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Markets turned down in April due to deteriorating economic indicators, especially in Europe and China. Amidst a more 
uncertain backdrop, defensive sectors performed better as investors actively sought out stability. Consumer Staples, 
Healthcare and Telecoms outperformed, while more cyclical sectors (Industrials & Materials) underperformed.  The worst 
performing regions were Latin America, Japan and Europe. 

The Eurozone sovereign debt problem continued to linger, and economic indicators worsened considerably. The Eurozone’s 
composite Purchasing Managers’ Index (“PMI”) fell to 46.9 in April, pointing to a deteriorating growth outlook. Political 
transition in France, with the election of Francios Hollande, a socialist, added to uncertainty. Mr. Hollande’s views on how 
to deal with the crisis seem very different from those of Germany’s Angela Merkel. Meanwhile, Spain’s 10- year bond yield 
breached the 6% mark as the country re-entered a recession and suffered an S&P downgrade. 

The United States continued to hold up better compared with the other developed economies. Although US economic 
indicators softened slightly, they continue to point to growth ahead. The Services Institute for Supply Management Index 
(“ISM index”) declined slightly to 53.5 in April (56.0 in March). However, the manufacturing ISM rebounded to 54.8 (53.4 in 
March). There was a nearly four percentage point jump in the new order index to 58.2 in April.  

Asian markets were flat, with the MSCI AC Asia ex-Japan Index edging down -0.1% in US dollar terms. China, Thailand, 
and the Philippines performed strongly while India and Taiwan did not. While inflation pressures in Asia are starting to abate, 
growth expectations are being lowered due to a combination of weaker external demand and slumping domestic demand. 
This shift in growth expectations is most evident in China. In contrast, the Thai economy continued to benefit from a recovery 
in industrial activity and exports as business resume on-line following last year’s floods. 

EQUITIES 1 Mth (%) 3 Mth (%) 6 Mth (%) YTD (%) 3 Yrs (%)

MSCI AC World -2.9 2.1 4.6 4.7 22.1

MSCI World -2.9 2.6 5.0 4.4 21.3

MSCI Emerging Markets -3.0 -1.0 1.9 6.9 29.6

MSCI USA -2.3 4.8 10.3 6.4 34.7

MSCI Canada -1.2 -1.0 -0.4 1.2 27.3

MSCI Europe -4.4 0.4 -1.3 1.8 6.3

MSCI Japan -5.0 -0.3 0.6 1.1 -2.5

MSCI Australia 0.4 -0.9 -1.5 4.6 34.8

MSCI AC Asia Ex-Japan -1.7 0.7 3.1 8.1 29.3

MSCI Latin America -6.0 -4.7 -0.9 4.0 29.9

MSCI EMEA -3.2 -0.4 3.2 8.2 32.1

Returns in Singapore dollars. Source: Bloomberg, 30 April 2012
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Latin America markets performed poorly. The MSCI Brazil Index fell by 8% in US dollar terms. A slump in demand in China 
created concern that Brazil’s commodity exports would decline. Meanwhile, the central bank cut interest rates by 75 basis 
points (“bps”) to 9%, resulting in a weakening of the Brazilian Real. Despite some short-term challenges, we have a positive 
view of the investment opportunities evident in Brazil, with growth expected to recover in the second half of the year.    

The recent declines in equity markets remind us that the recovery remains fragile, and that the growth backdrop is reflective 
of weak final demand. We continue to monitor both economic and political developments closely as they could potentially 
alter the broader outlook. Our strategy of targeting high performing businesses at the right price remains. At the margin we 
have shifted our allocation towards more stable regions (the US) and more stable sectors (Consumer Staples, Healthcare and 
Telecoms) and away from more cyclical sectors.
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 Policy Change Comment

US Overweight –

The Q12012 earnings season ended on a 
positive note with upward earnings revisions 
seen in April 2012. However, management 
guidance is becoming cautious. Financials 
and Information Technology saw the biggest 
Earnings Per Share (“EPS”) upgrades while 
Telecoms and Materials have the poorest EPS 
revisions. Valuations in the US equity market 
remain attractive as Price-Earnings Multiple 
of 12.9 is below long-term average while 
Earnings Yield gap stays high. We continue to 
favour the US over other developed regions. 
OVERWEIGHT.

Europe Underweight –

Earnings downgrades continued in Europe as 
consumer and investment spending are affected 
by the extended and unresolved sovereign debt 
problem. Earnings momentum remains negative 
with EPS growth projected at 8.4% in 2012 and 
11.3% in 2013 compared with 11% and 11.7% 
respetively previously. UNDERWEIGHT.

Asia  
(ex-Japan)

Overweight –

Earnings momentum has stalled in Asia but 
remains at 16.6% and 14% respectively versus 
10.0% and 14.3% respectively at the start of 
the year. We focused on companies that provide 
exposure to the region’s positive structural 
growth factors such as a growing middle income 
class and growing urbanization. We have 
recently increased our weights in Defensive 
sectors including Telecoms and Utilities. 
OVERWEIGHT.

Japan Underweight –

Negative earnings revisions in Japan continue 
but at a moderating pace for FY 2012. The 
Bank of Japan extended its asset purchasing 
programme by Y5 trillion which initially 
weakened the currency temporarily. Overall, 
however, we remain Underweight Japan for 
its less attractive longer-term growth profile.
UNDERWEIGHT.

Outlook and Strategy
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Latin 
America

Overweight –

Earnings momentum weakened in April with 
EPS growth projected at 8.4% in 2012 and 
11.3% in 2013 versus 11.0% in 2012 and 
11.7% in 2013 respectively at the start of the 
year. Although the region, especially Brazil, is 
not immune to a slowing Chinese economy, 
it continues to be supported by supportive 
structural factors such as a healthy debt 
position, rising domestic consumption and 
growing urbanization. Moreover, the 2014 World 
Cup and 2016 Olympics will spur substantial 
infrastructure developments ahead of these 
major world events. OVERWEIGHT.

EMEA Underweight –

The EMEA (Eastern Europe, Middle East 
& Africa) outlook varies by region. Growth 
prospects in Eastern Europe remain uncertain 
owing to their close financial and trade links 
with Western Europe. The outlook in Africa and 
Middle East is clouded by growing political risks. 
NEUTRAL.
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Important Notice & Disclaimers 

This publication shall not be copied or disseminated, or relied upon by any person for whatever purpose. The information 
herein is given on a general basis without obligation and is strictly for information only. This publication is not an offer, 
solicitation, recommendation or advice to buy or sell any investment product, including any collective investment schemes or 
shares 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 shall not be held liable for 
any error, inaccuracy and/or omission, howsoever caused, or for any decision or action taken based on views expressed or 
information in this publication. The information contained in this publication, including any data, projections and underlying 
assumptions are based upon certain assumptions, management forecasts and analysis of information available and reflects 
prevailing conditions and our views as of the date of this publication, all of which are subject to change at any time without 
notice. UOB Asset Management Ltd (“UOBAM”) does not warrant the accuracy, adequacy, timeliness or completeness of 
the information herein for any particular purpose, and expressly disclaims liability for any error, inaccuracy or omission. Any 
opinion, projection and other forward-looking statement regarding future events or performance of, including but not limited 
to, countries, markets or companies is not necessarily indicative of, and may differ from actual events or results. Nothing 
in this publication constitutes accounting, legal, regulatory, tax or other advice. The information herein has no regard to the 
specific objectives, financial situation and particular needs of any specific person. You may wish to seek advice from a 
professional or an independent financial adviser about the issues discussed herein or before investing in any 
investment or insurance product. Should you choose not to seek such advice, you should consider carefully 
whether the investment or insurance product in question is suitable for you.

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


