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Video subject: Higher for Longer Environment Continues: The latest Strategy for Bond and
Equity market

Video highlights:

The Fed Chairman Kevin Warsh reiterated the 2% US PCE inflation target, signaling
potential interest rate hikes in the Jackson Hole Meeting. The hawkish stance drove the
US 2-year Treasury yield up by 11 basis points in a single day, marking the largest post-
meeting single-day increase in the past 20 years.

The US Treasury Department announced an increase in long-term treasury buybacks,
with reports indicating Treasury General Account (TGA) funds might be deployed to
alleviate upside pressure on long-term yields.

While this improves short-term liquidity, US federal debt has surpassed $40 trillion, and
the fiscal year 2026 deficit reached $1.8 trillion for the first 10 months. Massive
government and corporate bond issuance continue to uplift long-term treasury supply.
For fixed-income portfolios, investors should avoid blindly increasing ultra-long bond
positions to chase coupon rates. Instead, focus on duration management by considering
short-to-medium-term and floating-rate bonds. In addition, diversification is also
important and investor could consider Asian and Chinese bond markets.

In equity markets, US and European indices held near historical highs in Aug, on strong
Q2 earnings. However, fund flow rotated from high-growth, high-valuation stocks into
defensive or value sectors. Concerns over US fiscal expansion also fueled USD
depreciation trades, boosting gold and silver as well.

September brings multiple uncertainties, including treasury yield trends, central bank
policies, geopolitics and the upcoming midterm elections. Though S&P 500 Q2 earnings
beat expectations with +51.9% growth yoy, multi-year high yields are repricing stock
valuations.

Investors could consider to diversify into non-tech sectors: Energy and Materials benefit
from rising commodity prices but are volatile; Financials gain from reviving capital
market activities at attractive valuations; and Healthcare offers defensive, innovation-
driven growth.

European stock valuations trade at a discount to the US due to structural differences,
being dominated by financials and industrials rather than IT. While long-term growth
views remain conservative, Europe offers distinct returns and is shifting fiscal focus
toward defense, energy security, and grid upgrades. Resilient earnings could narrow this
valuation discount, making industrials, utilities, financials, and healthcare worth noting.
For Chinese equity markets, stimulus expectations provide policy support. The potential
upcoming Hang Seng Tech Index reform will include more advanced hardware, Al, and
robotics stocks, This could help enhance the index representativeness and attract
inflows to the relevant stocks. Additionally, state-owned banks, telecom, and energy
sectors offer stable cash flows and dividend vyields, benefiting from continuous
Southbound inflow demand.

Full version is only available in Chinese language.
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Important Note and Risk Disclosure Statement

This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference purpose only.
The information or opinion herein is not to be construed as professional investment advice or any offer of, or
invitation by or on behalf of the Bank to any person to purchase or sell or acquire or invest in any investment
products. The information or opinion presented has been developed internally and/or taken from sources believed to
be reliable, but the Bank makes no warranties or representation as to the accuracy, correctness, reliabilities or
otherwise with respect to such information or opinion, and assume no responsibility for any omissions or errors in the
content of this document. For information which is provided by the Information Provider and other companies such
as fund houses, it is being re-transmitted by the Bank in the ordinary course of business to you for general
information and reference purposes only. The Bank makes no warranties or representation as to the accuracy. This
document is not intended to provide any investment advice. Investors should not make investment decisions solely
based on the content of this document, nor should they consider any content in this document as guidance for
determining whether individual markets are suitable for investment. Before making any investment decision,
investors should carefully consider the risk factors relating to an investment product in light of their own financial
circumstances, investment objectives and experiences and other personal circumstances, and should seek
appropriate professional advice if necessary. The Bank accepts no liability for any direct, special, indirect,
consequential, incidental damages or other loss or damages of any kind arising from any use of or reliance on the
information or opinion herein.

Investment involves risks, investment value and return may go down as well as up. Past performance of each
investment product is not indicative of its future performance. Losses may be incurred but may not necessarily result
in profits as a result of buying and selling investment product. Investment in emerging markets involves above
average investment risks, such as possible fluctuations in foreign exchange rates, political and economic uncertainties.
The price of securities fluctuates, sometimes dramatically. The price of securities may move down or up and may
become valueless. It is as likely that losses will be incurred rather than profits made as a result of buying or selling
securities.

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk or
liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their value
typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign currency
investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the exchange rate of
foreign currency may result in losses in the event that customer converts the foreign currency into HKD or other
foreign currencies. Renminbi is not freely convertible at present. The actual conversion arrangement will depend on
the restrictions prevailing at the relevant time.

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is regulated by
the Hong Kong Monetary Authority

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the Securities
and Futures Commission ("SFC") or any regulatory authority in Hong Kong.

No part of this document may be reproduced or transmitted in any form or by any means without the prior written
permission of the Bank.



