Chart of the Week

9 December 2024

Japanese Government 30-year bond yields now exceed Chinese equivalent
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Source: Bloomberg Finance L.P, December 2024.

What this chart shows?

This chart shows the evolution over the past five years of 30-year Japanese Government Bond yields and
corresponding 30-year Chinese Government Bond yields. During 2020, Chinese 30-year government
debt traded at a yield-to-maturity of nearly 4%, which means CNY 1,000 invested over thirty years would
be worth CNY 3,243 after compounding returns. Alternatively, investing JPY 1,000 at a 30-year rate of
0.5% would result in a value of JPY 1,161 over the same period. In percentage terms this means that a
CNY investor in long bonds would have locked in a 224% return versus a 16% for a corresponding JPY
long bond investor. This situation has now dramatically reversed now that Japanese yields are higher than
corresponding Chinese securities.

Why is this important?

After decades of zero interest rate policy by the Bank of Japan, we finally saw rate increases in 2024, taking
the BoJ unsecured overnight call rate to 0.25%. Yield curve control, which effectively capped the upper
bound of Japanese bond yields has also been amended to allow higher rates. Meanwhile, with ongoing
macroeconomic challenges in China, interest rates have been lowered, and bond yields have also declined.
This divergent policy may have far reaching implications for investors and valuation models for other asset
classes. Over time, higher interest rates may provide support for the Japanese yen and reduce speculative
funding strategies based on borrowing JPY. The implications for global markets are far reaching.
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The global financial landscape during this period was shaped by central bank policies and
economic resilience in the US, contrasted with challenges in Europe, China, and Japan.

Inflationary pressures and mixed growth signals continued to influence market behaviour
globally.
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The S&P 500 hit record highs due to robust »
performance in tech stocks, with Apple and

Tesla leading the charge. Investors focused on
anticipated Fed decisions.

Concerns arose over holiday spending trends, with
muted forecasts for consumer spending growth in
the run-up to Christmas.

» The Bank of England maintained its interest
rates amidst signs of slowing inflation and mixed
economic signals.

Fed officials hinted at potential rate cuts in
December, supported by a solid jobs report showing

227000 new jobs added, and an unemployment rate

of 4.2% in November. » The British pound fell against the dollar, reflecting
concerns over sluggish economic recovery and
Inflation showed signs of persistence, particularly in global factors.

housing services, challenging the Fed's 2% target.

» Adrop in gas prices offers some relief to
The US trade deficit widened in October, and weekly households as energy inflation eased.
jobless claims were stable, reflecting a resilient

labour markets.

Europe

@\. Rest of the World/Asia
S/

The European Central Bank signalled no immediate  »
changes to interest rates, citing stabilising inflation.

China’s declining exports highlighted weaker global
demand and trade tensions. New measures to
bolster economic growth, focusing on the property

Data showed continued contraction in and manufacturing sectors are being introduced.

manufacturing, raising fears of an EU-wide
recession. » Japan continues grappling with low inflation
and stagnant wage growth despite government

Concerns over fiscal policies in France and Italy stimulus efforts.

dampen investor sentiment.

» Countries in Latin America and Africa faced
renewed inflationary pressures and rising debt
concerns.

Germany faces ongoing struggles with declining
industrial output and stagnant growth.

» Indiaremained a bright spot, with strong GDP
growth and robust domestic demand.



Weekly market data momentum
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Cumulative returns Cumulative returns

Week ending Week ending

Asset Class / Region Currency Month to date YTD 2024 12 months Asset Class / Region Currency Month to date YTD 2024 12 months
6 December 6 December
Developed Markets Equities Property
United States usb 1.0% 1.0% 28.8% 35.2% US Property Securities usD -2.5% -2.5% 13.4% 21.4%
United Kingdom GBP 0.2% 0.2% 11.1% 14.5% Australian Property Securities AUD -2.7% -2.7% 19.6% 27.4%
Continental Europe EUR 2.5% 2.5% 9.9% 12.0% Asia Property Securities usD 09% 09% -5.5% -0.5%
Japan JPY 17% 17% 178% 16.9% Global Property Securities usD -1.4% -1.4% 8.5% 15.8%
Australia AUD -0.2% -0.2% 149% 21.6% Euro UsD -0.2% -0.2% -4.6% -21%
Slobal USD 12% 12% 23.3% 29.5% UK Pound Sterling USD 0.0% 0.0% -0.3% 12%
Emerging Markets Equities Japanese Yen usD -0.2% -0.2% -6.1% -1.8%
Emerging Europe usD 56% 56% 9.9% 11.4% Australian Dollar usD -2.2% -2.2% -6.7% -2.8%
Emerging Asia usb 26% 26% 14.6% 20.1% South African Rand USD 0.0% 0.0% 1.3% 51%
Emerging Latin America usD 0.0% 0.0% -21.6% -14.8% Swiss Franc USD 0.3% 0.3% -45% -0.5%
BRICs usb 2:2% 2:2% 13.0% 16.5% Chinese Yuan UsD -0.3% -0.3% -2.3% -1.5%
China UsD 2.6% 2.6% 19.4% 21.1%

Commodities & Alternatives

1 O, () O, O,
MENA countries USsD 1.5% 1.5% 0.7% 6.4% Commodities USD -07% -07% 39% 6.3%

South Africa usb 3.5% 3.5% 170% 251% Agricultural Commodities USD 0.5% 0.5% 4.1% 45%
India usb 2.1% 2.1% 12.9% 17.3% oil USD -25% -25% 77% -43%
Global emerging markets usD 2.5% 2.5% 10.3% 16.0% Gold USD 0.4% 0.4% 276% 29.7%
Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.

US Treasuries usb 0.4% 0.4% 2.7% 4.5%

US Treasuries (inflation protected) usD 0.2% 0.2% 3.7% 5.5%

US Corporate (investment grade) usD 0.5% 0.5% 5.2% 76%

US High Yield usD 0.5% 0.5% 9.2% 12.3%

UK Gilts GBP -0.3% -0.3% -1.5% 2.0%

UK Corporate (investment grade) GBP 0.1% 0.1% 29% 6.4%

Euro Government Bonds EUR 0.2% 0.2% 3.5% 5.1%

Euro Corporate (investment grade) EUR 0.3% 0.3% 5.4% 70%

Euro High Yield EUR 0.6% 0.6% 8.5% 10.8%

Global Government Bonds usD 0.2% 0.2% -0.3% 2.7%

Global Bonds usb 0.3% 0.3% 1.0% 4.1%

Global Convertible Bonds usD 0.3% 0.3% 8.9% 13.9%

Emerging Market Bonds usD 0.8% 0.8% 79% 11.4%
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Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or
solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it
is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely responsible
for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local
legislation or regulation. This document should not be reproduced or distributed except via original recipients acting as
professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding,
transfer, redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that the information contained is from reliable sources, but

we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM
does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an
investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be
subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multimanager and the manager of the underlying assets at
rates contaihed in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein). .

MGIM (Company Registration No. 3733094) has its registered office at The Rex Building, 62 Queen Street, London EC4R 1EB.
MGIM is authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), and
is éxempt from the requirements of section 7(1) of the Fingncial Advi;sory and Intermediary Services Act 37 of 2002 (FAIS)

in Seuth Africa, in terms of the FSCA FAIS Notice 141 of 2021 (published 15 December 2021). For complaints relating to
MGIM’s ].‘inancial servic_es, please contact distributionservices@momentum.co.uk © MGIM 2024.
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