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They are said to provide good growth and cheaper valuations

KUALA LUMPUR: The emerging markets are viewed as attractive compared to developed
countries due to its superior growth profile and cheaper valuations, according to UOB Asset
Management (M) Bhd (UOBAM).

Chief investment officer Francis Eng said although the US Federal Reserve was likely to
hike interest rates by year-end, the asset management firm still liked emerging markets.

“In a period of low interest rates, people are constantly searching for returns and emerging
markets are known to be bright spots with relatively good growth and cheaper valuations.



“Given the recent events such as Brexit, we have seen fund managers shifting money out of
Europe into emerging markets. But as long as there is growth in the emerging markets, it is
still attractive in that sense,” said Eng after UOB’s media briefing on UOBAM’s newly
launched United Global Quality Equity Fund. It caters for long-term capital appreciation amid
the volatile economic backdrop.

Eng noted that the looming interest rate hike would still be supportive of the various asset
classes.

“There could be potential volatility in the near term, but amid this volatility, we will focus on
quality firms that will help ride through and benefit from global growth trends.

“The United States will still be the market that we look at as firms there are at high growth
levels, offer high cash flows and returns to shareholders,” he added.

Eng said while demand and supply of oil could look better over the next 12 to 18 months
since Opec’s decision to cut crude oil production, the fund house anticipates the ringgit to
weaken on expectations of interest rate hike. But this would be temporary.

UOBAM does not invest in Malaysian firms as it viewed them as expensive compared to its
peers in other countries.

Meanwhile, the United Global Quality Equity Fund is the second global fund launched by
UOBAM on Sept 26.

Sub-managed by Wellington Management Singapore Pte Ltd, the open-ended fund targets
to raise about RM100mil over a year and will invest a minimum of 90% of its net asset value
in the United Global Quality Growth Fund.

Adopting a bottom-up approach, the fund aims to generate positive returns by focusing on
global firms with superior business model, strong fundamentals, high organic revenue
growth, capital returns to shareholders and traded at a discount to the market based on a
free-cash flow valuation.

UOBAM has a fund size of RM6.5bil and manages 59 unit trusts in Singapore, and is one
the leading unit trust managers there in terms of assets under management.
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KUALA LUMPUR, Oct 6 (Bernama) -- Emerging markets remain attractive to global
investors on the back of an imminent US interest rate hike by year-end and the impending
Brexit, says UOB Asset Management (Malaysia) Bhd today.

Its Senior Director and Chief Investment Officer Francis Eng said assets in the emerging
markets offer a superior growth profile compared to those in some of the developed
countries as investors are looking for better returns.

Continued economic growth in emerging markets would also help boost the region's
attractiveness to global investors, he added.....
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KUALA LUMPUR: Valuations of the Malaysian stock market have been getting less
expensive, which could sustain its momentum in the next 12 to 18 months, coupled with the
pick-up in consumer stocks and oil prices, according to UOB Asset Management (Malaysia)
Bhd chief investment officer Francis Eng.

It has not come down so much however for UOB to consider investments in Malaysian
equities for its latest United Global Quality Equity Fund.

“When you look at the global scale, either the valuation is a little bit higher than the
equivalent and in terms of return of excess cash, the global companies that we identified are
ahead of our Malaysian companies.

“This is a global fund, we’re looking for value globally. | think for Malaysian funds, we tend to
be Malaysian-centric and more regional, so for this global fund, quite a number is into the US
market, China and Hong Kong,” UOB Asset Management Lim Suet Ling told a media
briefing here yesterday in conjunction with the fund launch.

UOB is looking to achieve a fund size of RM100 million for the United Global Quality Equity
Fund, which looks to offer an annual return of 8% to 12% over a medium term of three years
and above.



The manager of the fund adopts a bottom-up, fundamental investment approach to identify
high-quality, growth-oriented companies that are trading at a discount to the market.

The fund is 60% invested in the US and North America and 14% in emerging markets.

“Generally, Malaysia is a slightly more expensive market. We have always tended to trade at
a premium to our peers. But if you look at it now where Malaysia is trading relative to its
historical average, we're quite close to mean, neither expensive nor cheap,” he opined.

Eng also noted that the rise in consumer stocks will help drive the recovery of the market.

“Consumption has bottomed out. If you look at the MIER consumer sentiment index, it
started to pick up already. Consumers have adjusted to the GST (Goods and Services Tax)
and weak ringgit,” he added.

Eng favours the construction, palm plantation and consumer sectors.

The rise in oil prices is also a catalyst for the local stock market following The Organisation
of Petroleum Exporting Countries’ (Opec) decision to cut global production, according to Eng.

“If you look at ail ... oil is a big factor for our market. | think most people are forecasting that
oil demand and supply dynamic could look better over 12 to 18 months, so it will be positive
for our market,” he said.

Eng opined that the growth in the emerging markets will still outpace the developed markets
despite rate hikes in the US.

“In the low interest rate environment, people are searching for returns and emerging market
is one of the bright spots where you still get relatively good growth.

“And at the time with the Brexit, fund managers are re-looking at their asset allocation and
money has been shifting out of Europe, emerging markets will be benefiting from that flow of
money,” he said.
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KUALA LUMPUR (Oct 6): UOB Asset Management (Malaysia) Bhd sees potential of higher
stock market returns in the next 12 to 18 months, as consumer sentiments improve.

Its chief investment officer Francis Eng Tuck Meng expects the FBM KLCI to stage a better
performance, as consumers have adjusted their spending accordingly, after the goods and
services tax (GST) implementation in April 2015. At 2.08 p.m., the KLCI was up 3.77 points
or 0.23% at 1,666.69 points.

“The Consumer Sentiment Index (CSI) has started to adjust to the GST, the weak ringgit and
other negative sentiments. Consumer sentiment has been badly hit, but now it has started to
pick up,” Eng told a press conference, after the launch of the United Global Quality Equity
Fund this morning. The new fund seeks long-term capital appreciation, amid rising market
volatility.

Eng is also of the view that oil demand will improve over the next six to 12 months.
Bloomberg today reported oil has gained about 11% since the Organisation of Petroleum
Exporting Countries agreed last week, to cut production for the first time in eight years.

According to Eng, the construction sector is also a sweet spot for the benchmark KLCI, with
ongoing projects such as the MRT Line 2, the Pan-Borneo Highway project and the LRT



Line 3. The rebound in crude palm oil (CPO) prices is another positive for the plantation
sector.

Eng also shared that the ringgit is expected to trade at around RM4.15 against the U.S.
dollar towards the end of the year. “Some volatility is expected on anticipation of the U.S.
rate hike, but post the hike, the volatility is expected to taper off."

On the United Global Quality Equity Fund, UOB Asset Management chief executive officer
Lim Suet Ling said the targeted return for the new fund is around 8% to 12% and is suitable
for investors with a five- to seven-year investment horizon.

“The fund size of the asset management firm is currently about RM6.5 billion. We are
targeting (to achieve) around RM100 million from this new fund in the period of one year,”
she said.

Lim also said the fund adopts a bottom-up approach and aims to generate positive returns
by focusing on companies across the globe, with qualities such as superior business model,
improving fundamentals, high organic revenue growth, capital return to shareholders in the
form of dividend, as well as trades at a discount to the market, based on a free-cash flow
valuation.

Lim cited a U.S.-based multinational software company, with established software business,
providing steady recurring revenues and high free cash flow margins, with further margin
improvement driven by cloud services. The company also returns cash to shareholders
through both dividends and shares repurchases, and is trading at an attractive discount to
the market, she added.

The United Global Quality Equity Fund is sub-managed by Wellington Management
Singapore Pte Ltd and will invest a minimum of 90% of its net asset value in the United
Global Quality Growth Fund (Target Fund) managed by UOB Asset Management Ltd in
Singapore.

Philip Brooks, managing director from Wellington Management Singapore Pte Ltd, said the
fund looks at the price that needs to be paid for the free-cash flow of the company.

“Currently, 60% of the fund is invested in North America, with another 14% in emerging
markets,” he said.

The fund is benchmarked against the Morgan Stanley Capital International All Country World
Index (MSCI ACWI), which is representative of the global equity market.
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KUALA LUMPUR (Oct 6): UOB Asset Management (M) Bhd's United Global Quality Equity
Fund does not invest in Malaysian shares as local stock valuations were relatively high.

UOB Asset Management chief investment officer Francis Eng said the fund, which was
launched today, adopted a bottom-up fundamental investment approach to identify high-
quality, growth-oriented companies that are trading at a discount to the market and returned
excess capital to shareholders.

"We (Malaysian shares) have always traded at a premium compared to our peers, but
relative to historical values, we are trading nearer to the mean," Eng told reporters today at
the launch of the fund.

At 12:30pm, the FBM KLCI rose 3.77 points or 0.2% to settle at 1,666.69 points.
Bloomberg data showed that at current levels, the KLCI traded at a price-earnings ratio

(PER) of about 18 times. Hong Kong's Hang Seng and Singapore's Straits Times were
transacted at a PER of about 12 times each.



