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and markets –  May 2014 

Source: MSCI  Total Return Index from Thomson Reuters DataStream as of  30  May 2014 (US dollar currency).   

Stock Markets Performance 

US equities rose in May after an upbeat 

assessment of the economy by the US 

Federal Reserve Board. Interest rates 

however are expected to remain lower for 

longer due to slow jobs growth and 

weakness in the housing sector. 

First quarter company earnings have 

exceeded consensus earnings 

expectations for nearly three-quarters of 

the companies in the S&P 500. While this 

bodes well, stocks that led market returns 

in 2013 came under selling pressure in 

May on concerns over the high valuations.   

European equities rose on anticipation 

of further quantitative easing measures 

from the European Central Bank. 

Although Eurozone's 2014 and 2015 

growth rates are expected to be only 

1.1% and 1.4% respectively, many 

companies will likely generate stronger 

revenues and earnings following their 

business restructuring operations since 

the sovereign debt crisis. 

Japanese equities rose for the first time 

this year as recent economic data pointed 

to a continuing recovery in the domestic 

economy in spite of the newly 

implemented consumption tax. On a year 

to date basis, however, the market has 

underperformed. 

Most Asia ex-Japan markets advanced 

along with the gains in the US and other 

equity markets on falling bond yields, 

favorable political outcome in India and 

better Chinese PMI data.  
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Source: MSCI Total Return Index from  Thomson Reuters DataStream as of  30  May 2014 (US currency).   

India gained the most in May as the clear 

majority by a single party in May’s national 

elections boosted hopes for an economic 

revival. Hong Kong shares were led by 

financials and industrials.  

 

China’s stock market rose in May after 

two consecutive month-on-month declines 

on hopes of more stimulus measures by 

the government to buttress the world’s 

second-largest economy. Chinese equities 

also benefitted from the news that the 

HSBC manufacturing PMI rose to 49.7, 

reversing five consecutive monthly 

declines.   

 

Thailand’s equity market was the sore 

spot in the region as the military declared 

martial law and took over the government 

following months of political unrest. 

Thailand’s equity market witnessed 

outflows of over US$1 billion in May. 

 

Taiwan posted positive returns led by 

technology firms. In addition, after the 

rather soft export orders in the first three 

months of the year, Taiwan’s April export 

orders came in on the strong side.  

 

Korean shares rose on strong foreign 

investor buying.  

 

Philippines shares rose after the rating 

agency, Standard and Poor upgraded the 

country by one notch  to BBB from BBB- 

The strong fiscal and balance of payment 

metrics were reasons for the upgrade.  
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Source: Thomson Reuters DataStream as of  30  May 2014.  

Major Currencies Against USD (% change) 

Some emerging market currencies came 

under pressure on worries over reduced 

global liquidity.  

 

The Indian rupee was hit especially 

hard as a result of broader concerns 

about India’s economy. 

 

 

The Indian Rupee was the best 

performing currency in May on optimism 

following the election verdict. Year to 

date it has appreciated the most with 

gains of more than 4%. 

 

The Philippine Peso was another 

outperformer in May. With inflation 

creeping up steadily over the past few 

months, expectations of a rate hike are 

being priced in. 

 

The Malaysian Ringgit was a 

beneficiary of positive economic data; 

the 1Q14 growth came in stronger at  

6.2%,  exceeding economists’ median 

forecast of 5.7%.  

 

The Thai Baht was the worst performing 

currency after the army coup dented 

sentiment. It has since recovered ground 

as more feel that the involvement of the 

military will bring about stability after 

months of political turmoil.  

 

The Indonesian Rupiah continued to 

come under pressure for the second 

month due to various domestic issues, 

namely the  elections as well as fuel 

subsidies.  
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Policy Rate versus Inflation Rate 

Source: Data from Thomson Reuters DataStream as of  31 May 2014 . 

Australia’s central bank left policy 

rates on hold for a ninth consecutive 

month in May as inflation readings have 

been lower-than-expected. The inflation 

target remains at 2-3% range.  

 

Bank of Indonesia left its rate 

unchanged at 7.5% in view of the 

slower growth registered in the 1Q14. 

Inflation was also lower on account of 

lower food prices. 

 

Compared with one year ago, the 

consumer price index for April 2014 

registered an increase of 3.4%. Bank 

Negara Malaysia (BNM) left the 

overnight policy rate unchanged at 3% 

for the eighteenth consecutive meeting.  

BNM expects inflation to "remain above 

its long-run average" going forward due 

to higher domestic costs.  

 

Philippines’ inflation rose to a 4.5% in 

May from 4.1% in April and 3.9% in 

March due to higher food and utility 

prices. With inflation falling within the 

central bank’s 3-5% target, rates were 

left on hold. 

 

Korea’s central bank left rates 

unchanged for the eleventh straight 

month in April but the new governor 

signaled that rates may rise later in the 

year should economic growth 

strengthen.  
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Source: Data from Consensus Economics, 12 May 2014.  

The US’ 2014 growth has been on a 

downward trend as the 1Q14 growth was 

affected by severe weather conditions. 

Slack in the economy continues to put a 

lid on the forecasts.  

 

The Eurozone  recovery continues to 

gain traction led by Germany. 

Nonetheless some others such as Italy 

are still grappling with labour market 

issues.  

 

Japan’s growth prospects have 

remained steady boosted by robust 

domestic demand.  

 

Within Asia, growth forecasts were 

revised downwards for Indonesia, 

Thailand and Taiwan.  South Korea was 

the only country to experience an 

upgrade.  

 

South Korea posted a strong 2014 first 

quarter growth which prompted the 

upgrade.  Good showing by exports and 

a pick up in construction activity were the 

main reasons for the upbeat growth 

numbers.  

 

Indonesia’s 2014 first quarter growth 

was the slowest in more than 4 years. 

The key reason was the ban on exports 

of ores which caused a drag on growth. 

The high interest rates are also taking a 

toll on the economy.   
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Source: IBES MSCI from Thomson Reuters DataStream as of   28 May 2014. Note: The forward price earnings multiple shown above is calculated on an 12-
month rolling basis.  The horizontal lines represent the average (the middle line) and one standard deviation either side of this average for the period 
shown.   

Valuations - 12-months Forward P/E (x) 
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Source: IBES MSCI from Thomson Reuters DataStream as of 30 May 2014. Note: Weighted 1-month % change in the 12 month forward earnings EPS 
forecasts.  

Earnings Forecast Revision (Month-on-Month Change %) 
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DISCLAIMER 

Eastspring Investments (Hong Kong) Limited 

13/F, One International Finance Centre, 1 Harbour View Street, 

Central, Hong Kong 

Tel (852) 2868 5330 Fax (852) 2868 3137 

www.eastspring.com.hk 

Source: Eastspring Investments (Singapore) Limited  

 

This document is provided by Eastspring Investments (Hong Kong) Limited . The information 

provided in this document is for reference only and shall not be deemed to be an offer or a 

solicitation of dealing with any investment mentioned herein. Any opinion or estimate 

contained in this document is not to be relied upon by the reader as advice. Individual country 

or domicile may have restriction on specific investment instruments, reader is recommended 

to seek independent professional tax and/or legal advice before making any investment 

decision. 

 

Investment involves risks. Past performance is not indicative of future performance. The 

information in this document is for information purpose only and should not be considered as 

an offer or solicitation for any of the products or investments mentioned herein. Some of the 

information in this document may contain projections or other forward-looking statements 

regarding future events or the future financial performance of countries, markets or 

companies. These statements are only predictions but actual events or results may materially 

differ. Any opinion or information contained in this document is made on a general estimate 

basis, without any guarantee of accuracy, and should not to be relied upon by the reader as 

advice. The Prudential Assurance Company Limited reserves the right to make changes and 

corrections to its opinions expressed in this document at any time, without any notice. Any 

unauthorized disclosure, use or dissemination of the information in this document, either in 

whole or in part, is prohibited and the information in this document should not be reproduced, 

copied, or made available to others. 


