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US-China trade uncertainty made for a
year of equity ebbs and flows

Global equity
markets had a tepid
start. The Straits

Times Index (STI)
was not spared as
sentiment, carried

over from Q4 2018’s
global tech sell-off and
the Fed increasing

rates in Dec 2018,

remained weak.

Observers noted
investors, who have
been left bruised by the
global cyclical slowdown,
were now left wondering
when they would see a
bottoming out.

A couple of days into
the year, global tech
behemoth Apple
announced its first revenue
caution in close to 12 years
due to slowing Chinese
demand, the effect of which
roiled Asian equities, with
the STl recording its lowest
closing of 2019 on Jan 3 at
3,012.88.

But it did not take long
for the Singapore market's
first blockbuster merger and
acquisition deal to be
announced. In mid-Jan,
property giant CapitaLand
announced a deal with state
investor Temasek to acquire
Ascendas-Singbridge for
S$11 billion (including debt)
to create Asia’s largest
diversified real estate group.

Through the sale -
completed in June -
Temasek received S$6
billion, satisfied half in cash
and half in new CapitaLand
shares at $$3.50 each.
Temasek also increased its
stake in CapitaLand to 51
per cent. CapitaLand shares
added 7 per cent in January.
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Start:
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End:
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Investors remained fully
aware that the US-China
trade war would be nothing
short of a long drawn-out
affair and it continued to

dictate sentiment.

Both US President
Donald Trump and US
economic adviser Larry
Kudlow stuck to the
narrative that the two
economies have a long way
to go in their discussions.
But markets preferred to
look at the positives — both
sides were talking.

Weak economic data
releases from China, Japan
and South Korea were also
suggestive of slowing global
growth, which ate away at
sentiment.

Singapore’s non-oil
domestic exports (NODX)
and industrial production
figures disappointed too.
The latter shrank to its
lowest in two-and-a-half
years in January, on
declines in electronics and
precision engineering.

With the Singapore
Budget announced on Feb
19, traders said with a
greater weight on
Singapore's ageing
population, healthcare
stocks could be a long-term
winner while a focus on
defence and building a
smart nation also saw
analysts big on the STI's ST
Engineering.

The mood dipped
toward the end of the
month when US Trade
Representative Robert
Lighthizer tempered
expectations of a US-China
trade deal.

Moreover, the second
Kim-Trump summit in Hanoi,
which commentators hoped
would build on from the
inaugural 2018 meeting in
Singapore was cut short due
to differences on how the
US would lift sanctions.
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In what was
becoming a volatile year,
March started in contrast to
how February ended as
equities were boosted by
hope a US-China trade deal
can be reached.

Positivity around a deal
built up into mid-March along
with the belief China’s fiscal
stimulus measures would
keep economic growth stable.

Back then, the tech
sector slowdown and
continued sparring with the
US left China’s economy
affected, with Beijing
lowering its growth
forecasts for 2019 to
6-6.5 per cent.

Most benchmark
constituents were in the
black for the year but three
Jardine counters - Jardine
Matheson Holdings, Jardine
Strategic Holdings and Dairy
Farm International - were
notable laggards. With
Dairy Farm down 19 per
cent by mid-March,
RHB Securities
analyst Juliana Cai
said long-term
investors
could
accumulate it
while at
attractive
valuations.

Markets
were twitchy
by month’s end
after a Wall Street
sell-off, triggered by
disappointing US
manufacturing data, led to an
inversion of US yield curve
spreads - an indicator of an
upcoming recession - for the
first time since 2007.

Despite all that, the
region’s equities still had their
best first-quarter showing in
seven years. The STI was up
4.7 per cent in the first
quarter, driven by a perceived
improvement in trade
relations but strategists
noted valuations were not
looking cheap.

The STl and other Asian
benchmarks got the Q2
off to a flying start thanks
to China PMII figures for
March beating
expectations and turning
around three months of
contractions.

In the first week of
April, the STI gained 110
points or 3.4 per cent to
3,322, with the banks
averaging gains of 6.1
per cent ahead of Q1
earnings later in the
month.

Thai Beverage also
made steady gains on
improving Thai
consumption and better
operations of its Sabeco
business but Genting
Singapore slipped after
casino entry levies were
implemented.

While the STI was on its
way to its second
strongest month of the

year, trading volumes

were below par,
suggesting some
preferred to stay on
the sidelines until
further clarity on the
trade issues

The STI
continued its gain,

capped off by strong earnings
lifting the index to 3,407.02 on
April 29. It was one of only two
times - the other being April
30 - that the STI crossed 3,400
in 2019.

But traders noted that
markets have been sailing
along far too smoothly on
hopes that a US-China trade
deal would be reached despite
little detail being shared. It
proved to be a sign of worry.
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Like 2018, investor sentiment teetered on the ever-evolving US-China trade relationship, and of course, US President Donald
Trump's tweets. The choppy waters left in their wake led to some calling 2019 the year volatility returned to markets. That

said, Singapore'’s Straits Times Index (STI) recovered half of its 10-per-cent loss in 2018, finishing the year 5 per cent higher.
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Markets got off to an .
encouraging start to kick off
the second half of the year.
Investors, who had been
looking for a repeat of
\\ 2018's G-20 truce between
~ the US and China, got their
S just dues when Mr Trump
AN and his Chinese counterpart
Xi Jinping agreed to a trade
war ceasefire in Osaka.
, However, early month
Mr Trump’s trade . h
tantrums saw a excitement was short lived

The old trading adage of

“sell in May and go away”
definitely held up.

From January to April, the STI
along with global benchmarks
chugged along, fuelled by
hopes that disappointing
economic data would spur
both the US and China to
strike a trade deal.

However, market watchers
noted that valuations were
getting high and equities were
in need of a correction.

One trader likened the
situation to the story of Icarus
in Greek mythology.
“Markets were getting 'too
close to sun’ despite its
inherent dangers, and
were about to get burned,”

he said.
Market correction

Mr Trump
saying

raise

tariffs on
US$200
billion of
Chinese
imports. It
caught most
by surprise, leaving
them with a bitter taste in
their mouths.

Mr Trump also slapped
bans on Chinese tech giant
Huawei Technologies.

The STI's sole tech listing,
Venture Corp, lost 21.7 per
cent between Q1 earnings
announced on Apr 25 and
May 31.

In a month where Singtel
was its only gainer, the STI
gave up most of its gains since
the start of 2019. It was the
benchmark index’s biggest
monthly loss in the year.
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as a strong US Jobs report
undercut investor hopes for
an aggressive Fed rate cut
in July. This saw some
offloading of Reits early in
the month, with the STI's
three Reits not spared.

By the middle of the
month, however, the Fed’s
reaffirmed its dovish tilt,
which was welcomed

by markets.

Singtel shares, which
had gained 19 per cent in
the first half of the year, hit
its 2019 high on July 5. DBS
analyst Sachin Mittal noted
Singtel’s recent rally could
be losing steam, and said
investors may consider
the opportunity to take
some profit.

Defensive yield plays
like those in telecommuni-
cations like Singtel saw
revived interest due to
growth uncertainties and a
lower interest rate outlook.

Boris Johnson was
elected leader of the UK's
Conservative Party in late
July. Market watchers hope
the new Prime Minister,
while a divisive figure, would
be able to bring clarity to
when the UK would formally
leave the European Union
(EV).

The month rounded off
with music to the ears of
\ investors, with the Fed
oy~ subscribing to the first

==y of three rate cuts
in 2019.

number of counters in
the Singapore market
oversold, including STI
heavyweights like the
three local banks.

But May's sell-offs set up

June’s bounce back,
en-route to the STI's best
month. Trading at attractive
valuations, the lenders
underwent a technical
rebound, with UOB leading
the way by adding 11.2 per
centin June.

Half a year after the Fed
last hiked interest rates, St
Louis Fed president James
Bullard noted that a rate cut
may soon be warranted.
While the US economy was in
good health, the Fed was
keen to keep the pace of US
economic expansion
sustained.

Coupled with falling US
treasury yields, global investor
appetite yield saw heightened
interest in real estate
investment trusts (Reits),
which were attractive in the
low-yield environment.

The STI's Ascendas Reit
and CapitaLand duo of Reits
averaged 9.5 per cent gains
in June, while the broader
iEdge S-Reit Index added
7.1 per cent. Property
developers also fared well.

While the rate cut
was welcomed, Fed
chair Jerome Powell’s
hawkish stance cast
some doubt on the
possibility of further cuts.

Economic indicators from
Asian economies continued to
be soft, with investors turning
to the corporate earnings
season for clues of global
growth woes.

Attention here circled on
the STI's Yangzijiang
Shipbuilding, where reports
emerged that an associate of
executive chairman Ren Yuanlin
was being investigated for
disciplinary violations by
Beijing’s anti-graft body. Mr Ren
was granted leave to assist
authorities. Shares in China’s
largest non-government linked
shipbuilder faced a shelling in
August, losing 36.3 per cent.

Investment sentiment
continued to dip after Mr Trump
declared tariffs on all remaining
Chinese imports on Aug 15.
Taking a page off Mr Trump’s
book, Beijing timed its response
to great effect slapping tariffs of
its own just prior to Mr Powell's
speech at Jackson Hole.

Local equities were also
weighed down as NODX
tumbled in July, and Singapore’s
gross domestic product (GDP)
forecast was lowered to
between 0-1 per cent for 2019.

In its wake, the STI was
down on the year for the first
time since January on Aug 26.
August certainly kept its
reputation as a month to
forget for equities, in which
the STI has not posted a
monthly gain in over
a decade.
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To get the month under
way, US tariffs on
US$300 billion worth of

Chinese imports were
raised to 15 per cent. It
certainly wasn't a good
start after trade relations hit
fever pitch in the latter half
of August.

After the previous
month'’s slide, analysts noted
the STI was once again
starting to appear
inexpensive, especially when
supported by the
expectation of another Fed
rate cut, which came to
fruition mid-month.

The STI counters with
Sizeable exposure to Hong
Kong were given a lift after
the extradition bill, which
drew the ire of Hong
Kongers and served as the
trigger for protests there
since June, was withdrawn.
Of the lot, Hongkong Land
was the standout gaining
9 per cent on Sept 4.

The real estate
developer lost 16.6 per cent
from June to Sept 3.

On Sept 23, Mapletree
Commercial Trust (MCT) was
added to the STl in place of
port owner HPH Trust. During
its reign as a benchmark
constituent, HPH Trust units
shed 61 per cent. MCT saw
increased institutional
inflows in the week of its
admission to the STI.

Toward the end of the
month, US lawmakers
launched an impeachment
inquiry into Mr Trump. While
it affected markets in the
days after, the event has
mostly domestic
consequences, and
investors preferred to focus
on trade issues.

SEPTEMBER

Start:
3,106.52

End:

A 3,119.99
(+0.4%)

It is darkest
before dawn.
Early month rumours

that Washington could limit
Chinese investment in the US
eventually gave way to
market rallies when both
parties said trade talk
progress was positive, lifting
risk appetite. Markets also
priced in a third Fed rate cut
in October.

In Singapore, the market
was set abuzz after state
investor Temasek made a
partial offer to acquire an
additional 35 per cent stake in
Keppel Corp on Oct 21.
Temasek's offer price of
$$7.35 was a 25.8 per cent

premium over Keppel's
closing price of

$$5.84 on Oct 18,
the session before the

deal was revealed. By end-Oct,

its shares traded at S$6.86.
Temasek's offer spurred

speculation of consolidation in

the offshore and marine
sector, which saw Sembcorp
Industries and its subsidiary
Sembcorp Marine, experience
considerable trading activity.
The month closed out
with word emerging that an
interim trade deal between

the US and China was close to

being complete.

Start:
3,119.99

End:

A 3,229.88
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3,222.83 —

Dec 31, 2019

Encouraging Chinese factory
data and hopes of a “Phase
One” trade deal gave
equities a lift, which in turn
saw some investors booking
profits after a strong start.

However, by mid-Noy,
protests in Hong Kong were
getting increasingly violent,
which in turn hurt the STI's
Jardine counters, most
notably HongKong Land,
which has properties in
prime locations in the
territory. Investors feared Mr
Trump'’s signing of the Hong
Kong hill could upset China,
compromising recent
progress to strike an interim
trade deal.

That said, the region’s
economy was picking up,
and along with it, the
bottoming out of the cyclical
tech manufacturing sector.
In the local market, a
number of semi-conductor
related firms posted
improved earnings, leading
to strong investor interest.
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However, this did not
translate to immense gains
for the STI's Venture Corp,
which expected a weak Q4
performance before profits
improved.

With crude palm oil
prices increasing, local
investors also made plays for
Singapore-listed plantation
owners like Golden
Agri-Resources and Wilmar
International.
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v 3,193.92
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The STI, like its regional brethren, was also lifted by a U-turn in US Federal Reserve policy, with the central bank subscribing
to three rate cuts, as well as a recovering tech sector toward the end of the year. BY NAVIN SREGANTAN

While rumours of a mini
US-China trade deal were
gaining steam, some were
still jittery over Beijing’s
thoughts of the passing
of the Hong Kong
pro-democracy bill into
us law.

Trading was also mixed
due to poor Chinese export
figures and worries that
Washington could implement
further tariffs on Chinese
imports on Dec 15.

But those hoping
and wishing for a “Santa
Rally” were duly given
one by way of both the
US and China confirming
that a “Phase One” trade
deal would be signed,
sealed and delivered by
January 2020.

Moreover, the
Conservative Party’s
resounding victory in the

UK General
Election on

Dec 12 gave
investors
some
assurance
on the
Brexit
outlook.

Mapletree

Logistics Trust
(MLT) was added to the

STI on Dec 23, with Golden
Agri-Resources being
dropped. During its time as
a benchmark constituent,
Golden Agri shed 43 per
cent. With MLT’s inclusion,
Reits now form a sixth of
the STI.

ThaiBev was the STI's
top performer of 2019,
gaining 46 per cent.
Meanwhile, Dairy Farm
was the STI's biggest
laggard, dropping 37 per
cent in the process.
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