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US equities continued to rise in August
underpinned by positive economic data.
The second quarter growth was revised
upwards to 4.2% y-0-y. Both the
manufacturing and housing sectors also
showed improvement. Nonetheless
concerns about the impact of future policy
tightening by the Federal Reserve
remained in focus.

Fed Chairman, Janet Yellen said labor

Returns (%) market conditions were improving more
quickly than expected, which could lead to
interest rates being raised earlier in 2015
3 Months than the Fed’s current estimate.
Asia ex Japan European equities posted positive
returns in August solely boosted by
US expectations that the European Central
Bank would introduce further easing
measures.
Japan
Economic data from the region was
Europe disappointing with both German and
Italian economies showing contraction.
Returns (%) 4 M 0 5 6 8 Eurozone’s August inflation hit a fresh
five-year low at 0.3% well below the
ECB’s inflation target of just below 2%.
Year-To-Date "
Japanese equities posted losses after 3
Asia ex Japan consecutive months of gains amid data
suggesting that April's sales tax hike may
US be weighing more heavily on economic
growth than initially expected.
Europe Asia ex-Japan markets rose marginally
as positive economic news from US and
Japan China contributed to the gains. On a year-
Returns (%) 2 (') 2 4'1 1'0 1'2 to-date basis, the region’s equities have

overtaken the developed markets.

Source: MSCI Total Return Index from Thomson Reuters DataStream as of 31 August 2014 (US dollar currency).
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Year-To-Date

¥ Thai equities gained 5% driven by
positive political progress and improving
macro data. The valuation of the Thai
market is becoming unattractive relative to
other Asian equity markets given the year
to date outperformance. Underlying
political differences remain despite the
positive sentiment following the military
coup so far.

¥ Taiwan equities were driven by a rally in
tech stocks on the back of strong earnings
news and excitement around product
launches by Apple Inc. Philippines
equities benefitted from a weight increase
in six Philippine large cap stocks.

» Indonesia, Singapore and Hong Kong
were the bottom three in August.

» Indonesian shares fell the most in August
as foreigners became net sellers but
retained the position as the best year to
date performer.

» Singapore shares were affected by poor
sentiment following signs of moderating

'”d°':e:‘?a growth in the manufacturing sector.
ndia
Philippines
Thailand .
Viet'nam » Hong Kong’s stock market retreated in
Taiwan August after four consecutive months of
Australia gains on the back of weak China macro
Hong Kong numbers and Hong Kong's softer-than-
Singapore expected economic growth. Gaming
Chi .
KorI(:: stocks fell in August on a slower-than-
Malaysia expected recovery in Macau gross gaming
Returns (%) 0 . 0 15 20 5 0 5 revenue and concerns of labor strikes.

Source: MSCI Total Return Index from Thomson Reuters DataStream as of 31 August 2014 (US currency).
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Major Currencies Against USD (% change)

August 2014 » Expectations that the European Central

VYR Bank will introduce further quantitative
KRW easing measures led to hopes that more
THB cheap money will likely be invested in
;VL\J’B some of the higher yielding Asian
CNY markets. This led to some Asian
INR currencies chalking up gains.

SGD

PHP

VND . . .

DR » Both the Malaysian Ringgit and the
JPY Korean Won were the top performers for

-1 0 1

%) -2 2 the month. The Ringgit benefitted from
strong Q2 GDP data while the won
3 Months strengthened helped by the
THB government’s stimulus packages and the
MYR central bank's forecast of a record
CNY current-account surplus.
KRW
AUD
TSV;’S % The Indonesian Rupiah was the
oHp month’s  laggard, reversing its strong
VND July gain. The Japanese Yen was
IDR another underperformer with the Bank of
INR Japan continuing its easing policy while
OJPY . . ' : . the US seems headed towards tightening.
) 4 2 0 2 4

Further yen weakening does not seem a
concern for BOJ as it will be beneficial

VearTo-Date for Japanese exporters.

AUD

K:E"F‘{’ % The Chinese yuan continued to rise in
MYR August, its fourth straight month of gains
THB on improving Chinese data. But on a
INR year-to-date  basis, the  currency
F:)]E\P( continues to be the top underperformer
SGD mainly due to the central bank's policies
VND which are aimed to stop speculative
wo inflows.

CNY

2 0 2 4 6

(%)

Source: Thomson Reuters DataStream as of 31 August 2014.



Policy Rate versus Inflation Rate

. Australia o China o India » The Reserve Bank of Australia left
Repo Rate the cash rate at 2.5%, noting the
country’s growth to be “a little bit below

Prime Lending Rate

4 8

6 3 6 8 3
. ] ROA Cash Rate Target ¢ . ] trend over the year ahead” due to the
. ] ¢ 23 519 decline in investments in the resources
5 ] 2 4 , ] sector and the moderate growth
, ] 3022'5 0 , | expected from capital spending.
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" - Indonesia , ., [lomafens . Korea » The Bank of Thailand left its policy

rate unchanged at 2.0% as current

7-Day Repo Rate A .
accommodative monetary policy
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] 75 ° ] economic recovery without posing risks
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¢ 2 to overall financial stability.
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B PRPES ) AP B Toi774 > As headine inflation eased to 4.5%
0 . aavsE 2 Hippines 5 . noapore year-on-year in July 2014, Bank

Overnight Policy Rate 8 4
33

3.18

. Indonesia decided to hold the
benchmark policy rate and overnight
°“;:‘f:;':f:e'se “ . deposit rate unchanged at 7.5% and
) ] 5.8% respectively, stating that this is
35 0 o consistent with efforts to guide inflation
4.9

towards its target corridor of 4.54+1% in

V 3-Mths SIBOR

P o+ P R 2014 and 4.041% in 2015.
2 % % % 7% 2 % % 7 % 2> % % 77 %
Taiwan 0 Thailand . Japan
) i _
8 4 .
. N 6 oy Reme e * 4 overnight Call Rate ¥ Reserve Bank of India left the
E 2 benchmark repurchase rate at 8% for a
2 ] 188 ° 2 third consecutive meeting in August as
2 4 . .
o] 75, 209 o the market expected. This despite the
5 ] 4 rise in the consumer price index of
* 4 ] 2 7.96% in July from a year earlier,
“ PR A 3 compared with a revised 7.46% in June.
2 % % % % 2 % % 0 7 %

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



Real GDP Growth Consensus Forecast, %

2014 GDP Forecast, %
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Growth forecasts for the US were
upgraded after months of downgrade
triggered by a poor Q1 GDP reading.
The reversal came on the heels of better
than expected Q2 figures which
registered an expansion of 3.9% versus
Ql's 2.1% (quarter on quarter
annualised) contraction. A build up in
private inventories by companies to meet
growing demand contributed to growth.

In  contrast, the Eurozone growth
forecast was downgraded. Renewed
weakness in demand from the region
has affected trade figures for bigger
economies i.e. Germany and France.
Deflationary pressures continue to
plague the region.

Policy measures have contributed to
stability in Thailand and a pick up in
growth forecasts.

Similarly, China’s stimulus measures
seem to have boosted Q2 growth which
came in at 7.5% (year-on-year) versus
Q1's 7.4%. The Q2 reading has given
confidence that 2014’s full year growth
target of 7.5% appears on track.

Singapore’s downgrade came about on
the back of lacklustre Q2 reading, a
result of a slump in manufacturing output.

Hong Kong’s economy continues to be
affected by the still weak external
demand.

Source: Data from Consensus Economics, 11 August 2014.
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Source: IBES MSCI from Thomson Reuters DataStream as of 28 August 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.
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Earnings Forecast Revision (Month-on-Month Change %)
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Source: IBES MSCI from Thomson Reuters DataStream as of 29 August 2014. Note: Weighted 1-month % change in the 12 month forward earnings EPS

forecasts.
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DISCLAIMER

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.
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