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Key messages
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Volatility is part and parcel of investing and even in equity bull markets, drawdowns to the
tune of 10% to 15% can happen

While the economy is showing signs of slowing, our base case is that the economy will not
fall into a recession imminently, and we thus expect equities to eventually recover
Stewardship comes to the fore during volatile times & we remain vigilant as volatility is
expected to remain elevated over the short term

AlIA Elite Funds entered the current bout of volatility in a position of strength, riding on
strong absolute returns of 2023 & positive returns in 1H 2024, alongside first quartile
peer ranking since inception

Diversification is key & the fixed income sub-portfolio of AIA Elite Funds is holding up well in
the current stress episode, offering stability to the Elite Funds

Within the equity sub-portfolio, AIA Elite Funds are invested in best-in-class managers with a
diversified mix of complementary tilts across different investment styles

Our assessment is that over the long term, our investment approach for AlA Elite Funds is
poised to shine through

AlA Elite Funds entered the current bout of volatility in a position of strength

AlA Elite Funds have benefitted significantly from the ongoing equity bull market. In 2023, AIA
Elite Adventurous returned 14.89%. This was followed by a solid return of 11.42% in 1H 2024.
Since inception, AlA Elite Adventurous has returned 8.88% annualized returns. When compared
to peers, AIA Elite Conservative, Balanced and Adventurous are ranked first quartile since
inception. Figure 1 below illustrates the peer comparison for AIA Elite Adventurous since

inception.
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Figure 1: AlA Elite Adventurous (USD) strong positive returns & quartile 1
ranking since inception

Source: Morningstar, AIAIM. Peer comparison is based on performance of AlA Elite Adventurous
Fund (USD) since inceptioni.e., 19t July 2019.

Note: Year 2022 saw global financial instability where stock markets decline, setting off fears of
economic recession.

Past performance is not indicative of future returns.
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What happened recently?

In recent weeks, markets have been volatile in an abrupt departure from the steady advance
that was experienced in 1H 2024. There was a sharp rise in volatility with the VIX closing above
35. This placed the volatility spike in the current episode alongside other notable historical
events such as the Covid crash in 2020, Quantitative Tightening fears in 2018, and the Eurozone
sovereign debt crisis in 2021 to name a few. See Figure 2.
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Figure 2: VIX splke above 35
Source: Bloomberg, data extracted on 13 August 2024

The 3 key drivers of the recent volatility are: first, concerns that the Federal Reserve is behind
the curve in loosening monetary policy; second, the unwinding of the yen carry trade that was
accelerated by the Bank of Japan hiking rates in July 2024; third, concerns that mega-cap tech
stocks that have seen a sharp rise are over-extended.

Volatility is part of the course for investing & we remain constructive medium term
Volatility is part and parcel of investing and even in equity bull markets, drawdowns to the tune
of 10% to 15% can happen. For example, while 2023 eventually turned out to be a good year for
equities with double digit returns, investors had to be patient riding through a significant intra-
year drawdown to harvest those returns. See Figure 3.
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Figure 3: Equities can drawdown 10% to 15% even in bull market

Source: Bloomberg, data extracted on 13 August 2024
Equities refer to MSCI ACWI Index
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While the economy is showing signs of slowing, our base case is that the economy will not
fall into a recession imminently. Real GDP growth in the US remains positive and above
levels in previous recessions. Earnings growth remains intact and is posed to continue its

positive trajectory. See Figure 4.

Over the medium term, earnings is one of key drivers of equities
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Figure 4: Earnings growth is intact
Source: Bloomberg, data extracted on 13 August 2024
Global Equities refer to MSCI ACWI Index

For the second quarter of 2024, companies in the US are reporting positive double-digit
earnings growth with percentage of companies beating earnings estimates above its 5-year
average. On the inflation front, there are positive developments as inflation is falling and this
gives the Federal Reserve room to cut rates to support growth. See Figure 5. We thus expect
that the setback in equities to be contained, and equities to eventually recover the

drawdowns suffered thus far.
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Figure 5: US inflation is progressing in the right direction
Source: Bloomberg, data extracted on 13 August 2024
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Notwithstanding our medium-term constructive outlook on equities, over the short term, we
remain vigilant. Past historical episodes clearly illustrate that post significant spikes in
volatility, markets are expected to be choppy for some time as the bulls and the bears engage in
a tag of war. See Figure 6. To navigate the volatile market environment, risk management is
key. While our core thesis remains that we are in an equity bull market, as disciplined investors,
we respect the price action and will adjust our investment stance should our balance-of-
indicators approach signal for more caution in risk taking.

Average 60d VIX after historical stresses
70

60 ong-term average VIX = 20
0 45
. 40
s
@
2 30 26
5
>
< 2 A S
) I
0
® o"
Q‘é -6 0‘
& > \e S oe &
& & <& & Q\'a? o & 3 \é‘
¥ 3 & & ) &
< ' Gl N & % Ry o
& e > o 5 & R «
¥ N & o al o
@ & ° & P
& & =
d'g =) (%)
g
& =
AS <

Figure 6: Volatility is expected to remain elevated in the short term
Source: AIAIM, Bloomberg, data extracted on 13 August 2024
Long-term average VIX refers to average VIX from 2 Jan 1997 to 12 Aug 2024

Elite Funds well-positioned going into the spike in volatility

Elite Funds are well-positioned going into this bout of volatility. Prior to the sharp spike in
volatility in August 2024, the overall risk taking for Elite Funds has already been moderate
as we balanced upside potential of equities in a bull market against signs of caution ranging
from narrow market rally and muted risk appetite in sectors outside the mega-cap tech stocks.
In addition, the Elite Funds were, and continue to be, less exposed to concentration in
Magnificent 7 stocks (versus the broader global equity indices). Thus, while Elite Funds could
not avoid giving back some of the returns made earlier in the recent equity stress, the Elite
Funds was impacted less by the sharp sell-off in the Magnificent 7 basket of stocks.

Looking ahead, our moderate risk-taking posture prior to the drawdown has given us the
capacity to add risk for the Elite Funds. To that end, we are carefully analysing the markets and
will be guided by our robust balance-of-indicators approach prior to adding risk.
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Value proposition of Elite Funds in volatile times

It is during volatile times like this that the value proposition of Elite Funds, where we combine
AlA stewardship with best-in-class managers, comes to the fore. Diversification is key and the
Elite Funds are diversified across different asset classes and different investment styles.

On asset class diversification, Elite Funds are invested in quality investment grade corporate
bonds via AlA Diversified Fixed Income Fund that has held up well in the recent equity stress
episode and thus offers stability. On the equity sub-portfolio, Elite Funds boosts a strategic
mix of equity managers who offer complementary growth tilt across different investment
styles.

Our managers are focused on investing in long-term opportunities that are deemed to have
the most attractive risk reward proposition and have successfully navigated various market
cycles. Our assessment is that over the long term, our investment approach for Elite Funds is
poised to shine through.
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AlA Investment Management Pte. Ltd.

This document/presentation has been prepared for information purposes only and does not have regard
to the specific investment objectives, financial situation and particular needs of any persons. Neither
should this document be construed as an offer or the solicitation of an offer, recommendation or
solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation
to any securities or other financial instruments issued or managed by AIA Investment Management
Private Limited (“AIAIM”) or its affiliates (collectively the “AlA Group”) in any jurisdiction in which such
offer is not authorised to be made to any person. Nothing in this document/presentation should be
construed as investment, tax, legal or other advice. References to specific securities are presented to
illustrate the application of our investment philosophy only and are not considered as recommendations
by the AIA Group.

The information herein should not be used as the basis of any investment decision. This
document/presentation is not research material and it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research. All views expressed and
references to specific securities are included for illustrations only and does not necessarily represent
the views of every function within the AIA Group. No representations or warranties are given as to the
reliability, accuracy and completeness of the information. Opinions, projections, estimates and other
information presented in this document/presentation are solely those of AIA Group as at the date of this
document/presentation and subject to change without notice. The AIA Group may have interests in the
securities or instruments mentioned in this document/presentation.

Past performance figures, and any economic and market trends or forecast, are not necessarily
indicative of future performance of any strategy or portfolio. Investment is subject to investment risk,
including the possible loss of the principal amount invested.

AIAIM and the AIA Group, their respective officers and employees, accept no liability for any damage or
loss, including loss of profit, whether direct or indirect or consequential in respect of the use or reliance
of any information contained herein and whether arising as a result of AIAIM’s negligence or otherwise.

You may wish to seek advice from a financial adviser before making a commitment to invest. You should
consider carefully whether an investment is suitable for you in light of your own circumstances, financial

resources and entire investment programme.

This document/presentation may only be used and/or received in accordance with the applicable laws
in your jurisdiction.

AlA Investment Management Private Limited (UEN Registration No. 201616304H).
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AlA Singapore Private Limited

This presentation is for your information only and does not have regard to the specific investment
objectives, financial situation and particular needs of any persons. It is intended only to be a simplified
description of the product features applicable to these plans and is not exhaustive.

The ILP Sub-Fund(s) invest in underlying funds which are part of AlA Investment Funds, a Luxembourg
domiciled UCITS compliant investment company with variable share capital. AIA Platinum Wealth Elite,
AIA Platinum Retirement Elite, AIA Platinum Wealth Legacy, AlA Pro Achiever 3.0, AIA Platinum Wealth
Venture and AlA Elite Secure Income are ILPs which invest in the ILP sub-fund(s). Investments in these
plans are subject to investment risk including the possible loss of the principal amount invested. The
performance of the ILP sub-fund(s) is not guaranteed and the value of the units in the ILP sub-fund(s)
and the income accruing to the units, if any, may fall or rise. Past performance is not necessarily
indicative of the future performance of the ILP sub-fund(s).

Investment risks include foreign exchange risks for USS denominated policies, as such the Singapore
dollar return will depend on prevailing exchange rate which may be highly volatile.

These insurance plans are underwritten by AIA Singapore Private Limited (Reg. No. 201106386R)
(“AlA™). Allinsurance applications are subjected to AlA’'s underwriting and acceptance. This presentation
is not a contract of insurance. The precise terms and conditions of these plans, including exclusions
whereby the benefits under your policy may not be paid out, are specified in the policy contract. You are
advised to read the policy contract.

The actual Policy Value will depend on the actual performance of the policy as well as any alterations
such as variation in the Insured Amount or premium, such as premium holiday or partial withdrawals.
There is a possibility that the Policy Value will fall to zero and in this case, policyholder can avoid the
policy lapsing by topping up additional premium.

You should seek advice from a qualified advisor and read the product summary and product highlights
sheet(s) before deciding whether the product is suitable for you. A product summary and product
highlights sheet(s) relating to the ILP sub-fund(s) are available and may be obtained from your AIA
Financial Services Consultant or Insurance Representative. A potential investor should read the product
summary and product highlights sheet(s) before deciding whether to subscribe for the ILP sub-fund(s).

As buying a life insurance policy is a long-term commitment, an early termination of the policy usually
involves high costs and the surrender value, if any, that is payable to you may be zero or less than the
total premium paid. You should consider carefully before terminating the policy or switching to a new
one as there may be disadvantages in doing so. The new policy may cost more or have fewer benefits at
the same cost. Protected up to specified limits by SDIC. This advertisement has not been reviewed by the
Monetary Authority of Singapore.

The information in this presentation is prepared by AlIA Investment Management unless specified and
presented by AlA Singapore Private Limited.
The information is presented as at 19 August 2024.
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