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Political events well lined-up for 2017

The challenging landscape seen over the course of 2016 will likely continue for global

financial markets in the interim. Trump’s erratic victory in the US Presidential election

last November was among the few notable events which stole global headlines last year;

and with Trump’s inauguration set in the coming weeks, the soon-to-be President will

likely remain under the spotlight in 2017 as global markets eagerly awaits the unfolding

of his policies.

In an attempt to stimulate growth, Trump is adamant to push through for a reduction in

corporate taxes, as well as a targeted USD 500 billion to USD 1 trillion infrastructure

spending in the span of 10 years; which saw significant outflows from the EM block

repatriated back to the US following the election results. Additionally, banking stocks

have rallied following the proposed removal of the Dodd-Frank Act to provide

liberalisation for the US banking sector.

We think that the markets are overly priced in despite the fact that the implementation of

Trump’s policies – if successfully passed – may require more than a little while to take

effect. For better or for worse, the excitement over Trump’s initiatives will likely continue

for the near term; which may translate to a stronger USD and higher interest rates, which

in turn, may also adversely affect the Asian emerging markets at least for the first few

months.

On the other hand, US Treasury yields are expected to be at the 2.5-3% range in the

near term. While the US Feds forecasted for a potential 3-time rate hike this year, we

believe that there is room for a downward revision as economic growth is yet to be

imminent. More importantly, the hike will likely be moderated by the policies Trump may

pursue.

As for the European side, the PMI data released last week showed positive figures as

the manufacturing and export sector benefitted from the weaker Euro. On the broader

scale, markets are still looming with uncertainties especially with the ongoing

development of Britain’s exit from the European Union, as well as the up-coming

elections in France, Netherlands, and Germany.
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HK/ China economy to remain supported

On the HK/ China front, the 4Q2016 GDP data which will be released in March is

expected to be one of the key catalyst to drive China’s economy; given its estimates that

are above consensus, we believe that more support will be provided for stock prices in

the near term.

The 19th National Congress of the Communist Party of China that is set to be held in

November would be another key event to look out for. Construction activities are

expected to boost for the interim as the government looks prop up the economy prior to

the leadership transition. Historically, a lot of emphasis have been placed in ensuring

economic stability to smoothen transitions, and we expect the same this time around.

In addition, we are also seeing opportunities in cyclicals, and beaten down stocks/

sectors in 2015 and 2016 that could potentially rebound in the coming months, such as

China’s insurance sector.

REITs & Infrastructure theme remains resilient

While the REITs and infrastructure stocks have sold down due to the higher trending

bond yields, we remain fairly optimistic on the REITs and infrastructure theme for the

mid to long-term; with the Singapore REITs providing yields at approximately 7%.

We believe that the infrastructure sector will continue to benefit from the aggressive

fiscal spending as we remain invested in several contractor names in Indonesia and

China, as well as power sector players in the HK/ China space. For 2017, we intend to

be more selective, and focus on names that are able to provide cheaper valuations.

Our investment proposition and fund positioning

Timing the market has proven to be virtually impossible as market cycles continue to

depict shorter and sharper movements. As such, investors are recommended to remain

diversified across geographical focus, sectors, as well as currencies, to weather through

the challenging environment.

In terms of positioning for our equity side, our regional funds remain unhedged. As for

our domestic portfolios, we are looking to gain exposure through smaller domestic oil

and gas names that display lower risks, as we believe that oil prices will remain within

the current range in the short-term. Additionally, domestic portfolios will continue to

remain tilted towards income yielding names as growth prospects are likely to face

challenges in the interim.

Moving into 2017, we have taken an interest in restructuring themes, plantation names

which have benefited from higher prices, as well as several banking names which we

expect to see a recovery. We believe that the recent sell-down has provided several

opportunities to redeploy back into markets.
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On the fixed income side, we have gradually shifted exposure back into the market for

the Affin Hwang Select Bond Fund. With elevated cash levels due to stronger inflows,

we intend to deploy back into the market on attractive opportunities; as we expect a

healthy line of new issuances to flow into the market in the near term with opportunities

to participate in both the USD and RM space. Additionally, we are holding a more

positive outlook on the MGS market in the coming months, and will be maintaining a

70% hedge for the portfolio.

As for the Affin Hwang Select AUD Income Fund, we have been moving back into the

yield plays following the recent sell-down, and have increased exposure into

beneficiaries of the higher yielding environment – such as the insurance and banking

space in Australia. The Fund’s equity exposure will be raised to approximately 15-20%.
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Disclaimer

This content has been prepared by Affin Hwang Asset Management Berhad (hereinafter referred to as “Affin Hwang AM”)

specific for its use, a specific target audience, and for discussion purposes only. All information contained within this

presentation belongs to Affin Hwang AM and may not be copied, distributed or otherwise disseminated in whole or in part

without written consent of Affin Hwang AM. The information contained in this presentation may include, but is not limited to

opinions, analysis, forecasts, projections and expectations (collectively referred to as “Opinions”). Such information has been

obtained from various sources including those in the public domain, are merely expressions of belief. Although this

presentation has been prepared on the basis of information and/or Opinions that are believed to be correct at the time the

presentation was prepared, Affin Hwang AM makes no expressed or implied warranty as to the accuracy and completeness

of any such information and/or Opinions. As with any forms of financial products, the financial product mentioned herein (if

any) carries with it various risks. Although attempts have been made to disclose all possible risks involved, the financial

product may still be subject to inherent risk that may arise beyond our reasonable contemplation. The financial product may

be wholly unsuited for you, if you are adverse to the risk arising out of and/ or in connection with the financial product. Affin

Hwang AM is not acting as an advisor or agent to any person to whom this presentation is directed. Such persons must make

their own independent assessments of the contents of this presentation, should not treat such content as advice relating to

legal, accounting, taxation or investment matters and should consult their own advisers. Affin Hwang AM and its affiliates may

act as a principal and agent in any transaction contemplated by this presentation, or any other transaction connected with any

such transaction, and may as a result earn brokerage, commission or other income. Nothing in this presentation is intended

to be, or should be construed as an offer to buy or sell, or invitation to subscribe for, any securities. Neither Affin Hwang AM

nor any of its directors, employees or representatives are to have any liability (including liability to any person by reason of

negligence or negligent misstatement) from any statement, opinion, information or matter (expressed or implied) arising out

of, contained in or derived from or any omission from this presentation, except liability under statute that cannot be excluded.

Warning Statement

The reference of “Funds” in the content herein is referring Affin Hwang Select AUD Income Fund and Affin Hwang Select

Bond Fund. The reference of Prospectus in the content herein is referring to the Prospectus dated 18 March 2016 for Affin

Hwang Select AUD Income Fund, and Master Prospectus dated 18 July 2016 for Affin Hwang Select Bond Fund (collectively

referred to as “Offering Documents”), whichever is applicable. A Product Highlights Sheet (PHS) is available for the Funds

and investors have the right to request for a copy of it. Investors are advised to read and understand the contents of the PHS,

and the Offering Document containing information about the respective Fund before investing. The Offering Documents have

been registered, and the PHS has been lodged with the Securities Commission Malaysia, who takes no responsibility for its

contents. A copy of the Offering Documents and the PHS can be obtained at Affin Hwang AM’s sales office. Units will only be

issued upon receipt of an application form referred to in and accompanying the Offering Documents and PHS. There are fees

and charges involved when investing in the Funds. Investors are advised to consider the fees and charges carefully before

investing. The price of units and distribution payable, if any, may go down as well as up and past performance of the Funds

should not be taken as indicative of its future performance. If you plan to purchase units of the Funds via loan financing, you

are advised to read and understand the contents of the “Unit Trust Loan Financing Disclosure Statement” before deciding to

borrow to purchase units.
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