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Asiahas had agreatstartto the year, thanks to the relatively low inflation environment
and decenteconomic growth and recovery after the pandemic. We remain constructive
on Asia’s macro outlook in the second half of 2023. We believe Asian economies will
continue to grow more quickly than developed markets (DM). Developed markets are
still working to tame inflation at the expense of growth, and the possibility of a potential
slowdown remains. Asia on the other handis well-positioned to outperformand
domestic demand remains robust.

Inflation surprised positively

Compared to DM, Asia faces much lower inflation and lower pressure fromrising interest
rates. Asia’s headline CPlwas 2.3% in May 2023, much lower than that of the US and Europe.
Labor market supply has also held up well and wage pressure is more benign. Asia’s headline
inflation has continuously surprised on the downside. Asia headline CPl was lower than
Bloomberg consensus in nine out of the past ten months. It is expected that inflation in most
Asian economies will move back to the comfort zones of their central banks within 2023.

Digitalization, Al, and Smarttrends drive further growth

Asiais well positioned to benefit from digitalization, artificial intelligence (Al) and Smart
trends. China has put dedicated efforts into advancing its digital infrastructure in recent
years. Korea and Taiwan are also at the forefront in terms of technological prowess,
particularly in different technology segments, for example, memory, semi-conductors,
dynamic random-access memory (DRAM) components and Internet of Things (IoTs). The
leading edge these two countries have in technology will enable them to benefit from the
latest technological advancements.

India’s digital economy is transforming quickly and has grown at more than twice the rate of
the country’s economy. ' In particular, digital adoption in financial services is rising rapidly
and the digital market share of payments, lending, investments and insurance have all shown
robust growth. For example, under India’s financial inclusion policies, the number of bank
accounts opened have risen from 100 million in 2015 to 480 millionin 2023. i

Consumer trends inthe ASEAN region are also evolving and retailers are shifting toward
more online and e-commerce sales. With the spike in the e-commerce sector over the past
few years, ASEAN’s e-commerce market size has grown by at least 35% with Indonesia and
Thailand boasting the highest e-commerce market share in the region.

Domesticdemandis pickingup

In our view, India’s large and young population will continue to drive domestic demand for
many years to come. India has the youngest population in the world, with over half of their 1.4
billion population under the age of 30. " One of the many opportunities we see on the ground
isthe increase in the wedding market and higher discretionary spending during festivals.

Itis estimated that around US $125 to $250 billion is spent on Indian weddings per year

and around 9.5 to 10 million weddings occur annually across the country. ¥ There has

been increasing demand in gold, jewelry, and discretionary spending as aresult, with the
significant growth of weddings supporting this demand. Wedding and wedding-related
jewelry constitutes 60% of India’s total jewelry demand. Vi The share of discretionary items
that make up consumption has also increased from 53.4% of total consumption expenditure
in2012t059.6% in the 2020 financial year. Vi

ASEAN is another bright spot when it comes to domestic consumption. Over 60% of the
population are young people under the age 35, and their disposable incomes have also
beenrising. *Healthy household and corporate balance sheets and decent credit growth
signal the willingness of the population to spend. We believe that retail demand, including
department stores, convenience stores and food productionin ASEAN, particularly
Indonesia, will keep rising and the outlook for the region remains robust.
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Slowing global growth needs monitoring

The slowing of global growth and the potential for a developed markets slowdown are risks
that we are monitoring. A slowdown in developed markets may affect export demand and
cross-border supply chainsin Asia. However, we believe Asia’s strong fundamentals and
growing domestic demand will be able to offset some of these negative external impacts.

Valuationis atcomfortable level

MSCI Asia ex-Japan was trading ataround a 29% discount in May as compared to the US market.
The current P/E ratio stands slightly below the average MSCI Asia ex-Japan’s five-year, 12-month
forward P/E average. We believe valuations of Asian equities are at a comfortable range and are
trading ata discount relative to developed markets.

Figure1- Asia ex-Japan equities still trading at adiscount to the developed market
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Source: Factset, Invesco, May 2023

Investmentrisks
The value of investments and any income will fluctuate (this may partly be the result of
exchangerrate fluctuations) and investors may not get back the fullamount invested.

When investing in less developed countries, you should be prepared to accept significantly
large fluctuationsin value.

Investment in certain securities listed in China can involve significant regulatory constraints
that may affect liquidity and/or investment performance.
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Importantinformation

Thisdocumentisintended only for professional investors in Hong Kong, for Institutional Investors and/or
Accredited Investorsin Singapore, for certain specific sovereign wealth funds and/or Qualified Domestic
Institutional Investors approved by local regulators only in the People’s Republic of China, for certain
specific Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified Professional
Investorsin Korea, for certain specific institutional investorsin Brunei, for Qualified Institutional Investors
and/or certain specific institutional investors in Thailand, for certain specific institutional investorsin
Malaysia uponrequest, for certain specificinstitutional investorsin Indonesia and for qualified buyers

in Philippines for informational purposes only. This document s not an offering of a financial product

and should not be distributed to retail clients who are resident injurisdiction where its distribution is not
authorized oris unlawful. Circulation, disclosure, or dissemination of all or any part of this document to any
unauthorized personis prohibited.

This document may contain statements that are not purely historical in nature but are “forward-looking
statements,” which are based on certain assumptions of future events. Forward-looking statements are
based oninformation available onthe date hereof, and Invesco does not assume any duty toupdate any
forward-looking statement. Actual events may differ from those assumed. There can be no assurance
that forward-looking statements, including any projected returns, will materialize or that actual market
conditions and/or performance results will not be materially different or worse than those presented.

Allmaterial presented is compiled from sources believed to be reliable and current, but accuracy cannot
be guaranteed. Investmentinvolvesrisk. Please review all financial material carefully before investing.
The opinions expressed are based on current market conditions and are subject to change without notice.
These opinions may differ from those of other Invesco investment professionals.

The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons
into whose possession this marketing material may come are required toinform themselves about and
tocomply with any relevant restrictions. This does not constitute an offer or solicitation by anyoneinany
jurisdictionin which such an offer is not authorised or to any person to whomit is unlawful to make such an
offeror solicitation.

Thisdocumentisissuedinthe following countries:

«inHong Kong by Invesco Hong Kong Limited 5 [E1& & & 1B FRAF], 45/F, Jardine House,
1Connaught Place, Central, Hong Kong.

« inSingapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01Republic Plaza,
Singapore 048619.

+ inTaiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066).
Invesco Taiwan Limited is operated and managed independently.
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