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AlA Asset Allocation View

May 2025

The trade conflict between the U.S. and its trading
partners is causing major economic disruptions, with the
Trump’'s administration’s fast-changing shifts on tariff
policies spurring swings across asset classes. A 90-day
pause on reciprocal tariffs has since been announced by
U.S. President Trump beyond the base 10%, applicable to
all countries except for China in a bid to give trading
partners time to negotiate for opportunities to strike
deals to avoid the tariffs.

The U.S. economy shrank 0.3% in Q1 this year, its first
contraction since 2022, mostly a result of companies
front-loading imports ahead of impending tariffs, coupled
with easing consumer and government spendings. At the
same time, the above-consensus U.S. non-farm payroll
that increased a seasonally adjusted 177,000 for April,
continues to point towards a resilient economy that helps
offset some

AlAInvestments

concerns on the tariff impacts. Confronted with a
conflicting backdrop, the U.S. Federal Reserve (Fed)
next meeting is on 6-7 May as they continue their focus
to balance their dual mandate of price stability and full
employment.

In its April World Economic Outlook (WEQ) update, the
International Monetary Fund (IMF) trimmed its
projection for global growth to 2.8% in 2025 and 3.0%
growth next year, down from its previous forecast of
3.3% growth this year and in 2026, in lieu of the
escalated trade tensions that may lead to slower growth
and a more clouded outlook ahead. The European
Central Bank (ECB) cut interest rates for the seventh
time in a year in April and cut its deposit facility rates to
2.25% from 2.50%, warning that economic growth will
take a hit from U.S. tariffs.

Developed Countries S ZE3
Dow Jones BIBHT T T 19158
Euro Stoxx BATCET TR 16 8
Nikkei 225 H#& 19158

East Asia 5Ran
CSI 300 JEi#30015&!
Hang Seng Index BA581
KOSP| BBEl & IR B8

40,669 -4.4

542 7.2
36,045 -9.6
3,771 -4.2
22,119 10.3
2,657 6.5

Source: CEIC. Past performance is not necessarily indicative of future performance. Data as of end-Apr 2025.

Maintain some cash for
tactical opportunities when
markets stabilize.

S
Asset\

Allocation

Fixed Income: Maintain Neutral position

e Dual directional risks stemming from
the impact of potential U.S. growth
downgrades and sticky inflation,
creating a balanced risk outlook in the
near term, despite expectations for
lower medium-term fair values on U.S.
long-end government bond yields.

e Credit spreads have begun to widen
from last year's record lows, indicating a
likely continuation of this trend in the
medium term, albeit with a significant
market disruption remaining unlikely.

Global Equities: Revised to Underweight
Position

* U.S.: Policy uncertainty and supply
disruptions are weighing on near-
term growth, raising the risk of a
technical recession. Valuation are the
most expensive and U.S. remains the
center of global uncertainty.

* Europe: Germany's fiscal stimulus,
increased EU defense spending, and
ECB's easing monetary policies help
cushion the impact of the U.S. tariffs.

Asia Ex-Japan Equities: Maintain Neutral
position

* Maintain our Neutral position on Asia
ex-Japan (AxJ) equities due to mixed
signals from the region. Major risks
stem from external factors, including
the impact of trade tariffs and supply
chain disruptions.

* More optimistic outlook on China
equities: China equities can be
relatively defensive in the trade
dispute with potential policy support.

Published by AIA Investment Management HK Limited (“AIMHK").
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Disclaimer & Terms of Use

AlA Investment Management HK Limited (AIMHK)

This document is prepared by AIA Investment Management HK Limited (“AIMHK") for information purposes only. This does
not take into account the specific investment objectives, financial situation and particular needs of any persons. An investor
may wish to seek advice from a financial adviser regarding the suitability of the investment product, taking into account the
specific investment objectives, financial situation or particular needs of any person in receipt of the document, hefore the
person makes a commitment to purchase the investment product. Nothing in this document should be construed as
investment, tax, legal or other advice. References to specific securities , if any, are presented to illustrate the application of
our investment philosophy only and are not to be considered as recommendation by AIMHK.

The information herein should not be used as the basis of any investment decision. This document does not constitute an
offer to sell or the solicitation of an offer to buy any security or investment or advisory service, or a recommendation of any
such security or service, that may be referenced on or through this document. This document and nothing in this document
shall be construed to be marketing or advertising for any security or collective investment scheme referenced in or through
this document and is not an invitation to acquire, subscribe, acquire an interest in or participate in the same. All views
expressed and references to specific securities or investment, if any, are included for illustrations only. Any scheme
described as having been authorised by the Securities and Futures Commission of Hong Kong does not imply official
recommendation. No representations or warranties are given as to the reliability, suitability, usefulness, accuracy and
completeness of the information.

The information contained herein (including opinions and views) is subject to change without notice. AIMHK, its directors,
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
AIMHK's negligence or otherwise, if any. Past performance figures, and any economic and market trends or forecast, if any,
are not necessarily indicative of future performance of any strategy or portfolio. Investment is subject to investment risks,
including the possible loss of the principal amount invested. Financial markets are volatile and can fluctuate significantly in
response to company, industry, political, regulatory, market, or economic developments. These risks are magnified for
investments made in emerging markets. No investment strategy or risk management technique can guarantee returns or
eliminate risk in any market environment. Diversification or asset allocation does not guarantee a profit nor protect against
loss in any market.

Unless otherwise specified, all data is sourced from AIMHK. This document cannot, without our consent, be reproduced,
amended or circulated in whole or in part to policyholders and potential investors, for whatever purpose or reason. For the
avoidance of doubt, this document must not be used for sales presentation or illustration or like purposes. This document
may only be used and/or received in accordance with the applicable laws in your jurisdiction. All investments involve risks,
and past performance shown is not indicative of future performance.

The document is issued by AIMHK and has not been reviewed by the Securities and Futures Commission of Hong Kong.
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