Key Points

Equities: Global equities were largely
positive on the back of the debt ceiling
resolution and moderating wage growth
in the US

Credit: With some new constraints on
fiscal spending, we continue to favour
high quality IG credit for yield and safety

FX: USD supported by its relative strength
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Equities: Markets rise on debt ceiling resolution

US markets led rally in global equities. Markets reversed some losses from past weeks
as the compromise debt ceiling bill passed the Senate by a 63 — 36 margin last Thursday
(1 June). Global equities rose 1.6% for the week, with DM and EM gaining 1.6% and
1.2%, respectively.

US equities closed higher last week as market sentiment improved with the successful
raising of the US debt ceiling and a labour market report showing moderating wage
growth in May. Al-themed stocks lead the rally. The S&P 500, Nasdag, and Dow Jones
notched weekly gains of 1.8%, 2.0%, and 2.0%, respectively. European stock markets

were flat for the week; the FTSE 100 dropped 0.3% while the Stoxx 600 gained 0.2%
with narrowing breadth of gains across sectors. Asian ex Japan equities climbed 1.2%
and the Nikkei 225 rose 2.0% while the HSCEI & SHCOMP gained 1.5% and 0.5% for the
week.

against EUR and JPY

= Rates: Downside risks to the US economy
have faded; Our 2Y yield forecast lifted

higher
Topic in focus: Europe equities — Europe luxury brands in China still in focus. Concerns

about a potential slowdown in US spending and the possibility of a China slowdown that
could impact their profits later this year had negatively impacted the share prices of
European luxury brands in recent weeks. However, we believe that profit taking and
overbought technicals are the primary factors behind the market correction.

=  The Week Ahead: Keep a lookout for US
Change in Initial Jobless Claims; China
Inflation Numbers

Notably, after visits to China by prominent figures such as Elon Musk from Tesla and
Jamie Dimon from JP Morgan, it has been reported that Bernard Arnault, the chairman
and chief executive of LVMH, is also scheduled for a visit in June. This visit highlights
China's openness for business since lifting lockdowns in December and reaffirms the
country's importance as a key driver for luxury brands, as affluent consumers in the
Mainland have continued their spending habits. LVMH's (MC FP) first-quarter sales
saw a 17% growth, thanks in part to a recovery in China. Arnault's planned visit to
China holds significant importance for LVMH's ambitious efforts to expand its

GLOBAL MULTI-ASSET RETURNS largest acquisition ever, US jeweler Tiffany, in China.

Index Close  Overnight YTD

DJIA 33,763 21% 1.99% Despite the current challenges, we maintain a positive outlook on the European luxury
S&P 500 4282 15% 11.5% sector and believe that earnings could still exceed expectations.

NASDAQ 13,241 1.1% 26.5%

Stoxx Europe 600 160 1 5% 5.8% Figure 1: Europe luxury sector post-pandemic climb justified by strong earnings beat
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Figure 2: A brief pause in US Fiscal spending
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Figure 3: DXY (5Y)
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Credit: Stay with quality credit as US debt ceiling
concerns subside

Extend and pretend. Just as they had done 78 times before the US congress passed a
deal at the eleventh hour to suspend the USD31.4t debt ceiling for another two years,
avoiding a messy default on its obligations . The bill involves a cap in non - defence
discretionary spending for FY2024 and limits all discretionary spending to just 1% growth
in FY2025. Defence spending , on the other hand, was permitted to rise 3%. The bill also
restarts student loan repayments by the end of August, and claws back about USD30b in
unspent money from a previous Covid relief bill.

Less fiscal, less monetary. With some new guardrails implemented to prevent
unchecked fiscal spending, we believe that both fiscal and monetary palicies in the US
are now acting in tandem towards slowing the economy, mitigating the need for the Fed
to continue its path of aggressive hikes to slow down inflation. This alleviates the
headwinds of uncertainty that greatly opposed the bond markets in 2022 and presents
an attractive entry point for investors to load up on high quality credit in their portfolios
for income generation. Given also that suspending the debt ceiling gives the green light
for increasing treasury issuance, we still prefer the 3-5 year duration segment to avoid
any supply-driven sell-off in the long end on the back of debt sustainability concerns.

FX: USD is supported by its relative strength against
the EUR and JPY

On 3 June, two days before X-date, US President Joe Biden signed the bipartisan-
supported Fiscal Responsibility Act to suspend the US federal debt ceiling until January
2025. Despite the relief of America averting a debt default, the market is wary of
tightening liquidity conditions from the US Treasury issuing some USD1t of Treasury
bills in 2H23 and the Fed keeping the door for a hike or two into summer.

In early May, the US Treasury 2Y yield bottomed at 3.80% when the Fed delivered what
many expected was the last hike of the cycle. However, US CPI inflation jumped to 0.4%
MoM in April from 0.1% in March. Last Friday (2 June), nonfarm payrolls surged to 339k
in May, crushing the consensus for 195k jobs. The Bureau of Labour Statistics also
revised April's 230k to 253k. Today, markets will look for upside surprises in prices paid
and employment in the ISM Manufacturing PMI Survey. Over the past month, the 2Y
yield rose to 4.50%, pulling the DXY to a two-month high of 104.

Although the Fed may pause at the FOMC meeting on 14 June, it could lift the 2023 Fed
Funds Rate forecast in its dot plot. Interest rate futures have placed a higher bet for a
Fed hike In July or September. However, they could revisit June hike prospects if the
Reserve Bank of Australia tomorrow and the Bank of Canada on Wednesday surprise
with rate hikes instead of pausing. Hence, any bounce in the CAD and AUD will likely be
short-lived.

DXY is supported by EUR, its most significant component. Over the past month, EUR fell
from 1.11 to 1.07. Despite the European Central Bank's (ECB) plan for more hikes in
June and July, its narrative focused on a potential pause in September. EUR was also
weighed by Germany, the EU's largest economy, entering a technical recession. EUR
bulls will not welcome another slide in today's EU Sentix Investor Confidence Index to -
15.1 inJune from -13.1 in May.

Last week, the ECB assessed that financial stability vulnerabilities in the euro area
remained elevated. Interestingly, the ECB was more concerned about threats to the
financial system from future policy normalization by the Bank of Japan than the recent
bank turmoil in the US and Switzerland. Technically, EUR is currently pressured by the
100-day moving average (MA) cutting above the 20-day MA. In the last week of May, the
50d cut above the 20d MA sent EUR below 1.08.
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Figure 4: UST 2Y yield (5Y)
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Japanese officials have restarted verbal interventions with Fed hike expectations
keeping USD/JPY near a six-month low of 140. Last week, Bank of Japan (BOJ) Governor
Kazuo Ueda said it was premature to discuss the details of an exit strategy from its ultra-
loose monetary policy. Ueda expects CPI inflation to slow towards the middle of this FY.
Many also expect the BOJ to hold policy amidst speculation for Prime Minister Fumio
Kishida to call a snap election. Apart from a surge in public approval after successfully
hosting the G7 Summit in May, Kishida's party won four of the five by-elections in April.
Unlike last year, a higher USD/JPY is not keeping the Nikkei 225 index flat but propelling
it to its highest level since 1990.

Rates: Removing the imminent downside risk
premium

US Treasury yields ended the week buoyant as several key events get digested. Firstly,
the debt ceiling got lifted. Without this threat overhang, sentiment got better though we
would argue that much of this was already in the price by early last week. Secondly, Fed
speakers (especially Fed governor Jefferson who is slated to be vice chair) appear to be
paving the way for a pause. The takeaway is that sufficient policy tightening has been
done to allow the Fed some leeway to observe how data performs. This was
instrumental in capping how high vyields go in the immediate term. Lastly, non-farm
payrolls came in at 339k, against consensus of estimates of 195k. Moreover, there was
an upward revision of 93k over the past two months. We had been wary of payrolls data,
noting that they have beat consensus consistently for many months. Other labour
market indicators (jobless claims and Job Openings and Labour Turnover Survey (JOLTS)
job openings) generally point to labour market resilience despite the 500 bps of hikes
delivered this cycle. The silver lining is that average hourly earnings are cooling. This
suggests that the Fed might not need to worry too much about wages spilling into CPI.

Meanwhile, the spike in unemployment rate to 3.7% (3.4% previously) despite the
unchanged labour force participation rate and firm NFP makes the complete set of data
difficult to interpret in a consistent manner. Overall, we think that the labour market
definitely has momentum and there may well be more labour market slack that is
allowing companies to hire at the current pace. Lastly, we should also consider that NFP
is compiled from establishments while the unemployment rate is compiled from the
household survey. Nuances between the two could have led to divergences in how the
overall set of data signals.

We reckon that downside risks to the US economy (banking sector stresses as well as
resilience in the labour market) appears to have faded and have lifted our 2Y yield
forecast higher. This change does not stem from a change in our Fed stance. We still
see the Fed cutting in 2024. However, with multiple risk hurdles cleared for now, there
may no longer be a need to maintain a sizable price premium on front-end Treasuries.
The market's assessment that the Fed may hike in the immediate few meetings even if
a pause takes place inJune is about fair. Further out, we note that rate cuts are being
faded as a semblance of higher for longer takes hold. This week might prove quieter
with investors likely to watch ISM services data on 5 June. CPI is due only on 13 June,
just ahead of the FOMC meeting (15 June, 2am SGT).

BDBS



Figure 5: Monthly import of semicon equipment to China (in USD m)

Geopolitical uncertainties and supply
chain  resilience  necessitate a
China+1 strategy

Singapore is well positioned to
leverage on a China+1 strategy

Higher value-add activities should be
the focus for Singapore, with IDMs
being the sweet spot

Japan Korea Taipei

Singapore

Thematics: Semiconductor - Singapore as beneficiary
of China+1 Strategy

Geopolitical uncertainties and supply chain resilience necessitate a China+1 strategy.
Tensions between the two major powers - the US and China - continue from the trade
war in 2018-2019 that further intensified in 2022 with the recent export controls.
Currently, the US retains the lion's share of the global semiconductor market, although
China is coming up fast. The Covid pandemic, which resulted in severe supply chain
disruptions has also made businesses rethink their supply chain resilience strategy.
DBS Group Research believes the changing dynamics of the semiconductor market
necessitates a China+1 strategy, evidenced by companies increasingly relocating
production from China to other countries.

Singapore is well positioned to leverage on China+1. With limited exposure to
geopolitical crossfires, supportive regulations and a favourable tax regime, Singapore
is the preferred location for companies seeking diversification. Though labour costs
are higher, the labour force has diverse capabilities underpinned by higher
productivity. Singapore also has extensive free trade agreements in place to broaden
the demand pool and an established semiconductor ecosystem attracting players
across the semiconductor value chain.

Higher value-add activities should be the focus for Singapore with IDMs being the
sweet spot. Singapore is well positioned to leverage on higher value adds, i.e,, more
advanced activities that are more capital intensive and relatively less labour intensive.
The sweet spot lies in Integrated Device Manufacturers (IDMs), as its activities span
across the value chain while its margins are largely comparable to that of the fabless
firms. Itis also possible to cast the net wider to include the higher end of Outsourced
Semiconductor Assembly and Test (OSAT) as Singapore could be appealing to it.

Figure 6: % of US-headquartered firms’ semiconductor wafer capacity
location
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2006 2009 2012 2015 208 2021 O.62010 2012 2014 2016 2018 2020 2022
INDEX RETURNS PRICES & SPREADS
1week MTD QTD YTD Spot 1Q23  4Q22 3Q22
Equities Rates
S&P 500 1.8% 2.5% 4.2% 11.5% Fed Funds Target 525 5.00 4.50 3.25
NASDAQ 2.0% 2.4% 8.3% 26.5% ECB Main Refinancing Rate 3.75 3.50 2.50 1.25
Russell 2000 3.3% 4.6% 1.6% 4.0% BOJ Policy Balance Rate -0.10 -0.10 -0.10  -0.10
Euro Stoxx 600 0.2% 2.3% 0.9% 8.8% US Treasury 10Y 3.70 3.47 3.88 3.83
Nikkei-225 2.0% 2.1% 12.4%  20.8% Japanese Govt. Bond 10Y 0.41 0.33 0.41 0.24
MSCI WORLD 1.6% 2.6% 2.9% 10.4% German Bunds 10Y 2.31 2.29 2.57 211
MSCI ACWI 1.6% 2.6% 2.5% 9.6% Spreads
MSCI Asia ex-Japan 1.2% 2.5% -1.9% 2.1% US Agg Corporate Spread 1.34 1.38 1.30 1.59
MSCI EM 1.2% 2.7% -0.6% 2.9% US Corporate HY Spread 4.24 4.55 4.69 552
HSCEI 1.5% 4.3% -7.8% -4.1% Euro Agg Corporate Spread 1.69 1.72 1.70 2.25
SHCOMP 0.5% 0.8% -1.3%  4.6% EM USD Agg Spread 3.40 3.52 332 403
Hang Seng 1.1% 3.9% -7.1% -4.2% Currencies
STI Index -1.3% 0.2% -2.8% -2.6% US Dollar Index (DXY) 104.0 102.5 1035 1121
Fixed Income EUR/USD 1.07 1.08 1.07 0.98
Barclays Global Aggregate 1.1% 0.2% -1.3% 1.6% USD/JPY 139.9 132.9 1311 1447
Barclays US Aggregate 1.0% -03%  -0.8% 2.2% USD/CNY 7.1 6.9 6.9 7.1
Barclays US High Yield 1.1% 0.9% 0.9% 4.5% Commodities
Barclays Euro Aggregate 1.6% -0.1% 0.4% 2.5% WTI Qil 72 76 80 79
Barclays Euro High Yield 0.6% 0.2% 1.6% 4.6% London Metal Exchange (LMEX) 3687 4038 3984 3541
JPM EMBI Global 1.3% 0.5% 0.1% 2.3% TR/CC CRB Commodity 260 268 278 268
JPM EMBI Global Diversified 1.2% 0.4% 0.4% 2.4% Gold 1948 1969 1824 1661
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Asia Pacific Economic Surprise Index

US Economic Surprise Index
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2005 2016 2017 2018 2019 2020 2021 2022 2023 o015 206 2017 2018 2019 2020 2021 2022 2023
MACRO CALENDAR MACRO CALENDAR
Date Period Survey = Prior Date Period Survey Prior
United States & Eurozone Asia
Initial Jobless Claims (US) 08-Jun  03-jun 237k 232k CPly/y (CN) 08-Jun  May 0.20% 0.10%
GDP SA g/q (EV) 08-Jun 1Q 0.00% 0.10%  GDP SA g/q (JP) 07-Jun 1Q 0.50% 0.40%
Durable Goods Orders (US) 05Jun  Apr  1.10%  1.10%  BoP Current Account Balance (JP) 07-Jun  Apr ¥1650.0b ¥2278.1b
MBA Mortgage Applications (US) 07-un  02-Jun - -3.70%  PPly/y (CN) 08-jun  May -440%  -3.60%
Factory Orders (US) 05-Jun Apr 0.80% 0.90%  GDP Deflator y/y (JP) 07-Jun 1Q 2.00% 2.00%
Trade Balance (US) 07Jun  Apr  -$75.5b -$64.2b  Money Supply M2 y/y (CN) 08Jun  May 12.00%  12.40%
Wholesale Inventories m/m(US) 08-Jun  Apr -0.20% -0.20% Retail Sales y/y (SG) 05-Jjun  Apr  -1.90% 4.50%
p N p

ISM Services Index (US) 05-Jjun  May 524 51.9 Trade Balance (CN) 06-Jun  May $95.10b $90.21b
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Disclaimers and Important Notes

This information herein is published by DBS Bank Ltd. (“DBS Bank") and is for information only. This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively “DBS") and clients
to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as described, nor is it
calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be viewed as such.

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to any actual
transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors or employees (collectively the
“DBS Group"”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information herein may be subject to further revision,
verification and updating and DBS Group undertakes no responsibility thereof.

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial situation or
particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure that you understand the
transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In particular, you should read all the relevant
documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such independent investigations as you consider necessary or
appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned in this publication is suitable for you. DBS Group does not act as an adviser
and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from any arrangement or entrance into any transaction in reliance on the information
contained herein. In order to build your own independent analysis of any transaction and its consequences, you should consult your own independent financial, accounting, tax, legal or other
competent professional advisors as you deem appropriate to ensure that any assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and
objectives without relying in any way on DBS Group or any position which DBS Group might have expressed in this document or orally to you in the discussion.

Any information relating to past performance, or any future forecast based on past performance or other assumptions, is not necessarily a reliable indicator of future results.

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be intercepted,
corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the Information, which may arise
as a result of electronic transmission. If verification is required, please request for a hard-copy version.

This publication is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation.

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or contact us
immediately. DBS Group reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational purposes. The security,
accuracy and timeliness of electronic communications cannot be assured.

Dubai International Financial Centre: This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the “COB
Module”), and should not be relied upon or acted on by any person which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the “DIFC") under the trading name “DBS Bank Ltd. (DIFC Branch)” ("DBS DIFC"),
registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6" Floor, Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab
Emirates.

DBS DIFC is regulated by the Dubai Financial Services Authority (the “DFSA") with a DFSA reference number FO00164. For more information on DBS DIFC and its affiliates, please
see http://www.dbs.com/ae/our--network/defaul.page

Where this communication contains a research report, this research report is prepared by the entity referred to therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS
DIFC. The research report has not been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that, whilst the information contained within is
believed to be reliable, the information has not been independently verified by DBS DIFC.

Unless otherwise indicated, this communication does not constitute an “Offer of Securities to the Public” as defined under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an “Offer of a
Unit of a Fund” as defined under Article 19(2) of the Collective Investment Law (DIFC Law No.2 of 2010).

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in connection with this investment and it is not subject to any form of regulation or
approval by the DFSA. Accordingly, the DFSA has not approved this communication or any other associated documents in connection with this investment nor taken any steps to verify the information
set out in this communication or any associated documents, and has no responsibility for them. The DFSA has not assessed the suitability of any investments to which the communication relates
and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we nor the DFSA has determined whether they are Shari'a compliant in any way.

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. Prospective purchasers should conduct their own due diligence on any investments.
If you do not understand the contents of this document you should consult an authorised financial adviser.

Hong Kong: This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) ("DBSHK") which is regulated by the Hong Kong Monetary Authority (the "HKMA") and the Securities
and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited.

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information contained within is
believed to be reliable, the information has not been independently verified by DBSHK.

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information contained within is
believed to be reliable, the information has not been independently verified by DBSHK.

Indonesia: This publication is distributed by PT Bank DBS Indonesia (DBSI). DBSI is licensed and supervised by the Indonesia Financial Services Authority (OJK) and a member of the Indonesia Deposit
Insurance Corporation (LPS). This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction
as described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be viewed as such.

India: This publication is distributed by DBS Bank India Ltd. (“DBIL") and is on “as is" basis and for information only. This publication is not intended to be source of advice in respect of the material
presented or information published, and shall not be construed to be legal, tax, financial or investment advisory. This document is not, and should not be construed as, an offer, invitation,
recommendation or solicitation to enter into any transaction in relation to any of the products and services mentioned herein. DBIL does not make any warranty of any kind, express or implied,
including but not limited to warranties of completeness, accuracy of information, merchantability or fitness for a particular purpose.

Singapore: This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) (‘DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated by
the Monetary Authority of Singapore (the "MAS”).

Thailand: This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (‘DBSVT").

United Kingdom: This communication is from DBS Bank Ltd., London Branch located at 9 Floor, One London Wall, London EC2Y SEA. DBS Bank Ltd. Is regulated by the Monetary Authority of
Singapore and is authorised and regulated by the Prudential Regulation Authority. DBS Bank Ltd. Is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential
Regulation Authority. Details about the extent of DBS Bank Ltd., London Branch's regulation by the Prudential Regulation Authority are available upon request
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