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Winds of change favour China’s advanced
tech companies

Author [ Allianz Global Investors, 09/2022

China has a long history at the forefront of innovation, and government policy is ensuring it continues that
tradition to drive the next stage of the country’s ongoing economic growth story.

Key Takeaways

e China has ambitious economic growth targets, and advances in tech and innovation will be integral to
achieving this vision
e Government policy is fostering innovation in China, with recent policy changes relating to the tech sector

helping industrial tech players to outperform consumer tech
e Companies that embrace these changes — in available technology and government policy — will be well

positioned to benefit

China’s most recent five-year plan, published in 2020, featured the word “innovation” 165 times while
“digital” appeared 81 times. By contrast, “the Communist Party” was mentioned only 54 times. The
importance China’s government is placing on its intensifying quest to become a tech superpower is clear,
as it looks to double its GDP by 2035.
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China’s recent growth story has been synonymous with consumer tech — both platforms and
hardware — but the country is sharpening its focus on high-tech manufacturing, and embarking on a
new wave of innovation intended to secure its position as the global leader in industrial tech.
Succeeding in this goal will be key to China achieving self-sufficiency in those areas of the economy
that it considers most strategically important, such as building the tech infrastructure needed to
underpin the country’s targeted growth.

Notably the government has adopted a policy of channeling investment and

p / resources into industrial tech over consumer tech. Equity markets foresaw

2 g this change in tech policy as long ago as 2019, when the semiconductor

& P index started to outperform the internet index. That was two years before
x‘ a high-profile crackdown on consumer tech began in 2021, which saw

tighter government monitoring and stricter regulatory enforcement in the

P

sector, impacting several big-name Chinese tech stocks.

A Shift in Government Focus on Tech

These policy shifts can tell us a lot about government plans for the future of tech in China. As a result,
some domestic Chinese stocks could appeal to investors looking to benefit from China’s ongoing
emergence as a distinct tech superpower.

Evidence of China’s new wave of innovation abounds. It is already the world’s largest market for electric
vehicles (EVs), accounting for about 40% of global sales; it is the world leader in renewables, with more
than 70% of global output across the solar production chain; it has more than 1,000 new drugs currently
in development; and is the world’s largest market for industrial robots.

Exhibit 1: Global R&D expenditure (USD bn)
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Source: OECD data, Allianz Global Investors, as of 2020
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Additionally, China accounts for the highest number of patent and trademark applications globally; in 2020,
the country accounted for 45.7% of all patent filings and 54.3% of trademarks.! As Exhibit 1 shows, North
America still leads in terms of research and development spending, but China is closing the gap.

Policy supporting new tech

Those companies at the forefront of harnessing new technologies are benefiting from policy and economic
tailwinds, which are accelerating their profit growth. We believe that opportunities will exist for investors
in areas such as industrial automation, green tech, healthcare, semiconductors, and smart transportation.

Robot density is often used as a yardstick of a country’s technological development. With an ageing
population and increasing labour costs, Chinese companies are embracing industrial automation and
installing robots at a rate that has seen the country quickly rise to rank in the top 10 countries globally in
terms of robot density. The adoption of robotics is likely still at an early stage and there remains further
room for growth.

Semiconductors are probably even more important for the country’s future ambitions. By value, China
imports more semiconductors than it does oil. The chips are the key commodity for various aspects of
manufacturing tech. Just consider EVs: as Exhibit 2 shows, semiconductors are needed for functions
including motor control, cameras, human-machine interaction, high-performance processors, display
systems and many other features. As demand for the technology underpinned by semiconductors rises, so
demand for the semiconductors themselves will likely rise in line.

Exhibit 2: Semiconductor demand to rise with technological advancement (eg, smart transportation)
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Exhibit 3: Number of Chinese clinical trials for “innovative” drugs
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Source: PharmaGO database as at May 2022. The information above is provided for illustrative purposes only, it should not be considered a
recommendation to purchase or sell any particular security or strategy or an investment advice. Past performance, or any prediction, projection
or forecast, is not indicative of future performance

Pioneering medicine

Another area of innovation that is growing rapidly — driven
by the burgeoning needs of a population which is growing
older and more affluent, but less healthy— is healthcare.
By 2060, we estimate that China’s population will include
about 400 million over-65s — almost a third of the
population. About half of that number are predicted to
suffer from cancer or cardiovascular or neurological
diseases. At the same time, rates of diabetes and obesity
are surging among younger people.

To treat these illnesses, innovation in drug development
and medical devices is booming. As Exhibit 3 illustrates,

there are around 1,500 drugs in clinical trials, up from - . |
about 300 as recently as 2016. il

Healthcare innovation will likely drive further opportunities for investors as China seeks to build on its
long history of pioneering medicine. Currently the market capitalisation of the five biggest Chinese
healthcare companies, equates to only about a quarter of the five largest EU healthcare firms, and just
15% of the five largest US firms’ market cap. We anticipate significant room for further growth in the
next 10 to 20 years.
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Industrial tech and healthcare driving China’s growth

While sectors like domestic consumption and real estate led China’s growth in the past decade, in the
2020s the baton has been handed to advanced technology, most notably industrial tech and healthcare.
The importance of these sectors to the broader Chinese economy should mean that the government

continues to foster a supportive environment for companies operating in these areas.

These sectors have already seen significant expansion, as Exhibit 4 shows. Those companies harnessing
innovation most successfully should yield still greater opportunity in the future.

Exhibit 4: Number of stocks per sector in MSCI China and MSCI China A Onshore Index combined
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Disclaimer

Information herein is based on sources we believe to be accurate and reliable as at the date it was made. We reserve the right
to revise any information herein at any time without notice. No offer or solicitation to buy or sell securities and no investment
advice or recommendation is made herein. In making investment decisions, investors should not rely solely on this publication
but should seek independent professional advice. There is no guarantee that these investment strategies and processes will be
effective under all market conditions and investors should evaluate their ability to invest for a long-term based on their individual
risk profile especially during periods of downturn in the market. Past performance, or any prediction, projection or forecast, is
not indicative of future performance. The duplication, publication, extraction, or transmission of the contents, irrespective of the
form is not permitted. This publication has not been reviewed by Monetary Authority of Singapore (MAS) and is published for
information only. The issuer of this publication is Allianz Global Investors Singapore Limited (79 Robinson Road, #09-03, Singapore
068897, Company Registration No. 199907169Z).

About Allianz Global Investors

Allianz Global Investors is a leading active asset manager with over 600 investment professionals in over 20 offices worldwide
and managing EUR 521 billion in assets. We invest for the long term and seek to generate value for clients every step of the
way. We do this by being active —in how we partner with clients and anticipate their changing needs, and build solutions based
on capabilities across public and private markets. Our focus on protecting and enhancing our clients’ assets leads naturally to
a commitment to sustainability to drive positive change.

Active is: Allianz Global Investors

Data as at 30 September 2022. Total assets under management are assets or securities portfolios, valued at current market
value, for which Allianz Asset Management companies are responsible vis-a-vis clients for providing discretionary investment
management decisions and portfolio management, either directly or via a sub-advisor. This excludes assets for which Allianz
Asset Management companies are primarily responsible for administrative services only. Assets under management are

managed on behalf of third parties as well as on behalf of the Allianz Group.

Allianz @)

Global Investors
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Are Investment-Linked Plans (ILPs) worth investing in?

Author | Etiga Insurance Pte. Ltd

There are many different types of investment products out there, and one that has traditionally divided

opinion is none other than Investment-Linked Plans (ILPs).

A hybrid product that combines both insurance and investment, some like it for its flexibility and multi-
functionality. Then there are those who believe that you’re better off keeping your investments and
protection separate. No matter which camp you belong to, find out if ILPs are worth investing in, and

when you might want to consider them over other investment products, or not.

But first, what makes something worth investing in?
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What makes a good investment? \
)

The first characteristic of a good investment is its ability to make
you money. But that’s not all you should look at. All investments
come with risks, so it’s important that you find an investment that
is suitable for you before pumping your hard-earned savings into
the product.

Besides earning you money, a good investment is one that matches your risk tolerance and financial
objectives. Here are things to look out for when identifying a good investment.

e Potential rate of returns: Are the returns attractive?

e Investment risks: Are returns or the capital guaranteed? What risks are you exposed to, and is
it within your risk tolerance?

e Simple: Is the product easy to understand?

e Transparent: Do you know where your money is going, and how the investment works?

e Time horizon: How long do you have to hold on to the product for the best results? Does it fit in
your financial plan?

For example, if you are risk averse and prefer a product that gives you guaranteed returns, then perhaps
a good investment for you would be endowment plans or deposit products. However, if you have a
higher risk appetite and are looking for potentially greater returns, ILPs could be the answer.

ILPs can be a good investment if you have a mid to longer term investment horizon to ride out market
fluctuations. Though returns are not guaranteed, ILPs tend to offer higher rates of returns along with
attractive bonuses. It can be a good addition to your investment portfolio if you are looking to diversify
it with higher growth products.

However, not all ILPs are made equal. Depending on what type they are, they can be structured quite
differently.
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How are ILPs structured?

There are primarily two types of ILPs. The first type is insurance-based ILPs, also known as the traditional
type, where your premiums are used to purchase fund units and a portion of these are then sold to finance
the insurance component of your policy. Sounds complicated, doesn’t it?

To add on to the complexity, insurance charges are likely to increase as you grow older, and you might have
to sell off more units to get the protection you need, which affects the cash value of your policy.

To simplify things, a newer type of ILP was introduced. This is also known as investment-based ILPs, where
100% of your premiums go towards purchasing investment units. There is still an insurance component, but
this is usually calculated as a percentage of your premiums -- for example, 105% of the premiums paid. With
the second type of ILPs, things are much more transparent and clear-cut.

ILPs vs investing directly: Pros and cons

With investment-based ILPs, all of your premiums are invested into the fund units. How does this differ
from investing directly in unit trusts? While you can most definitely invest directly into your preferred
instruments, there are times when an ILP has its benefits.
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Investing in ILPs Investing directly in unit trusts
PROS: PROS:
e Potentially higher rate of returns with e Flexible and liquid, you can withdraw
attractive bonuses your investment anytime
e Access to exclusive funds including e Wide range of funds to choose from

institutional funds
e Full control of your investment

e Wide range of funds to choose from strategy with fund switching
e Partial withdrawals or premium e Managed by professional fund
holidays may be allowed managers

e Includes Death coverage

e Full control of your investment
strategy with free unlimited fund
switching

e Managed by professional fund

managers

CONS: CONS:

e (Capital is not guaranteed e (Capital is not guaranteed

e Returns are not guaranteed e Returns are not guaranteed

e Fees and charges may include policy e Customers who purchase unit trusts
administrative charges, insurance directly may be charged per
charges, fund management fees, transaction including for switching.
partial withdrawal charges and
surrender charges e Fees and charges may include upfront

sales charge, ongoing adviser fees,
fund management fees and platform
fees
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Depending on what your needs are, there may be instances when investing in ILPs brings about more merits
than investing on your own, such as lower cash outlay, access to professionally selected funds and funds
that may not be readily available to retail investors.

Bonuses, access to selected funds and charges

Most ILPs also come with multiple bonuses. Certain ILPs offer start-up bonus in the initial years of your
investment and/or loyalty bonus from a specified number of policy years onwards.

Bonuses will go towards purchasing more units of investment in your policy, which means that you will be
able to get more with the same amount of money, as compared to investing in unit trusts directly.

In addition, ILPs also allow access to professionally selected funds and funds that may not be readily available
to retail investors. For example, funds that typically require large minimum investment and/or subsequent
investment amount. This, in turn allows you exposure to more investment opportunities compared to retail

investors.

Last but not least, ILPs usually carry fees and charges such as policy administration charges, insurance
charges as well as fund management fees. It is thus important that these charges are transparent and clearly
stated upfront by the insurer so that you know what you are paying for.

eTiQa

Insurance
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Disclaimer

Investment-linked Plans (ILP) invest in ILP sub-fund(s) and are subject to investment risks 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).

A funds summary and product highlights sheet(s) relating to the ILP sub-fund(s) are available and may be obtained from us via
https://www.etiga.com.sg/portfolio-funds-and-ilp-sub-funds. A potential investor should read the product summary, funds

summary and product highlights sheet(s) before deciding whether to subscribe for units in 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 premiums paid. You should seek advice
from a financial adviser before deciding to purchase the policy. If you choose not to seek advice, you should consider if the
policy is suitable for you. This content is for reference only and is not a contract of insurance. Full details of the policy terms and
conditions can be found in the policy contract.

These policies are protected under the Policy Owners’ Protection Scheme which is administered by the Singapore Deposit
Insurance Corporation (SDIC). Coverage for your policy is automatic and no further action is required from you. For more
information on the types of benefits that are covered under the scheme as well as the limits of coverage, where applicable,
please contact us or visit the Life Insurance Association (LIA) or SDIC websites (www.lia.org.sg or www.sdic.org.sg).

This advertisement has not been reviewed by the Monetary Authority of Singapore.

Article contributed by: Etiga Insurance Pte. Ltd (Company Reg. No. 201331905K).
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About Etiqa

Etiga is owned by Maybank Ageas Holdings Berhad, a joint venture company that combines local market knowledge with
international insurance expertise. The company is 69% owned by Maybank, the fourth largest banking group in Southeast Asia
with more than 22 million customers worldwide in 20 countries; and 31% by Ageas, an international insurance group with 33
million customers across 16 countries and a heritage that spans over 190 years. As a licensed life and general insurance
company registered in the Republic of Singapore and regulated by the Monetary Authority of Singapore (MAS), we are
governed by the Insurance Act.

Etiga has been protecting Singaporeans since 1961 with a range of general insurance solutions that constantly evolve to meet
their ever-changing needs. Etiga was the appointed insurer for the Housing Development Board (HDB) Fire Insurance Scheme
in Singapore for 10 consecutive years, having protected more than 550,000 homes from 2009 to 2019.

In 2014, Etiga added a comprehensive suite of life insurance solutions, including protection, savings and retirement, and
subsequently legacy planning and universal life solutions to our portfolio to better serve our growing customer base and the

needs of the modern day consumer.

Our relentless dedication to being a digital and innovative insurer has resulted in new solutions, such as pioneering online
insurance savings plans direct to customers, and the delivery of a customer-centric experience.

For more information, visit www.etiga.com.sg

Article contributed by: Etiga Insurance Pte. Ltd (Company Reg. No. 201331905K)
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PIAS Investment Outlook (Q1 2023)

Author | Mavis Tan, Investment Strategy, Partnership Management, Professional Investment Advisory Services Pte Ltd.

2022 will go down in history as a year
with one of the steepest tightening
cycles in the last few decades, as
central banks confront inflation. Both
bond and equity markets bore the
brunt of rising rates, registering sharp
losses, and posting overall negative
returns from the year before. Fast
forward to the final quarter of the

year, price pressures are showing signs

of peaking (Chart A) and central banks may be arriving at their terminal rates soon, as policymakers
signal a deceleration of rate hikes. However, quarters of monetary tightening had also inevitably
ushered in recessionary fears (Chart B). An economic downturn this year — largely expected as a
matter of how deep, not how soon — has been a source of worry for investors and driving market
sentiments.

In the US, inflation is moderating from its peak, but November’s reading of 7.1% remains much
higher than Federal Reserve’s long-term target of 2%. While the Fed had toned down on its hawkish
stance with a smaller increase from previous months, its commitment to quell inflation has been
reiterated. The Fed’s monetary policy consists of ‘dual mandates’ — managing stable inflation, as well
as the unemployment rate. We believe an economic downturn could be cushioned by a resilient
labour market and consumption. However, volatilities may stem from policy mistakes if the Fed is
too persistent on meeting the inflation target and seeing extensive unemployment before a policy
pivot. While we retain our Neutral view of the US, the equities market would continue to be highly
reactive to policy expectations — and counterintuitively, good economic data may be interpreted
as bad news for equities, and vice versa.

As the war in Ukraine is possibly turning out to be a multi-year conflict with no obvious or permanent
signs of de-escalating, the world embraces an era of elevated commodity prices, with the impact
especially felt in Europe. The ongoing energy crisis in Europe and a hawkish ECB could continue to
strain the region’s growth. While November’s inflation data has cooled to 10.10% from the month
before, price pressures are not likely to diminish immediately, and more aggressive rate hikes are
probably required by ECB than the Fed. With stubbornly higher inflation and potentially more room
for rate hikes than other developed markets, we maintain our cautious outlook for Europe, given
its vulnerability to expensive fuel prices and expectations of negative growth and stagflation.
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Inflation of US, Eurozone and UK (Chart A)
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Probability of Recession in the US, UK and Euro Area (Chart B)
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In November, the financial markets reacted positively to the much-anticipated relaxation of China’s
covid-restrictions as the world’s second-largest economy exits its zero-covid stance. The
announcement of a 16-point policy in support of China’s battered property sector added another
reason for financial markets to cheer. Despite the significant policy pivots, we remain Neutral on
China in the near term but cautiously optimistic over the longer term. We believe China’s recovery
could be uneven and the early phases of re-opening may be rocky due to the resurgence of covid
cases. Likewise, for the real estate sector, homebuyers’ sentiments remained weak and would
require time before any material improvements. However, it is notable that the rescue policies
minimized a systemic default risk in the sector. As global demand slows, the re-opening of China may
further ease the supply chain squeeze and benefit export-oriented economies such as South Korea
and Taiwan. We believe Asia offers attractive valuations with bright spots such as India, which is
forecasted to deliver higher-than-average growth with a relatively muted inflationary impact,
giving rise to our slightly positive view of the region.

As we acknowledge the consequential global slowdown from policies tightening and prolonged
geopolitical conflicts, opportunities do exist during downturns and the market may move ahead of
itself. While we continue to expect market volatilities, there may be opportunity costs associated
with taking an overly conservative stance. We, therefore, recommend investors to stay invested in
a well-diversified portfolio and avoid the recency bias from last year’s experiences in the financial
markets.

Author | Mavis Tan, Investment Strategy, Partnership Management | PIAS
Source | Charts extracted from Bloomberg, December 2022
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YOUR PRIVACY
Your privacy is important to us. If you do not wish to receive information of this kind in the future, please contact your adviser.

DISCLAIMER

The views expressed in this presentation reflect the views of the Professional Investment Advisory Services Pte Ltd (“PIAS”).
The information provided herein is intended for general circulation and are not intended for distribution to, or use by, any
person or entity in any jurisdiction or country where such distribution or use will be contrary to local law or regulation. This
presentation may not be copied, either in whole or in part, or distributed to any other person without our specific prior
consent. PIAS and its affiliates, directors, associates, connected parties, employees and/or Representatives may own or have
an interest in the securities covered in this material. PIAS does not make any representation or warranty (express or implied)
as to its accuracy, completeness, timeliness or correctness for any particular purpose.

The content in this presentation may consist of the past performances of markets, sectors and funds. These are provided for
reference only and do not have regard to the specific investment objectives, financial situation or the particular needs of any
recipient. Henceforth, the contents shall not be construed as an offer or solicitation to buy, sell or subscribe for any investment
or life insurance product or the giving of advice thereof. Accordingly, no warranty whatsoever is given and no liability
whatsoever will be accepted by PIAS for any loss arising whether directly or indirectly as a result from you acting based on this
information.

All investments, past performance of the mentioned collective investment schemes and life insurance policies and any
projection of the economies, stock markets, bond markets and the economic trends of the markets are not necessarily
indicative of the future performance. All investments, collective investment schemes and life insurance policies are subject to
investment risks, including the possible loss of the principal amount invested. Opinions and estimates are subject to change
without notice. You are advised to read very carefully the applicable prospectus, product highlight sheet and/ or profile
statement of the collective investment schemes, as well as the applicable product summary, benefit illustration and product
highlight sheet in respect of the life policies. To the maximum extent permitted by law, PIAS accepts no liability for any losses
or damages (including direct, special, indirect, consequential, incidental or loss of profits) if any kind arising from or in
connection with any reliance and/or use of the information (including any error, omission or misstatement, negligent or
otherwise) or further communication, even if PIAS has been advised of the possibility thereof.

Please seek advice from a Financial Adviser Representative or consult a professional regarding the suitability of the investment
product, taking into account your specific investment objectives, financial situation or particular needs, before making a
commitment to purchase the investment product. In the event that you choose not to seek advice from a Financial Adviser
Representative or a professional, you should consider whether the product in question is suitable for you.

This advertisement has not been reviewed by the Monetary Authority of Singapore.

Co. Reg. No. 200106346Z | Financial Advisory Licence No. FAOO0008-4

Head Office
6 Shenton Way, OUE Downtown 2,
#09-08, Singapore 068809

+65 6372 5700
+65 6372 5950
pias.enquiry@singlife.com
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www.proinvest.com.sg

PIAS

PROFESSIONAL INVESTMENT ADVISORY SERVICES
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