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Q4 2023 Global Asset Allocation Viewpoints - The last mile

Asset allocation for Q4

Investment preference

Less < < Neutral > > More

1. Global growth is facing a number of headwinds Equities o -> @ O O
The global outlook is being troubled by rising rates, oil prices and the U.S. dollar, resulting in Fixedincome O O ® < O O
investor risk aversion. The U.S. faces a consumer-led downturn, although corporate balance sheet Alternatives O O L O O

strength should ensure it is only mild.

2. Inflation is decelerating, albeit slowly, and will likely end the year above target v Large-cap 8 - 8 2 8
Global inflation continues to recede, but deep economic slowdowns may be required to reach Midcap O (] O O
global central bank inflation targets. Higher oil prices, if sustained, also threaten to undermine Small-cap O O O O
anchored inflation expectations. Ex-U.S. @) <~ O O O
Europe O <~ O O O

3.Global monetary tightening cycles are nearing the end, but rate cuts are not imminent. K O 0O 0O e)
As long as economic growth remains above trend, inflation may resurge, forcing continued Japan O O o O
caution amongst policymakers and delaying policy rate cuts. Developed Asia Pacificex-Japan O () O @)
Emerging markets O O — @ O

4. Equities face limited upside as a 2024 soft landing is already priced in.

oJoJeoleoleolel Jeoleolelele) (ele)eX X X N NOIOX®)

Fixed income

Spiking bond yields are challenging the equity market’s soft landing assumption. With limited us. O ® O _O
prospect of an upgrade to earnings expectations, equity market returns are likely to be muted— Treasurys 8 8 2 8
2 . 3 Mortgages
particularly until bond yields peak. nvestment grade corporates O3 S P S
5. The global bond sell-off is disruptive but adds much-needed income to fixed income. ';igh yield/Senior loans Q) ® O O
A nuanced approach is required in fixed income. Higher for longer may extend the bond sell-off, Preferreds (debt&eqi'ltpys) 8 2 8 8
but a modest economic downturn means credit spreads can remain fairly tight. Bonds now may Ex U.S. O O P O
generate meaningful portfolio income. Developed market sovereigns O °® 0O O
Developed market credit O () O O
6. Alternatives may provide important diversification against traditional equities and fixed Emerging market localcurrency O O [ O
income. Emerging market hard currency O [ ) O O
Until bond yields peak, REITs may remain under pressure. Commodities’ strong performance may
be sustained. While the less bearish economic outlook suggests infrastructure exposure is less Infrastructure O O ® < O O
crucial, inflation mitigation is still required. REITs O O > @ O O
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Global economy: Starting to feel the heat

The global outlook looks troubled as rising rates, oil prices and the U.S. dollar may threaten to exacerbate
economic slowdowns.

Developed market and China Purchasing U.S. 10-year Treasury yield, Brent crude oil price
Managers’ Index (PMI) and U.S. dollar index
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Source: Bloomberg, Principal Asset Management. Data as of August 31, 2023.
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Inflation: In need of a little growth slowdown

Developed market central banks have made encouraging disinflation progress. Yet, the final shift lower
toward central bank targets may require a meaningful economic slowdown.

Principal Asset Allocation GDP-weighted inflation
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Source: Bloomberg, Principal Asset Allocation. Data as of August 31, 2023.
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Source: Bureau of Labor Statistics, Principal Asset Management. Data as of August 31, 2023.
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Central banks: Higher for longer

Fed policy rates have likely peaked, but rate cuts may not come until mid-2024 once the labor market shows

evident signs of weakness.

Federal Reserve policy rates path
Fed funds rate and September FOMC forecast
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Source: Federal Reserve, Bureau of Economic Analysis, Bloomberg, Principal Asset Management. Data as of September 30,
2023.
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Global equity valuations remain stretched

Global equity retreated, but valuations remained stretched. The U.S. remains the most expensive market globally,
while Latin America has rarely been cheaper.

Global equity returns and valuations
Last twelve months returns and % times cheaper, MSCI indices

INDEX
MSCI EMERGING MARKETS
MSCI ALL COUNTRY WORLD

o o (LTM)Last
20.8% 86% MSCI EAFE 11.7% 46% Twelve M(;nth % time cheaper
25.6% 40% return (%)
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MSCI USA: STYLE
VALUE 11.9% 73% MSCI INDIA
GROWT  29.6% 86% 10.1% 80%
H
MSCI BRAZIL
15.2% 9%
MSCI CHILE

3.3% 2%

Source: FactSet, Bloomberg, MSCI, Principal Asset Allocation. LTM (last twelve months) returns are total return and in USD terms. % Time Cheaper is relative to PAA Equity Composite Valuation history. PAA Equity

Composite Valuation is a calculated measure, comprised of 60% price-to-earnings, 20% price-to-book and 20% to dividend yield. Composite started in 2003. EAFE is Europe, Australasia, Far East. Data as of
September 30, 2023.
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Equities: Our positioning shifts to neutral

Inflation and earnings estimates
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Source: Bureau of Labor Statistics, S&P Dow Jones, Bloomberg, Principal Asset Management.
Data as of September 30, 2023.

Cumulative foreign flows into Japan equities
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Source: Japan Ministry of Finance, Bloomberg, Principal Asset Management.
Data as of September 30, 2023.

* U.S. equities have already realized soft

landing expectations. With the limited
prospect of an upgrade to earnings
expectations, equity market returns will likely
be muted—particularly until bond yields peak.
Once clear signs of earnings or economic
slowdown emerge in late 2023 or even early
2024, equity markets may, at that point, come
under renewed pressure.

Broad defensives may deliver stronger
performance. Energy stands to continue
gaining from elevated oil prices. In addition,
while higher bond yields are currently

challenging tech companies, we retain a
preference for large- over small-cap, given the
increasing need for quality, large balance
sheets and pricing power, as well as the
secular Al trend.

We increased our exposure to emerging
markets to slightly overweight. Furthermore,
Japan’s economy has continued to
strengthen, but without the high inflation and
imbalances that have burdened other
Developed market economies in recent years.
Japan’s desynchronization from other
developed markets may provides an attractive
opportunity for diversification.
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Fixed income: Our positioning shifts to neutra

Fixed income asset class performance

Total return, rebased to 100 at January 1, 2023 neutral, mainly driven by our more cautious
view on Treasurys. 10-year U.S. Treasury

Our fixed income positioning also shifts to

1981 TUS Al yields hit 4.57% at the end of Q3, the
106 u.S. highest level since 2007. However, given the
Treasury A . ]
104 Corporates validity of the “higher for longer” narrative.
102 —— High Yield Bond prices are not yet convincingly cheap.
100 High-quality credit remains favorable ahead
98 of the slowdown. Its Default risk should
96 : : : : : . . . remain low and risk appetite robust,

Jan-23 Feb-23Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 supporting current spread levels. While

Source: Bloomberg, Principal Asset Management. U.S. Agg = Bloomberg U.S. Aggregate Bond Index; U.S. Treasury = Bloomberg U.S. Treasury : A o c
Index; Corporates = Bloomberg U.S. Corporate Index; High Yield = Bloomberg U.S. Corporate High Yield Index. Data as of September 30, 2023. Investment grade remains at an Overwelg ht’
high yield continues to sit at neutral.

Yield comparison: S&P 500, investment grade bonds, and 6-month Treasury bills _
S&P 500 12m forward earnings yield, investment grade bond yield-to-worst, and 6-month Treasury bills yield Local currency emerging market debt
remains overweight as central bank rate
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Note: U.S. investment grade represented by the Bloomberg U.S. Corporate TR Value Unhedged USD Index.
Source: S&P Dow Jones, Federal Reserve, Bloomberg, Principal Asset Management. Data as of September 30, 2023.
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Infrastructure: Remain at a neutral weighting

Listed infrastructure versus global equities in differing inflation
environments
2003-2022
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Note: Global equities is represented by MSCI All Country World Index. Global listed Infrastructure is represented by the MSCI ACWI Utilities
Index from 2003 through 2006, a 50/50 blend of MSCI ACWI Utilities Index and the Alerian MLP Index from 2007 through 2015, and the FTSE
Global Core Infrastructure 50/50 Index thereafter. Past performance does not guarantee future results. Index performance information
reflects no deduction for fees, expenses, or taxes. Indices are unmanaged and individuals cannot invest directly in an index.

Source: U.S. Bureau of Labor Statistics, CPl ex-food & energy, FactSet, Principal Asset Management. Data as of December 31, 2022.

Infrastructure may not outperform global
equities if the U.S. economy experiences a
mild downturn and inflation continues to
soften.

Although an economic downturn is
expected, it is projected to be only short
and shallow. This less bearish economic
outlook and its equity beta suggest that
infrastructure may perform broadly in line
with global equities, thereby deserving a
neutral position. An inflation resurgence is a
continued threat, and, as a result,
infrastructure’s inflation mitigation
properties are still required in a portfolio.

In addition, infrastructure investments can
offer more stability within a well-diversified
portfolio, typically having predictable cash
flows associated with the long-lived assets.
They also provide exposure to the global
theme of de-carbonization, which presents
a multi-decade tailwind for utilities and
renewable infrastructure companies.
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DISCLOSURES

Investment involves risks. Past performance of any particular fund or product mentioned in this document is not indicative of future performance of the relevant fund or product, and the value of the each fund or product
mentioned in this document may go down as well as up. You should not invest solely in reliance on this document. There is no assurance on investment returns and you may not get back the amount originally invested.

Equity investments involve greater risk, including higher volatility, than fixed-income investments. Fixed-income investments are subject to interest rate risk; as interest rates rise their value will decline. International and global
investing involves greater risks such as currency fluctuations, political/social instability and differing accounting standards. Potential investors should be aware of the risks inherent to owning and investing in real estate,
including value fluctuations, capital market pricing volatility, liquidity risks, leverage, credit risk, occupancy risk and legal risk. Non-investment grade securities offer a potentially higher yield but carry a greater degree of risk.
Risks of preferred securities differ from risks inherent in other investments. In particular, in a bankruptcy preferred securities are senior to common stock but subordinate to other corporate debt. Emerging market debt may be
subject to heightened default and liquidity risk. Risk is magnified in emerging markets, which may lack established legal, political, business, or social structures to support securities markets. Small and mid-cap stocks may have
additional risks including greater price volatility. Treasury inflation-protected securities (TIPS) are a type of Treasury security issued by the U.S. government. TIPS are indexed to inflation in order to help investors from a decline
in the purchasing power of their money. As inflation rises, rather than their yield increasing, TIPS instead adjust in price (principal amount) in order to maintain their real value. Inflation and other economic cycles and conditions
are difficult to predict and there Is no guarantee that any inflation mitigation/protection strategy will be successful. Contingent Capitals Securities may have substantially greater risk than other securities in times of financial
stress. An issuer or regulator’s decision to write down, write off or convert a CoCo may result in complete loss on an investment. Real assets include but not limited to precious metals, commodities, real estate, land,
equipment, infrastructure, and natural resources. Each real asset is subject to its own unique investment risk and should be independently evaluated before investing. As an asset class, real assets are less developed, more
illiquid, and less transparent compared to traditional asset classes.

You should consider your own risk tolerance level and financial circumstances before making any investment choices. If you are in doubt as to whether a certain fund or product mentioned in this document is suitable for you
(including whether it is consistent with your investment objectives), you should seek legal, financial, tax, accounting and other professional advice to ensure that any decision made is suitable with regards to that your
circumstances and financial position, and choose the fund(s)/product(s) suitable for you accordingly.

The information contained in this document has been derived from sources believed to be accurate and reliable as of the date of publishing of this document, and may no longer be true, accurate or complete when viewed by
you. The content is for informational purpose only and does not constitute an offer, a solicitation of an offer or invitation, advertisement, inducement, representation of any kind or form whatsoever or any advice or
recommendation to enter into any transactions in respect of the funds/products referred to in this document. This document is not intended to be relied upon as a forecast, research, or investment advice regarding a particular
investment or the markets in general, nor is it intended to predict or guarantee the performance of any investment. The information does not take account of any investor’s investment objectives, particular needs or financial
situation. You should not consider the information as a comprehensive statement to be relied upon. All expressions of opinion and predictions in this document are subject to change without notice.

All figures shown in this document are in U.S. dollars unless otherwise noted.

Subject to any contrary provisions of applicable law, neither the companies, nor any of their affiliates, nor any of the employees or directors of the companies and their affiliates, warrants or guarantees the accuracy of the
information contained in this document, nor accepts any responsibility arising out of or in connection with any errors or omissions of the contents set out in this document.

This document is the property of Principal Asset Management Company (Asia) Limited that no part of this document may be modified, reproduced, transmitted, stored or distributed to any other person or incorporation in any
format for any purposes without Principal Asset Management Company (Asia) Limited’s prior written consent.

Source of this document is from Principal Global Investors. Principal Global Investors leads global asset management at Principal® and includes the asset management operations of the following members of Principal®:
Principal Global Investors, LLC; Principal Real Estate Investors, LLC; Principal Enterprise Capital, LLC; Spectrum Asset Management, Inc.; Post Advisory Group, LLC; Columbus Circle Investors; Morley Capital Management Inc.;
Finisterre Capital, LLP; Origin Asset Management, LLP; Principal Global Investors (Europe) Limited; Principal Global Investors (Singapore) Ltd.; Principal Global Investors (Australia) Ltd.; Principal Global Investors (Japan) Ltd.;
Principal Global Investors (Hong Kong) Ltd., and include assets where we provide model portfolios. Marketing assets under management include certain assets that are managed by Principal International and Retirement and
Income Solutions divisions of Principal.

© 2023, Principal Financial Services, Inc. Principal Asset ManagementSM is a trade name of Principal Global Investors, LLC.Principal®, Principal Financial Group®, Principal Asset Management, and Principal and the logomark
design are registered trademarks and service marks of Principal Financial Services, Inc., a Principal Financial Group company, in various countries around the world and may be used only with the permission of Principal
Financial Services, Inc

This document has not been reviewed by the Securities and Futures Commission.
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