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ClO Views - Weekly Bulletin

US earnings announcements reinforce our
positive views on Asia

This week we take a chart intensive run through our positive outlook for US capex
and employment growth, our expectation for a Fed hike in September, and
implications for Asia’s markets.

US capex supercycle remains intact implying support for Asian earnings

US Q2 earnings announcements to date, particularly from the hyperscalers,
support our assertion last week that the Al capex boom remains intact. With 86%
of the S&P 500 companies having reported, EPS growth has accelerated to 20% in
Q2. Importantly, growth is coming from more than just tech; 8 of 11 sectors have
reported double-digit earnings growth so far.

US tech companies continue to display strong commitment to capex plans.
Leading US company Al-related spending now looks likely to rise from $461bn
last year to $950bn this year, $1.3tn in 2027, and $1.5tn in 2028. Global spending
is likely to be substantially larger. This leads us to believe the multi-year boom in
Asian earnings in tech hardware and related infrastructure remains intact.

Reflecting these capex fundamentals, the chart below shows consensus earnings
estimates for Asia’s suppliers of Al tech hardware and infrastructure continue to
be revised up.
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The result is that the earnings growth outlook for Korea, Taiwan, and the China A
share markets dominate the US while selected tech-related companies in
Thailand, Malaysia, and India offer very strong earnings growth.
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Against this background, the recent falls in share prices have driven valuations
down creating greater opportunities for selective, well researched investors.

MSCI index PE/Growth 20y percentile as at 03/08/2026
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Moving to the outlook for interest rates, strong profit growth underpins our
expectation for the US Federal Reserve to raise the Federal Funds rate at least
25bps this year. We think it will need to hike in September to prevent further
damage to its credibility since the June FOMC meeting.

Our logic is straightforward. The chart below shows strong profit growth drives
robust capex growth.
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The surge in new orders are clear evidence this profit to capex transmission is
happening.
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Historically, robust capex growth has supported employment growth. The
recovery in private US payrolls growth to 88k/mth in the first half of this year from
31k/mth in the second half of last year reflects the acceleration in corporate
profits that began in H2 last year.
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Strong Q2 profit growth leads us to expect payroll growth to sustain at close to
75k/mth in Q3 before moderating to about 60k/mth in Q4. These rates of payrolls
gains may seem weak in a historical context but are robust in the current
environment of near nil immigration, sub-1% indigenous labour force growth,
and structurally falling labour force participation rates. As a result, we expect the
unemployment rate to remain close to 4.3% - 4.4% if not fall toward 4%.

To be sure, the upturn in the employment subcomponents of the recent regional
Federal Reserve business surveys supports our positive labour market outlook.
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We judge this degree of labour market tightness to mandate at least one Fed
25bps rate hike. The US employment cost index rose a higher than expected
0.9%qoq in Q2, unchanged from Q1, keeping the yearly rate at 3.4%. The chart
below shows this is inconsistent with the Fed's 2% inflation target.
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A Fed shift to policy tightening in September would likely cap if not reverse some
of the sharp rise in yields that has resulted from its reluctance to tightening
despite these better-than-expected US profit-capex-labour dynamics and the cost
shocks from the Iran war. A return to tightening would work to reestablish Fed
inflation credibility and reduce risk premia in longer term yields. Of course, energy
prices will remain important for Asia’s rates outlook, but US President Trump’s
cancellation of plans for new strikes on Iran in favour of negotiation suggest to us
he has an increasing aversion to prolonging the war.
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Market Review

Global equity markets advanced over the week, with the MSCI AC World Index gaining 1.4%. US equities rose, with the S&P 500 and Nasdaq
gaining 1.1% and 1.6% respectively. Emerging markets gained 2.4% followed by Asia Pacific (ex Japan) and Japan both of which gained 2.5%
each.

Gold posted a loss of 0.7% over the week, while the US dollar index weakened -1.5%. Bond markets were broadly positive with global High
Yield bonds and global government bonds gaining 0.1% and 0.7% respectively, while global corporate bonds were unchanged.
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Market Data

1 week 1 month 3 month 1year YTD

Government Bonds
change (%) change (%) change (%) change (%) change (%)

52 week high 52 week low

US Treasury Yield (%)

10 Year 4.75 1.41 7.30 8.09 8.83 14.25 4.75 3.95
10 Year Bond Yield (%)

Japan 2.80 -0.60 4.41 11.08 80.04 35.07 2.88 1.47
China 1.71 -0.93 -1.67 -2.51 -1.10 -8.22 1.93 1.70
Australia 4,94 -2.89 4.46 -2.74 15.58 3.78 5.12 4.10
Singapore 2.36 -4.30 15.77 11.87 12.73 6.14 2.47 1.75
Malaysia 3.71 0.05 2.55 3.85 9.88 6.17 3.72 3.36
Indonesia 7.34 -0.50 2.37 7.44 12.08 19.91 7.48 5.92

Close chL:v;:Z’/o) c:iamncg):t(;;) crs:amncg):t(;;) ch;::ea;%) cha:;: (L) 52 week high 52 week low

Bond Indices

Bloomberg Global Aggregate USD 92.69 -0.05 -1.36 -0.95 -1.67 -2.07 95.69 92.64
Bloomberg U.S. Aggregate USD 91.56 -0.19 -1.61 -1.62 -0.70 -2.67 95.21 91.56

1 week 1 month 3 month 1year YTD
change (%) change (%) change (%) change (%) change (%)
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0.00
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13.13
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10.51
2.04
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8.85

4.03

3.89
1.93

4.47

5.14
8.56
-6.81
0.42
10.77
-0.05
1.61
3.59
-10.36
8.70
0.17
6.91
14.57

20.53

18.15
20.13

19.82
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Disclaimer

This document is produced by Eastspring Investments (Singapore) Limited and issued in:
Singapore by Eastspring Investments (Singapore) Limited (UEN: 199407631H)

Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore, is exempt from the requirement to hold an Australian financial services licence and is licensed and regulated by the
Monetary Authority of Singapore under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of
Hong Kong.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia
Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (200001028634/ 531241-U) and Eastspring Al-Wara’ Investments Berhad (200901017585
/ 860682-K) and has not been reviewed by Securities Commission of Malaysia.

Thailand by Eastspring Asset Management (Thailand) Co., Ltd.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is
incorporated in Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments
(Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre de Commerce
et des Sociétés (Luxembourg), Register No B 173737.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

The views and opinions contained herein are those of the author and may not necessarily represent views expressed or reflected in
other Eastspring Investments’ communications. This document is solely for information purposes and does not have any regard to
the specific investment objective, financial situation and/or particular needs of any specific persons who may receive this document.
This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any financial
instruments. It may not be published, circulated, reproduced or distributed without the prior written consent of Eastspring
Investments. Reliance upon information in this document is at the sole discretion of the reader. Please carefully study the related
information and/or consult your own professional adviser before investing.

Investment involves risks. Past performance of and the predictions, projections, or forecasts on the economy, securities markets or
the economic trends of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any
of the funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the
preparation of this material and Eastspring Investments has notindependently verified, validated or audited such data. Where lawfully
permitted, Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion
nor shall be liable for damages arising out of any person'’s reliance upon this information. Any opinion or estimate contained in this
document may subject to change without notice.

Eastspring Investments companies (excluding joint venture companies) are ultimately wholly owned/indirect subsidiaries of Prudential
plc of the United Kingdom. Eastspring Investments companies (including joint venture companies) and Prudential plc are not affiliated
in any manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with
the Prudential Assurance Company Limited, a subsidiary of M&G plc (a company incorporated in the United Kingdom).

Sources

Asset performances: (bar charts) Eastspring Investments, Refinitiv, as of 31 July 2026. Equities: using MSCI indices in USD, United
States is using the S&P 500. Corporate Bonds: using ICE BofA indices in USD. Government Bonds: using the FTSE Global Sovereign
Bond index, in USD. Gold is London Bullion Market US Dollar per Metric Tonne. DXY is US Dollar Index. (line charts) Eastspring
Investments, Refinitiv, as at the end of the prior week, rebased to 100 as at 1 year ago. Equities: MSCl indices, in USD. Cor porate Bonds:
using Bloomberg indices in USD. Government Bonds: using ICE BofA US 10 Year US Treasury and ICE BofA 7-10 Year Euro Government
indices. Commodities: Gold is London Bullion Market US Dollar per Metric Tonne Ounce. Copper is LME Copper Grade A Cash US
Dollar per Metric Tonne. Oil is Crude Oil WTI Spot Cushing US Dollar per Barrel. US Dollar is US Dollar Index.

Market data: Eastspring Investments, Refinitiv, as of 31 July 2026. Equities: MSCl indices in USD, other indices in local currency. Other
indices or assets as stated. Please note that there are limitations to the use of such indices as proxies for the past performance in the
respective asset classes/sector. The historical performance or forecast presented in this slide is not indicative of and should not be
construed as being indicative of or otherwise used as a proxy for the future or likely performance of the Fund.
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