Investment Playbook
Weekly Update

May 2*

LIGHTHOUSE
CANTON

May 24th 2024

’l ‘
2023 ‘h-. ®

ASTAN PRIVATE BANKER
13*"AWARDS FOR DISTINCTION

BEST INDEPENDENT
WEALTH MANAGER
ASIA PACIFIC

’lh
2022 -'-._ ®

ASIAN PRIVATE BANKER
AWARDS FOR DISTINCTION

BEST INDEPENDENT WEALTH MANAGER
ASIA PACIFIC

/
2021 ’.‘@

ASIAN PRIVATE BANKER
AWARDS FOR DISTINCTION

BEST INDEPENDENT WEALTH MANAGER
WEALTH PLANNING SERVICES

’lh
2021 "-._ ®

ASIAN PRIVATE BANKER
AWARDS FOR DISTINCTION

BEST INDEPENDENT WEALTH MANAGER
INVESTMENT ADVISORY

/

ASTAN PRIVATE BANKER
13""AWARDS FOR DISTINCTION

HIGHLY COMMENDED
INDEPENDENT WEALTH MANAGER
INDIA

PRIVATE
BANKING

AWARDS

2023

ASIAMONEY

RISING STAR, SINGAPORE

Prwate
Banking

2022

OUTSTANDING
DIGITAL TRANSFORMATION IN
COVID 19 BY A FAMILY OFFICE

BEST FAMILY OFFICE —
MIDDLE EAST

BEST FAMILY OFFICE —
UNITED ARAB EMIRATES

lighthouse-canton.com




Disclaimer

The contents of this document are confidential and are meant for the intended recipient only. If you are not the intended recipient,
please delete all copies of this document and notify the sender immediately.

This document, provided as a general commentary, is for informational purposes only and is not to be construed as an offer to sell or
solicit an offer to buy any financial instruments in any jurisdiction. This does not constitute any form of regulated financial advice, and
your independent financial advisor should be consulted prior to taking any investment decision(s).

This document is based on information from sources which are reliable but has not been independently verified by Lighthouse
Canton Pte Ltd or its affiliates (collectively called "LC"). LC has taken the reasonable steps to verify the contents of this document
and accepts no liability for any loss arising from the use of any information contained herein. Please also note that past
performances are not indicative of future performance.

Information contained herein are those of the author(s) and does not represent the views held by other parties. LC is also under no
obligation to update you on any changes made to this document.

This document is prepared by Lighthouse Canton Pte Ltd and its affiliate company, Lighthouse Canton Capital (DIFC) Pte Ltd, which
are regulated by Monetary Authority of Singapore (“MAS”) and Dubai Financial Services Authority (“DFSA”) respectively. MAS and

DFSA has no responsibility for reviewing, verifying and approving the contents of this document and/or other associated documents.
The contents of this document may not be reproduced or referenced, either in part or in full, without prior written permission from LC.

This document is confidential and is only intended for Accredited Investors and/or Professional Clients, as defined by MAS and
DFSA.
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China’s Property Rescue Package No Quick Fix

But Would Open The Door To Further Measures Down The Line

» Several economic releases from China in April
disappointed. Retail sales growth slowed from 3.1%

aME —— TOTAL SOURCE OF FUND (LS) _EE‘LB yly to 2.3% y/y, and fixed asset investment growth
irodl PAYMENTS (RS) \ 1 600 fell from 4.5% YTD y/y to 4.2% YTD y/y, both missing
oo | B expectations. Industrial production exceeded
1300 - - 400 expectations, mainly due to exports and global trade

1200

stabilization. However, the decline in new and used
home prices accelerated.

1100 -1 300

1000 CHINA:
REAL ESTATE DEVELOPERS

AE.;; ~—— FLOORSPACESOLD _ :EEQ% « The government announced a new property market
50 - PAYMENTS 1 s rescue package on Friday (17 May), which includes
ol 1% CNY 300 billion (USD 42 billion) of PBoC funding to
“ 1% help government-backed firms absorb excess
0 0 housing inventories. The plans will also relax
> ST'LL B e mortgage rules and lower downpayment
30 - ©BT“ReSTaf°h o | A requirements for homebuyers.

AL e o L a0z 20m « However, the rescue package is unlikely to be a

game changer but should further reduce the
negative secondary impact of the property sector.
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Key JOLTS* Measures Are Softening

Lower job openings, quits and hirings should lead to higher unemployment by year-end
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The Job Openings and Labor Turnover Survey (JOLTS)
is a monthly report by the Bureau of Labor Statistics
(BLS) in the United States. This survey helps
economists, policymakers, and businesses understand
job availability and labor movement within the
economy. Key metrics in the JOLTS report include:

Job Openings: Positions open and available but not yet
filled.

Hires: The number of hires during the month.

Separations: Includes quits (voluntary), layoffs and
discharges (involuntary), and other separations
(retirements).

Quits Rate: Quits as a percentage of total
employment.

Layoffs and Discharges Rate: Layoffs and discharges
as a percentage of total employment.
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Higher Unemployment To Trigger Next Recession

Every time Unemployment raised by 0.5 points, there has been a recession in the US
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Source: BCA, May 2024
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Lower job openings, hiring intentions, and quits
indicate that the job market is softening in the US and
is likely to push the unemployment rate (currently at

3.87%) higher in the coming months.

Historically, when the US unemployment rate crosses
above 4%, which is 0.5% above its most recent low of
3.5% in April 2023, a technical recession is likely to

materialize.

Indeed, since the 1950s, every recession in the US has
coincided with the unemployment rate rising by more

than half a point.
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Delinquencies Are Low, But Strains Have Emerged

2023 points to much higher delinquencies than previous vintages at the same period.
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VIX Index Below 12.0

At 11.99 on May 17th, the “fear gauge” shows no signs of stress on equities

40.0 + Often dubbed the "fear index," the VIX closed on May
—— e \/IX INDEX 17th at 11.99, marking a four-year low and indicating a
. lack of stress in US equities. However, we believe this
30.0 complacency is misplaced.
25.0 « While we acknowledge the resilience of the US
o economy and the current control over inflation, early
signs of an economic slowdown are emerging, as
15.0 evidenced by the rising US unemployment rate.
10.0 Therefore, caution is warranted.
- * We reiterate our recommendation to hedge an equity
portfolio for several reasons: record high levels in US
0.0 . : : : e ) - -
o - I T equities, above-average valuation multiples,

inexpensive volatility/hedging costs, and the potential

for a recession in 2025. LIGHTHOUSE
8 Source: Bloomberg, May 2024 CANTON
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farnings summary (1/2)

Corporate America delivers yet another resilient set of earnings
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The S&P 500 saw its earnings grow by 7.73% YoY and
sales increase by 4.08%, which translates into a

positive surprise of about 8.4% and 1%, respectively.

7 out of the 10 sectors reported positive YoY growth,
while the cyclical sectors (Materials & Energy)
reported a drop in earnings and Healthcare was the

biggest laggard this quarter.

Earnings growth is expected to broaden out in the
coming quarters, with growth in Tech likely to come
off, lapping tougher comps and Healthcare & Materials

making a comeback in Q2.

Overall, we see Q1 as a solid quarter, with Tech
managing to surpass the high bar set by the Street,

which has helped the Index reach new record highs in

May. LIGHTHOUSE
CANTON
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On a consolidated basis, guidance for Q2 2024 also came in stronger than expected

25

i5

0.5

CHART &
Q2 2024 Guidance Less Negative
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Source: BCA, May 2024

According to FactSet, 87 companies have issued EPS
guidance for Q2-24, 51 companies of which have

guided lower, while 36 have guided higher.

This puts the N/P (negative to positive) ratio at 1.4, well

below the long-term average of slightly more than 1.6.

Strong Q1 earnings supplemented by a better-than-
expected Q2 guide points towards a resilient economy
that continues to trudge along in a high interest rate
environment that has started to weigh on the

consumer.

We recommend staying overweight on Technology,
while moving away from Consumer Discretionary

names and rotating into defensives such as Staples

and Healthcare. LIGHTHOUSE

CANTON
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LC Views Summary (1/3)
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* On 1st May FOMC meeting, the committee kept the federal funds rate target range at 5.25%-5.50% for a sixth consecutive meeting. There were two notable changes

to the policy statement. One was an additional sentence acknowledging the “lack of further progress” toward the 2% inflation target over the past few months. That’s
a clear indication the Fed has taken a signal from the hot inflation readings this year. Even though Powell said policymakers took a signal from three months of higher-
than-expected inflation prints to start the year, his answers at the press conference suggest the signal they took was cursory. Powell insisted favorable supply-side

factors can keep inflation on the right track, and said he sees “no evidence” that progress on disinflation has reversed.

* The second major change in the statement was the announcement that the Fed will start tapering quantitative tightening (QT) in June. The Fed will reduce the
maximum amount of Treasuries allowed to run off its balance sheet to $25 billion per month, from the current $60 billion. The monthly cap on mortgage-backed

securities run off was kept at $35 billion.

*  We continue to favor investment grade bonds to build a strong foundation for the portfolio and seek to compliment the latter with selective high yield bonds for yield
enhancement. While we recommend to allocate a larger portion of the portfolio in short duration bonds due to the elevated yields, we are actively extending duration
(in IG credits) into the 5-10Y space with the spike in Treasury yields. We advise against increasing duration beyond 10 years for the core portfolio as the risk-reward

does not favor ultra-long ends. However, on a tactical play, we recommend allocating a small position <5% of portfolio in iShares 20+ Year Treasury Bond ETF (TLT

Credit

US) as the Fed is close to reaching (or even might have reached) the peak of its rate hiking cycle.

* Due to the challenging economic outlook ahead, we see further opportunity in special situations bond funds, which could provide asymmetric returns in a prolonged

distressed and disruptive credit market.

LIGHTHOUSE
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LC Views Summary (2/3)

m Recommended Positioning

» Markets continued to rally in May with the S&P 500 hitting yet another record high this week on the back of a strong earnings print by Nvidia, which managed to surpass

the high bar set by the Street. The company’s results are likely to provide comfort to the broader Technology sector which has caught up with the S&P 500 in May and is

likely to continue doing well in the near-term.

+  With Q1 2024 earnings season coming to a close, following are the results seen up until now, from 476 constituents of the S&P 500 that have already reported earnings
: Sales grew by slightly more than 4.1% YoY, which translates into a positive surprise of more than 1%. Earnings have grown by 7.7% YoY (the big jump from last week
comes on the back of Nvidia’s earnings print being incorporated), which translates into a positive surprise of 8.4% driven by nearly 80% of the companies exceeding
what analysts had penciled in. Overall, corporate America declared yet another set of resilient earnings with Technology, Consumer Discretionary, Communications &

Utilities leading the way and cyclical sectors like Energy & Materials being the worst performers.

»  We anticipate that developments in Artificial Intelligence (Al) will be pivotal over the next 6-9 months, particularly given the significant role the tech sector has played
in this year's market rally. Despite lofty valuations, demand for Al products and services remains strong, suggesting continued support for these sectors. Additionally,

the massive capex guides provided by the hyperscalers (MSFT, GOOGL, AMZN & META) should continue to benefit Al related hardware companies.

* While leaders in the Al space, such as Nvidia and Microsoft, may continue to perform well, other sectors, such as consumer discretionary and retail, show signs of
weakness. Examples like Tesla and Lululemon, once investor favorites, have already seen a 30% decline year-to-date. We expect such disparities among stocks to

persist throughout the year.

» Although the likelihood of an immediate US recession has diminished, we maintain a cautious stance on current equity market valuations, which are notably higher than
historical averages. With a trailing 12-month price-to-earnings (P/E) ratio of 23.3 and a 1-year forward P/E of 20.7, there is a risk of a sharp market decline due to
overvaluation, if economic sentiment shifts. While investor optimism may prevail until clear recession signs emerge, we advise maintaining a significant equity market

presence, supplemented by hedging strategies to mitigate potential losses.



LC Views Summary (3/3)
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- We anticipate continued currency volatility throughout 2024, exemplified by the Japanese Yen, which plummeted to its lowest level against the USD (158) since 1990.

Currencies With global recessionary risks looming, the USD may see short-term strengthening from a tactical perspective. While exposure to JPY, EUR, and GBP could be
gradually increased to capitalize on recent lows, implementing such a strategy now may be premature. Additionally, we suggest incorporating active managers,

particularly Macro funds, to capitalize on opportunities arising from heightened volatility in both currencies and interest rates.

+ 2024 promises to be an intriguing year for commodities. Our structural bullish outlook on Gold, driven by factors such as diversification benefits, inflation hedging,
Commodities geopolitical risks, and the de-dollarization trend, has proven positive thus far with a 15% increase. Similarly, Oil is expected to remain highly speculative, as evidenced
by a 20% surge over the last three months. While recessionary concerns may dampen demand, production cuts by OPEC+ members and already low oil inventories are

likely to support prices in the near term. We recommend allocating up to 5% of assets to one or two managers to capitalize on commodity trends.

» Tightening financial conditions have started to cause sharp repricing in property prices globally and threaten rental growth rates. The prospect of rate cuts this year

could present opportunities to pick good REITs which are trading cheap.

Real Estate

« With the recent banking turmoil, Commercial Real Estate exposure is increasingly at risk given the large exposures the smaller banks have to the sub-sector. Clients

holding on to any related exposures should consider removing them.

LIGHTHOUSE
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