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Examples of Major Stock Market Indices1

The Use of Stock Index as Benchmark 

1Bloomberg, as of May 09.
2SGX is Asia-Pacific's first demutualised and integrated securities and derivatives exchange.

* Absolute return differs from relative return because it is measures the return of a particular asset and does not compare it to benchmark.

“Singapore stocks rose in line with the region; the Straits Times index jumps by 2.8% and closes at 2,306 points for 
the day”. If you watch the news or read the newspapers, you may have come across this message many times. But 
what exactly is the Straits Times Index? Read on to find out more about this index and how it works.

A stock market is a public market for the trading of company stock at an agreed price. A stock market index 
represents a particular market through a selection of stocks. As it is difficult to track every single traded stock, the 
index should help to capture the essence of both market performance and sentiment at any one point. An index 
allows investors to evaluate individual stock performance and is usually expressed in terms of a change from a 
base value. The percentage change is a more important indicator than the actual numeric value.  Stock indices can 
be categorised into two broad ways. First, a “global” stock market index which covers large companies regardless 
of its residence. Another is the “national” index which represents the performance of stocks of a specific country. 

Country Major Stock Index

World MSCI World Index, S&P Global 100

United States Dow Jones Industrial Average , S&P 
500, Nasdaq Composite Index

Asia MSCI Asia excluding Japan

Australia ASX 200 Index

China Shanghai Composite Index

Hong Kong Hang Seng Index

Jakarta Jakarta Composite Index

Japan Nikkei 225, Topix Index

Korea KOSPI Index

Malaysia Kuala Lumpur Composite Index

Philippines Philippines Composite Index

Singapore FSSTI - Straits Times Index

Taiwan Taiex Index

The value (price) of stock indices are evaluated by  two 
common methods: price-weighted and  market-value. 
Price-weighted means each stock’s price within the 
index is taken into account. Capitalisation or market- 
value weighted factors in company’s size. The Dow 
Jones Industrial Average, for example uses the price 
weighted method.  

The Singapore’s Straits Times Index is calculated using 
the top 30 Singapore Exchange Ltd (SGX)2 main board 
listed companies selected by full market capitalisation. 
Some examples of the components of the index1:
CapitaLand Ltd, DBS Group Holdings Ltd, Genting 
Singapore PLC, Keppel Corp Ltd, Singapore Airlines 
Ltd, Singapore Technologies Engineering Ltd, 
Singapore Telecommunications Ltd, SMRT Corp Ltd.

A stock index is not only a useful tool for tracking market 
trends, it also measures a segment of the industry for 
traded companies. Thus, it has become a benchmark for 
many investment portfolios. A suitable benchmark is one 
that bears close resemblance to the risk and return of the

Name Absolute 
Return *

Benchmark
Return

Relative * 
Performance

Fund A 12.0% 10.0% +2.0%

Fund B 8.0% 11.0% - 3.0%

portfolio’s characteristics. For instance, an Asian equity portfolio will probably use MSCI Asia ex-Japan index as its 
benchmark to evaluate the portfolio’s return over a period of time. The benchmark return is thus compared against 
the portfolio’s return to see how well a fund manager has been managing the said portfolio over a specific period of 
time. In the table above, Fund A has outperformed the benchmark while Fund B underperformed.  
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3 Data as of May 09 – Bloomberg, Reuters 

Events Name 3 Date/Period Summaries

Oil Crisis October, 1973 –
December 1974

Oil prices went up excessively, causing the “oil shock”.  It has been regarded as the first event
since the Great Depression to have a persistent economic effect.

Black Monday October 19,
1987

Interestingly, the cause of the one-day massive panic sell-off cannot be found as there was no
major news event related to the incident.

Asian Financial
Crisis October 1997 Asia’s crashing currencies destroyed the financial health of the regions and led to the selling of

Asian stocks in a huge volume.

Technology
Bubble Burst March 2000 Dotcom boom and bust was a case of too much too fast. Investments in the information

technology sector were overrated.

September 11 
Terrorists Attack

September 11,
2001

9/11 was a series of coordinated suicide attacks by al-Qaeda on the United States soil. It resulted
in a fall of global stock markets.

SARS February 2003 The Severe Acute Respiratory Syndrome (SARS) outbreak caused the stock market to plunge
during that period particularly in Asia. It was one of the deadly pandemic outbreak in many years.

Subprime
Mortgage Crisis

October 2007 - 
current

The subprime mortgage crisis is an ongoing financial crisis triggered by a dramatic rise in
mortgage delinquencies and foreclosures in the United States, with major adverse consequences
for banks and financial markets around the globe to date.

Series of Events affecting Global Stock Markets

Tracing the Stock Market’s Path

Market Types Explanation

Bull A bull market is used to describe a sustained period of price increases (i.e. 2003-2007) , while a bear
market defines a sustained period of price declines (i.e. 2007 to current). These periods could last up to
several months or years and also typically much longer than a market bubble or crash.Bear

Bubble
Bubbles typically happen in bull markets when investors’ exceeding demand for stocks push prices beyond
the true reflection of its actual worth. In such situations, the underlying company’s fundamentals are
ignored.

Crash
A crash is a drastic drop in the total value of a market, which sometimes could be attributed to the popping
of a bubble, specific event or prolonged period of bear market. During these times, investors become
extremely panicky and try to sell off their stocks in the market at the same time.
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Disclaimer

This newsletter is solely for information and private circulation to any potential clients of Prudential Asset
Management (Singapore) Limited, (“PAMS”) (Company Reg No. 199407631H) and may not be published,
circulated, reproduced or distributed in whole or part to any other person without the prior written consent of
PAMS. This newsletter is not an offer or solicitation by anyone in any jurisdiction or to any person to whom or
to which it is unlawful to make such an offer or solicitation. Whilst we have taken all reasonable care to ensure
that the information contained in this newsletter is not untrue or misleading at the time of publication, we
cannot guarantee its accuracy or completeness. You should not act on it without first independently verifying
its contents. Any opinion or estimate contained in this newsletter is subject to change without notice. We have
not given any consideration to and we have not made any investigation of the investment objective, financial
situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever
is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of
the recipient or any class of persons acting on such information or opinion estimate. PAMS and its related and
affiliated corporations together with their respective directors and officers may have or may take positions in
the securities mentioned in this newsletter and may also perform or seek to perform broking and other
investment services for the corporations whose securities are mentioned in this newsletter as well as other
parties. Past performance is not necessarily indicative of the future or likely performance. The value and
income from investments may fall as well as rise.  The predictions,  projections, or forecast on the economy,
securities markets or the economic trends of the markets do not necessarily indicate the future or likely
performance. The information contained herein does not have any regard to the specific investment
objective(s), financial situation or the particular needs of any person. Potential investors may wish to seek
advice from a financial adviser before making any investment decisions.  In the event that potential investors
choose not to seek advice form a financial adviser, they should consider whether the investments are suitable
for them.

PAMS is an indirect subsidiary of Prudential plc of the United Kingdom. PAMS and Prudential plc are not
affiliated in any manner with Prudential Financial, Inc., a company whose principle place of business is in the
United States of America. Prudential plc and its related and affiliated corporations are a leading international
financial services group providing retail financial products and fund management services. Established in
London in 1848, Prudential, through its businesses in the UK, US and Asia, provides retail financial services
products and services to its customers, insurance policy holders and unit holders worldwide with over £249
billion in funds under management as at 31 December 2008. 


