MARKET COMMENTARY
July 2016

Global Equity
Equities

1 Mth

3 Mth

6 Mth

YTD

1 Yr

3 Yrs

MSCI AC World

-2.5

1.3

-3.3

-3.3

-3.0

29.0

MSCI World

-3.1

1.4

-3.8

-3.8

-2.0

32.5

2.0

0.9

1.4

1.4

-11.6

2.4

MSCI USA

-1.7

2.8

-1.4

-1.4

3.3

47.6

MSCI Canada

-1.4

4.2

9.5

9.5

-5.4

8.8

MSCI Europe

-6.7

-2.4

-9.6

-9.6

-11.0

14.2

MSCI Japan

-5.2

0.7

-10.1

-10.1

-9.2

15.6

MSCI Australia

-1.7

1.3

-1.7

-1.7

-2.8

11.6

MSCI AC Asia Ex-Japan

0.7

0.7

-2.7

-2.7

-11.6

14.0

MSCI Latin America

9.2

5.6

19.6

19.6

-7.2

-17.4

MSCI EMEA

1.4

-0.9

6.4

6.4

-13.6

-10.5

MSCI Emerging Markets

Returns in percentage and in Singapore dollars. Source: Bloomberg, data as at 30 June 2016.
The MSCI AC World Index was marginally lower in June with the emerging markets (EM) outperforming
developed markets (DM). Within DM, only the US market outperformed while the Europe and Japan markets
underperformed. In the EM, Latin America (LATAM) outperformed mainly on the back of a strong rally in
Brazil while Asia ex-Japan and Eastern Europe, the Middle East and Africa (EMEA) underperformed.
The utilities and consumer staples sectors were the best-performing sectors as risk appetite turned cautious
on the back of the UK referendum result where it voted to exit the European Union. The energy sector also
outperformed as dividends remained resilient with the oil price remaining stable amid the Brexit outcome. On
the other hand, cyclical sectors such as financials and consumer discretionary were hard hit as they bore the
brunt of the sell-down.
The US market outperformed the broader market on the back of better than expected economic data. The
Purchasing Managers’ Index (PMI) moved higher with a reading of 53.2 in June improving from May’s
reading of 51.3. Retail sales also came in above expectations in June while labour and housing markets
continued to improve although at a slower pace.
Europe underperformed the global index despite better than expected economic data. The Eurozone
manufacturing PMI moved higher to 52.8 from 51.5 while the German IFO business confidence index ticked
up marginally to 108.7 from 107.7. Meanwhile, the Eurozone consumer price index (CPI) improved
marginally to 0.1% in June.
The Japan Index underperformed the other regions on the back of yen strengthening from the outcome of
the UK referendum. The Japanese market had benefited earlier from a weaker yen and relatively favourable
earnings revisions and we are now starting to see negative earnings revisions as a result of a stronger yen.
However, economic data remains mixed with both retail sales and industrial production tracking below
expectations.
EM performance was strong in the month with LATAM outperforming Asia ex-Japan, and EMEA. Within
LATAM, Brazil rallied strongly on the back of a Presidential impeachment trial being passed by Congress. In
Asia ex-Japan, performance across various regions was mixed. The top performers were Indonesia followed
by Malaysia while Hong Kong and China were soft on weaker than expected economic data.

1

MARKET COMMENTARY
July 2016

Global Equity
Outlook and Strategy
In terms of equity asset allocation, we continue to be overweight on DM. Among the DMs, we retain our
overweight position in the US as the stronger US dollar, which was a headwind to corporate earnings,
abated on a year-on-year comparison basis. Valuations are fair but we believe earnings could surprise on
the upside with the recovery in oil prices. Last but not least, our positive market outlook in the longer term
continues to be underpinned by better labour market trends and resilient corporate earnings. In Europe, we
think the region should benefit from a weaker currency and steady improvement in domestic economic
conditions. European corporate earnings have been resilient although we are starting to see some
slowdown in economic momentum. We are mindful and continue to monitor geopolitical risks associated with
refugee inflow, as well as the rise of anti-establishment political parties across the region. We retain our
neutral position in Japan. While there are some notable improvements in corporate performance, the
macroeconomic outlook is mixed; valuations are also less supportive than before and earnings revisions are
turning negative with a strengthening yen. Overall, we believe the market should be supported by favourable
monetary conditions.
Within the emerging world, we are neutral on Asia ex-Japan, but remain underweight on EMEA and LATAM.
Asia ex-Japan equities continue to offer good investment opportunities driven by the rise of the region’s
increasing affluent consumers, and valuations are broadly supportive. However, the aggregate market
performance may continue to be challenged due to slower economic growth, tighter liquidity conditions and
potential headwinds if corporate margins and earnings are revised lower. Growth prospects across the globe
remain uneven and fundamental sector/country and stock selection will remain crucial.
The expectation that the US Federal Reserve will eventually increase interest rates could trigger fiscal and
monetary adjustments globally. This could adversely impact corporate earnings, capital flows and EM growth
in the future. Stock selection will be paramount in driving investment performance during this period of
adjustment which would reinforce the need for an active approach to portfolio management. We continue to
allocate capital to high-quality and sustainable growth companies that are reasonably priced. Our focus is on
companies with strong competitive advantages, healthy cash flow and proven track record.

All statistics quoted in the write-up are sourced from Bloomberg as at 30 June 2016 unless otherwise stated.
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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 (“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. 198600120Z
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