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Chart of the Week

US-Russia, US-Ukraine Talks Hint at Breakthrough, but Truce Still Elusive

Reconstruction Needs and Europe Defense
Spending to Keep Rising

> Trump met Putin in Alaska on Aug 15 and held talks Ukraine Risk Eases but Ceasefire Still Distant

with Ukraine’s president and seven European
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Major Stock Markets / Recap

Fed Minutes and Chip Tariff Risk Weigh on Growth, Cyclicals

» Trump said chip tariffs will be set within two weeks,
possibly as high as 200-300%, dragging
semiconductors and broader US equities lower.

Regional Index Performance (%) U.S. Sector Index Performance (%)
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Bond/ Commodities/ Forex / Recap

Rate-Cut Bets Ease; Bonds Dip, Dollar Strengthens, Oil Rebounds

» Fed Governor Schmid said rate cuts are not urgent,

noting key inflation data remain ahead of the
September meeting. His hawkish stance, along with
July Fed minutes showing most officials cautious on
cuts, pushed down rate-cut expectations and left
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What’s Trending

China, HK Equities Hold Highs as Liquidity Boosts Risk Appetite; Wealth Effect
What'’s Trending

» The Hang Seng Index is hovering near 25,000, up
nearly 27% YTD. China and HK equities have
performed strongly, with the SSE Composite—led
by financials and staples—surpassing pre-Covid
levels to a decade high. De-dollarization, easing
trade tensions, and accommodative policies have
underpinned the rally.

» Onshore liquidity shows signs of risk-taking. The
July M1-M2 growth gap narrowed, while the 10Y
CGB vyield rose from 1.6% to 1.7%, suggesting
capital rotation away from defensive fixed income.
With the SSE hitting new highs and valuations
rising, HSI trades at 11.5x forward PE, near its 10Y
average of 11.2x, supported by generally in-line
corporate earnings.

» Given high retail participation in A-shares, a
renewed market uptrend may trigger a wealth effect,
lifting consumption. 1Q mall tenant sales have
improved, and if households move past reluctance
to spend, consumption could enter a positive cycle,
benefiting China consumer stocks.

Source: Bloomberg, CEIC, 21 August 2025
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Weaker USD Supports HK Stocks
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In Focus

m Germany to Benefit as Auto Tariff Cut to 15% and Fiscal Expansion Lifts
Demand

» The US and EU reached a preliminary trade deal, 15% US Tariff on Autos and Other Sectors . . .
lowering tariffs to 15%—higher than the UK’s 10% but Favors Germany Germany Shifts Toward Fiscal Expansion
the lowest among the US’s top 10 trade-deficit —
partners. Official documents confirmed coverage of Trump’s Announced Tariff Brackets Top 10 L;:Jr:zg: Deficit o m Germany Fiscal Deficit/ GDP
semiconductors, autos, and pharmaceuticals, easing .

. : . . 50% India 0.0
EU trade-policy uncertainty and improving European
firms’ global competitiveness. 35% Canada

» US imports from Europe are concentrated in 30% China -0.5
pharma/chemicals, autos, and machiqery. German 259, Mexico
autos account for 17.5% of US imports from
Germany, far above other EU peers. With auto tariffs 20% Taiwan, Vietnam -1.0
reduced from the originally announced 25% to 15%, 19% Thailand
Germany is the biggest beneficiary.

15% EU, Japan, Korea 15

» In 2025, Germany will shift from post—Eurozone crisis '
austerity toward fiscal expansion, channeling up to % US Auto Imports as % of Total Imports from Major
EUR 1tn into defense and infrastructure via budgets 20 EU Nations
and special funds. Bloomberg estimates Germany’s 17.5 -2.0
fiscal deficit-to-GDP ratio will rise to around 3% in
coming years, providing meaningful support to its 15
economy and equities. -2.5 -2.4

10
2.8 2.8
5 36 -3.0 2.9
13 » -3.0
0 - . - - B2
Germany France ltaly Netherlands 3.5

2024 2025 2026 2027 2028 2029 2030
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In Focus

BoE Retains Room to Cut; UK’s 10% Tariff Advantage Seen Supporting Economy and Equities

UK Equities Outperform EU Peers Post US-UK
Deal

» Since August 2024, the BoE has cut rates by 125 bps, Slowing Wage Growth May Ease Core Inflation

maintaining a quarterly pace. While core inflation

ticked h|gher recently, SIOW'ng average wage grOWth % UK Core Inflation YoY — K Equ|ty Performance After Agreement
9 - JK Average Weekly Earnings YoY %
suggests disinflation ahead, giving the BoE more _
. 9 —EU Equity Performance After Agreement
easing room than markets currently expect.
7
» Despite steady cuts, GBP has strengthened, reflecting
. . 7
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infows from portfolio diversification amid USD >
weakness. With the dollar likely to remain soft 5
medium term, support for GBP should persist. 3
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» On May 8, the UK became the first country to secure o, 3
) ) ) 55 - BoE Policy Rate (LHS) ===GBP/USD (RHS) 1.40
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Source: Bloomberg.
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Asset Strategy

Asset Strategy / In Focus

Asset Type Market View Preferred Assets
Recent US data has disappointed, keeping attention on whether the Fed can deliver a September rate cut. With US equities near ~ Strategy: Add high-quality, low-volatility
record highs and valuations elevated, weaker 2H growth could increase correction risk. Investors should maintain balanced sector ~ Stocks; for long-term, focuson Al
exposure and flexibility. High-quality, low-volatility stocks can be added, while long-term investors may focus on Al, with software ~ themes with software and cybersecurity

Equities and cybersecurity favored within tech—building positions gradually on pullbacks. fa\ilcz)redk—accumulate gradually on
pullbacks.
In Europe, fundamentals are improving and valuations remain cheaper than the US. UK and German equities, less exposed to trade Regions: European equities, UK
risks, look preferable. Japan’s economy is strengthening, and with a trade deal in place, domestic demand and banks offer dip- equities, Japan domestic demand and
buying opportunities. bank stocks.
. ) ) ) ) . . Duration: Lock in yields with short- to
Signs of cooling growth and uncertainty over a September Fed cut left bonds slightly volatile. Short- to medium-term high-grade  medjum-term high-grade bonds,
bonds can be used to lock in yields. Within |G, A-rated and above blue-chip corporates are preferred, with attractive risk-adjusted  focusing on financials, industrials,
Bonds spreads in financials, industrials, energy, utilities, and communications. energy, utilities, and communications.
With the USD still weak, diversifying into non-USD bonds—such as euro- and SGD-denominated IG debt—can help manage  TYPe: Emphasis on financials,
currency risk industrials, energy, utilities, and
communications.
US labor market is cooling, and with Fed personnel changes tilting dovish, policy bias has softened. However, stronger-than- LBIZISD Consolidating with Downward
expected PPl adds uncertainty. The DXY may stay supported short term but remains structurally weak medium to long term.
Forex
Non-USD currencies such as the euro, yen, and pound are expected to trade with an upward bias amid volatility. EgvﬁerTésGBP: Fluctuating with
The USD is set to weaken medium to long term as rate cuts drive yields lower, while inflation risks and persistent fiscal deficits add
Commodity pressure. With both central banks and private capital continuing to buy gold, the metal retains upside potential and can be Gold: Bullish bias

accumulated gradually on pullbacks.
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» Strong Market Momentum, Earnings as True Test of Resilience

Hong Kong and China equities extended last year’s rally, with the Hang Seng Index up 27%
YTD, on par with major US, European, and Asia-Pacific markets. Market resilience has
been evident with higher turnover and a revived IPO pipeline. While short-term gains may
be event-driven, long-term trajectory hinges on fundamentals—making this earnings season
a key test of profitability.

» Accelerating Earnings Growth

As of Aug 20, 167 of 500 Hang Seng Composite constituents have reported results,
showing average earnings growth of 16%, beating consensus by 5%. Healthcare,
technology, and consumer staples led gains, with related stocks seeing strong share price
appreciation supported by solid earnings momentum.

» Value Opportunities Still Underpriced

Despite sizeable YTD gains, we believe part of the intrinsic value of select Hong Kong
stocks remains underpriced this earnings season, creating opportunities for investors to
uncover hidden value plays.
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Key Economic Data / Events

» AUGUST 2025

Key Economic Data / Events /Appendix

18 Monday

19 Tuesday

* US Jul Housing Starts
(Act:1,428k Est:1,297k
Prev:1,358k)

* US Jul Building Permits (Prelim)
(Act:1,354k Est:1,386k
Prev:1,393k)

* HK Jul Unemployment Rate
(Act:3.7% Est:3.5% Prev:3.5%)

20 Wednesday

* Eurozone Jul CPI YoY (Final)
(Act:2.0% Est:2.0% Prev:2.0%)

» Japan Jul Exports YoY
(Act:-2.6% Est:-2.1%
Prev:-0.5%)

« Japan Jun Core Machinery
Orders MoM
(Act:3.0% Est:-0.5%
Prev:-0.6%)

» Taiwan Jul Export Orders YoY
(Act:15.2% Est:16.7%
Prev:24.6%)

21 Thursday

* US Weekly Initial Jobless Claims
(Act:235k Est:225k Prev:224k)

* US Aug S&P Global Mfg PMI
(Act:53.3 Est:49.7 Prev:49.8)

* Eurozone Aug HCOB Mfg PMI
(Act:50.5 Est:49.5 Prev:49.8)

» Eurozone Aug Consumer
Confidence (Act:-15.5 Est:-14.7
Prev:-14.7)

» Japan Aug S&P Global Mfg PMI
(Act:49.9 Prev:48.9)

* HK Jul CPI YoY
(Act:1.0% Est:0.9% Prev:1.4%)

Friday

22

« Japan Jul Nationwide CPI YoY
(Act:3.1% Est:3.1% Prev:3.3%)

* Taiwan Jul Unemployment Rate
(Est:3.30% Prev:3.34%)

» Jackson Hole Central Bank
Symposium (thru Aug 23)

Monday

25

* US Jul New Home Sales
(Est:628k Prev:627k)

* US Jul Building Permits (Final)
(Prev:1,393k)

20 Tuesday

* US Jul Durable Goods Orders
MoM (Prelim)

(Est:-4.0% Prev:-9.4%)

» US Aug Conference Board
Consumer Confidence
(Est:96.4 Prev:97.2)

* HK Jul Exports YoY
(Prev:11.9%)

27

» Earnings: NVDA

Wednesday

28 Thursday

* US Weekly Initial Jobless Claims
(Prev:235k)

+ US 2Q GDP QoQ
(Est:3.1% Prev:3.0%)

» Eurozone Aug Consumer
Confidence (Final)
(Prev:-14.7)

* Eurozone Aug Economic
Sentiment
(Prev:95.8)

Friday

29

* US Jul Core PCE YoY
(Est:2.9% Prev:2.8%)

* US Jul Core PCE MoM
(Est:0.3% Prev:0.3%)

* US Aug Michigan Consumer
Sentiment (Final)
(Est:58.6 Prev:61.7)

» Japan Jul Industrial Production
MoM (Est:-1.1% Prev:2.1%)

* Japan Jul Unemployment Rate
(Est:2.5% Prev:2.5%)

» Japan Aug Tokyo CPI YoY
(Est:2.6% Prev:2.9%)

Source: Bloomberg
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Key Earnings Releases

Date

2025/8/18
2025/8/19
2025/8/19
2025/8/20
2025/8/20
2025/8/20
2025/8/21

2025/8/21

Source: Investing.com

Name

Palo Alto Networks Inc (PANW)
Home Depot Inc (HD)
Medtronic PLC (MDT)

TJX Companies Inc (TJX)
Lowe’s Companies Inc (LOW)
Analog Devices Inc (ADI)
Walmart Inc (WMT)

Intuit Inc (INTU)

Revenue (F)
(USD)

2.5B
45.44B
8.38B
14.14B
23.96B
2.76B
174.4B

3.74B

Actual Revenue
(USD)

2.5B
45.30B
8.60B
14.40B
23.96B
2.88B
177.4B

3.80B

EPS (F)
(USD)

0.89
4.72

1.23
1.01
4.24

1.95
0.74

2.66

Earnings Releases /Appendix

Actual EPS
(USD)

0.95
4.68
1.26
1.10
4.33
2.05
0.68

2.75

Exceed Expectation
Revenue EPS

V
V V
V V
V
V V
V
V V
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1



YTD Performance /Appendix

YTD Major Market / Asset Performance

Equities & Bond Markets YTD Performance (%) Currencies and Commodities Market YTD Performance (%)
® Max ®Min e Current ® Max ®Min e Current

S&P 500 USD Index
NASDAQ Euro
STOXX Europe 600 JPY

Nikkei 225 BTC -17.8 31.2
Shanghai Composite AUD
TAIEX Onshore CNY
EM Index 18.7 NTD
UST 10Y EM Currency

UST 2Y WTI Crude -18.4

Global IG Bonds Spot Gold 30.8
Global HY Bonds Base Metals
EM Bonds (USD) Agriculture

Source: Bloomberg, 22 Aug 2025




Technical Analysis /Appendix

Technical Analysis
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Market Monitor /Appendix

Market Monitor

U.S. CPI YoY (%) U.S. 10-Year Treasury Yield (%) U.S. Treasury Yield Spread (bps) U.S. Treasury Yield Curve (%)
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Market Monitor /Appendix

Market Monitor

U.S. Citi Economic Surprise

VIX Index VIX Term Structure Index* U.S. Citi Inflation Surprise Index*
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Source: Bloomberg, 22 Aug 2025 *The Citi Economic/Inflation Surprise Index measures the deviation between economic data/actual inflation and market expectations. A rising index indicates economic improvement/inflation

exceeding market expectations. 1
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Disclaimer and Important Notice

Hong Kong: The information contained in the document herein is confidential and is not intended for general public distribution or for use by any person or entity located or residing in any jurisdiction which restricts the
distribution of such information by KGI Asia Limited ("KGI") or any affiliate of KGI. Re-distribution of the document herein and any part thereof by any means is strictly prohibited. Such information shall not be regarded as
an offer, invitation, solicitation or recommendation to invest in or sell any securities or investment products to any person or entity in any jurisdiction. The above information (including but not limited to general financial and
market information, news services, market analysis and product information) is for general information and reference purpose only and may not be reproduced or published (in whole or in part) for any purpose without the
prior written consent of KGI Asia Ltd. Such information is not intended to provide investment advice and should not be relied upon in that regard. You are advised to exercise caution, and if you are in any doubt about such
information, you should seek independent professional advice.

You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You should carefully consider whether
investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

No representation or warranty is given, whether express or implied, on the accuracy, adequacy or completeness of information provided herein. In all cases, anyone proposing to rely on or use the information contained
herein should independently verify and check the accuracy, completeness, reliability and suitability of the information. Simulations, past and projected performance may not necessarily be indicative of future results.
Information including the figures stated herein may not necessarily have been independently verified, and such information should not be relied upon in making investment decisions. None of KGI, its affiliates or their
respective directors, officers, employees and representatives will be liable for any loss or damage of any kind (whether direct, indirect or consequential losses or other economic loss of any kind) suffered or incurred by any
person or entity due to any omission, error, inaccuracy, incompleteness or otherwise, or any reliance on such information. Furthermore, none of KGlI, its affiliates or their respective directors, officers, employees and
representatives shall be liable for the content of information provided by or quoted from third parties.

Complex Products refers to an investment product whose terms, features and risks are not reasonably likely to be understood by a retail investor because of its complex structure. Investors should exercise caution in
relation to complex products. Investors may lose the entire amount or more than the invested amount. For complex products with offering documents or information not reviewed by the Hong Kong Securities and Futures
Commission (SFC), investors should exercise caution regarding the offer. For complex products described as SFC-approved, such approval does not imply official endorsement, and SFC recognition does not equate to a
recommendation or assurance of the product's commercial viability or performance. Past performance data, if provided, is not indicative of future performance. Some complex products are only available to professional
investors. Before making any investment decisions, investors should review the offering documents and other relevant information to understand the key nature, features, and risks of the complex products. Independent
professional advice should be sought, and investors should have sufficient net assets to bear the potential risks and losses associated with the product. Members of the KGI group and their affiliates may provide services
to any companies and affiliates of such companies mentioned herein. Members of the KGI group, their affiliates and their directors, officers, employees and representatives may from time to time have a position in any
securities mentioned herein.

Bond investment is NOT equivalent to a time deposit. It is NOT protected under the Hong Kong Deposit Protection Scheme. Bondholders are exposed to a variety of risks, including but not limited to: (i) Credit risk - The
issuer is responsible for payment of interest and repayment of principal of bonds. If the issuer defaults, the holder of bonds may not be able to receive interest and get back the principal. It should also be noted that credit
ratings assigned by credit rating agencies do not guarantee the creditworthiness of the issuer; (ii) Liquidity risk - some bonds may not have active secondary markets and it would be difficult or impossible for investors to
sell the bond before its maturity; (iii) Interest rate risk — When the interest rate rises, the price of a fixed rate bond will normally drop, and vice versa. If you want to sell your bond before it matures, you may get less than
your purchase price. Do not invest in bond unless you fully understand and are willing to assume the risks associated with it. Please seek independent advice if you are unsure.

All investments involve risks. The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit
made as a result of buying and selling securities. Prices of securities and fund units may go up as well as down and past performance information presented is not indicative of future performance. Investors should read
the relevant fund's offering documents (including the full text of the risk factors stated therein (in particular those associated with investments in emerging markets for funds investing in emerging markets)) in detail before
making any investment decision. You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You
should carefully consider whether investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

Singapore: This document is provided for general information and circulation only, and is not an offer or a solicitation to deal in any securities or to enter into any legal relations, nor an advice or a recommendation with
respect to any financial products mentioned herein. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should ensure that you understand
the risk(s) involved and should independently evaluate particular investments and consult an independent financial adviser before making any investment decisions. All information and opinions contained herein is based
on certain assumptions, information and conditions available as at the date of this document and may be subject to change at any time without notice.
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