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Asian equities were generally weak in December, but
ASEAN markets, as measured by the MSCI AC ASEAN
index, were only down by 0.9% in Singapore dollar terms.
Thailand was the weakest market falling 3.5%, followed
by Singapore which was down 1.5%. The other markets
were up, but all by less than 1%.
We have commented over the past six months on the
pressure on the region’s central banks to raise rates,
despite relatively weak growth in their respective
economies, due to the actions of the US Federal Reserve.
This has been particularly true in Indonesia, where the
current account risk has been an issue, and in the
Philippines where inflation has been a concern.
One central bank which had seemed able to withstand this
pressure was the Bank of Thailand. However, in
December it also raised rates unexpectedly by 25 basis
points – the first increase in many years. The commentary
suggests this was very much a prudent raise, aimed at
preventing longer-term stability issues and potentially
giving the bank some policy room further down the line.
Certainly, growth in Thailand has continued to be weak
and the central bank also took the opportunity to lower its
own forecasts slightly to just 4% in 2019. Economists are
debating if this rate rise will be a one off, or if there will be
another early in 2019. Other than growth and interest
rates, the other risk in Thailand we will be watching for is
the election in February. The ban on campaigning has now
been lifted and, given Thailand’s recent history, we can
expect to see increased tensions leading up to the vote.

especially given the failure of the early warning systems.
With an election due in early 2019, infrastructure may be
an issue. Meanwhile, the exchange rate does appear to
have stabilised for the time being, following the series of
rate rises and a lower oil price improving the fiscal outlook
via the energy subsidies.
Higher rates and generally lower growth expectations
have taken their toll on earnings expectations in 2018.
Consensus forecasts for 2019 now look far more
achievable than earlier in the year. Earnings-per-share
growth is forecast at just 2.6% in Thailand, 3.9% in
Singapore, 5.6% in Malaysia and a little over 11% in
Indonesia and the Philippines. Valuations against history,
however, are diverse, with Singapore looking particularly
cheap on a price-to-earnings (p/e) basis, whereas
Indonesia and Thailand remain expensive against their
own history, despite the lower growth outlook.

Indonesia sadly has now suffered three horrific disasters
in just a few months – December’s tsunami in western
Java and southern Sumatra following on from an
earthquake and tsunami in Sulawesi in September and
August’s earthquake in Lombok. Indonesia’s government
has made the promotion of tourism, especially beyond
Bali, a major pillar of its efforts to grow the economy. Its
aims could have been impacted from these disasters,
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