For professional clients only |I|I FSS Q
I|I|

Fund Manager Q&A INVESTMENT MANAGERS
April 2021

Asia Pacific -
a balanced portfolio
IS key to navigate

uncertainty

Martin Lau

Managing Partner
FSSA Investment Managers

Martin Lau, Managing Partner, has been with FSSA

Investment Managers (FSSAIM) for more than 18 years, RISK FACTORS

starting with the firm as Director of Greater China Equities Thij is a f igtanfial p_rl%mqti?n fort'The.FSfSA ASfia P’;lcificI

; .y ex-Japan Strategy. This information is for professiona

n 2002,' Martin is the lead manager of a pumber of FSSA clients only in the EEA and elsewhere where lawful.
strategies, such as the FSSA Greater China Growth Investing involves certain risks including:

Strategy and the FSSA Asian Equity Plus Strategy, to nhame - The value of investments and any income from them
afew. may go down as well as up and are not guaranteed.

Investors may get back significantly less than the
original amount invested.

2020 was an extraordinary year. Could you - Currency risk: the Fund invests in assets which are
: denominated in other currencies; changes in exchange
share your reflections on last year and any rates will affect the value of the Fund and could create
lessons learned? losses. Currency control decisions made by governments
. . could affect the value of the Fund'’s investments and
2020 was indeed a very special year. The whole world was could cause the Fund to defer or suspend redemptions of
in a recession, due to the pandemic and strict lockdown its shares.
measures imposed by governments all over the world. Yet, = Slinglle court\try / Spec,iff,ic region risk;)inveskt.ingﬂip a
; ; ; " single country or specific region may be riskier than
atthe same tlme,. allasset classes, |ncllud|ng equities, had investing in a number of different countries or regions.
a very good year in terms of returns. This was due to the Investing in a larger number of countries or regions helps
monetary easing and fiscal stimulus rolled out by central spread risk.
banks in response to the pandemic. - Charges to capital risk: The fees and expenses may be
charged against the capital property. Deducting expenses
It was also an extreme year in terms of value versus growth, Lrom capital redkucte§ t':‘eEDOTGr?t'a' for ia?'t?' 9(30;’“2-
; ; - Emerging market risk: Emerging markets tend to be
and absolute versus relative retums. I\/Iany.compames , more sensitive to economic and political conditions
were undervalued, yet the market was not interested - it than developed markets. Other factors include greater
was focused on certain themes such as the technology liquidity risk, restrictions on investment or transfer of

assets, failed/delayed settlement and difficulties valuing
securities.

- Smaller companies risk: Investments in smaller
companies may be riskier and more difficult to buy and

sector, and investors were very willing to pay up for what they
believed were good long-term trends.

One of the things we did well was that in March or April, sell than investments in larger companies.
when the market was nervous about the economic outlook, For a full description of the terms of investment and
we carried out a “2025 Fair Market Value” exercise. the risks please see the Prospectus and Key Investor

Essentially, we were looking beyond the pandemic to try Information Document for each Fund.
If you are in any doubt as to the suitability of our funds

to identify which companies had strong enough balance for your investment needs, please seek investment
sheets that would enable them to survive the pandemic advice.

crisis, and had long-term franchise value that was
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underappreciated by the market. This allowed us to gain
more confidence in adding to our holdings during the market
sell-off.

One of the lessons learned, with the beauty of hindsight,
was that perhaps the exercise was too focused on value and
the long term. Although the companies that we invested in
during this period have performed well in absolute terms,
one could argue that some of the more thematic companies
have performed even better.

That said, as a team, we believe that having the discipline to
stick to our investment philosophy is extremely important.
One simply cannot put all of one’s eggs into the same
basket. As long-term investors, we remain confident about
the companies that we have invested in and believe that
they should perform well beyond the pandemic.

Do you see any impending risks this year?

One of the risks that | see for this year - and | do not say this
simply because the market has changed its view on this
recently - is the belief that economic recovery and very low
interest rates can coexist at the same time.

As mentioned, last year was a unique year, in the sense

that there were very strong equity returns despite the weak
economic environment. To the same argument, one might
wonder: What would happen when the economy recovers?

The market is currently concerned that the long-term bond
yield has hit 1.5% or 1.6%. However, if we look back at just
2018, the 10-year US Treasury Yield was actually more than
3%. When the whole world recovers, interest rates could
potentially rise, which is why | believe it is important to have a
balanced portfolio to navigate through the uncertainties.

How is the portfolio positioned to counter these
uncertainties on interest rates? Are the team’s
long-term investment themes still intact?

The portfolio is reasonably balanced, with around 22%
exposure to information technology and approximately 20%
exposure to financials and banks. Another 30% or so is held
in consumer companies. Geographically, the portfolio has
exposure to both North Asia and Southeast Asia.

Sector breakdown as at 28 February 2021
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Source: First Sentier Investors. Numbers may not add up due to rounding.

Regional breakdown as at 28 February 2021
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Source: First Sentier Investors. Numbers may not add up due to rounding.

One thing to highlight is that up until recently, the market
believed that banks have a rather gloomy future, with low
interest rates and pandemic-related uncertainties. We
view this as being short-term noise. If we take a long-term
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view, we continue to believe that banks in markets with low
credit penetration (such as India and Indonesia) and with
reasonable or good profitability should benefit greatly when
the economy ultimately recovers.

In terms of our investment themes, they are still intact. We
remain convinced in the consumption story for Asia. We
believe that when Asian consumers get wealthier, they

will continue to improve their lifestyle and aspire to spend
more on better products. This is particularly so in China. We
also believe that Asian manufacturing companies such as
Taiwan Semiconductor (TSMC) and Samsung will continue
to upgrade and move up the value-added curve. We also
remain firm believers of the healthcare trend in Asia, with
companies investing increasingly more on research and
development (R&D) and innovation, especially companies
in China and Australia. These trends support our bottom-up
stock selection and remain among our key long-term
investment themes.

In terms of recovery themes, we have been focusing on
cosmetic companies. Last year, sales of lipsticks fell by
almost 50% as lockdown measures were implemented
worldwide. Most people did not feel the need to wear
makeup as they were working from home. However, if we
take a longer-term view, we believe that cosmetics will be a

I I .
very profitable business beyond the pandemic. Companies
like Amorepacific, LG Household & Health Care and Shiseido

are very profitable businesses, and the market might have
overlooked them.

Do you think 2021 will be a year of recovery?

| do believe we will enter a recovery phase, especially from
the low base last year. In fact, we have started to see signs
of this in January and February already, with improving export
data and car sales numbers.

That said, | also believe that there will increasingly be more
uncertainty around interest rates. The market will start to
question the sustainability of such historically-low interest
rates.

With this backdrop in mind, | believe it is important to have
a reasonably balanced portfolio, with exposure to both
long-term investment trends and some of these recovery
trends.

As long-term, bottom-up investors, we seek to identify
companies that are long-term winners beyond the
pandemic, with reasonable risk-reward profiles, given the
valuations and long-term growth potential.
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Source: Company data, as at February 2021

Important Information

This document has been prepared for informational purposes only and is only intended to provide a summary of the subject matter
covered and does not purport to be comprehensive. The views expressed are the views of the writer at the time of issue and may change
over time. It does not constitute investment advice and/or a recommendation and should not be used as the basis of any investment
decision. This document is not an offer document and does not constitute an offer or invitation or investment recommmendation to
distribute or purchase securities, shares, units or other interests or to enter into an investment agreement. No person should rely on the
content and/or act on the basis of any material contained in this document.

This document is confidential and must not be copied, reproduced, circulated or transmitted, in whole or in part, and in any form or by any
means without our prior written consent. The information contained within this document has been obtained from sources that we believe
10 be reliable and accurate at the time of issue but no representation or warranty, express or implied, is made as to the fairness, accuracy,
or completeness of the information. We do not accept any liability whatsoever for any loss arising directly or indirectly from any use of this

information.

References to “we” or “us” are references to First Sentier Investors.

In the UK, issued by First Sentier Investors (UK) Funds Limited which is authorised and regulated by the Financial Conduct Authority
(registration number 143359). Registered office Finsbury Circus House, 15 Finsbury Circus, London, EC2M 7EB number 229474 3. In

the EEA, issued by First Sentier Investors (Ireland) Limited which is authorised and regulated in Ireland by the Central Bank of Ireland
(registered number C182306) in connection with the activity of receiving and transmitting orders. Registered office: 70 Sir John Rogerson’s
Quay, Dublin 2, Ireland number 629188. Outside the UK and the EEA, issued by First Sentier Investors International IM Limited which

is authorised and regulated in the UK by the Financial Conduct Authority (registered number 122512). Registered office: 23 St. Andrew
Square, Edinburgh, EH2 1BB number SCO79063.

Certain funds referred to in this document are identified as sub-funds of First Sentier Investors Global Umbrella Fund plc, an umbrella
investment company registered in Ireland (“VCC"). Further information is contained in the Prospectus and Key Investor Information
Documents of the VCC which are available free of charge by writing to: Client Services, First Sentier Investors , 1 Grand Canal Square,
Grand Canal Harbour, Dublin 2, Ireland or by telephoning +353 1635 6798 between 9am and 5pm (Dublin time) Monday to Friday or by
visiting www.firstsentierinvestors.com. Telephone calls may be recorded. The distribution or purchase of shares in the funds, or entering
into an investment agreement with First Sentier Investors may be restricted in certain jurisdictions.

Representative and Paying Agent in Switzerland: The representative and paying agent in Switzerland is BNP Paribas Securities Services,
Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. Place where the relevant documentation may be obtained: The
prospectus, key investor information documents (KIIDs), the instrument of incorporation as well as the annual and semi-annual reports
may be obtained free of charge from the representative in Switzerland.

First Sentier Investors entities referred to in this document are part of First Sentier Investors a member of MUFG, a global financial group.
First Sentier Investors includes a number of entities in different jurisdictions. MUFG and its subsidiaries do not guarantee the performance
of any investment or entity referred to in this document or the repayment of capital. Any investments referred to are not deposits or other
liabilities of MUFG or its subsidiaries, and are subject to investment risk including loss of income and capital invested.

Copyright © (2021) First Sentier Investors
All rights reserved.
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