direct
Investments.

FIXED INCOME

A moderate macro environment which is constructive for risk assets is also positive for Asian credit

13. bonds. Asian credit bonds are leveraged to potential bond price rallies if US interest rates move
lower. As highlighted earlier, recent US economic data could mean continuing interest rate cuts in
the US, albeit potentially at a slower pace. And the trend is also for major central banks to cut rates
which would be supportive for Asian credit bond prices. The risk for longer dated bonds would be
the unlikely event of a significant resurgence in inflationary pressure causing the Fed to pause or to
hike rates again.

The credit spread component of credit bonds are trading near historical tight levels and considered

14. in unattractive zone. A decompression of credit spreads in reaction to a fall in interest rates is
probable.Nonetheless, bond markets are currently driven more by the focus on all-in bond yield
which is considered attractive by historical standards. In the expected soft-landing scenarios, we
expect company fundamentals and credit trends to remain supported. Near term, credit spreads are
expected to move sideways to modestly wider, within a small range on support from supply
technicals. Low new bond issuances in Asia to replace bond maturities should be technically
supportive for tight credit spreads.Issuance by China issuers, which used to account for two-thirds
of annual gross supply, has dropped significantly given cheaper onshore funding. The direct impact
on China credit bonds from any potential trade tariff hikes is likely to be limited.

*All data are sourced from Lion Global Investors and Bloomberg as at 17 December 2024 unless otherwise stated.
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DISCLAIMER

This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. It is for
information only, and is not a recommendation, offer or solicitation for the purchase or sale of any capital
markets products or investments and does not have regard to your specific investment objectives, financial
situation, tax position or needs. Investments in the products mentioned herein are not obligations of,
deposits in, guaranteed or insured by LGl or any of its affiliates and are subject to investment risks including
the possible loss of the principal amount invested. You may wish to seek advice from a financial adviser
before making a commitment to undertake any investment. In the event that you choose not to seek advice
from a financial adviser, you should consider carefully whether the investment is suitable for you.

The information presented herein is for illustrative purposes only and should not be considered reflective of
any particular security, strategy, or investment product. It represents a general assessment of the markets at
a specific time and is not a guarantee of future performance results or market movement. Any opinions,
projections or forward-looking statements expressed herein or information presented (which includes
estimates, graphs, charts, formulae or devices) is subject to change or correction at any time without notice
and is not to be relied on as advice. You are advised to conduct your own independent assessment and
investigation of the relevance, accuracy, adequacy and reliability of any information contained herein and
seek professional advice on them. No warranty is given and no liability is accepted for any loss arising
directly or indirectly as a result of you acting on such information.

References to specific corporations/companies and/or their trademarks are not intended as
recommendations to purchase or sell investments in such corporations/companies nor do they directly or
indirectly express or imply any sponsorship, affiliation, certification, association, approval, connection or
endorsement between any of these corporations/companies and LGl or the products and services of LGI. It
should not be assumed that investment in the securities mentioned was or will be profitable.

This publication is not intended for use by any person other than the intended recipient and may not be
reproduced, distributed or published without prior written consent of LGI. This publication may not be
distributed in any jurisdiction or to any person where such distribution is prohibited (including Canada,
Japan, the United States of America) or to US persons (as such term is defined in Regulation S under the US
Securities Act of 1933).

©Lion Global Investors® Limited (UEN/ Registration No. 198601745D) is a Singapore incorporated
company, and is not related to any asset or fund management entity that is domiciled in Europe or the
United States.
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