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Global Market and Currency Outlook
Farewell to the Lonesome Dollar March
A common thread running over the course of 2018 is the widespread acceptance of the greenback as the market’s
default currency of choice. The dollar strength will, in our view, run into quicksand however. In the absence of fiscal
thrust, the US economy will not remain a bastion of singular outperformance. Our expectation is that investors could
be on the lookout for one last USD rally to sell into.
Said differently, most currencies are projected to gain against the USD in the second half of 2019. A renewed
appetite for value stocks might set stage for a firmer EUR. Across the English Channel, the UK government led
by Theresa May will likely to capitulate on the controversial sticking points in Brexit negotiations. The GBP will
catch a bid tone again. Turning to Asia, Japan is a prime target on Trump’s hit list. The protectionist forces will put
JPY under strain. The Chinese economy is on slippery slope, so a sensible response is to allow the RMB to
depreciate. The USD/CNH 7.0 handle wouldn’t be held on for long. AUD investors need to see better data in
China before they will find the courage to buy and hold the commodity currency. Of note, NZD’s isolation from
China-centric shock will make it less vulnerable than its peers.
Source: Shanghai Commercial Bank Limited

Asset Managers’ Corner – J.P.Morgan Asset Management
The global economy: From great to good
Developed economies’ growth should peak in 2018, according to the International Monetary Fund (IMF). We do not expect that recession is imminent, but some factors
supportive of strong economic growth could slowly fade. The U.S. fiscal stimulus that helped push growth to around 3% in 2018 will likely ebb in early 2019, reducing growth
to about 2%. Meanwhile, rising interest rates in the U.S., which we expect will continue in 2019, should also gradually lower corporate spending, given companies’ relatively
high levels of leverage. As spare capacity to facilitate growth becomes scarce, U.S. economic growth would depend on greater productivity, which is more difficult to achieve.
Consumers will likely remain a bright spot, supported by healthy household balance sheets and a strong a job market.

Monetary policy and the U.S. dollar reach a crossroads
We expect 2019 will be an important year for monetary policy in the U.S. and other major economies around the world. The Federal Reserve (Fed) will likely hike rates by 25
basis points (bps) again in December, and two more times in the first half of 2019. This would bring the policy rate to 2.75%–3.00%, achieving the Federal Open Market
Committee’s (FOMC) long-term projection. The U.S. economy is operating at full capacity with the jobless rate at a multi-decade low, which could continue to drive inflation in the
medium term, especially if the government introduces more fiscal stimulus. Such a combination would require the Fed to continue gently tapping the brakes. In our view,
tightening beyond the 2.75%–3.00% level would imply that monetary policy in the U.S. has entered restrictive territory, putting more pressure on growth.
The U.S. dollar continues to be a critical driver of asset performance, especially in emerging markets and Asia. Following a year of USD strength in 2018—due to the
outperformance of the U.S. economy and corporate earnings as well as higher USD interest rates—we believe the currency’s risk in 2019 is on the downside. U.S economic
growth is likely to converge with the rest of the world’s as fiscal stimulus fades, while rising current account and fiscal deficits should pressure the currency to adjust. A persistent
trade deficit could prompt U.S. President Donald Trump to tout the benefits of currency depreciation, though it is not clear what impact rhetoric alone would have on the dollar.

Risks to watch out for: Trade war, geopolitics and technical
Geopolitics remains at the top of the list of concerns that could upset our benign view of the global economy in
2019. The ongoing U.S.-China trade confrontation could persist. However, instead of an unrelenting conflict we
expect Beijing and Washington to go through intermittent rounds of threats over tariffs and export restrictions. The
potential for further damage to their economies should help deter the countries from taking their threats too far. But
the uncertainty emanating from trade tension is likely to lead the global business community to reconsider its
long-term strategy for structuring its global supply chain.
Tensions in the Middle East could generate a spike in energy prices, at a time when the U.S. shale oil industry is
constrained by infrastructure bottlenecks, causing it to struggle to expand to provide additional supply. And political
developments in Europe could continue to challenge that region’s unity. While we do not expect any member of
the eurozone to leave the bloc, tensions could spark financial stress for countries on the periphery, such as Italy.
Investor sentiment could also turn more skittish as market participants shift their focus to growth and inflation data.
The year 2018 can be seen as a period in which the investor mood beat fundamentals, with equity valuations
suffering significant de-rating even as earnings remained respectable. Investors may also turn their attention to
more technical factors, such as market liquidity, as well as the potential impact of financial innovations and
regulatory change on market volatility.
The Market Insights program provides comprehensive data and commentary on global markets without reference to products. Designed as a tool to help clients understand the markets and support investment decision-making,
the program explores the implications of current economic data and changing market conditions.
For the purposes of MiFID II, the JPM Market Insights and Portfolio Insights programs are marketing communications and are not in scope for any MiFID II / MiFIR requirements specifically related to investment research.
Furthermore, the J.P. Morgan Asset Management Market Insights and Portfolio Insights programs, as non-independent research, have not been prepared in accordance with legal requirements designed to promote the
independence of investment research, nor are they subject to any prohibition on dealing ahead of the dissemination of investment research.
This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be used as advice or a recommendation for any specific investment product, strategy, plan
feature or other purpose in any jurisdiction, nor is it a commitment from J.P. Morgan Asset Management or any of its subsidiaries to participate in any of the transactions mentioned herein. Any examples used are
generic,hypothetical and for illustration purposes only. This material does not contain sufficient information to support an investment decision and it should not be relied upon by you in evaluating the merits of investing in any
securities or products. In addition, users should make an independent assessment of the legal, regulatory, tax, credit, and accounting implications and determine, together with their own professional advisers, if any investment
mentioned herein is believed to be suitable to their personal goals. Investors should ensure that they obtain all available relevant information before making any investment. Any forecasts, figures, opinions or investment techniques
and strategies set out are for information purposes only, based on certain assumptions and current market conditions and are subject to change without prior notice. All information presented herein is considered to be accurate
at the time of production, but no warranty of accuracy is given and no liability in respect of any error or omission is accepted. It should be noted that investment involves risks, the value of investments and the income from them may
fluctuate in accordance with market conditions and taxation agreements and investors may not get back the full amount invested. Both past performance and yields are not reliable indicators of current and future results.
J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide. To the extent permitted by applicable law, we may record telephone calls and monitor
electronic communications to comply with our legal and regulatory obligations and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our Company’s
Privacy Policy. For further information regarding our regional privacy policies please refer to the EMEA Privacy Policy; for locational Asia Pacific privacy policies, please click on the respective links: Hong Kong Privacy Policy,
Australia Privacy Policy, Taiwan Privacy Policy, Japan Privacy Policy and Singapore Privacy Policy.
This communication is issued by the following entities: in the United Kingdom by JPMorgan Asset Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European jurisdictions by
JPMorgan Asset Management (Europe) S.à r.l.; in Hong Kong by JF Asset Management Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real Assets (Asia) Limited; in Singapore by JPMorgan Asset
Management (Singapore) Limited (Co. Reg. No. 197601586K), or JPMorgan Asset Management Real Assets (Singapore) Pte Ltd (Co. Reg. No. 201120355E); in Taiwan by JPMorgan Asset Management (Taiwan) Limited; in Japan by
JPMorgan Asset Management (Japan) Limited which is a member of the Investment Trusts Association, Japan, the Japan Investment Advisers Association, Type II Financial Instruments Firms Association and the Japan Securities
Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local Finance Bureau (Financial Instruments Firm) No. 330”); in Australia to wholesale clients only as defined in section 761A and
761G of the Corporations Act 2001 (Cth) by JPMorgan Asset Management (Australia) Limited (ABN 55143832080) (AFSL 376919); in Brazil by Banco J.P. Morgan S.A.; in Canada for institutional clients’ use only by JPMorgan Asset
Management (Canada) Inc., and in the United States by JPMorgan Distribution Services Inc. and J.P. Morgan Institutional Investments, Inc., members of FINRA; and J.P. Morgan Investment Management Inc.
In APAC, distribution is for Hong Kong, Taiwan, Japan and Singapore.For all other countries in APAC, to intended recipients only.
Source: J.P.Morgan Asset Management

Outlook for Hong Kong stocks in the first quarter
Investment values of HK stocks gradually emerge amidst undercurrents
in global politics and economics
In early December 2018, the meeting of Xi Jinping and Donald Trump and the G20 Summit marked a possible turn for U.S.-China trade conflicts, which helped improve
domestic economic expectations and the confidence to conduct business in China, as well as ease investors’ risk-aversion sentiment. However, whether the turn can be
converted into actual benefits would depend on whether China and the U.S. can close any concrete agreement. We expect the macro political and economic environment
will continue to play a decisive role in this year’s investment atmosphere in the equity market. On the other hand, as the current market looks forward to the US Fed’s decision
to slow down the pace of rate hike, emerging currency markets are expected to stabilise; and expectations on RMB depreciation have also been calmed, which would be
beneficial for the business environment, taking the investment atmosphere of the stock market out of extreme pessimism.
HK stocks have rebounded significantly since the end of October 2018. The Hang Seng Index rose 1,500 points, or 6.1%, in November, turning the trend around from six
consecutive months of falling. For the medium to long run, however, the Hang Sang Index is yet to come out from the cloudy outlook of bear markets across the some
markets, while the MSCI Emerging Market Index recorded a 20% downturn from its peak. In technical analysis,
with the hidden concerns over the current macro political and economic landscape, the HSI is rather difficult to
rise above the resistance range of 29,000 to 30,000 despite market rebound. The lower support can be
referenced with the low of October last year (approx. 24,540).
Following the sharp fall of HK stocks and the mainland market over the second half of 2018, some of the
macroscopic uncertainties have already been reflected. At present, Bloomberg predicts an average regression
of 9.4% in the earning-per-share (EPS) for Hang Seng Index's constituent stocks. As for valuation, HK stocks
are at their three-year low, and A-shares are valued at close to their 5-year low. As long as the profits of
companies still fall within the expected range, investment values are expected to be gradually uncovered when
the political and economic conditions become clear. Sectors wise, China-based financial stocks, domestic
demand stocks, China-based telecom stocks and infrastructure stocks, etc., can be considered as more stable
growth in the relevant industries is expected.
Regarding risk consideration, signs of a bear market are emerging in the US stock market. HK stocks are still
rather affected by the trends of the global equities market. Furthermore, investors must keep a close eye on
China’s economic growth, and situations such as credit defaults, as well as financial incentives or stimulus
policies for certain industries, etc.
Source: Shanghai Commercial Bank Limited
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Fund
Inception Date1

Fund
AUM1 ($m)

AB FCP I - Mortgage
Income Portfolio
- AA/HKD

4

20/2/2014

USD 2,178.55

1.72

8.11

4.72

0.43

N/A

N/A

2.40

1.51

AB SICAV I - Low Volatility
Equity Portfolio
- AD/USD

3

11/12/2012

USD 2,381.62

-1.72

18.83

3.32

5.06

9.43

N/A

7.46

0.94

Allianz Income and Growth
- AM/dis/HKD

4

15/10/2012

USD 31,456.42

-0.66

13.29

8.97

-3.45

5.28

N/A

7.19

0.82

BGF Dynamic High Income
Fund - A6/USD

4

6/2/2018

USD 2,697.21

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Fidelity Funds - Global Multi
Asset Income Fund
- A/MINCOME(G)/USD

3

27/3/2013

USD 7,480.00

-2.52

10.19

6.70

-1.33

2.81

N/A

4.46

0.77

Janus Henderson
Balanced Fund
- A/inc/USD

3

24/12/1998

USD 1,734.30

1.35

16.43

3.01

-0.56

4.39

16.39

6.41

0.99

Pictet HK - Pictet
Strategic Income
- P dm/USD

3

30/9/2016

USD 353.00

-3.93

12.96

N/A

N/A

N/A

N/A

N/A

N/A

Templeton Global Total
Return Fund
- A/Mdis/USD

5

29/8/2003

USD 1,640.00

-0.96

3.57

5.97

-5.77

-0.26

3.51

7.49

0.19

UBS (Lux) Equity Fund
- China Opportunity (USD)
- P/mdist/USD

4

15/11/1996

USD 5,428.06

-10.72

59.70

-2.29

16.49

N/A

N/A

17.29

0.79

Value Partners Greater
China High Yield Income
Fund - P/MDis/HKD

5

27/3/2012

USD 4,924.10

-4.77

10.78

16.13

5.94

1.13

1.20

4.85

1.18

Fund Risk Level is classified into 5 categories (1. Low / 2. Low to Medium / 3.Medium / 4. Medium to High / 5. High).
1

Source: AllianceBernstein Hong Kong Limited, Allianz Global Investors Hong Kong Limited , BlackRock Asset Management North Asia Limited, FIL Investment Management (Hong Kong) Limited, Franklin Templeton
Investments (Asia) Limited, Janus Henderson Investors Hong Kong Limited, Pictet Asset Management (Hong Kong) Limited, UBS Asset Management (Hong Kong) Limited, Value Partners Limited , as of 31 Oct 2018

2 Source:

Bloomberg, as of 30 Nov 2018

Remarks:
• *“SCB 2018 Q4 Top 10 Best-Selling Funds” lists the top 10 best-selling funds among all funds distributed by Shanghai Commercial Bank Limited (the “Bank”) during 1 Oct 2018 to 7 Dec 2018,
based on the total subscription and switching amount (in HKD or equivalent) for each fund. The funds shown in the table under “SCB 2018 Q4 Top 10 Best-Selling Funds” are sorted by
ascending alphabetical order, without reference to the total subscription amount involved for each fund. Result of the Top 10 Best-Selling Funds is provided for information and reference
only and is not intended to constitute any investment advice or opinion. The funds referred to in this document constitute only a portion of the funds that are available for distribution from
the Bank and references to such funds in this document do not constitute recommendations over any other fund available from the Bank.
• The data used to calculate the year to date cumulative returns are as of 7 Dec 2018.
• Fund inception date refers to the fund’s first share class inception date.
• Shanghai Commercial Bank Limited Product Risk Rating ("Product Risk Rating") is assigned by the Bank to each distributing investment fund in a scale of 1 to 5, with 1 indicating the lowest
risk category and 5 being the highest. Product Risk Rating of each investment fund is assigned by the Bank according to its product features and corresponding risk factors. The categorization results may be different from those provided by the respective fund houses. The Bank may revise the Product Risk Rating assigned to an investment fund from time to time without prior
notice. For more information on the Product Risk Rating and the respective investment preference, please visit your nearest Shanghai Commercial Bank Limited branch.
• Volatility is a statistical measure of risk. The above 3 year volatility has been annualised for comparison and is calculated by using the annualised standard deviation of the monthly returns
during 30 Nov 2015 to 30 Nov 2018.
• Risk relative to return can be measured by 3-year Sharpe Ratio. Sharpe Ratio at the table above is a measure of the fund’s performance against the 3-month US Treasury bill rate (risk free
investment return), adjusted for risk. A relatively high positive ratio indicates that the fund has a relatively high risk-adjusted return historically. Data is calculated by using the returns from
30 Nov 2015 to 30 Nov 2018.
• In respect of each relevant fund, the returns were calculated based on the principle of NAV-to-NAV of the relevant fund, with reinvestment of all dividends (if any). Only the funds that have
an investment track record of at least 6 months as of the information captured date will have their percentage returns displayed.
• Certain funds may have significant exposure in financial derivatives instruments. Risks associated with these instruments include among other risks, counterparty risk, credit risk and
liquidity risk. Such exposure may lead to a high risk of loss of all or part of the invested capital.
• The returns are denominated in relevant fund currency (which may be foreign currency). Investors may be exposed to exchange rate fluctuations which may cause the value of investments
to go up or down. The value and income of your investment can fall as well as rise and you may get back less than invested.
• The fund(s) mentioned above has been authorized by the Securities and Futures Commission in Hong Kong (the "SFC"). SFC authorization is not a recommendation or endorsement of a fund
nor does it guarantee the commercial merits of a fund or its performance. It does not mean the fund is suitable for all investors nor is it an endorsement of its suitability for any particular
investor or class of investors. The information herein contained has not been reviewed by the SFC.

Investment Risk Disclosure
• The following risk disclosure statement cannot disclose all the risks involved and does not take into account any circumstances that are unknown to the Bank. Investment involves risks.
Securities, Investment fund and Bonds are investment products. The price of investment products may go up or down and may become valueless. It is as likely that losses will be incurred
rather than profit made as a result of subscribing and redeeming investment products. Any past performance figures shown are not indicative of futures performance. Part of the investment
may not be able to liquidate immediately under certain market situation. Customers should refer to relevant offering documents for detailed information, as well as Risk Disclosures, prior to
any investment subscription. The products described herein may not be suitable for all people. The decisions to invest are made by customers and customers should not invest in investment
products unless the intermediary selling them has explained to them that the product is suitable for them having regard to customers’ financial situation, investment experience and
investment objectives. Customers should not make any investment decisions based on this document alone. Customers must make their own assessment of the information provided in this
document. Customers should carefully consider whether any investment products or services mentioned herein are appropriate for them in view of their financial situations, investment
experiences and investment objectives. If customers have any doubt about this material or any relevant offering document, they should consult their own independent advisers on the legal,
regulatory, tax, investment and financial implications of the investments as they deem appropriate to ensure that they understand the nature of the investments in order to consider whether
the investments are suitable investments for them.
• Investment Risk in Securities: 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. Investment involves risks. Any past performance figures shown are not indicative of futures performance.
Customers must ensure to read and understand the information of Shanghai and Shenzhen Connect A-shares trading of the Bank including relevant details, trading rules, risk, fees,
restriction and notices before investing in Shanghai and Shenzhen Connect A-shares trading. Investment Risk in Unit Trust: The price of investment funds may go up or down and may
become valueless. It is as likely that losses will be incurred rather than profit made as a result of subscribing and redeeming investment funds. Investment involves risks. Any past
performance figures shown are not indicative of futures performance. Part of the investment may not be able to liquidate immediately under certain market situation. Customers should refer
to relevant investment fund offering documents for detailed information, as well as Risk Disclosures, prior to any investment fund subscription. Customers should carefully consider whether
any investment products or services mentioned herein are appropriate for them in view of their financial situations, investment experiences and investment objectives. Please refer to
explanatory memorandum or relevant materials of the fund for further information. The subscription of investment fund is subjected to prevailing regulatory requirements and restrictions
and relevant terms and conditions of the Bank. The Bank acts as a distributor of the funds managed by fund housed and the funds are the product of the third party fund houses. For
distribution of funds – in respect of an eligible dispute (as defined in the Terms of Reference for the Financial Dispute Resolution Centre in relation to the Financial Dispute Resolution
Scheme) arising between the Bank and the customers out of the selling process or processing of the related transaction, the Bank is required to enter into a Financial Dispute Resolution
Scheme process with the customers; however any dispute over the contractual terms of the product should be resolved directly between the third party fund house and the customers.
• Investment Risk in Bonds: Bond investments are not bank deposits and involve risks, including the possible loss of the principal amount invested. Customers in bonds denominated in
non-local currency should be aware of the risk of exchange rate fluctuations, which may cause a loss of principal. Unless specified, these investments are not obligations of or guaranteed
by the Bank. The price of bonds may go up or down and may become valueless. It is as likely that losses will be incurred rather than profit made as a result of subscribing and redeeming
bonds. Any past performance figures shown are not indicative of futures performance, the Bank does not guarantee the existence of a secondary market for bonds. Part of the investment
may not be able to liquidate immediately under certain market situation. Customers should refer to relevant bonds offering documents for detailed information, as well as Risk Disclosures,
prior to any bonds subscription.
• RMB is subject to exchange rate risk (only applicable to Individual Customers): RMB is currently not freely convertible. Customers should be realized that they can conduct conversion of
RMB at CNH rate through bank accounts, for which it is subject to the requirements specified by the Relevant Authorities from time to time, the requirements specified by the Bank and/ or
the RMB position and commercial decisions of the Bank at that moment. RMB Conversion Limitation Risk (only applicable to Corporate Customers): RMB is currently not freely convertible.
Corporate Customers should be realized that they can conduct conversion of RMB through bank accounts, for which it is subject to the requirements specified by the Relevant Authorities
from time to time, the requirements specified by the Bank and/ or the RMB position and commercial decisions of the Bank at that moment. RMB investments are subject to exchange rate
fluctuations which may provide both opportunities and risks. The fluctuation in the exchange rate of RMB may result in losses in the event that the customer converts RMB into HKD or other
foreign currencies. If your home currency is different from the Investment Fund currency or the Investment Fund's reference currency, changes in currency exchange rates may erode your
investment gains or widen your investment losses.
• The information of this document has not been reviewed by the Securities and Futures Commission of Hong Kong or any regulatory authorities in Hong Kong.

Important Notice / Disclaimer:
• This document is issued and solely owned by the Bank. This document is for general information and reference only and does not constitute any offer, solicitation, invitation, advice or
recommendation to subscribe, trade, redeem or sell for any deposits or investments. No representation, guarantee or other assurance as to the outcome of any investment has been made
or will be given to you by or on behalf of the Bank.
• Although the information herein contained is obtained or compiled from sources the Bank believes to be reliable but which has not been independently verified, the Bank cannot and does
not represent or warrant the accuracy, validity, reliability, timeliness or completeness of any such information (whether in whole or in part) for any loss or damage howsoever arising from
or in reliance upon the whole or any part of such information or opinions (unless due to the negligence or wilful default of the Bank, the Bank’s authorised officers, employees or agents). The
Bank reserves the right to amend all or any part in this document, all views, forecasts and estimates constitute the judgments made before the publication date, and are subject to change
without further notice. This document contains certain statements that may be deemed as forward-looking statements and may be affected by risks and uncertainties, actual results or
events may differ materially from those projected, estimated, assumed or anticipated in any such forward-looking statements.
• The information herein contained may not be reproduced, quoted, distributed, disclosed or published (whether in whole or in part) in any media for any purpose without prior express written
consent from the Bank. The Bank accepts no liability for any loss arising from or in reliance upon such information or contents. This document is not intended for distribution to, or use by,
any person or entity in any jurisdiction or country where such distribution would be contrary to the laws or regulations.
• The above offers are not applicable to the staff of the Bank. The above offers cannot be used in conjunction with other promotion offers that are not listed in this promotional material. The
above offers are subjected to prevailing regulatory requirements and restrictions and relevant terms and conditions of the Bank, please refer to relevant materials or consult our staff. The
Bank reserves the right to amend these terms and conditions or to amend, suspend or terminate all or any part of the offers. The
Bank is entitled at its absolute discretion for the above rights without prior notice to customers. If any matters or disputes arise at
any time in relation to the contents of the promotional offers, the Bank's relevant recordings / decisions / explanations shall be
conclusive evidence of the offers. The decision of the Bank on all matters relating to this promotion and the relevant offers shall
be final and binding on all parties concerned.
• The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees may have positions in and may
trade for their own account in all or any of the securities or investments mentioned in this document. Companies within the Bank
may have provided investment services or underwritten in relation to these securities. Commission or other fees may be earned
by the Bank respect of the services provided by them relating to these securities or investments.
• In case of any inconsistency between the Chinese and English versions of this promotional material, the English version shall prevail.

Customer Service Hotline:

2818 0282
www.shacombank.com.hk

