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FOREWORD

2023 ECONOMIC REVIEW

* Economic Performance in 2023
Exceeded Expectations

DYNAMICS OF MAJOR
GLOBAL ECONOMIES

* United States

» Eurozone

* United Kingdom
* China

* Rest of Asia

2024 ECONOMIC OUTLOOK

* Further Decline in Inflation in 2024
* Limited Economic Recession Risk

* Policy Interest Rates Tending Towards Stability,
Japan Possibly Exiting Yield Curve Control

* Facing Multiple Uncertainties - Inflation Targets,
Economic Growth, and Geopolitical Control

* Neutral View on the U.S. Dollar, Duration Playing
a Greater Role

CONCLUSION
» Appendix A - 2024 Regional Analysis

* Appendix B - Bitcoin ETF Revolution :
From Operation Principles to Market Impact
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FEERZOBREER vs. PRIRTEIRBER EK2023FGDPHEL
Core CPI of Major Countries vs. Central Bank’s Tgt. and 2023 GDP Forecast

ZIVE R R RITEIR 2023 GDP¥&f4

Core CPI CB’s Tgt. 2023 GDP Fcst.
Unite%tates 3.90% 2.60%
Eﬁx}g}'—g%e 3.42% 0.60%
UnitedﬁKgdom 5.10%” 2.0 0.50%
Chine 0.60% 4.80%**
JaEpfn 2.50%" 2.00%
Tgﬁn 2.43% 1.40%

i *REELLR ; *BREHISMITMET -
Note: * as of Nov. ** as market research estimates.

Source: US: BLS & Fed. EU: Eurostat & ECB. UK: ONS & BoE. CN: NBS. JP: Statistics Bureau &
Bod. TW: DGBAS & CBC. Date: Jan 1, 2024. June 30, 2023. Latest data available.
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US - Real GDP
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@ US Real GDP (SAAR, Percent Change from Preceding Period) — US Real GDP (SA, YoY, R)

US - Nonfarm Payroll vs. Unemployment Rate
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@ US - Nonfarm Payrolls (SA, Monthly Change, L) — US - Unemployment Rate (SA, R)
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US - Housing Price Indices
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Germany - Ifo Manufacturing Business Climate Survey
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ifo Business Expectations - Manufacturing
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China - Real Estate Development Investment

facroMicro.me | Timeless CS

Jan"21

— Investment by Enterprises in Real Estate Development (YTD Cumulative, YoY)
— Real Estate Climate Index (L)

China - Fixed Asset Investment

AacroMicro.me | Timeless CS

2 .y A |
an 22 Jul'2

Bn'21 jan'23 Jul"23

@ Fixed Asset Investment (YTD Cumulative, L)

— Fixed Assets Investment (YTD Cumulative, YoY, R)
HEENZHEIEREBRERF  TEHEHRE —EKRENIIZE - BIFRSZISHEE
EZWRA - DU EEFHEMEENMNER - HhaiE—LHEEBN M BER
MEXERITIEMB E I ERRENEM - BABEZASHBILRMAL -
ERETHEDAZEZERECNMB/ELSE ALK ERRABBERBEE -

SETEMNGDPHRERFZETIBFNS%EIR - (EIRFE#IER -

dan Jul 20 Jul'21



100 Millions, CNY

Percent

China - Retail Sales of Consumer Goods
MacraMicro.me | Timeless CS

48
75K 36
N
VIICTO
GOK 24
g
45K 12 3
et / =

156 12
0 24
jan"19 ul1g Jan 20 Jul'20 Jan'21 ul'21 Jan 22 Jl 22 Jan 23 23
) Retail Sales of Consumer Goods (L) — Retail Sales of Consumer Goods (YoY, R)
China - Real GDP
MacroMicro.me | Timeless CS
20
15
10
5
4]
-5
=10
Jul"18 lan™19 9 lan'20 Jul 20 Jan'21 ul'21 lan 22 Jul 22 Jan'23 Jul'23

— Real GDP (YoY, L)




et P 3L th b 5
| SESEERAEE

TMNEEERIFEEEN  EXF —LEARERENIER . FENEREEBIRREE
i - BIEBERMNMIEIE . UEREBAEEG ETABLF IEERENRAFEREE
8 - PENERER - EXHHIEREPERIRIE (low-leakage)! FEEESZH E - St
REBEBHORBBOMEMMERMXZHRIE -
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China - PMI New Orders vs. Exports
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Taiwan - Manufacturing New Export Orders vs. Exports
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Note: Exports account for over 60% of Taiwan's GDP. serving as the main driver of economic growth. Main export goods from Taiwan
include electronic components, information and communication technology (ICT) products, and audio-video products.

South Korea - Total Exports in the First 20 Days
MacroMicro.me | Timeless C5
40
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— Total Exports in the First 20 Days (YoY) - Total Exports (YoY)
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Note: This could be used as a leading indicator for the country's exports. South Korea's exports are commonly known as the "canary

in the coal mine" for the global economy. Also, the composition of the country's exports is very similar to Taiwan's exports, so its export
performance could be a leading indicator for Taiwan's exports as well.



Japan - Exports hy Three Key industnes (YoY)
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Note: Exports account for roughly 16% of GDP. Japan's main exports are transport equipment (23%), machinery (17%), and electrical
machinery (20%). Altogether they account for roughly 60% of overall exports.
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FOREWORD

The excessive pessimism in 2023 led to overly optimistic expectations for
2024. Many institutions believe that the current situation is in a vague zone of
economic slowdown, recession, and recovery. However, the reality may not be
as it appears, with the risk of economic recession rising, posing headwinds to
stock market performance but benefiting bond performance.
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2023 GLLOBAL
FECONOMIC REVIEW

Economic Performance in 2023 Exceeded Expectations

In 2023, the financial industry generally
believed that the U.S. economy was on the
brink of recession. According to the Fed Phil-
adelphia survey, professional managers saw
the recession probability reaching a new high
in 45 years. The Federal Reserve was imple-
menting its most contractionary monetary
policy since the early 1980s during Chairman
Paul Volcker's term, a period that previously
led to an inverted yield curve and signaled an
impending economic recession. Moreover,
the significant economic indicator, the ISM
Manufacturing Purchasing Managers' Index
(PMI), had fallen below the expansion-con-
traction threshold. However, the U.S. econo-
my in 2023 performed better than expected,
with global stock markets experiencing dou-
ble-digit gains, contrary to initial market
expectations.

According to Goldman Sachs' latest outlook
report, the global GDP growth for 2023 is pre-
dicted to be 1 percentage point higher than
expected a year ago, and U.S. economic
growth is expected to surpass expectations
by 2 percentage points. Growth for 88% of the
economies covered in the report exceeded
expectations. The job market also remained
strong, with the unemployment rates in major
economies about 0.5 percentage points lower
than pre-pandemic levels. Surprisingly,
despite multiple adverse impacts, the core
inflation rate in major economies dropped
significantly from 6% in 2022 to 3% in 2023,
achieving three-quarters of the adjustment
needed to bring inflation back to the target.
The rate of price increases approached
normal levels.




DYNAMICS OFF MAJOR
GLOBAIL ECONOMILES

United States - Surprisingly Resilient, But Unsustainable

The U.S. economy has shown remarkable resilience, and despite most fore-
casting a recession in 2023 twelve months ago, the economy has performed
surprisingly well, with full-year growth expected to be around 2.6%, while
the unemployment rate remains at 3.8%. The consensus is that the most
aggressive series of interest rate hikes in the past 40 years will eventually
have an impact, while concerns about economic conditions in China and
Europe have increased downside risks. The regional banking crisis in
March and April further fueled economic concerns, however, swift action by
the Federal Reserve (Fed) restored calm to markets.

The substantial savings accumulated
by consumers during the pandemic
have fueled their willingness to
spend. The Inflation Reduction Act
(IRA) has surpassed expectations in
driving investments, and the rebound
in housing prices has stimulated con-
struction spending. The economy in
the fourth quarter of 2023 seems
poised for good growth of around 2%,
but with hiring slowing down and
inflation becoming more controlled,
we believe the Fed has completed its
interest rate hikes, with the next step
being a rate cut in 2024.




Eurozone -
Recession Trends Easing,
Recovery Takes Time

Some sentiment indicators, such as
the PMI or the German Ifo index, bot-
tomed out in November, although they
remain at recessionary levels. The
eurozone may see a growth rate of
around 0% over the winter (vs. -0.1%
in Q3) as inventory correction is not :
yet complete and credit demand is IO WO e SO
weakening, a situation that could lead g

to a technical recession. A gradual . mEnm .'img
recovery is expected from the second ! W
quarter of 2024 onwards, driven by a ot ' il
turnaround in the inventory cycle and |
an improvement in real wages. Howev-
er, due to the delayed effects of mone-
tary tightening, rising household sav-
ings ratios, and significant fiscal tight-
ening in Germany, the recovery is
likely to be more modest, resulting in
GDP growth of only 0.3% for the year.

Even though some statistical effects might temporarily push up inflation in
early 2024, overall, the inflation trend should remain stable over the next
year. With wage growth likely having peaked, both overall and core inflation
are expected to reach 2.2% by the end of 2024. Despite European Central
Bank (ECB) officials still attempting to pave the way for further rate hikes, we
believe the ECB has ceased raising rates and will face serious discussions
about rate cuts, with the first rate cut potentially occurring in June 2024.



United Kingdom - Mild Fiscal Stimulus Implemented, but
Rate Hike Cycle Appears Concluded

News regarding inflation in the UK has noticeably improved. Not only did head-
line CPI fall below 5% due to the energy base, but service sector inflation also
showed signs of a more pronounced decline. The labor market is cooling,
although the problems with unemployment statistics make it difficult to know
how fast. Gone are the days of more than 8% private sector payroll growth, with
inflation expectations falling and labor shortages easing considerably. Policy-
makers seem more confident that the rate-hiking cycle is over.

On the other hand, the UK Chancellor's recent announcement in the Autumn
Statement may support the Bank of England's (BoE) argument that interest rates
need to remain at current levels for the longer term. But to view the overall
reduction in personal tax paid by employees as a wider fiscal drag - the result of
freezing income tax provisions in a period of high inflation - we still expect the
first rate cut next summer.
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China - Mixed Economic Conditions

China's economy continues to be weighed down by a sluggish real estate
market, with negative news persisting, although partially offset by slight
increases in other industries. Prices of new and existing houses continued to
fall, and at a slightly faster rate. Construction activity also deteriorated, which
put pressure on all other parts of the economy associated with the real estate
sector (e.g. fixed asset investment and infrastructure spending). As a result,
industrial production growth, despite being positive, is stuck in a rut at around
4.5% year over year.

Support for the economy primarily comes from the household sector, with retail
sales showing some signs of recovery. The government’s supportive policies
are gradually being expanded to mitigate the drag of the construction industry
on the rest of the economy, including some mildly helpful fiscal measures and
encouragement for banks to increase lending to real estate developers,
although this has been attempted before without success. The overall theme
remains deleveraging and economic adjustment, reducing excessive reliance
on real estate for economic growth. China's GDP growth rate is expected to
reach the government's 5% target for this year, but achieving it next year might
be challenging.
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Rest of Asia - Multiple Event Risks and Headwinds

Economic recovery in Asia is very gradual but faces headwinds from key
factors: persistent inflation keeping monetary policy tight, post-pandemic fiscal
consolidation, and the current semiconductor cycle turning upward but show-
ing almost no signs of a strong rebound. China remains in a predicament, with
most of its growth concentrated in low-leakage? consumer spending, providing
little boost through export channels for other parts of Asia. Beyond China,
export growth and industrial production in the entire Asian region remain rela-
tively weak (though seemingly bottoming out), and in many cases still below
levels from a year ago. In 2024, with elections in Taiwan, India, Indonesia, and
South Korea, political event risks are rising in the region. The Taiwan elections

on January 13, 2024, may cause the most market anxiety.

?Leakage: An economic term that describes capital or income that escapes an
economy or system in the context of a circular flow of income model.



2021

GLOBAL
FCONOMICS
OUTLOOR

The threat of economic slowdown and recession risks is
affecting stock market performance, with the S&P 500
index valuation still high. The market has priced in a "soft
landing" scenario based on the anticipation of double-digit
profit growth for companies next year. If the market's
expectations are met, significant upward momentum in the
stock market is expected; otherwise, asymmetry may arise.
Russell suggests a rising risk of economic recession with
a potential downturn. Swift monetary policy loosening by
the Federal Reserve to address recession concerns could
limit the extent of market corrections and become a
rebound opportunity.




IFURTHER DECLINE IN
INFLATION IN 2024

Inflationary pressures are expected to persist. As supply and demand in the
commodity and labor markets balance, downward pressure on core inflation
will continue into 2024. The surge in housing and rent prices is also expected
to significantly decrease. With the peak of inflation behind us, wage growth is
slowing, returning to levels consistent with the inflation target, reducing the
risk of a second-round impact. The report predicts that by the end of 2024,
core inflation rates in G10 countries and emerging markets will decrease from
the current 3% to 2-2.5%, aligning closely with the inflation targets of major
developed economies.

LIMITED ECONOMIC

RECESSION RISK

Despite external concerns about economic recession, Goldman Sachs
believes that the overall recession risk is manageable. The report maintains a
15% probability forecast for a U.S. economic recession within the next 12
months, lower than the global median forecast of 50%. The outlook for 2024
global economic growth is positive, with several favorable factors, including
strong real income growth, minimal negative impact from monetary and fiscal
tightening, manufacturing activity recovery, and potential central bank easing
in case of economic slowdown.



POLICY INTEREST RATES
TENDING TOWARDS STABILITY,
JAPAN POSSIBLY EXITING
YIELD CURVE CONTROL

Goldman Sachs expects central banks in major developed economies to
largely complete interest rate hikes, with central banks in emerging econ-
omies potentially lowering rates earlier. Interest rate cuts in developed
economies are projected to be delayed until the second half of 2024. The
final policy interest rates are expected to stabilize above the previous
expected levels of the last monetary policy cycle. The Bank of Japan may
begin to exit yield curve control in the spring of 2024, officially exiting in
October and starting to raise rates, but with a moderate magnitude.

FACING MULTIPLE
UNCERTAINTILS -

INFLATION TARGETS,
FCONOMIC GROW'TH,
AND GEOPOLITICAL
CONTROL

Despite the relatively optimistic baseline forecast, Goldman Sachs
emphasizes that uncertainties in the economic outlook are higher than
normal. There is a downside risk to policy interest rates, with the possibil-
ity of a short-term increase if inflation exceeds expectations, while a
larger downward pressure on rates exists in the long term. Weak manu-
facturing data adds to concerns about economic slowdown, and an esca-
lation of Middle East conflicts could severely impact the global economy.
The question of whether yields can sustain at higher levels also remains
uncertain, with the U.S. showing greater resilience compared to other
economies. If U.S. economic growth remains robust, the U.S. dollar may
continue to strengthen.




\NEUTRAL VIEW ON THE US.
DOLILAR, DURATION PLAYING
A GREATER ROLE

Goldman Sachs expects returns on
non-cash assets to surpass cash in
2024. Analyzing in terms of pur-
chasing power, the U.S. dollar is
considered expensive and may face
depreciation pressure in the
medium term. If global economic
recession risks increase in 2024,
the U.S. dollar may strengthen
again. Duration is expected to play a
more significant role in investment
portfolios. Investors anticipating
high probabilities of recession and
rate cuts should consider reducing

risk assets and increasing duration
allocations.

When bond yields exceed expected
inflation, government bonds pro-
vide good valuation. Currently, U.S.,
U.K., Canada, Germany, and Austra-
lia government bonds all present
attractive investment opportunities.
If the Fed actively cuts rates in 2024
and 2025, the yield curve has the
potential for a steep incline once
again.

CONCLUSION

In conclusion, we believe that the global economic performance in
2023 has been robust, surpassing expectations. The outlook for
2024 remains positive, with a year of continued growth and a
decline in inflation, though there is still a certain level of uncertainty.
Investors are advised to maintain a balanced allocation and closely
monitor the impact of various policy changes and geopolitical
events.
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APPENDIX B -

BITCOIN ETT REVOLUTION :
FROM OPERATION PRINCIPLES
1O MARKET IMPACT

Introduction

Since the first attempt by the Winklevoss twins to list the Bitcoin
Exchange-Traded Fund (ETF) in 2013, it has been a focal point in the crypto-
currency market. After years of development, Bitcoin futures ETFs have been
trading on U.S. exchanges for some time. However, on January 10, 2024, the
spot Bitcoin ETF received approval and officially started trading the next day,

marking a new era for Bitcoin ETFs.

Operation Principles

The Bitcoin ETF is a publicly traded
investment fund that allows inves-
tors to participate in Bitcoin (BTC)
without actually owning the crypto-
currency. Unlike cryptocurrencies
traded on cryptocurrency exchang-
es, ETFs trade on traditional stock
exchanges such as the New York
Stock Exchange and Nasdaq. When
investors invest in a Bitcoin ETF,
they are not directly purchasing
Bitcoin itself but rather buying
shares of a fund that holds Bitcoin.
This regulated investment tool aims
to make it easier for traditional
investors to participate in Bitcoin
price fluctuations without the need
to securely purchase and store digi-
tal currency, thus reducing techni-
cal barriers to cryptocurrency

investment. The operation of a
Bitcoin ETF is similar to traditional
exchange-traded funds. The ETF
issuer, typically an asset manage-
ment company, purchases the
underlying assets and securely
stores them with a custodian. Then,
it issues shares to its fund, allowing
investors to access the underlying
assets held in the fund. To ensure
that ETF shares stay in sync with
Bitcoin prices, market makers
actively engage in buying and sell-
ing to maintain supply and demand
balance. If the ETF price deviates
from the actual Bitcoin price,
market makers intervene to restore
balance while profiting from the
process.



IMPORTANCE OF
SPOT BITCOIN ETE

Regulatory Approval

The launch of the spot Bitcoin ETF requires regulatory approval
from the U.S. Securities and Exchange Commission (SEC),
potentially providing additional legitimacy and supervision to
the cryptocurrency market. This could pave the way for more
regulatory clarity and acceptance of cryptocurrencies.

Simplified Investment

Spot Bitcoin ETF makes it easier for a broader range of inves-
tors to participate in Bitcoin without dealing with the technical
challenges of wallet management and private key security. It
offers a more user-friendly and familiar investment tool.

Market Maturity

The launch of the spot Bitcoin ETF may indicate that the crypto-
currency market has developed to a point that supports regulat-
ed and standardized investment products. This could attract
more institutional funds, enhancing market stability.

SUMMARY

While Bitcoin futures ETFs have been around for some time, the launch of the spot

Bitcoin ETF brings hope for Bitcoin as an asset class to further achieve mainstream
adoption, regulatory clarity, and market maturity. The outlook for cryptocurrency
assets will undergo "significant changes” in 2024, not only expanding the investor
base for cryptocurrency assets but also tightly integrating the cryptocurrency
market with traditional financial markets. Additionally, significant roles will be
played by the halving event and global central banks shifting towards interest rate
cuts.






