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NOMURA analysts believe that a
difficult 2016 awaits investors in
this part of the world as Asia’s
growth slowdown appears to be
structural and there is a rising
risk of a credit crunch because of
rising US interest rates.

It believes that the US Federal
Reserve will raise rates at next
week’s Federal Open Market
Committee meeting and that the
hiking trajectory thereafter will
be very gradual, with only two
more rises in 2016.

For stocks, the Japanese in-
vestment house has set an 8 per
cent upside return for the MSCI
Asia Pacific ex-Japan index and is
“overweight” Korea, Taiwan, Phil-
ippines and India, and “under-
weight” Hong Kong, Australia,
Thailand and Malaysia. It is “neu-
tral” on Singapore.

“Empirical studies show that
the ratio of private credit to GDP
is the single best early warning in-

dicator of financial crisis,” said
Nomura’s chief Asia economist
Rob Subbaraman in his report
Asia 2016 outlook – choppier seas
ahead, in which he noted that fi-
nancial conditions in Asia have
been very loose for very long.

“This ratio has risen to over
100 per cent in Thailand, Malay-
sia and Singapore, to over 150
per cent in Taiwan and Korea,
and 200 per cent or higher in Chi-
na and Hong Kong. These ratios
are not only high but have built
up rapidly and fuelled overheat-
ed property markets.”

At a press briefing on Friday,
Mr Subbaraman added that
“Asia is on average over four
times more exposed to financial
imbalances and over two times
more exposed to China than oth-
er emerging markets ... this is
Asia’s Achilles’ heel”.

For Singapore, Nomura has
lowered the economic outlook
from “neutral” to “negative”.

“While the economy avoided
a technical recession in 2015
with Q3 GDP growth 1.9 per cent

quarter-on-quarter, we struggle
to find cause for greater opti-
mism in 2016 as we expect global
growth to remain tepid, domes-
tic interest rates to rise in tandem
with the Fed’s rate-hike cycle
and the residential property mar-
ket to continue to slow,” said Mr
Subbaraman.

On the outlook for stocks,
Nomura recommends that inves-
tors stay with growth companies
but, because of the spectre of a
credit crunch, reduce leverage in
favour of quality.

According to global head of
equity strategy Michael Kurtz,
Nomura’s “top picks” portfolio of
26 Asia ex Japan companies re-
flects this shift as all have net
cash, a simple average trailing re-
turn on equity of at least 18.3 per
cent, and an average Altman
Z-score of 7.1 where any score
above 3 indicates strong solven-
cy. In addition, no individual
non-financial stock has a net
debt/equity of more than 35 per
cent. Two Singapore-listed com-
panies appear on the list – DBS
and Raffles Medical.

Ryobi Kiso Holdings

GROUND engineering solu-

tions firm Ryobi Kiso has won

another S$26.4 million in con-

tracts, bringing the total value

of contracts it has bagged

since January 2015 to S$114.7

million, it said in a Singapore

Exchange filing on Friday. The

group’s net order book stood

at S$160.8 million as at Sept

30, 2015. Ryobi Kiso shares

were not traded on Friday and

last closed at S$0.245 on Nov

26.

Oxley Holdings

PROPERTY firm Oxley Hold-

ings said in a bourse filing on

Friday that its 75 per cent-

owned subsidiary Oxley Sap-

phire (Cambodia) has inked a

memorandum of understand-

ing with hotel manager

Swiss-Belhotel International,

related to services for a brand-
ed residence and a hotel in
Cambodia. Oxley shares closed
half a cent down at S$0.405 be-
fore the filing.

Perennial Real Estate

PUA Seck Guan, chief execu-
tive officer and executive direc-
tor of property firm Perennial
Real Estate Holdings, will be
Wilmar International’s chief
operating officer (COO) with
effect from Jan 1, 2016, Peren-
nial said in a bourse filing on
Friday. Mr Pua will keep his
Perennial roles. Wilmar's chair-
man and CEO, Kuok Khoon
Hong, is Perennial's chairman.
Mr Pua’s appointment follows
the retirement of Wilmar’s cur-
rent COO, Teo Kim Yong.

Perennial named Goh Soon
Yong, previously its deputy
chief executive officer (China),
as group COO with effect from
Jan 1.

T
HE impending Christ-

mas holidays com-

bined with ever-weak-

ening oil prices and

next week’s US Feder-

al Open Market Committee meet-

ing made for yet another forgettable

week for the local stock market, in

which the Straits Times Index (STI)

lost 45 points or 1.6 per cent to

2,834.63 – all in poor volume.

On Friday when the index drift-

ed within a narrow band before clos-

ing 13.83 points weaker, turnover

amounted to 971 million units

worth S$825 million, making it the

seventh consecutive session with

volume below S$1 billion. Business

in the STI components amounted

to S$473 million, or about 57 per

cent of the dollar total. Excluding

warrants, there were 125 rises ver-

sus 257 falls.

There were only a few features of

note, one being confirmation of the

takeover of Neptune Orient Lines

(NOL) by France’s CMA CGM at

S$1.30 per share. Probably because

there are still many hurdles to be
overcome before the deal is com-

pleted, NOL’s shares spent the
whole week around the S$1.22 level,

ending at S$1.225 on Friday.

A second corporate develop-

ment worth noting was the shock
resignation of SingPost’s chief exec-

utive office Wolfgang Baier, report-
edly to pursue new endeavours.

The announcement was made after
the market closed on Thursday;

SingPost’s shares fell S$0.04 to
S$1.715 on volume of 12.4 million

on Friday.

The rest of daily trading was fo-

cused on a handful of penny stocks,
likely through rotational punting by

traders and proprietary desks.
Stocks in play included Alliance

Mineral, SunMoon Food and Great
Group, while soft oil prices extract-

ed a toll on related stocks such as
Ezra, Keppel Corp and Sembcorp

Marine.

The debut of China mall opera-

tor BHG Retail Reit, the only main-
board listing this year, added to vol-

ume. The counter, which was of-
fered at S$0.80 per unit, closed at

S$0.80 on volume of 23.8 million
traded. Brokers said this was likely

thanks to efforts by stabilisation
manager DBS.

By now brokers have resigned
themselves to 2015 being a wretch-

ed year, one in which liquidity and
prices have fallen drastically.

Brokers’ assessments for 2016
are for another difficult year ahead.

The latest to release its outlook is
Nomura, whose 2015 outlook for

Asia was titled “Choppy seas ahead”
and has now followed up on this

with “Choppier seas ahead” for
2016.

“Asia’s growth slowdown looks
structural to us because of an out-

sized late-stage financial cycle, dis-
proportionately high exposure to

China and demographic challenges
that are starting to bite,” said

Nomura’s chief economist Asia
ex-Japan, Rob Subbaraman, at a Fri-

day press briefing. “A Fed hiking cy-
cle heightens the already non-trivial

risk of a credit crunch in the re-
gion.”

Nomura’s view is that the Fed
will raise rates next week but that

the trajectory thereafter will be very
gradual, with only two more raises

in 2016.

“Our end-2016 MSCI Asia-Pacif-

ic ex Japan index target of 465 offers
8 per cent upside. Top-down, we

stick with capital-abundant,
low-yielding and/or downstream cy-

clicals; bottom-up, we reduce lever-
age to bolster portfolio resilience

versus portfolio adversity,” said
Nomura.
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Weak oil, looming US rate
hike mark ho-hum week

Difficult 2016 for investors in Asia: Nomura

GAINERS
BY CENTS

CLOSE UP % 52w high/low

DBXT S&PShort US$ 2125 53.4 1.8 2393/2086

Lyxor Nasdaq US$ 1842 15.5 0.6 1865/1598

DBXT Vietnam US$ 2214 11.3 0.4 2786/2139

Global Testing 114 9.0 8.6 290/85

Khong Guan Flour 204 7.0 3.6 227/193

BY PERCENTAGE

CLOSE % UP 52w high/low

S Chance Prop W17072 0.7 250.0 0.5 3.1/0.1

Singapore eDev 4 73.9 1.7 11.7/2.3

Jasper Inv 1.2 50.0 0.4 2.2/0.3

Next-Gen Sat 0.3 50.0 0.1 0.5/0.2

SinoCloud 0.4 33.3 0.1 0.6/0.1

LOSERS
BY CENTS

CLOSE DOWN % 52w high/low

DBXT China50 US$ 2851 -206.7 -4.9 4258/2750

JMH USD 4717 -202.5 -3.0 6788/4502

Lyxor Indonesia US$ 6921 -202.5 -2.0 9182/6250

DBXT MSAsExJp US$ 3150 -122.3 -2.7 4064/2973

Jardine C&C 3380 -112.0 -3.2 4258/2636

BY PERCENTAGE

CLOSE % DOWN 52w high/low

AIM 19.4 -66.6 -38.6 70/18.1

KepCorp MBeCW160201 0.9 -50.0 -0.9 13.6/0.9

STI 3000MBeCW151231 0.7 -46.2 -0.6 8.6/0.7

UOB MB ePW160215 3.9 -44.3 -3.1 13/3.9

Zhongxin Fruit 1.1 -26.7 -0.4 3.9/1.1

MOST ACTIVE

VOLUME

Jasper Inv 36,232,600

SunMoon Food 28,107,700

Geo Energy Res 26,759,600

BHG Retail Reit 23,836,900

NOL 23,768,900

 Market volume 1,107,596,000

  VALUE ($)

Singtel 65,506,838

OCBC Bank 48,793,157

DBS Grp 41,422,530

UOB 39,030,077

NOL 29,044,351

 Market value  832,399,000
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