Three high conviction themes

EVs, digitalisation and old industrial economy revival driving ASEAN growth renaissance
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Amid today's incessant chatter of rising inflation and global recession fears, we identify three high
conviction themes driving a growth renaissance in ASEAN: electric vehicles (EVs), digitalisation and
a revival by the old industrial economy. Join us in exploring investment opportunities and areas we
believe are best positioned to benefit from these broad, structural trends.

By Kenneth Tang, Senior Portfolio Manager and Yeu Huan Lai, Senior Portfolio Manager

Three high conviction themes to spur ASEAN'’s next growth cycle

We believe ASEAN offer investors a rare mix of resilience and growth in today’s uncertain macro environment. ASEAN
equity markets are also attractive as a diversifier of risk given the region’s value proposition, low foreign ownership
and positive tailwinds arising from its terms of trade. Traditionally known for its young demographics, rising middle
class and competitive investment destination, the aforementioned three growth trends emerging in ASEAN are
converging positively amid today’s economic challenges. We believe that the three high conviction themes will
undergird the region’s next growth cycle and are excited about the equity investment opportunities leveraged to
them.

Catching ASEAN's EV transition

ASEAN offers exciting prospects for positive change in the area of sustainability. We find sectors such as utilities and
materials are in advantageous positions, given the strong global mandate towards renewables and progressive focus
taken by select companies on sustainability and energy transition. We are most positive in opportunities in the EV
supply chain. Throughout its entire history, the adoption of renewables has been largely fuelled by legislative
mandates and incentives, but market forces may have influenced events to take a turn (for the better) as clean energy
has now increasingly eclipsed other sources as the cheapest source of electricity in many parts of the world. Being
strong advocates of the trend in ASEAN towards sustainability and decarbonisation, we believe this will spawn ESG
solutions to help usher capital into companies whose actions are consonant with values that will promote a healthier
planet.

EVs were trudging steadily into the limelight before the COVID-19 pandemic shook up the automotive industry.
Companies were pouring hundreds of billions of dollars transitioning to EVs from internal combustion engines. With
the pandemic now seemingly under control, EV demand is expected to rise again (battery electric vehicles are poised
to be the dominant form of transport by 2050"). To satisfy this EV frenzy, batteries and their related elements are
required—specifically materials like cobalt, lithium and nickel—and production needs to be ramped up to fulfil the
automotive industry’s push for global transport electrification.

The opportunity is particularly attractive in Indonesia, where in terms of exports the country is aiming to reduce its
dependence on raw materials like coal and focus on the downstream by developing its mineral resources such as
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nickel, copper and gold. We see this industrial transformation in Indonesia accelerating with the country trying to
meet its internal need for renewable power and establish an EV supply chain and ecosystem. Indonesia intends to
consolidate its growing position as a regional EV hub, backed by its richness of nickel—the country has one of the
world’s largest reserves of the metal—and copper, the key materials for lithium-ion battery production. Indonesia’s
geographical position is also significant, with direct nautical transport routes to Japan and China, which are
heavyweights in the development of new technologies including the production of power cells. Thailand and
Malaysia are also well positioned to increase the assembly of battery packs. Thailand traditionally has the largest
footprint in ASEAN’s automotive sector and the “Land of Smiles” expects 30% of its vehicle output to be electric by
the end of this decade.

We believe that the ASEAN region offers a new lease of life for the automotive industry and the green space, with the
abundant supply of lithium-ion batteries designed for EVs going forward. Indonesia could dominate the upstream
and midstream sectors of the battery supply chain through manufacturing of battery components, resource
extraction and minerals processing, while Thailand and Malaysia can play key roles in the downstream sector. In this
light, Indonesia—a key supplier of upstream commodities and agricultural produce—could see its terms of trade
improve with higher export value of coal, nickel and palm oil. Also, the higher price environment for these
commodities would further accelerate the country’s energy transition towards renewables. We also favour companies
that are well placed for this energy transition, focusing on ASEAN utilities companies with strong and improving ESG
credentials, especially in managing transition risks. ASEAN firms dealing with materials deemed most critical in the
energy transition towards renewable power such as nickel, aluminium and copper, are also worth a look.

The age of digitalisation is upon us

The world, including ASEAN, is in the midst of a digital revolution that is set to enter a new phase due to the disruptive
innovations—accelerated by the onset of the COVID-19 crisis—which transformed our lives. Today, ASEAN is one of
the fastest growing internet markets in the world, and the ASEAN digital economy is projected to add an estimated
USD 1 trillion to regional GDP over the next decade.? We are bullish in the new economy sectors in ASEAN, in
particular the region’s rising internet economy. The industry’s inflection point happened over the last few years with
the rollout of the fifth generation—or simply 5G—network, rapid smartphone penetration and cheap data plans,
which have together democratised internet access to a young and tech-savvy population in ASEAN. The digitalisation
of businesses and small and medium enterprises (SMEs) in recent years have also been a key enabler for the rise of
the internet economy. We are inclined towards technology and e-commerce companies which will benefit most from
these trends. In our view, the acceleration in innovation will herald the adoption of technology and the next industrial
revolution, creating greater value for both investors and broader society. We believe that the uptake in digital
economy will generate new ways for ASEAN citizens to connect and trade, propelling the region to a major global

player.

There is a certain dynamism around the digital services, a trend that came with the acceleration of end-user
engagement with digitals services in ASEAN. The luxury to enjoy a seamless and secure flow of goods, services, and
data has nurtured the growth of e-commerce, e-banking and e-health among other sectors. As a result of ASEAN's
increasingly connected consumer base, there is an ever-increasing need for services to support cross-border
transactions. Companies willing to accelerate their digital transformations to adapt to the fast-changing consumption
landscape may find a home in the global value chain and access new markets.

ASEAN has adopted more intra-regional initiatives and collaborations such as the Go Digital ASEAN initiative and
ASEAN Digital Integration Framework to increase connectivity between markets. Separately, Thailand is encouraging
investment for the building of data centres and advancing cloud computing technology to support the digital
transformation of its private sector, which is central to its national development plan, “Thailand 4.0". Vietnam has also
approved the “National Digital Transformation Programme by 2025”, which targets businesses that are willing to
adopt digital transformation to improve their production, efficiency and competitiveness. We believe ASEAN offers
compelling investment opportunities that will arrive with the ascent of its digital economy—in different sectors from
logistics to manufacturing—and improvements in digital connectivity could further benefit ASEAN exports in the
long term.

2 Google, Temasek and Bain & Company. e-Conomy Southeast Asia (SEA) Report - Roaring 20’s: The SEA Digital Decade, 2021
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A revival of the old industrial economy

We believe there will be a revival of investments or a new capex cycle in ASEAN'’s industrial economy, in which the
region’s “old economy” companies could see an improvement in returns and pricing power. Over the past decade of
low interest rates and falling inflation, we have seen a shift from embrace to repudiation of asset-rich old economy
heavy industries, which were besieged by poor returns on capital. This in turn redirected capital to the new economy,
choking off the capital needed to grow and sustain old economy sectors such as steel, agriculture, energy and
manufacturing industries. The outbreak of COVID-19 in 2020 aggravated the chronic under-investment in the old
economy. This caused major disruptions in global supply chains and hampered old economy companies’ ability to
supply and deliver goods and commodities required on time. Two years on, as the region reopens following the
pandemic, we are starting to witness a reversal. Inflation is now rising and there has been a surge in asset pricing for
transportation, commodity and supply chain sectors. We believe we are in the beginning of a reinvestment cycle
which could catalyse returns for the old economy sectors, spurring major investments in ASEAN'’s infrastructure

supply chains.

The main difference between previous investment cycles and the current one lies within the world’s current goal to
meet green sustainability and carbon emission targets. As such, while we expect heavy investment to be channelled
into traditional industrial sectors, the transition will also be a green one. Certain old economy names may stand to
benefit most in this investment transition. Amid a post-COVID recovery, ASEAN members have also advanced their
push for investments and upgrading of infrastructure facilities, aided by national infrastructure plans, including
welcoming higher private sector participation. Such infrastructures usually involve telecommunication and transport
constructions, with many projects tied to renewable sources.

We expect ASEAN will offer compelling growth opportunities in infrastructure, given the under-investment and long-
term potential from urbanisation (beyond just having more people). There is also the case of competitive labour costs
and growing level of openness and liberalisation towards ASEAN economies with new trade agreements in 2022 such
as the Regional Comprehensive Economic Partnership (RCEP) and Indo-Pacific Economic Framework (IPEF).
Construction, materials and industrials are well-placed structurally to benefit from the future recovery in investments
and China’s supply side reforms, in our view. We believe that ASEAN financials and property companies are also well-
positioned to benefit from the potential investment flows and a return of foreign direct investment.

ASEAN is also seeing a new dawn, poised to be a strong beneficiary of supply chain shifts out of China, owing to a
global shift in trade rebalancing. Increasing labour costs in China, the Sino-US trade war and COVID-related
manufacturing chain disruptions have made ASEAN's factory supply chains appear more competitive. Capital goods
manufacturing is well placed to benefit from a future growth recovery in investment capital expenditure.

Summary

We are positive on ASEAN’s growth prospects and momentum in the years ahead, with the region anchored strongly
by EV transition opportunities, digitalisation within one of the fastest growing internet markets in the world and a
revival by the old economy’s infrastructure supply chains. We believe this will herald a new era of investment in ASEAN
with these structural themes potentially offering strong returns.
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution
only under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are
recommended to consult with their independent tax, financial and legal advisers prior to any investment.

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM's investment strategy in any way. The
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own
judgment. Opinions stated in this document may change without notice.

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal
investment. The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or
sell.

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko
AM is strictly prohibited.

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No.
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.

United Kingdom and rest of Europe: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated
in the United Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the
purposes of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at
professional clients as defined in the FCA Handbook of Rules and Guidance.

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution
of a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset
Management Americas, Inc. is a United States Registered Investment Adviser.

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and
intermediaries only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore.
Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries
only. The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong
Kong. Nikko Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It is
for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only.

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No
offer to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee
only and must not be passed to, issued to, or shown to the public generally.

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the
Kuwaiti Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private
placement or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No
private or public offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in
Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and
regulated by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the
United Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or
published in full or in part for any purpose whatsoever without a prior written permission from Nikko AME.

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not
therefore benefit from any protections that would be available to such clients.

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or
have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available
to Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may
not be eligible for sale in some states or countries, and they may not be suitable for all types of investors.

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of
whatsoever nature within the territory of the Sultanate of Oman.

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an
independent investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and
should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever
without a prior written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction
and any inquiries regarding the Strategies should be made to Nikko AME.
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United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to
constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being
offered to a limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in
an investment in such Strategy, and (b) upon their specific request.

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority or any
other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should
not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration
thereof).

No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd.
Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such
registered fund shall be conducted only through a locally licensed distributor.
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