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Performances calculated bid to bid, net income re-invested, GBP to 03/12/17. Source: © 2017 Morningstar.
Asia continues to benefit from ~
the synchronised growth in the Bu“ Pomts
gl[obal economy, on :lhc back'j Synchronised global growth
of easy monetary policies an :
benign inflationary conditions. SUODg COUnHE EaE
Geopolitical threats in the region 2
have also dampened down in Bear Pomts .
recent months. Spikein commodity prices
Against this favourable backdrop,  Chinadeleveraging too quickly
Asian companies are generating
strong earnings growth, which
has in turn driven regional equity While these risks are not in our
markets 30% higher this year. The base case scenarios, we have a
North Asian markets of China, preference for the North Asian
Korea and Taiwan have enjoyed the  markets where valuations are not
bulk of the earnings upgrades due as stretched. China H-Shares and
to their greater exposure to global Korea are still among the cheapest
supply chains, and this could be markets in Asia, trading at forward
poised to continue into 2018. price-to-earnings ratios of 8,0 and
What then could derail the 9.5 respectively.
surging Asian locomotive? One We see opportunities for
risk could be the price of oil. The better equity market returns in
recent rumblings in the Middle North Asia in 2018 driven hy a
East could potentially cause a spike  combination of both earnings
in oil prices which could thenlead  growth and multiple expansion.
to tighter monetary conditions and
adversely impact global trade. Daryl Liew is head of portfolio
A second threat is China’s ment at Reyl Singapore
renewed commitment to
deleveraging following the 19th
Communist Party Congress. If this
process is not managed carefully,
it could trigger a regional or even
global market correction like the
ones experienced in the summer of
2015 and January 2016.
These risks are a concern as
several Asian markets - India
and most of South East Asia - are
trading at the upper end of their
respective five-year valuation
ranges, putting them at risk of
correcting should earnings growth
fail to materialise.
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