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After lagging global market returns for several years, Asia could now be well placed to take
advantage of current global economic and thematic trends.

Asian markets more comfortably positioned

After a challenging few years, L o . . .
The risk situation in Asia looks considerably more benign,
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Similarly, ever since the Asian financial crisis, Asian
governments (ex-Japan) have been more careful about

Paradigm shift in global interest rates creating imbalances and taking on too much debt.
In the period that followed the global financial crisis in While this does not make the region immune to wider
2008, the very low interest rates that prevailed in major concerns about the global financial system, it does give
Western economies helped developed market equities adegree of protection. It also potentially leaves scope for
outperform their Asian counterparts. Companies were using monetary policy to controlinflation.
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shareholder returns; for example, through share buyback General government gross debt by region
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more expensive, earnings are now under pressure and 120
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Elevated government debt levels mean that central
banks, such as the US Federal Reserve and the European @ Ceneral government gross debt

Central Bonk, may now be more constrained in their Oblhty Source: IMF World Economic Outlook, April 2023; Grouping based on IMF classifications.
to raise rates sufficiently enough to control inflation.
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Asia’s importance for global growth

Asia's increasing importance as a driver of global growth
can't be understated. According to abrdn’s Research
Institute, by 2050 four of the top seven largest global
economies will be Asian.! Even over the near term,
although exaggerated by the positive growth impact of
Chinad's recent re-opening, it's striking that the IMF projects
that over two-thirds of global growthin 2023 will come
from Asia. Within this (as shown below) the two standout
contributors will be China and India, which together are
forecast to account for over half of global growth in 2023.2
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https://www.imf.org/en/Blogs/Articles/2023/05/01/asia-poised-to-drive-global-
economic-growth-boosted-by-chinas-reopening

Many of the key long-term drivers of Asian growth, such
as rising incomes, large populations and increasing
financial intermediation, have been well understood for
some time. However, another element which we think is
particularly relevant is the region’s importance for some
of the widely acknowledged key thematic drivers of
global growth. In this respect, two areas of note are the
region’s increasing importance in the global technology
value chain, and the global drive for decarbonisation and
environmental sustainability.

Asian centrality for global decarbonistion

One of the most important global themes is the drive
towards decarbonisaton and environmental sustainability.
Asia's increasing importance here is being drivenin

large part by some the highest incidents of smmog and
vulnerability to climatic risks, such as rising sea levels and
more extreme weather conditions.

China, perhaps more than any country, is leading the way
on this front, driven by its commmitment to achieve carbon
neutrality by 2060. The latest figures from the National
Energy Administration showed solar installation capacity
in the country rose to arecord 34 gigawatts (GW) in Q1 of
2023, nearly tripling the previous high of 13GW in the same
period of 2022. New wind power installations also reached
arecord high, with an additional 10.4GW capacity added
in Q1 of 2023, 32% higher than same the period in 2022.
As such, renewable sources of power, including nuclear,
exceeded 50% of Chind's installed power capacity in Q1
of 2023, overtaking fossil fuel-based capacity for the first
time in history.3

A notable consequence of China's environmental drive
has beenits increasing importance, and in some cases
dominance, in the production of essential infrastructure
items that enable the global transition to renewable
energy sources. By way of example (as shown below),
China already accounts for 80% of global solar silicone
module production, 88% of global lithium-ion battery
production, with a 28% share in the global production
of wind turbines.

In electrical vehicles (EVs), China now has the highest
penetration level of all major markets, with EVs accounting
for more than a quarter of total vehicle sales in 2022
And with a proven, highly efficient, domestic EV production
infrastructure, Chinese EV makers are also starting to
make significant inroads in other countries.

China'’s production market share in key green infrastructure goods
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Source: BloombergNEF, November 2022.'Refers to wind turbine market share in 2021. " Refers to solar silicone module capacity in 2021. " Refers to capacity for lithium-ion batteries

for all end uses, as of October 2022.

tabrdn Research Institute, May 2023.

2IMF World Economic Outlook, April 2023; Grouping based on IMF classifications; https://www.imf.org/en/Blogs/Articles/2023/05/01/asia-poised-to-drive-global-economic-

growth-boosted-by-chinas-reopening.

3https://edition.cnn.com/2023/05/12/economy/china-carbon-emissions-record-intl-hnk/index.htmli:":text=China's %20record%20carbon %20emissions %20expected,clean%20
energy %20push%2C%20report%20says&text=China's%20carbon%20emissions %20will%20likely, think%20tank %20said%200n%20Friday.

“https://www.counterpointresearch.com/china-ev-sales-2022/; March 2023.
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Asia’s leading role in the global-tech
value chain

Probably the single most value-additive part of the global
economy is the technology sector - an area in which Asia
is emerging as a global leader. A lot of attention, both
investment-orientated and political, is often paid to the rise
of China. This is perhaps unsurprising, with the Australion
Strategic Policy Institute claiming that China is already the

globalleader in 37 of the 44 the most ‘critical technologies.

These include biological manufacturing, drone technology
and critical minerals processing.®

However, while Chinais anincreasingly important
technology player, other Asian countries also occupy vital
positions in the global-tech supply chain, notably South
Korea and Taiwan. Indeed, in terms of chip production,
which is arguably the single most important part of the
global-tech value chain, Taiwan and South Korea have
the biggest shares of global semiconductor production
capacity, followed by Japan and China.® Unsurprisingly,
itis computing power (i.e. chip processing power) that is
integral to many of today's major tech themes, such as the
‘internet of things', virtual reality and artificial intelligence.
And it's Asian companies, led by the likes of Taiwan
Semiconductor Manufacturing Company (TSMC) and
Samsung Electronics, that lead the way by providing some
of the most critical building blocks.

When it comes to assessing the importance of Asiain
global-tech value chain, the US-China trade war is hard to
ignore. Thisis in part driven by US efforts to prevent China
dominating the tech domain. However, while this is a major
risk factor, it's not necessarily bad for the wider region.

For example, global tech companies’ efforts to diversify
supply chains away from China also benefits other Asian
nations since much of the relocation will likely be within the
region, in countries such as India and Vietnam. Another
conseguence of the trade war is China ramping up efforts
to boost its domestic technology capabilities, which could
present some interesting investment opportunities.

Shttps://www.aspi.org.au/report/critical-technology-tracker, March 2023.
¢S&P Global, January 2023.
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Putting everything together

With the world shifting to a'new normal’ paradigm of
higher inflation and higher interest rates, the credit standing
of both countries and companies will gain added
importance in coming years. In this respect, Asia looks
relatively well positioned compared to other global regions.
At the same time, Asid’s stronger long-term growth
outlook suggests its contribution to global growth will
continue to rise. Among the key factors supporting Asian
growth in coming years will be the region’s centrality in the
global-tech value chain and as an enabler of the global
drive for decarbonisation.



https://www.aspi.org.au/report/critical-technology-tracker, March 2023
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Investment involves risk. The value of investments is not guaranteed and can go down as well as up. An investor may get back
less than they invested.

Any data contained herein which is attributed to a third party ("Third Party Data”) is the property of (a) third party
supplier(s) (the "Owner”) and is licensed for use by abrdn**. Third Party Data may not be copied or distributed. Third Party
Datais provided "as is” and is not warranted to be accurate, complete or timely. To the extent permitted by applicable
law, none of the Owner, abrdn** or any other third party (including any third party involved in providing and/or compiling
Third Party Data) shall have any liability for Third Party Data or for any use made of Third Party Data. Neither the Owner
nor any other third party sponsors, endorses or promotes any fund or product to which Third Party Data relates.

**abrdn means the relevant member of abrdn group, being abrdn plc together with its subsidiaries, subsidiary
undertakings and associated companies (whether direct or indirect) from time to time.

The information contained herein is intended to be of general interest only and does not constitute legal or tax advice.
abrdn does not warrant the accuracy, adequacy or completeness of the information and materials contained in this
document and expressly disclaims liability for errors or omissions in such information and materials. abrdn reserves the
right to make changes and corrections to its opinions expressed in this document at any time, without notice.

Some of the information in this document may contain projections or other forward-looking statements regarding future
events or future financial performance of countries, markets or companies. These statements are only predictions and
actual events or results may differ materially. The reader must make his/her own assessment of the relevance, accuracy
and adequacy of the information contained in this document, and make such independent investigations as he/she may
consider necessary or appropriate for the purpose of such assessment.

Any opinion or estimate contained in this document is made on a general basis and is not to be relied on by the reader

as advice. Neither abrdn nor any of its agents have given any consideration to nor have they made any investigation of
the investment objectives, financial situation or particular need of the reader, any specific person or group of persons.
Accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly
or indirectly as aresult of the reader, any person or group of persons acting on any information, opinion or estimate
contained in this document.

This communication constitutes marketing, and is available in the following countries/regions and issued by the respective
abrdn group members detailed below. abrdn group comprises abrdn plc and its subsidiaries:
(entities as at 28 November 2022)

United Kingdom (UK)

abrdn Investment Management Limited registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL.
Authorised and regulated in the UK by the Financial Conduct Authority.

Europet, Middle East and Africa

1ln EU/EEA for Professional Investors, in Switzerland for Qualified Investors - not authorised for distribution to retail
investorsin these regions.

Belgium, Cyprus, Denmark, Finland, France, Gibraltar, Greece, Iceland, Ireland, Italy, Luxembourg, Netherlands, Norway,
Portugal, Spain, and Sweden: Produced by abrdn Investment Management Limited which is registered in Scotland
(SC123321) at 1 George Street, Edinburgh EH2 2LL and authorised and regulated by the Financial Conduct Authority

in the UK. Unless otherwise indicated, this content refers only to the market views, analysis and investment capabilities

of the foregoing entity as at the date of publication. Issued by abrdn Investments Ireland Limited. Registered in Republic
of Ireland (Company No.621721) at 2-4 Merrion Row, Dublin D02 WP23. Regulated by the Central Bank of Ireland. Austriq,
Germany: abrdn Investment Management Limited registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2
2LL. Authorised and regulated by the Financial Conduct Authority in the UK. Switzerland: abrdn Investments Switzerland
AG. Registered in Switzerland (CHE-114.943.983) at Schweizergasse 14, 8001 Zurich. Abu Dhabi Global Market ("ADGM"):
Aberdeen Asset Middle East Limited, 6th floor, Al Khatem Tower, Abu Dhabi Global Market Square, AlMaryah Island,
P.O.Box 764605, Abu Dhabi, United Arab Emirates. Regulated by the ADGM Financial Services Regulatory Authority.

For Professional Clients and Market Counterparties only. South Africa: abrdn Investments Limited (*abrdniL"). Registered
in Scotland (SC108419) at 10 Queen’s Terrace, Aberdeen AB10 1XL. abrdnlL is not a registered Financial Service Provider
and is exempt from the Financial Advisory And Intermediary Services Act, 2002. abrdnliL operates in South Africa under
an exemption granted by the Financial Sector Conduct Authority (FSCA FAIS Notice 3 of 202 2) and can render financial
services to the classes of clients specified therein.
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Asia-Pacific

Australia and New Zealand: abrdn Australia Limited ABN 59 002 123 364, AFSL No. 240263. In New Zealand to wholesale
investors only as defined in the Financial Markets Conduct Act 2013 (New Zealand). Hong Kong: abrdn Hong Kong Limited.
This document has not been reviewed by the Securities and Futures Commission. Malaysia: abrdn Malaysia Sdn Bhd,
Company Number: 200501013266 (690313 -D). This document has not been reviewed by the Securities Commission of
Malaysia. Thailand: Aberdeen Asset Management (Thailand) Limited. Singapore: abrdn Asia Limited, Registration Number
199105448E.

Americas

Brazil: abrdn Brasil Investimentos Ltda. is an entity duly registered with the Comisséo de Valores Mobilidrios (CVM) as
aninvestment manager. Canada: abrdn is the registered marketing name in Canada for the following entities: abrdn
Canada Limited, abrdn Investments Luxembourg S.A., abrdn Private Equity (Europe) Limited, abrdn Capital Partners
LLP, abrdn Investment Management Limited, abrdn Alternative Funds Limited, and Aberdeen Capital Management LLC.
abrdn Canada Limited is registered as a Portfol io Manager and Exempt Market Dealer in all provinces and territories of
Canada as well as an Investment Fund Manager in the provinces of Ontario, Quebec, and Newfoundland and Labrador.
United States: abrdn is the marketing name for the following affiliated, registered investment advisers: abrdn Inc., abrdn
Investments Ltd., abrdn Australia Limited, abrdn Asia Limited, Aberdeen Capital Management LLC, abrdn ETFs Advisors
LLC and abrdn Alternative Funds Limited.
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