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FUND CURRENCY 14.77%

DOMICILE 0.06%

20 February, 2023

Equity Fund

Moderate

Philippines

Philippine Peso

AIA PESO LONG-TERM BOND FUND

AIA PESO EQUITY FUND

AIA PESO MONEY MARKET FUND

Philippine Peso

-

1.0197

Fund Description

The AIA Peso Balanced Fund (the "Fund") is a Philippine peso-denominated fund created for peso variable life insurance

contracts issued by AIA Philippines Life and General Insurance Company Inc., (formerly The Philippine American Life and

General Insurance Company). The Fund seeks to achieve long-term total return, which is a combination of income and capital

growth with balanced risk and at the same time minimize capital risk by investing in a portfolio comprising primarily of bonds and

equities. The Fund will invest in shares of Collective Investment Schemes established by AIA including Unit Investment Trust

Funds (UITFs) that are managed by either AIA Investment Management and Trust Corporation Philippines (AIAIM PH) or

reputable third-party investment managers.

Historical Performance1

1 Returns are net of fees. Past performance is not indicative of future returns
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Readership: This document is intended solely for the addressee(s). Its content may be legally privileged and/or confidential. This material is only valid if distributed in the Philippines.
Opinions: Any opinions expressed in this document may be subject to change without notice. We are not soliciting or recommending any action based on this material.
Risk Warning: Past performance is not indicative of future results. Our investment management services relate to a variety of investments, each of which can fluctuate in value.
The value of portfolios we manage may fall as well as rise, and the investor may not get back the full amount originally invested. The investment risk vary between different types of instruments. For example, for
portfolios denominated in foreign currencies, changes in the rate of exchange may cause the value of investments, and consequently the value of the portfolio, to increase or decrease. In the case of a higher portfolio
volatility, the realized loss upon redemption may be high, as the investment's value may decline substantially.
In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved. Unless otherwise noted, all information contained herein is sourced from AIA Philippines
Group internal data. The content included herein has been shared with various in-house departments within the member companies of AIA Group, in the ordinary course of completion. All AIA Philippines Group member
companies comply with the confidentiality requirements of their respective jurisdictions. Parts of this presentation may be based on information received from sources we consider reliable.
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Commentary:

Market Review

Macro Update
The path to monetary easing in the Philippines appears to be getting clearer as the inflation trajectory stalled and reversed in
June. Headline inflation moderated to 3.7% y/y in June from 3.9% y/y in May, driven primarily by the easing of energy and 
transportation costs. Core inflation remained at 3.1%, significantly lower than the 7.4% recorded a year ago. The Bangko 
Sentral ng Pilipinas (BSP) kept its key interest rate unchanged at 6.50% on its 27 June Monetary Board meeting. BSP Governor 
Remolona maintained his position that there could be an interest rate cut in August and a cumulative 0.50% cut in 2024, as 
inflation moves toward its long-term target of 2-4%. The BSP also significantly revised down its annual inflation forecasts for 
2024 and 2025 to 3.1% from 3.8% and 3.7%, respectively. Meanwhile, the US Federal Reserve (Fed) kept key interest rate 
unchanged at 5.50%. As opposed to the BSP, the Fed projects higher  median inflation rates that are above its long-term 
target of 2% for 2024 and 2025 at 2.6% (from 2.4%) and 2.3% (from 2.2%), respectively. The Fed’s median interest rate 
forecasts also rose to 5.1% (from 4.6%) in 2024 and 4.1% (from 3.9%) in 2025, with the long-term target adjusting to 2.8% 
(from 2.6%). 

Bond Market Update
Peso bond yields fell in June following the BSP’s stronger signals for a policy rate cut in the next few months. Benchmark 
yields in the 2-year closed at 6.26% (down by 0.05%), 5-year at 6.43% (down by 0.08%), 10-year at 6.65% (down by 0.10%), 
and 20-year at 6.82% (down by 0.23%).  

Equity Market Update
The PSEi ended on a flattish note (-0.33% MoM) at 6,411.91 in the volatile month of June. Shares managed to find support at 
the tail-end of the month after breaking crucial support levels and plummeting to its lowest level since November.

- Early in the month, the market rose and fluctuated around the 6,500-levels supported by a below-estimate May CPI reading 
(3.9% vs 4% forecast).
- Thereafter, investors sold off PH equities as Fed’s indication of only a single rate cut this year, and the weakness in PHP put 
the dovish policy outlook into question.
- The PSEi bounced off the lows as bargain hunters supported the market, helped by a dovish indication from BSP Governor 
Remolona that the Monetary Board may start cutting rates by 25bps in 3Q24 and cut a total of 50bps for the year, 
notwithstanding the Fed’s direction. Furthermore, the BSP reduced its inflation forecast for the year to 3.3% from 3.5% 
previously. 

Positioning, Outlook, and Strategy

Performance: The AIA Peso Balanced Fund gained 0.70%, gross of fees in June. It underperformed its benchmark by 0.19%. 
The fund’s higher exposure to equities, which gave a positive return of 0.70% in the month, boosted returns.

Positioning, Outlook, and Strategy: 
With BSP policy rate cuts in the horizon, local bond prices are expected to recover in the second half of 2024. Prospects of 
monetary policy accommodation and easing inflation pressures provide a favorable backdrop for both fixed income and 
equities.
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