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REGIONAL MARKETS UPDATE

ASEAN

THAILAND – 2.5 STARS (NEUTRAL)

·
·
·
·
·
·
·

Consumer Price Index increased by 0.1% y-o-y in Jul 16, after a 0.4% y-o-y increase in Jun 16
Core CPI increased by 0.8% y-o-y in Jul 16, after a 0.8% y-o-y increase in Jun 16
Consumer economic confidence increased to 61.4 in Jul 16, from a 60.6 reading in Jun 16
Consumer confidence decreased to 72.5 in Jul 16, from a 71.6 reading in Jun 16
Custom exports decreased by -4.4% y-o-y in Jul 16, after a -0.1% y-o-y decrease in Jun 16
Custom imports decreased by -7.2% y-o-y in Jul 16, after a -10.1% y-o-y decrease in Jun 16
GDP rose by 3.5% y-o-y in 2Q 16, after a 3.2% y-o-y increase in 1Q 16

INDONESIA – 2.5 STARS (NEUTRAL)

·
·
·
·
·
·
·

Exports contracted by -17.0% y-o-y in Jul 16, after an upward revised -4.0% y-o-y decrease in Jun 16
Imports contracted by -11.6% y-o-y in Jul 16, after an upward revised -6.8% y-o-y decrease in Jun 16
Indonesia posted a trade surplus of USD 598 million in Jul 16, compared to a downward-revised surplus of USD 879 million in Jun 16
CPI increased by 3.2% y-o-y in Jul 16, after a 3.5% y-o-y increase in Jun 16
Consumer Confidence Index increased to 114.2 in Jul 16 from 113.7 in Jun 16
Bank Indonesia maintained its 7-day reverse repo rate at 5.25%.
GDP rose by 5.2% y-o-y in 2Q 16, after a downward revised 4.9% y-o-y increase in 1Q 16

·
MARKET
OUTLOOK

In August, Thai equities saw its earnings forecasts for 2016 and 2017 being upgraded slightly by 1.5% and 0.3%%, bringing the earnings growth for the SET
Index to be at 3.1% and 12.7% respectively for fiscal years 2016 and 2017. Main sectors that contributed the most to the upward earnings revisions in August were Energy
(5.2%), Consumer Staples (3.3%) and Financials (2.7%). Coal mining companies such as Banpu PCL continued to see earnings upgrades over the month, up by 6.73%.
Oil and gas players, within the refinery and integrated oil segments, such as PTT PCL, PTT Exploration & Production PCL and Thai Oil PCL saw upward revisions of 6.6%,
6.0% and 3.4% respectively for their 2016 earnings. Earnings for Indonesian equities, on the other hand, saw downward revision of -0.8% over the month. The overall
earnings revisions were weighed down by earnings downgrades within some of the major sectors, such as Financials (-1.2%), Consumer Discretionary (-2.2%) and
Consumer Staples (-0.5%), which made up close to 70% of the JCI Index. Within the consumer discretionary sector, automobile and media-related companies were the
ones having their earnings slashed by analysts. As for the consumer staples sector, much of the downward adjustments on earnings came from plantation companies,
such as Astro Agro Lestari Tbk PT (-16.1%), Perusahaan Perkebunan London Sumatra Ind (-21.0%) and Sempoerna Agro PT (-12.0%).
In Thailand, 2Q earnings seasons have almost come to an end, with 533 out of 538 companies having reported their quarterly earnings. The reported Thai
corporate posted an aggregate earnings surprise of 0.6%. Most of the sectors saw upward surprise in their earnings, with the exception of the Energy, Health Care and
Utilities sectors. On the other hand, Indonesia companies, on aggregate, recorded a negative earnings surprise of -1.1%, marking the ninth consecutive quarter that
Indonesian companies have underperformed consensus forecasts. The Industrials, Energy and Financials sectors were among the sectors that have missed consensus
estimates significantly, posting negative earnings surprises of -65.5%, -24.7%, -and -5.3% respectively.
Both Thailand and Indonesia have released their 2Q 2016’s GDP numbers during the month of August. For Thailand, the GDP data came in at a rate of 3.5%
year-on-year, significantly better than consensus estimates and prior quarter’s reading of a 3.2% year-on-year growth. This is the fastest quarterly growth for the kingdom
in three years. On a quarter-on-quarter basis, Thailand expanded by 0.8% year-on-year in 1Q 2016, beating consensus forecasts of a 0.5% expansion albeit slightly lower
than prior quarter’s 1.0% year-on-year growth. Thai’s economic growth continued to be driven by robust tourism industry and better government disbursement over the
quarter. Tourism-related sector, such as the hotel and restaurant industry, saw year-on-year expansion of 12.7%. Consumer spending also grew strongly in 2Q 2016,
registering a whopping 3.8% year-on-year growth. Improvement in farm income, easing drought condition and pick-up in retail sales, both durable and non-durable goods,
have resulted in better data for private consumption for the second quarter. Going forward, Thai economic growth will remain supported by government spending and
growing tourism sector. Moreover, clearer political scene, with the “yes” vote on the new constitution, might lead to an uptick in FDI inflows as well as private investment
growth; these will also contribute to better economic growth in the kingdom for the subsequent quarters.
As for Indonesia, the Southeast Asia’s largest economy exceeded growth forecasts in 2Q 2016, growing by 5.2% year-on-year, outperforming consensus
forecasts of a 5.0% year-on-year growth as well as the 4.9% year-on-year growth in the previous quarter. On a quarter-on-quarter basis, the nation's GDP expanded by
4.0%, better than previous quarter's -0.3% contraction as well as consensus estimates of a 3.8% expansion. The overall economic growth can be attributed to resilient
private consumption and government spending, which registered year-on-year expansions of 5.0% and 6.3% respectively. Moving into the second half of the year, growth
within the government spending segment is likely to moderate with the government announcing further spending cuts to the 2016 budget to contain the nation’s fiscal deficit
at 2.5%. Nevertheless, resilient private consumption will continue to buffer the nation’s economic growth. Looser monetary conditions, the stabilisation of local currency,
along with growing confidence toward government policies, should also lead to improvement in private investment spending; this will provide momentum to the nation’s
economic growth for the remaining of 2016.
Based on consensus forecasts as of 29 August 2016, the estimated PE ratio for SET Index is at 16.4X for 2016, relatively higher as compared to our fair PE
estimate of 12.5X. At this juncture, we maintain Thailand’s star rating at 2.5 stars (Neutral). As for Indonesia, various fiscal initiatives implemented by the Indonesian
governments, along with the pro-growth monetary policy measures, are likely to be positive for economic growth and supportive for corporate earnings. However, one of
the major concerns we have for this market is its valuation metric; the PE valuation of the Indonesian market is by no means attractive. As of 29 August 2016, the Indonesian
equity market, as represented by the JCI Index, was trading at a PE ratio of 17.6X, significantly higher as compared to our fair PE estimate of 14.0X. As such, we maintain
our ‘Neutral’ rating of 2.5 stars for Indonesia equities.

