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EQUITIES – Asia ex-Japan 1 Mth 3 Mth YTD 12 Mth

MSCI AC Asia ex-Japan -6.1 0.8 -6.1 55.7

MSCI Far East Free ex-Japan -6.2 0.1 -6.2 53.1

MSCI China -8.6 -5.6 -8.6 47.2

MSCI Hong Kong -6.6 -5.9 -6.6 34.2

MSCI India -5.3 6.5 -5.3 80.4

MSCI Indonesia 2.0 11.5 2.0 128.0

MSCI Korea -4.8 4.2 -4.8 57.5

MSCI Malaysia -0.9 0.8 -0.9 39.3

MSCI Philippines -5.9 1.6 -5.9 43.4

MSCI Singapore -6.0 3.7 -6.0 55.1

MSCI Taiwan -6.5 5.8 -6.5 69.3

MSCI Thailand -5.3 2.6 -5.3 56.0

Returns in Singapore dollars. Source: Bloomberg, 29 January 2010

Asian equity markets in January corrected as monetary policy normalisation took place earlier than 

the market had anticipated. Among the larger Asian economies, the People’s Bank of China raised 

the reserve requirement ratio by 50 basis points in the middle of the month, while the Reserve Bank 

of India hiked the cash reserve ratio by 75 basis points at the end of the month. The market decline 

happened even as Asian economies continued their positive growth trajectory amidst strong export 

and private consumption numbers. Overall, the Asian equity market underperformed the global 

equity market.
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We view the decline in equities as a bull market correction and not a resumption of the bear market. 

The rise in policy uncertainty in both the Emerging Markets and the Developed Markets is likely to 

keep volatility relatively high for the near term. Although we have turned tactically more cautious, 

we still see strong reasons for the equity market to move higher over the course of 2010. Support 

for equities will come from the continuing recovery of the global economy, improving earnings, the 

Fed remaining on hold, a large amount of cash still on the sidelines earning practically zero interest 

and the high free cash flow in the corporate sector. 

After the rally in 2009, markets were no longer cheap and at the start of the year, Asia ex-Japan was 

trading modestly about its long term averages. The correction is making the market more attractive 

and we believe that Asia ex-Japan could soon find valuation support. 

Our strategy is not to time the bottom of the selldown but to look for opportunities to increase our 

positions in the companies with good fundamentals. We continue to like Asia’s robust domestic 

demand story which we believe will drive corporate earnings growth. In terms of sector allocation, 

we continue to overweight the Consumer sector on its lower exposure to policy risk and look to 

upgrade the Information Technology sector as we expect a strong pickup in PC demand. We lower 

our overweight position on Energy and underweight other cyclical sectors like Industrials and 

Materials. We also underweight defensive sectors like Telecoms and Utilities with a preference to 

hold cash for the time being, to position ourselves for the upturn.

 Policy Change Comment

Consumer 
discretionary Overweight –

High savings rates and urbanisation underpin 
sustained domestic consumption growth in China. 
Effects of government stimulus package could 
trickle down to consumers.

Technology Overweight

Improving outlook for technology companies 
from 1Q10 which could lead to positive earnings 
surprises from (1) strong demand in the run-up to 
the Chinese New Year (2) inventory re-stocking (3) 
recovery of corporate IT and capex spending and 
(4) strong take up of e-book readers.

OUTLOOK AND STRATEGY
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Contact Details

Address 80 Raffles Place UOB Plaza 2 Level 3 Singapore 048624
24-hour Hotline 1800 222 2228 (Local) • (65) 6222 2228 (International)
Fax (65) 6532 3868
Email uobam@uobgroup.com
Website uobam.com.sg
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Important Notice & Disclaimers

The information herein is given on a general basis without obligation and is strictly for information 

purposes only. It is not intended as an offer or solicitation with respect to the purchase or sale of 

any investment or insurance product mentioned herein. Nothing herein should be construed as a 

recommendation or advice to transact in any investment or insurance product of companies mentioned 

within. Although every reasonable care has been taken to ensure the accuracy and objectivity of the 

information contained in this publication, UOB Asset Management Ltd and its employees cannot be 

held liable for any errors, inaccuracies and/or omissions, howsoever caused, or for any action taken 

based on views expressed or information in this publication. UOB Asset Management Ltd does 

not warrant the accuracy, adequacy, timeliness or completeness of the information herein for any 

particular purpose, and expressly disclaims liability for any errors, inaccuracies or omissions. Any 

opinions, projections and other forward-looking statements regarding future events or performance 

of, including but not limited to, countries, markets or companies are not necessarily indicative of, 

and may differ from actual events or results. Past performance of the Funds or the Manager 

and any forecasts on the economy or markets are not necessarily indicative of the future 

or likely performance of the Funds or the Manager. Any extraordinary performance may 

be due to exceptional circumstances which may not be sustainable. Units are not deposits 

or other obligations of, or guaranteed or insured by, United Overseas Bank Limited, UOB Asset 

Management Ltd, UOB Group or any affiliates or distributors. Investments are subject to investment 

and foreign exchange risks including the possible loss of the principal amount invested. The value 

of units and any income from them may fall as well as rise. All applications for units must be made 

on the application forms accompanying the relevant Fund prospectus which may be obtained from 

the Managers. The information herein has no regard to the specific objectives, financial situation 

and particular needs of any specific person. Investors should read the relevant prospectus before 

deciding whether to invest in a Fund. Investors may wish to seek advice from a financial adviser 

before investing in any Fund. Should you choose not to seek such advice, you should consider 

whether the Fund in question is suitable for you.

UOB Asset Management Ltd Co. Reg. No. 198600120Z


