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Asia’s macroeconomic backdrop improved in 2024 and equity market performance

in the region remained strong. Elections occurred in several major Asian countries

during the early part of the year which have largely helped to create a stable economic
environment. The US Federal Reserve also recently started their easing cycle as inflation
is coming under control. Looking ahead to 2025, we expect domestic demand in the
region to strengthen as the effects of earlier monetary tightening wane. We also think
increased intra-regional trade driven by China’s economic recovery will enhance exports
and consumption. We are focused on domestic drivers of the Asian market as an indicator
of the region’s economic trends.

Increasing certainty in Asia’s path toward monetary easing

Asia has successfully reduced inflation and kept interest rates at a stable level more
quickly than the rest of the world. The Philippines, Indonesia, Thailand, and Korea
began their rate cutting cycles in Q3 2024. With the Federal Reserve now having started
its easing cycle, Asian countries will have more room to lower interest rates in 2025,
alleviating concerns about potential currency pressures.

Stimulus package fuels China’s economic recovery

The Chinese government recently announced a raft of stimulus measures aimed at
stabilizing the stock market and property market. We believe these policies will help to
create opportunities for future economic growth. Looking ahead, we have a positive
outlook for China. We expect policy support to continue with more measures being
implemented in the near term. We have already observed a positive impact from the
September stimulus efforts including an uptick in manufacturing activity. We also expect
China’s recovery to create opportunities for other Asian economies by enhancing
intra-regional exports notably to ASEAN markets. We expect commodities and service
exports, such as tourism and transportation, to benefit from this recovery.

Domestic demand as a catalyst for structural growthin Asia

India

Indiais projected to be the strongest growing major emerging market economy this year,
fueled by rising consumer sentiment and increased spending. Retail sales have surged,
particularly in discretionary categories, thanks to a large young population with rising
disposable income. We believe the continuation of labor market reforms, increasing push
forinfrastructure development, and enhancements in education and workforce skills, all
present significant opportunities for higher economic growth in 2025 and beyond.

ASEAN

Our economic outlook for the ASEAN region remains robust and we are positive on
Singapore, Malaysia, Indonesia, and the Philippines. The structural growth of ASEAN
markets, characterized by young demographics and rising incomes, supports strong
domestic consumption and investment. Foreign direct investment (FDI) inflows have
surged from US $170 billion in 2016 to $220 billion in 2023. " Looking ahead, we think the
recovery of global trade and tourism will be a key growth driver. We believe countries like
Singapore and Malaysia are well-positioned to benefit from increased FDI and export
growth. International tourism within ASEAN is steadily recovering, nearing pre-COVID
levels, and we expect this positive trend to continue.

1. Southeast Asia: Foreigninvestments resilient despite global economic uncertainties, October2024.
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Structural dynamics of the Al tech cycle

Taiwan and Korea

Taiwan and Korea are global leaders in semiconductor manufacturing. The rising demand
for artificial intelligence (Al) technologies is expected to drive investments in advanced
chip production and research and development, bolstering economic growth. We
anticipate that the Al sector will continue to fuel strong earnings growth for these two
markets. In Taiwan, earnings revisions are expected to remain positively biased due to
strong structural growth in Aland a potential cyclical recovery in non-Al tech demand in
2025. In Korea, the tech-driven export recovery is maturing, and the domestic economic
outlook is likely to improve given the start of the monetary easing cycle. We also expect
the structural uptrend in Al to benefit Korea's IT supply chain.

Potential headwinds

Looking ahead we will monitor several key factors that may impact the performance of
Asian economiesin 2025. First, we will keep an eye on retail and loan growth in the region.
Second, we will scrutinize the policies being implemented by the Trump administration
for their potential impact on Asian countries, particularly export-driven economies.
Third, we will examine global demand as a reduction in demand could affect investor
confidence inthe region. Asian governments are actively implementing policies to foster
growth and maintain stability. We believe the extent of China’s recovery will significantly
benefit Asian markets. As China’s economic momentum accelerates, we expect

the increase in demand for goods and services will stimulate growth in neighboring
countries and lead to upward revisions in corporate earnings across the region.

Risk-reward profile of Asian equities looks attractive

From avaluation perspective, Asian markets appear attractive, with Asia ex-Japan
equities currently trading at a low forward 12-month price-to-earnings ratio of 13.1x,
which s less than one standard deviation below the long-term average. 2 In comparison
to developed markets, Asia ex-Japan equities are trading at approximately a 39%
discount. ® We are optimistic about the earnings growth potential of Asian corporations,
with market consensus projecting double digit earnings per share growth in the coming
year. 4 This positive outlook suggests further upside for earnings and return on equity,
driven by animproving economic environment in Asia.

Figure1- Asia ex-Japan equities still trading ata discount to developed markets
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Source: Factset, Invesco, October 2024 (latest available). Past performance does not guarantee
future results. An investment cannot be made in an index.

2. Factset, dataas of October 2024.
3. lbid.
4. Goldman Sachs, dataas of 2November2024.
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Investmentrisks
The value of investments and any income will fluctuate (this may partly be the result of exchange rate
fluctuations) and investors may not get back the fullamountinvested.

Wheninvestingin less developed countries, you should be prepared to accept significantly large
fluctuationsinvalue.

Investmentin certain securities listed in China caninvolve significant regulatory constraints that may
affect liquidity and/orinvestment performance.

Important information

This document isintended only forinvestors in Hong Kong for informational purposes only. This
documentis not an offering of a financial product and should not be distributed to retail clients who are
resident injurisdiction whereiits distribution is not authorized or is unlawful. Circulation, disclosure, or
dissemination of all or any part of this document to any unauthorized person is 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 on information available on the date hereof, and Invesco does not assume any duty to update 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.

All material 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 documentin certain jurisdictions may be restricted by law. Persons
into whose possession this marketing material may come are required to inform themselves about and to
comply with any relevant restrictions. This does not constitute an offer or solicitation by anyone in any
jurisdictionin which such an offer is not authorised or to any person to whomitis unlawful to make such an
offer or solicitation.

This document isissued in the following country:

e inHong Kong by Invesco Hong Kong Limited S IE# & & B RR 2N 1], 45/F, Jardine
House, 1 Connaught Place, Central, Hong Kong. This document has not been reviewed
by the Securities and Futures Commission.
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