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Beware the Hidden Dollar Bet in Asian Equities

You think you’re running an equity book. You may also be running an FX trade.

BOTTOMLINE

Asian equities need a weak US Dollar. Right now, that exposure is at multi-year
extremes, and most books aren’t sizing for it.

THE SETUP

March’s sharp drawdown in MSCI Asia Pacific coincided almost exactly with aresurgent
USD. Therelationship is not new. But the market is currently ignoring the latest dollar
move - creating a potential gap between what investors think they own and what they
actually own.

M ASTADOLR Index (R1) 92.2418
< EMXAP Index (L1) 255.65

THE KOSPI CASE STUDY

Using KOSPlas alens, Qi's MFERM shows dollar exposure has increased sharply. Both DM
FX(USD Trade Weighted) and EM FX(USDCNH) sit among the top factor exposures - and
both have risen significantly inrecent weeks.

Zoom out and the picture sharpens further. KOSPI’s sensitivity to aweak Dollaris at its
highest pointinthe pastyear.
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Indeed, alonger historical picture shows KOSPI's desire foraweak Dollaris at multi-year
extremes.
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THE IMPLICATION

Thisis anindex-level observation. Butif the pattern holds at the stock level - and MFERM
cantellyou whetherit does - many Asian equity books are running an unintended Dollar
short. Not a deliberate macro view. An accidental one.

That distinction matters. Accidental exposures don’t get managed. They just sit there
untilthe Dollar moves.

WHAT TO WATCH

A sustained USDrally from here is the risk trigger. The question for any Asian equity PMis
simple: how much of your book’s sensitivity to that move do you actually know about?
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(as that term is defined in article 19(5) of the Financial Services
and Markets Act 2000 (Financial Promotion) OrdeRSqO05
(“FPO”)) or to persons to whom it would otherwise be lawfulto
distributeit. Accordingly, personswho do not have professional
experience in matters relating toinvestments should not rely on
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guidance and information only and is subject to amendment or

correction.
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and does not constitute an invitation or offer to subscribe for
or purchase any securities, any product or any service and
neither this document noranything contained herein shall form
the basis of any contract or commitment whatsoever. This
document does not constitute any recommendationregarding
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and discussion purposes only and is not and may not be

relied on in any manner as accounting, legal, tax, investment,
regulatory or otheradvice. Information and opinions presented
in this document have been obtained or derived from sources
believed to be reliable, but Quant Insight Limited (QI) makes
no representation as to their accuracy or completeness
or reliability and expressly disclaims any liability, including
incidental or consequential damages arising from errors in
this publication. No reliance may be placed for any purpose on
the information and opinions contained in this document. No
representation, warranty or undertaking, express orimplied, is
given as to the accuracy or completeness of the information or
opinions contained in this document by any of Q, its employees
or affiliates and no liability is accepted by such persons for the

accuracy orcompleteness of any suchinformation oropinions.

Any data provided in this document indicating past
performance is not a reliable indicator of future returns/
performance. Nothing contained herein shall be relied upon
as a promise or representation whether as to past or future
performance. This presentation is strictly confidential and may
not be reproduced or redistributed in whole or in part nor
may its contents be disclosed to any other person under any
circumstances without the express permission of QuantInsight
Limited.
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