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I US Exceptionalism — In transition but not over

Uncertainties abound

The US stock market is undergoing a correction, with the
S&P500 down 9% and Nasdaq down 12% in the last three
weeks. Key factors driving this slump include:

« Chaotic trade policy: Since January, President Trump has
threatened tariffs on imports from Canada, Mexico and
China. Constant retraction of timeliness as a bargaining tool
has added to increased uncertainty.

« DOGE cuts: The Department of Government Efficiency
(DOGE) is pushing for significant federal spending cuts,
via contract cancellations and headcount reductions.

« Growth concerns: Despite a cooling labour market and
weaker-than-expected February job growth of 151k, Powell
has signaled the Fed is not rushing to cut rates.

These factors are fueling recession fears, which Trump has not
ruled out. The key to remember is this —has arecession ever
been created when it is self-engineered? Are these
measures reversible? Is the recent selloff overdone?

Macro indicators point to a slowdown

Equities are starting to price a potential slowdown after recent
softening of consumer sentiment and lower employment data:

1. The Conference Board's Index of Leading Economic
Indicators shows a slight drop in January, by 0.3 to 101.5,
as consumer sentiment and manufacturing hours worked
declined.

2. Chicago Federal Reserve’s National Activity Index for
January shows a marginal drop (0.03) after four months of
positive growth (a zero reading means the economy is
operating at full potential).

What’s next?

Two events on Mr have

consequences:

Trump’s policy calendar will

1. Inearly April, the US will announce reciprocal tariffs on 20+
countries. Although the EU, Japan, Vietnam, Taiwan, South
Korea and Thailand are likely targets, many of these are
already making overtures to the US to avoid them. Such
tariffs are inflationary for the US.

2. Later in 2Q25, Trump’s tax legislation promises to be
positive for earnings and sentiment. The US Congress
will soon begin negotiating terms of a tax bill to deliver
Trump’s promised tax cuts (for corporations) and extend tax
cuts/allowances for individuals. If Trump’s initial 15%
corporate tax proposal is watered down (to minimize the
deficit) it may disappoint equity markets.

Resilient corporate earnings

While stock market volatility is unsettling, it is important to
step back and assess the bigger picture. Corporate earnings
remain strong in many sectors. S&P500 EPS is expected to
grow 9.8% this year (earlier forecast: 12%), a similar growth rate
as 2024. Estimates have been lowered for materials, utilities
and consumer, but forecasts for IT, healthcare and
communication services remain stable.

EPS growth expectations appear fairly resilient
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With policy rates still high, the Fed has room to cut rates if the
growth scare deepens. Some argue the slowdown is
government-engineered and
impact worsens.

reversible if the economic

Another school of thought is that Trump views the stock market
as a key barometer of his administration's success, so a
policy pivot is possible if equity prices suffer further. So the
current correction should not end up in a technical bear
market (-20% decline from the peak).
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Valuation reset

The S&P500 PER peaked at 23x in February, now at 20x,
near its historical average. The Nasdaq, previously at 28X,
is now at 25.7x, one standard deviation below its mean.
Although not at crisis-level discounts, valuations have reset,
making quality stocks more appealing. In the past 20 years, the
S&P500's average return was 10% p.a., highlighting the value
of long term investing.

Technical support levels

We estimate that the current correction may have 5-10%
more downside to go:

« S&P500: Support at 5390 (-4%) and 5130 (-8%)
« Nasdaq: Support at 16,530 (-6%) and 15,550 (-12%)

We believe a further correction may offer opportunities
to accumulate select quality stocks for long term gains.

S&P500 is at mean valuations
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Key risk is a sharp deterioration in corporate profitability due
to rising tariffs, layoffs, and falling consumer confidence.

Bond markets spring back

Since peaking at 4.8%, US long bond yields (10Y) have turned
from concerns about rising inflation risks (from higher tariffs) to
growth concerns. This fueled expectations that the US Fed may
need to cut rates by 75bps in 2025, in order to counter potential
recession threat (previously 25-50bps cuts only).

Bond market tailwinds

This added to earlier bond market tailwinds:

A potential pause in the Fed's potential Quantitative
Tightening.

e Trump’s expressed intention to lower borrowing cost by
lowering longer term UST yields.

e Growth slowdown fears from recent spate of weaker
economic data and US policy uncertainties.

Near term outlook

In the short term, risk aversion trades may drive yields lower in
light of uncertainties over Trump’s policy rollout. However, we
think it is possible that the market may start to shift from growth
risks to inflation risks again in the coming months. Hence, we
reiterate reducing positions in long duration bonds (10y-
30y) in this environment and focus on recurring income with:

e diversified income funds with around 6% income distribution.

e quality corporate bonds with up to 10-year tenor with yields
around 5.5% denominated in AUD, GBP and USD.

We recommend reducing exposure to long tenor bonds such as
30y US Treasuries, STRIPS and Australia Government bonds
(ACGB).

In conclusion, we think US trade policy uncertainty could continue
to increase equity and bond volatility in the short term. US indices
could correct another 5% or so and US 10Y could very well rally
further. But timing the market to the tee could be a futile exercise if
one is long term in this investment cycle.

Hence, we continue to reiterate our call to buy a diversified
fixed income portfolio with short duration or a diversified
global equity portfolio with income.

Stay calm and stay invested! Time in the market is always
better than time away from the market.
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Disclaimer

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

By accepting this publication/email/report/commentary, the recipient hereof represents and warrants that he is entitled to receive such publication/email/report/commentary
in accordance with the restrictions set forth below and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may
constitute a violation of law. This publication/email/report/commentary is being supplied to you strictly on the basis that it will remain confidential. No part of this
publication/email/report/commentary may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (i) redistributed, published,
circulated, reproduced or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB Bank
(as defined below).

This publication/email/report/commentary has been prepared by CIMB Bank and is solely for information and discussion purposes only. This publication/email/report/commentary
should not be construed as a recommendation, an offer to sell or a solicitation of an offer to buy or sell any securities, futures, options or other financial instruments
or to provide any investment advice or services. CIMB Bank is also not acting as an advisor or agent to any person to whom this report is directed in respect of
its contents.

Whilst CIMB Bank has taken all reasonable care to ensure that the information herein has been compiled from sources believed to be reliable and is not untrue or
misleading at the time of publication, CIMB Bank assumes no responsibility and makes no representations or warranties, of any kind, as to the accuracy or
completeness of this publication/email/report/commentary and this publication/email/report/commentary does not purport to contain all the information that a
recipient may require. CIMB Bank makes no express or implied warranty as to the accuracy or completeness of any such information and opinion contained in this
publication/email/report/commentary. The information and any opinion contained in this publication/email/report/commentary are subject to change without notice. Neither
CIMB Bank nor any of its affiliates, related companies, advisers or representatives are obliged to update any such information subsequent to the date hereof. The
projections, valuations and statistical analyses herein may be based on subjective assessments and assumptions and may use one of many methodologies that
produce different results and to the extent that they are based on historical information, they should not be relied upon as an accurate prediction of future performance.
All references to past performance are not a guide to any future performance. Nothing in this publication/email/report/commentary is intended to be, or should be
construed as an invitation by CIMB Bank to buy or sell, or as an invitation to subscribe for, any securities. The price and value of any investments and indicative
incomes herein contained may fluctuate either positively or negatively. It should be noted that investments in emerging markets are subject to increased levels of
volatility than more established markets. Some of the reasons for this volatility relates to the respective economy, political climate, credit worthiness, currency and
general market within that country. When investing in investments denominated in a foreign currency these transactions are also subject to fluctuation in exchange
rates.

Certain transactions mentioned in this publication/email/report/commentary may give rise to substantial risks and may not be suitable for all recipients. Please refrain
from acting on the information herein without first independently verifying its contents. Nothing in this publication/email/report/commentary constitutes a representation
that any recommendation herein is suitable or appropriate to a recipient's individual circumstances and does not take into account the specific objectives or needs
of any recipient given that it is not possible for CIMB Bank to have regard to the investment objectives, financial situation and particular needs of each person who
reads this report. Please seek independent professional legal and financial advice as to the contents of this publication/email/report/commentary and the suitability of
any investment product taking into account your specific investment objectives, financial situation or particular needs before you commit to purchasing a product. For
the avoidance of doubt, the recipient of this publication/email/report/commentary should not treat such content as advice relating to legal, accounting, taxation, technical
or investment matters.

Neither CIMB Bank, its affiliates and related companies (“CIMB Group”) nor any of their directors, employees or representatives accept any liability for any loss,
damage, costs, charges or expenses of whatsoever nature and howsoever arising (including but not limited to direct, indirect, special or consequential loss or loss of
profits or loss of opportunity) suffered by you or any third party in connection with the use of this publication/email/report/commentary or its content (including any
error, omission or misstatement herein, even if CIMB Bank has been advised of the possibility thereof). CIMB Group and their directors, associates, connected
parties and/or employees may own or have positions in securities of the company(ies) covered in this publication/email/report/commentary or any securities related
thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. Further, CIMB Group do and seek to do business with
the company(ies) covered in this publication/email/report/commentary and may from time to time act as market maker or have assumed an underwriting commitment
in the securities or instruments mentioned in this publication/email/report/commentary and, together with its associates and related companies, their directors, officers,
employees and/or agents, may have or take positions or other interests in, and may effect transactions in securities or instruments mentioned herein and may also
perform or seek to perform broking, investment banking and other banking or financial services for the companies or issuers mentioned herein and the affiliates
and/or related companies of such companies or issuers

CIMB Group may act as a principal or agent in any transaction contemplated by this document, or any other transaction connected with any such transaction, and
may as a result earn brokerage, commission or other income. In the ordinary course of our businesses, any member of the CIMB Group may at any time hold long or
short positions, and may trade or otherwise effect transactions, for its own account or the account of our other customers, in debt or equity securities or senior loans
of any company that may be involved in this transaction. This is a result of our businesses generally acting independent of each other, and accordingly there may be
situations where parts of the CIMB Group and/or our clients now have or in the future, may have interests, or take actions, that may conflict with your interests. In
recognition of the foregoing, CIMB Group is not required to restrict its activities as a result of this report and that CIMB Group may undertake any business activity
without further consultation with or notification to you.

Neither CIMB Group nor any of their directors, employees or representatives are to have any liability (including liability to any person by reason of negligence or
negligent misstatement) from any statement, opinion, information or matter (express or implied) arising out of, contained in or derived from or any omission from this
publication/email/report/commentary, except liability under statute that cannot be excluded.

This publication/email/report/commentary is private and confidential and is for the addressee's attention only. This publication/email/report/commentary is intended
for clients of CIMB Bank only. If you are not the intended recipient and have received this publication/email/report/commentary, you may not use, copy or disseminate
the information contained herein or hereto attached. Please also notify the sender/originator of the publication/email/report/commentary of the error and destroy the
publication/email/report/commentary and/or delete the publication/email/report/commentary from your computer and system. We do not assure the security of
information electronically transmitted, and your communication with us or request for communication through such means shall signify your acceptance of such risk.

If at any time any provision or part of any provision, of this disclaimer is, or becomes, illegal, invalid or unenforceable in any respect under applicable laws, that shall
not affect the legality, validity or enforceability of any other provision, or part of that provision, of this disclaimer.
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This publication/email/report/commentary has been produced by the corresponding CIMB Bank entity as listed in the table below. The term “CIMB Bank” shall
denote the relevant entity distributing or disseminating this publication/email/report/commentary in the particular jurisdiction referenced below.

Country CIMB Bank Entity
Malaysia CIMB Bank Berhad; and CIMB Investment Bank Berhad

CIMB Bank has produced this publication/email/report/commentary. Please contact your Private Banker, Relationship Manager or walk into your nearest CIMB
Branch before acting in reliance on any information contained within this publication/email/report/commentary.



