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REGIONAL MARKETS UPDATE

ASEAN

THAILAND: 3.0 STARS (ATTRACTIVE)

Consumer Price Index increased by 1.13% y-o-y in Dec 16, after a 0.6% y-o-y increase in Nov 16

Core CPI came in at 0.74% y-o-y in Dec 16, up from 0.7% y-o-y increase in Nov 16

Consumer economic confidence increased to 62.5 in Dec 16, down from 61.2 in Nov 16

Consumer confidence increased to 73.7 in Dec 16, down from 72.3 in Nov 16

Custom exports expanded by 6.2% y-o-y in Dec 16, after 10.2% y-o-y increase in Nov 16

Custom imports expanded by 10.3% y-o-y in Dec 16, after 3.0% y-o-y increase in Nov 16

Custom trade balance fell to USD 0.94b in Dec 16, down from prior value of USD 1.54b in Nov 16
INDONESIA: 3.0 STARS (ATTRACTIVE)

Exports expanded by 15.6% y-o-y in Dec 16, after an upward revised 21.4% y-o-y increase in Nov 16

Imports expanded by 5.8% y-o-y in Dec 16, after an upward revised 10.0% y-o-y increase in Nov 16

Indonesia posted a trade surplus of USD 992 million in Dec 16, compared to a downward-revised surplus of USD 834 million in Nov 16

CPI increased by 3.0% y-o-y in Dec 16, after a 3.6% y-o-y increase in Nov 16

Consumer Confidence Index decreased to 115.4 in Nov 16 from 115.9 in Dec 16

Foreign reserves increased to USD 116.4 billion in Dec 16, from USD 111.5 billion in Nov 16

MARKET OUTLOOK
In the very first month of 2017, the 2017’s earnings forecast for Thai equities was upgraded by 0.3%, with Energy and Financial sectors contributing
most of the positive effects. Similarly, 2018’s earnings forecast was also upgraded by 0.1%, bringing the earnings growth for the SET Index to be at
11.8% and 11.4% for 2017 and 2018 respectively. The corporates in the Energy sector continued to enjoy earnings upgrade (+1.8%) with the optimistic
outlook for oil prices. The OPEC and Russia have announced that oil cuts are progressing at a faster than expected pace, and that the oil producing
nations will monitor their compliance with the agreed oil production cuts. This will put the supply and demand of the oil markets back on track after more
than 2 years of oversupply. Consumer Discretionary was also among the sectors that had its earnings estimates upgraded (+0.1%), with the consumers’
sentiment and spending expected to gradually improve moving forward as the 100-day long mourning period for the late Thai King ended. On the other
hand, the outlook for Telecommunications remains dim, earnings estimates were revised downward by -1.0%, with on-going intense competition among
telecommunications companies to increase their respective market shares, plus the auctioned license for 4G spectrum that are expected to bring up the
relevant companies’ capex expenditure moving into 2017, causing analysts to further bring down their expectations on the telco’s earnings for this year.
Industrial and Utilities were among the others that see their earnings estimates downgraded, down by -0.6% and -0.3% respectively. As for Indonesia,
2017 earnings estimates saw a slight downward adjustment, -0.1%, in the month of January. The downgrades in 2017’s earnings estimates were mainly
contributed by the Real Estate sector. Real Estate, which makes up close to 5.0% of the JCI Index, continued to suffer earnings downgrades from
analysts. In the month of January, the earnings estimate for the property industry by -2.4%, led by Lippo Cikarang and Lippo Karawaci, which saw their
earnings estimates for 2017 downgraded by -7.6% and -3.1% respectively. In the near term, the property industry is likely to face pressure with the
subdued demand from individuals amid liquidity squeeze among wealthy individuals (attributed to the tax amnesty program) as well as the delayed
schedule in their property launches.
In Thailand, consumer confidence and consumer economic confidence have increased to 73.7 and 62.5 respectively during the month of December
2016, from 72.3 and 61.2 in the prior month. The improvement in consumers’ confidence and economic confidence figures can be attributed to the
government’s approval of shopping tax break back in December last year, which allows tax deduction of up to THB 15,000 on goods purchased between
14-31 December 2016. Apart from the government stimulus, stabilising commodity prices along with improved export figures have also bolstered
consumers’ sentiment. Consumer prices picked up last month as well, on the back of rising oil and tobacco prices. Following a jump in November 2016,
Thailand’s exports figure continued to expand by 6.2% year-on-year in December 2016, bringing Thai’s overall shipments in 2016 to a 0.45% expansion
compared to previous year’s -5.78%, ending three consecutive years of export contractions. However, imports figure have also accelerated to 10.3%
year-on-year in Dec 2016, causing the custom trade balanced to reduce to USD 0.94b from previous’ USD 1.54 billion. As a whole, Thailand’s trade
surplus amount to USD 20.7billion for the year of 2016.
Likewise, Indonesia also tabled decent exports data during the last month of 2016, with the nation’s exports growing by 15.6% year-on-year, after a
21.4% growth during the previous month. For 2016 as a whole, Indonesia’s exports segment remained to be in the negative territory, but moderated
significantly to -4.0% contraction as compared to 2015’s -14.6% contraction, helped by the normalization in the exports of non-oil and gas segment
(typically making up 90% of the overall exports) since August 2016. During mid-December 2016, the Indonesian government has proceeded with relaxing
the exports ban on unprocessed minerals (such as nickel ore and bauxite). We expect the relaxation of this mineral exports ban, which was initiated
during 2014, is likely to help accelerate Indonesia’s non-oil and gas exports growth going forward. 2016 should be the trough for Indonesian exports,
and we expect Indonesia’s exports to continue moderating and possibly achieving positive growth going into 2017, supported by the gradual
improvement in the non-oil and gas exports as well as the normalization in the oil and gas exports.
Moving forward, Thailand’s consumer sentiment and spending are expected to continue to recover moderately, supported by improving agriculture
product prices, exports growth and pick-up in tourism-related activities. As such, we maintain the nation’s star rating at 3.0 star (Attractive). As for
Indonesia, we have also retained the nation’s star rating at 3.0 stars (Attractive), maintaining the view that the effective monetary and exchange-rate
policy should allow Indonesia to weather market turmoil, and the continued implementation of structural reform will be supportive for the nation’s growth
going forward.

