Asia ex-Japan Equity

Equities - Asia Ex-Japan 1 Mth 3 Mth 6 Mth YTD 1yr 3Yrs
MSCI AC Asia Ex-Japan 5.2 6.5 15.6 29.3 28.0 379
MSCI Far East Free Ex-Japan 4.9 6.9 16.5 29.9 29.0 394
MSCI China 4.4 10.0 254 40.4 38.3 51.7
MSCI Hong Kong 0.8 2.2 7.0 20.8 15.6 33.6
MSCI India 8.1 3.3 8.9 25.9 20.7 25.2
MSCI Indonesia 0.6 -0.7 1.7 9.2 4.1 16.6
MSCI Korea 9.0 8.8 185 34.8 384 49.4
MSCI Malaysia 0.2 1.9 0.3 8.9 4.0 -15.3
MSCI Philippines 1.4 2.1 2.9 11.0 4.1 12.2
MSCI Singapore 54 33 10.8 22.0 27.2 15.3
MSCI Taiwan 7.0 52 125 24.3 23.9 47.3
MSCI Thailand 2.8 10.8 13.2 19.1 24.4 22.9

Returns in percentage and in Singapore dollars. Source: Bloomberg, data as at 31 October 2017.

Asia ex-Japan equities rose in October, outperforming global equities after a series of optimistic data reports
bolstered confidence on global growth while investors awaited the outcome of the next US Federal Reserve (Fed)
chairman. The dollar pared down its advance after reports surfaced that Governor Jerome Powell emerged as the
frontrunner to lead the Fed. Energy rallied ahead of equities as US crude and gasoline stockpiles dwindled
alongside a Middle East conflict that threatened to constrict supply.

Across markets, India, Korea, Singapore and Taiwan outperformed while China, Hong Kong, Indonesia, Malaysia,
Philippines and Thailand underperformed. The healthcare sector was the strongest performer. Other
outperformers included consumer staples, and information technology. Underperformers were consumer
discretionary, financials, real estate, industrials, materials, telecommunications and utilities.

Economic data moderated from the previous month, though the growth momentum continued. In the US, the
manufacturing index slipped to 58.7 after the previous peak of 60.8. China’s official Purchasing Managers’ Index
(PMI) scaled down to 51.6, although the private sector Caixin was flat from the previous month. Japan went down
to 52.8, while the UK strengthened slightly to 56.3.

Despite PMI in India slowing to 50.3, the benchmark outperformed the region on better than expected earnings
results in the telecommunications sector. Meanwhile price increases in crude oil fueled the energy sector and a
substantial government package to recapitalise state-owned banks added to the rally.

Korea stocks closed in at records as the best performer, amid foreign investors returning to the market as the won
appreciated against the greenback. The improving market demand from Chinese consumers continued to drive
strength in cosmetics, autos and retail.

China underperformed in the backdrop of the 19" party congress showcasing its new leadership team for the next
five years. The congress elevated President Xi Jinping’s power with his philosophy enshrined alongside the
thoughts of previous leaders. Hong Kong showed a poor performance with traders citing a lack of concrete
messaging from the congress. Taiwan outperformed as technology names lifted the index with strong sales
numbers.

With the exception of Singapore, all other markets in ASEAN underperformed. Singapore stocks edged slightly
ahead of the benchmark, supported by local banks. A fresh fervor of redevelopment sales in the residential sector
spread to commercial projects. Indonesia’s underperformance was driven by soft earnings in the third quarter,
persistent outflows, rising bond yields and a weaker rupiah. Malaysia underperformed even with an expansionary
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budget was announced ahead of political elections in 2018. The Philippines saw strong remittances growth offset
by weak car sales while the government relaxed foreign investment restrictions into mass media and other sectors.
In Thailand, the end of the year-long mourning period for the former King lifted stocks slightly as economists
forecast a revival of consumer spending.

Outlook and Strategy

Asia continues to see improving returns on equity (ROE) for the first time in 6 years and upward revisions in
corporate earnings that outpace global markets. Moreover, these improving ROEs have been achieved with
rising margins and sales and lower corporate gearing. Despite the strong run year to date, Asian market
valuations are still reasonable, at the 10 year historical mean level on a price-to-book basis, though above
mean on price to earnings. Foreign fund inflows into the regions have remained strong for the 2nd year in a
row.

We continue to prefer North Asia over Southeast Asia and India on stronger earnings momentum and
cheaper valuations. China’s economic growth remains steady and corporate earnings have been
surpassing expectations and are on an uptrend. We expect more state-owned enterprise (SOE) reforms
post the 19th Party Congress that will focus on state capital supervision and mixed ownership.

Korea was one of the strongest performing markets in the month of October, as threat of a war at the
Korean Peninsula receded. Market sentiment for Asian Technology stocks was buoyed by rally in US
Nasdag and strong corporate results. The portfolio has increased its exposure in Korean and Taiwan
Technology names since the recent consolidation.

In India, market sentiment was given a boost when its Ministry of Finance announced public sector banks’
recapitalisation program of USD32 billion, amounting to 1.3% of GDP over the next 2 years. Indian state-
owned banks and other private banks with huge non-performing loans (NPLs) were given a lift as investors
believed that the NPL cycle could have peaked. Basic material stocks were also given a boost as the India
government announced mega plans for the construction of 83,667 km of road network over 5 years. We are
selective in India due to its rich valuation, and are positioned in banks and material sectors.

The ASEAN market performance was driven primarily by Singapore and Thailand in recent months, while
Malaysia, Indonesia and the Philippines underperformed. The strength in the Singapore market was led by
the property, banks and industrials sectors. The Property Price Index showed the first positive growth in 15
quarters and the onslaught of en-bloc activities further boosted sentiments for the physical market. The
banks also performed well as loans growth was strong In Thailand, expectations of improving economic
growth and recovering consumption demand led the market higher.

All statistics quoted in the write-up are sourced from Bloomberg as at 31 October 2017 unless otherwise stated
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Contact Details

SINGAPORE
UOB Asset Management Ltd

Address 80 Raffles Place UOB Plaza 2 Level 3 Singapore 048624

Tel 1800 222 2228 (Local) * (65) 6222 2228 (International)
Fax (65) 6532 3868
Email uobam@uobgroup.com
Website uobam.com.sg
MALAYSIA
UOB Asset Management (Malaysia) Berhad
Address Level 22, Vista Tower, The Intermark
No. 348 Jalan Tun Razak, 50400 Kuala Lumpur
Tel (03) 2732 1181
Fax (03) 2164 8188
Website uobam.com.my
THAILAND

UOB Asset Management (Thailand) Co., Ltd

Address 23A, 25 Floor, Asia Centre Building, 173/27-30, 32-33
South Sathon Road, Thungmahamek, Sathon, Bangkok 10120, Thailand

Tel (66) 2786 2000
Fax (66) 2786 2377
Website uobam.co.th
BRUNEI

UOB Asset Management (B) Sdn Bhd

Address FFO3 to FFO5, The Centrepoint Hotel, Gadong,
Bandar Seri Begawan BE 3519, Brunei Darussalam

Tel (673) 2424806
Fax (673) 2424805
TAIWAN

UOB Asset Management (Taiwan) Co., Ltd.

Address Union Enterprise Plaza, 16th Floor, 109 Minsheng East Road, Section 3,

Taipei 10544
Tel (886)(2) 2719 7005
Fax (886)(2) 2545 6591

JAPAN
UOB Asset Management (Japan) Ltd

Address 13F Sanno Park Tower, 2-11-1 Nagatacho, Chiyoda-ku,
Tokyo 100-6113 Japan

Tel (813) 3500-5981

Fax (813) 3500-5985

Asset £RC
-H-H- UO Management RIGHT BY YOU



mailto:uobam@uobgroup.com

F .

ET COMML}(ARY
November 2017
y "N

Ly
L
"

v

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 (‘UOBAM”) 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. Please note that the graphs, charts,
formulae or other devices set out or referred to in this document cannot, in and of itself, be used to
determine and will not assist any person in deciding which investment product to buy or sell, or when to buy
or sell an investment product. 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. 1986001202
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