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Executive Summary

» The global economy experienced a number of unexpected shocks in 2022 that resulted in markets
deviating from their historical norms. Amid structural changes taking place in the global economy,
volatility within the financial market has heightened; mean regression has failed to materialize and
many market indicators have departed from their historical ranges. It may take a while before
historical patterns reassert themselves.

% 2023 holds the promise of a recovery, at least to a degree, provided certain conditions are met. The
catalysts we identify include: the end of the Fed’s interest rate hike cycle, normalization post
pandemic, further polices aimed at stabilizihg growth, greater articulation of earlier policies,
improvement in policy visibility, and possible stabilization of Sino-US relations.

» We consider it unlikely that a global or regional financial crisis will occur in the short term. A mild
economic recession in Europe and the United States is a more likely outcome, and one conducive to
the relative outperformance of emerging markets and Chinese stocks.

% The main tail risks faced by the global economy and capital markets in 2023 include: a deeper-than-
expected economic recession, higher-than-expected inflation and interest rates, rising credit risk, a
worsening of the pandemic situation, geopolitical shocks, and policy miscalculations.

» We expect the Hong Kong stock market will continue to recover in 2023 along with a moderate rise in
the fluctuation range. We expect the Hang Seng Index to fluctuate in the 16200-22200 range, the
HSCEl in the 5700-7800 range, and the HSTECH Index in the 3200-5300 range.

% Investment advice: Bargain hunt and focus on growth, quality, and low volatility factors; overweight
cyclical stocks and technology growth stocks. Employing a bottom-up analysis, select technology
sector leaders with high performance visibility and beneficiaries of real estate industry consolidation.
SOEs with stable financials, low valuations, and good dividend returns could enjoy a rerating. The
easing of the pandemic and the dynamic opfimization of anti-pandemic policies set the conditions
for a recovery in Hong Kong local and Chinese fravel and consumer stocks.
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Month 0.1%MoM  0.2%MoM  0.3%MoM 0.4%MoM 0.5%MoM 0.6%MoM 0.7%MoM 0.8%MoM 1
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Bond Yields During Historical Rate Hike Cycles Since 1970
Duration of rate Change in bond Change in real bond
Date of first rate  hike cycle Starting Ending Total Rate Hike Starting 10 year Ending 10 year Change in Bond Yield yield per point of Changeinreal bond yields per point of rate
hike (months) benchmark rate  benchmark rate  (ppt) bond yield (%) bond yield (%) (ppt) rate hike (ppt) yields (ppt) hike (ppt)
Mar-72 18 3.50 11.00 7.50 6.04 7.25 1.21 0.16 0.77 0.10
Dec-76 35 4.75 15.50 10.75 7.01 10.72 3.71 0.35 2.15 0.20
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Dec-15 35* 0.25 2.25 2.00 2.21 3.22 1.01 0.51 0.39 0.19
Average 20.43 3.97 8.50 4.53 6.12 7.73 1.61 0.41 1.1 0.29
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BREMRD
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9633 HK
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1995 HK
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1302 HK
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189 HK
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6049 HK
1308 HK
136 HK
1448 HK
2359 HK
506 HK
867 HK
9997 HK
1209 HK
1888 HK
2382 HK
558 HK
151 HK
2020 HK
6098 HK
9666 HK
1772 HK
303 HK
316 HK
6169 HK
6989 HK
9992 HK

Se#dE: Bloomberg, ##RAEN; #£2022-11-1
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< HiEEAKRE G B%

> WEREMRERF 2 T20224 11421 HRR, X LA A4 5 E RS, ZHEREARRE B
AR WAEZHE, KRB AP EGAMMAEEER, RETHFIREEDREL RIE. ZRHRt, £
FETARIZHIEE BRI RE KMol bR R R EdiA S, BRERERATHH—K
FHIE, tR—RIE%H . TERZGARBATAT R RIALE ATk S50 ARS8 K fR B8 ) B i B & ]
HETCR S KIEM BURHIE, RIS T S A5 B8 i 1 I3

> EAMVREREFHERECHE, B ERIMCE. B iR, . SRkgES “hesl” B
A, kil 5 R SR OURa e, FIaRsR b B IO . R SERE, SRM ML S AR, 545,
B RGBS ER RARRPMECERLGEAR, ARERMBE ARG EFHE . R,
LY R SERIYRAe, DR mEeR R, BNEARELIOGUT, HRRREAR,
B B AR AR S-13%, Heg M= 1H

“rp Sk e A B AV EL B S I 9
eI LG FRAHRE (x) TR SIS (%) B (x) FE A SELIE (x)

941 HK hEFEEh 7.3 9.2 0.8 1.0
762 HK EBKIE 6.6 7.1 N.A. 0.6
728 HK FrEEH 8.1 9.0 0.6 0.6
1800 HK hRsEE 2.6 6.9 0.2 0.5
390 HK ik 28 5.1 0.4 0.6
1186 HK kR 1.9 6.4 0.3 0.5
1618 HK FHEFE 29 52 0.4 0.5
3323 HK hERER 40 1.2 0.5 0.6
1398 HK Ti7 3.5 8.7 0.4 0.8
939 HK BT 3.3 8.8 0.4 0.7
1288 HK RIT 3.2 9.7 0.4 0.6
3988 HK T 3.2 9.3 0.4 0.5
857 HK FAH 48 6.4 0.4 0.5
386 HK AL 57 12.8 0.5 0.6
883 HK i 3.4 8.9 0.8 0.9
FHRIE: Bloomberg, Zig#kiE, ZREL; ###72022-12-1
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FHPRIE: Bloomberg, ZEHREy; H##E2022-11-16
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20234F T RE R B

| EEEE | AEER
Lk 1A |30A | 644 (12408 | 25 v | B
2R | AR | F | EK| R FRK | EAR | HKH | Fl 5
AR | B (%) % | (@ | R | ()| (% (B7%) W
3 0.1

(
TMT  EA&EH 9618HK 198.7 3164 59.2 18.2 3

)
4 -19.3

-42.6 258 458 17.8 0.0 80,399 fF K

TMT  ZEH-W  3690HK 136.6 2073 518 670 106 -230 -145 -502 -39.4 NA NA NA 108277 MFKkii
Bz FETAM 9926HK 315 395 254 NA 1.3 304 1431 -37.3 74 NA NA NA 3393 fFKRW
"E O ERME 1114HK 44 68 542 40 328 NA NA NA NA -72.0 48.5 4.5 2850 fFKRW
WMk REKE 2020HK 816 1130 385 181 105 -157 3.6 362 -30.0 5.6 24.5 1.7 28360 TR
W AREMYE 291HK 462 563 220 311 45 165 73 304 277 -10.7 5.8 1.3 19175  fFRw
M= GabE 3900HK 128 180 404 42 223 -144 30 117 21 23.1 16.2 6.0 4157  fRFKRW
&b hEPZ% 2318HK 439 650 482 55 327 55 64 235 219 0.7 29.4 6.6 102,662 MhFKH
WRElE  EMOLAE 968HK 89 120 345 146 128 -189 -33.6 -358 -325 9.3 19.5 3.3 10,163 Tk
Tl MR 1999HK 68 117 726 105 480 7.4  -6.1 -483 -439 15.6 12.9 48 3,402 RTFKT

FeH#Fe IR : DataStream, @Ay ; HHF#HE2022-11-25
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