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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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Surge In OTC Buying Carried Demand For Bullion

Jewelry Fabrication, Long A Key Driver Of Demand, Slows On Higher Costs

/" Gold price ($/0z) M OTC & other demand (tonnes) Jewelry fabrication Technology
B Investment M Central banks & other inst.

2,500 .. . .
« Goldisin record-setting form, topping $2,500 an ounce on

expectations that the Federal Reserve is poised to cut US
interest rates as early as next month.

2,000

« The precious metal’s 21% year-to-date surge has made it
one of the best performing major commodities in 2024.

| | . . - . . ] - B o « Demand in the over-the-counter (OTC) market may be hard

1,500

_— to track, but it’'s been an important feature this year.

« Strong physical bar-buying, particularly by family offices
in Asia, helped gold consumption to register its best
second quarter in at least 25 years, according to
the World Gold Council. The association of producers says
further demand growth in the OTC market is expected to
be a key driver of gold’s rally.
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Last Chance To Get 5% Yields On IG Bonds

Fed Rate Cuts Will Take The Sheen Off Corporate Credit

888 rated bood yield WA MM

Source: Bloomberg, August 2024

Investors are running out of time to bag high-quality
corporate debt yielding 5%. Mounting demand for waning
supply will anchor credit spreads through the next global
market pandemonium.

Blue-chip US corporate bonds yield about 5% on average,
down from well over 6% in November. That’s more than
the 10-year average of 3.6% — and it won'’t last.

Two years ago when high-grade debt breached 5% for the
first time since the global financial crisis, investors didn’t
immediately pounce because they were holding out for
more. Now, with inflation falling and central banks easing,
investors fear missing out on the way back down to 4%.

Spreads may act as something of a buffer — there’s room
for risk premia to widen out a bit, which would boost all-in
yields. But in general, credit investors will have to get
used to much slimmer pickings after two years of
extraordinarily fat coupons.
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Performance Of Asset Classes During Fed Rate Cut
Cycles (2001-20)

Gold Outperformed While Equities Broadly Underperformed

Average 12-month returns of various asset classes during Fed rate cut cycles
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This chart shows the cross asset aggregate returns of Indices over 4 rate cut cycles between 2001 - 2020
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US Labor Market - Job hiring and quit rates

Historic low unemployment rate below 4.5% in the US camouflaging nascent cracks in the US labor market
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"* SHOWN TRUNCATED AT 5% FOR PRESENTATION PURPOSES.
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Despite the unemployment rate remaining below 4.5% for 33 consecutive
months, key indicators such as the JOLTS! hiring rate figures reveal a
significant slowdown, indicating potential stress in the labor market. Ahead
of recessions, firms usually reduce the pace of hiring before they start

firing.

The current job opening rate has declined sharply from post pandemic peak
of 7.4% to 4.9%, highlighting continued deterioration in labor demand. In
addition, households’ perceptions of job availability have deteriorated as

well, as evidenced by falling quits rate.

Historical trends suggest that the 3-month moving average of the
unemployment rate is highly mean-reverting. A rise of more than one-third
of a percentage point from cycle lows has historically led to a recession,
reinforcing BCA’s expectation of a downturn in late 2024 or early 2025.

This outlook suggests that while stocks may stabilize in the short term, the

medium-term trajectory remains negative. LIGHTHOUSE
CANTON



Payrolls Get Largest Downward Revision Since 2009

Downward Payroll Revisions Strengthen Case for Fed Rate Cut

« The Bureau of Labor Statistics revised down payroll nhumbers by

818,000 for the 12 months ending March 2024, signaling a weaker

Theu Thau

o LPEJNF.B.RMFD.YH‘DLLGEQWTHNEIHEVIEIOHS ” labor market than previously thought. Despite this, the initial

40 40

market reaction was muted, with the S&P 500 recovering after a
brief dip.
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* Revisions in payroll data have been common recently, with a
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downward bias, raising concerns about the accuracy of the jobs
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’ ° report. The July FOMC meeting minutes showed that the Federal
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Reserve is now placing greater emphasis on labor market
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conditions. The weaker jobs data has solidified expectations for a
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rate cut in September, with analysts predicting a 25-basis-point
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cut, though a larger cut remains possible depending on future

SOUMRCE: BUREAL OF LABDR STATESTICS.
data.
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U.S. Dollar Softens Versus G10 Currencies

Historic low unemployment rate below 4.5% in the US camouflaging nascent cracks in the US labor market

Perf. | Perf. | Perf :
' « The U.S. Dollar Index (DXY) hit a 2024 low, down nearly 5% from
- IRTATORRATE - e b oo dex 0K it s 2026w, down sty 5

its April highs, with a 3% decline in August driven by labor market

DXY INDEX 101.23 -2.96 -3.53 -2.25
concerns and expectations of Federal Reserve rate cuts. These
Europe (Stoxx50) EUR CURNCY 1.11 234 298 2.77 . . -
expectations have led to a lower dollar, as investors anticipate
UK GBP CURNCY 1.31 1.21 293 281 easing monetary policy.
Japan JPY CURNCY 14541 8.00 7.83 0.33
Australia AUD CURNCY 0.67 151 1.8 4.98 * Despite this, the outlook remains resilient on the dollar over a 6-
New Zealand NZD CURNCY 062 291 092 348 to-12-month horizon due to its counter-cyclical nature. The US is
Canada CAD CURNCY 136 125 079 -0.27 more service-oriented than other economies, and in a global
. downturn, the dollar typically strengthens. While this pattern
Swiss CHF CURNCY 0.85 441 7.48 3.33
didn’t hold in H1 2024, factors such as delayed Fed easing and
Norway NOK CURNCY 10.51 4.15 187 1.02 _
global demand have shifted.
Sweden SEK CURNCY 10.20 5.16 5.32 7.23
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LC Views Summary (1/3)
e

. Several Federal Reserve officials acknowledged there was a plausible case for cutting interest rates at their July 30-31 meeting before the central bank’s policy
committee voted unanimously to keep them steady.

. “Several observed that the recent progress on inflation and increases in the unemployment rate had provided a plausible case for reducing the target range 25 basis
points at this meeting or that they could have supported such a decision,” minutes from the meeting, published Wednesday in Washington, said. “The vast majority
observed that, if the data continued to come in about as expected, it would likely be appropriate to ease policy at the next meeting.”

. Since the release of the July jobs and inflation data, several Fed officials have said they are nearing the time when rate reductions will be appropriate. Futures
markets are pricing in about 100 basis points of cuts over the remainder of the year.

*  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. We recommend a duration (in IG credits) of 5-10Y and advise against increasing duration beyond 10 years in corporate credits as the risk-reward does

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

as the Fed is on the brink of an easing 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.
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LC Views Summary (2/3)
m

The equity markets were relatively muted this week, which helped maintain the calm that returned during the week gone by. Chair Powell is set to speak at the Jackson

Hole conference on Friday, which should give further clues into how the Fed is thinking, in terms of balancing its dual mandate of keeping inflation in check and
maintaining maximum employment. Any dovishness by Chair Powell will add to the softer than expected PPl & CPI print we saw last week, cementing a rate cut in
September (although the jury is still out on whether it will be a cut of 25bps or 50bps) which the markets think will be supportive for risk assets. We are however slightly
more skeptical of this stance being taken by the equity markets, given our understanding of how equity markets tend to start correcting only once the Fed has gotten
going on its rate cutting spree and historically, they have been unable to manufacture a soft landing every time real interest rates have been maintained at such high
levels for so long.

»  We continue to believe that valuations in the market are expensive in context of their own historical average, with the S&P 500 one-year forward P/E ratio at 22.4x and
the Tech sector (S5INFT) at 31.7x and in case of any further disappointment on the macro-economic front, there is room for significant downward P/E re-rating which
can lead to a steep correction in the equity markets.

+ Almost all of the S&P 500 constituents (475/500) have reported numbers for the 2nd quarter and here’s how they have stacked up till now : Sales have grown by 4.7%
YoY while earnings have increased by 9.3% on a YoY basis. Till now about 80% of the companies have surpassed analyst estimates delivering a positive earnings
surprise of about 5.2%, which is a bit lower than the mid-single digit earnings surprise that we usually see.

« Overall, we recommend being long equities, especially Tech after the recent drawdown while hedging using index level put options to insulate the direct equity holdings
against any sudden drop in the markets. Additionally, investors can also take advantage of further gains in equities by opportunistically selling out of positions that

seem over stretched / expensive from a valuation perspective.
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LC Views Summary (3/3)

W Recommended Positioning

« 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,

geopolitical risks, and the de-dollarization trend, has proven positive thus far with a 15% increase. Similarly, Qil is expected to remain highly speculative, as evidenced

Commodities

by a 20% surge over Q1 2024, followed by a 15% correction in Q2. 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.

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.
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