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Our regional equity markets are close to bottoming out.
In the last 12 to 15 months, we have been affected by the
sharp sell-down in China stock markets and both regional
and global economic growth have also been hurt by the
slowdown in the Chinese economy and aggravated by fears
over an impending Brexit.
The concerns, including that of a hard landing in China, have
not evaporated and we should be
more prepared now than any time in
close to a decade after the Global
Financial Crisis of 2007 – 2008 for a
sustained period of low economic
activity.
However,
long-term
investors should be accumulating
good companies at a time when
investment sentiment is subdued.

The Caixin Manufacturing PMI, a closely-followed leading
indicator tracking the Chinese economy and previously
compiled by HSBC, has given promise that the economy
could be stabilising. The Index – derived from a survey of
430 private industrial companies – was below the 50 level in
June and showed that manufacturing activity was
contracting. However, since July, manufacturing activity has
been expanding – July was the first month of expansion
since February 2015 - but at a slower pace with the Index at
50.0 in August and 50.1 in September 2016.

Stock markets are leading indicators
with investors discounting ahead the
unfolding of economic and stock
market cycles vis-à-vis stock
valuations.
Caixin Manufacturing PMI
Source: http://www.tradingeconomics.com
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Meanwhile, based on the latest available data, the Chinese economy expanded by 6.7% for the April – June quarter compared
with the year before. This was a 1.8% improvement over the first quarter of 2016. The GDP growth for the January – March
quarter was also 6.7% compared to the year before and was the slowest pace since the global financial crisis. The government
is targeting a range of 6.5% - 7% for 2016.

Source: http://www.tradingeconomics.com | National Bureau of Statistics of China

On the charts, the long-term charts of several stock markets have turned positive. These include Singapore’s Straits Times
Index and Hong Kong’s Hang Seng Index.

Source: http://www.chartnexus.com
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Source: http://www.chartnexus.com

Before our next issue of MA Insights in early January next
year, some key events would have occurred:
1) US Presidential Elections on 8 November 2016
2) Two meetings held by the US Federal Reserve (US
Fed) – 1 & 2 November 2016 and 13 & 14 December
2016.

US Presidential Elections
As of today, there is still no clear winner between Hillary
Clinton (Democrat party) and Donald Trump (Republican
party) in the coming elections, although Clinton seems to
have gained an edge over Trump after their first debate.
Putting aside the criticisms of these two candidates, both of
whom are reportedly not being favoured, we may like to
revisit the question “Would the stock market perform better
in a so-called “business friendly” Republican administration
compared with a Democrat administration?” Apparently, it
doesn’t matter, going by the “studies” I read on the internet.
I think the point is that outside of social and political rhetoric
and decisions, any administration must take upon itself to
ensure the economic well-being of the country. I think both
are likely to be pro-business – and this could be a reason for
the US stock markets recently reaching new highs - although
Trump’s strong rhetoric seems to suggest that he wants
much more and which may be a concern to us if the US
Federal Reserve keeps to its guidance on inflation at a 2%
cap.

I think Clinton will win – and this will provide much
continuation to the Obama administration and hence, no
added risk aversion to the current investment climate.
However, it appears that we are unlikely to have the same
party with a majority in both houses of the United States
Congress.
Over the years, there have been studies on how the 4-year
US presidential cycle affect the US stock market. Here again,
we find the “findings” not conclusive, hence we would read it
with interest but with a pinch of salt:
(1) first year of new administration – weak stock market as
the new administration takes unpopular measures
(2) first year of incumbent – positive 70% of the time since
1945 with no new significant administrative measures
(3) third year – when the monetary conditions are especially
conducive for economic growth and the incumbent prime
pump the economy
US Fed Funds Rates
We read that the US Fed is now more eager to raise interest
rates. At their last meeting in September, three out of the 10
voting members have preferred an immediate increase.
So, would there be a rate hike at the next decision on 2
November? Is the Fed truly independent and not affected by
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politics? In this instance, I think this question is currently not
important. Instead, the Fed is likely to avoid a hike just before
the US Presidential Elections on 8 November – given the
current lacklustre economic conditions and mindful of the
likely market volatility before and after the Presidential
Elections. A rate hike is more likely in December, perhaps
with a bigger amount. More importantly, going into next year,
investors are likely to remain concerned over the pace of
interest rate hikes – that there could be several rounds of
increases and by bigger quantum.

www.phillip.com.sg/managedaccounts
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Important Information
This newsletter is provided to you for general information only and does not constitute a recommendation or an offer or solicitation for
any investment. The information contained in the newsletter has been obtained from public sources which Phillip Securities Pte. Ltd.
(“PSPL”) has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions contained in this
newsletter are based on such information and are expressions of belief of the individual author or the indicated source (as applicable)
only. PSPL makes no representation or warranty, express or implied, that such information is accurate, complete, appropriate or
verified or should be relied upon as such. Past performance of any investment product or company referred to in this newsletter is not
indicative of future results.
Any such information or opinion contained in this newsletter is subject to change, and PSPL shall not have any responsibility to
maintain or update the information or opinions made available or to supply any corrections, updates or releases in connection
therewith. In no event will PSPL or persons associated with or connected to PSPL, including but not limited to its officers, directors,
employees or persons involved in the preparation or issuance of this newsletter, (i) be liable in any manner whatsoever for any
consequences (including but not limited to any special, direct, indirect, incidental or consequential losses, loss of profits and damages)
of any reliance or usage of this newsletter or (ii) accept any legal responsibility from any person who receives this newsletter, even if
it has been advised of the possibility of such damages. Any opinions, forecasts, assumptions, estimates, valuations and prices
contained in this material are as of the date indicated and are subject to change at any time without prior notice.
This newsletter does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This newsletter should
not be relied upon exclusively or as authoritative without further being subject to the recipient’s own independent verification and
exercise of judgment.
Recipients should be aware that many of the investment products which may be described in this newsletter involve significant risks
and may not be suitable for all investors, and that any decision to enter into transactions involving such investment products should
not be made unless all such risks are understood and an independent determination has been made that such transactions would be
appropriate. Any discussion of the risks contained herein with respect to any investment product should not be considered to be a
disclosure of all risks or a complete discussion of such risks. You should seek advice from a qualified financial advisor before relying
on the information, analyses and opinions for any investment decisions.
Our representatives appointed under the Financial Advisers Act (“FAA”) may be authorised to engage in non-FAA activities of
marketing, client acquisition and client servicing of managed accounts services. Our representatives who are appointed under the
Securities and Futures Act to conduct fund management activity (“FM Reps”), i.e. the Portfolio/Fund Managers, will be managing
clients’ money and investments, in addition to marketing, client acquisition and client servicing of managed accounts services.
PSPL is a member of the PhillipCapital Group of Companies. The PhillipCapital Group of Companies, their affiliates and/or their
officers, directors and employees may own or have positions in any shares, units and other investments mentioned herein or any
investment related thereto and may from time to time add to or dispose of any such investment. Any member of the PhillipCapital
Group of Companies may have acted upon or used the information, analyses and opinions herein before they have been published.
This newsletter has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole
or in part, for any purpose. If you have received this document by mistake, please delete or destroy it, and notify the sender
immediately. PSPL shall not be liable for any direct or consequential loss arising from any use of material contained in this newsletter.
This newsletter is only for the purpose of distribution in Singapore. The information and material presented herein are not directed,
intended for distribution to or use by, any person or entity in any jurisdiction or country where such distribution, availability or use
would be contrary to the applicable law or regulation or which would subject PSPL to any registration or licensing or other requirement,
or penalty for contravention of such requirements within such jurisdiction.
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