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Equity Market Performance

Source: Bloomberg Finance L.P., iFAST Compilations; Data as of 22 Nov 2021

Index performance in SGD terms, returns excludes dividends
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YTD Performance (in SGD terms)

Global Equity US Equity Europe Equity Japan Equity Emerging Market Equity

Asia ex Japan Equity EMEA Equity Latin America Equity China Equity

Equity Index (in SGD terms) Category 1m 3m 6m YTD 1Y

MSCI AC World index Global Equity 2.28% 4.06% 9.49% 19.89% 25.01%

S&P 500 Index US 4.21% 5.62% 15.32% 28.71% 33.63%

STOXX 600 Index Europe 0.62% -0.30% 3.37% 15.55% 20.03%

Nikkei 225 Index Japan 3.30% 5.59% 2.13% 0.52% 7.07%

MSCI Emerging Market Index Emerging Markets -1.33% 3.52% -2.93% 0.86% 5.91%

MSCI Asia ex Japan Index Asia ex Japan -0.46% 4.51% -3.29% 0.00% 4.08%

MSCI China Index China -4.52% 4.62% -12.52% -13.61% -14.22%

MSCI EM Eur, ME & Africa EEMEA -5.92% 1.91% 3.94% 17.89% 23.47%

MSCI EM Latin America LATAM -1.24% -11.76% -13.60% -12.26% -2.18%



Bond Market Performance

Source: Bloomberg Finance L.P., iFAST Compilations; Data as of 22 Nov 2021

Bond Index performance in local currency terms

Bond Index Category 1m 3m 6m YTD 1Y

Bloomberg Barclays Global Aggregate Index Global Bonds -0.80% -2.61% -2.34% -5.07% -3.53%

Bloomberg Barclays Asia USD IG Index Asian IG Bonds 0.19% -1.20% 1.35% -0.56% -0.17%

Bloomberg Barclays Global High Yield Index Global HY -0.79% -1.34% -1.03% 0.38% 3.78%

Bloomberg Barclays Asia USD HY Index Asian HY -0.24% -7.52% -11.49% -9.27% -6.56%

Bloomberg Barclays EMD USD Agg Index
Emerging Market Debt 

(Hard Currency)
0.05% -1.85% -0.14% -1.87% -0.18%
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Key Ideas for 2022

Overweight Equities 
relative to Fixed 

Income

Prefer Europe and 
Japan for DM 

Equities

Favour Asia ex Japan 
and China Equities

Within FI, overweight 
Asian High Yield 

Bonds

Thematic 
opportunities: 

Financials, China 
Tech, China Semicons



Key Ideas for 2022



Where to allocate to?

US

• Growth momentum has peaked but likely resilient 

in 2022 as rising incomes and household balance 

sheets are still in a good shape. 

• Valuations are very stretched by historical and 

relative standards. A market pull-back is possible 

if  earnings start to disappoint. 

• Relatively less attractive to other markets, remain 

underweight to the US.

Recommended Fund: 

Wells Fargo US Large Cap Growth Fund



Growth momentum in the US has peaked
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Source: Bloomberg Finance L.P., iFAST Compilations; 

Data as of 30 Nov 2021



Valuations are very stretched

Source: Bloomberg Finance L.P., iFAST estimates; Data as of Nov 2021

• Forward PE at 22.5x (30% premium to historical average)

• Above +1 standard deviation



Strong earnings growth set to normalise

Source: Bloomberg Finance L.P., iFAST estimates; Data as of Nov 2021



Where to allocate to?

Europe

• A market to play the global 

economic recovery than the US 

given its higher rates of  vaccination. 

Policy remains supportive. 

• European equities have been viewed 

as a ‘value’ market that is heavily 

weighted to banks and old-economy 

industries. A continued global 

economic recovery could be 

supportive of  European equities. 

• Valuations are still attractive

Japan

• High vaccination rates pave the way for a 

more sustained economic reopening.

• With about 40% of  revenues derived from 

overseas markets, Japan is typically sensitive 

to global growth and is well placed to benefit 

from the ongoing post-pandemic recovery. 

• Valuations are attractive.

• BoJ likely to maintain easy monetary policy

Recommended Funds: 

Europe: Allianz Europe Equity Growth Select Japan: JPMorgan Funds – Japan Equity 



Rapidly increasing vaccination rates in Europe 
and Japan

Country/Region 30 Jun 2021 15 Nov 2021

China 15.5% 74%

Italy 31.2% 73%

UK 48.7% 67%

France 31.2% 69%

Germany 37.1% 67%

Japan 14.0% 76%

US 46.3% 58%

Europe 28.0% 56%

Brazil 12.7% 60%

Asia 8.3% 46%

Source: Our World in Data, iFAST Compilations

Data as of 15 Nov 2021

*Share of people fully vaccinated against COVID-19



Europe to benefit from a cyclical rebound
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Japan, an attractive market to play the global 
recovery
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Where to allocate to?

China

• Expect to see some incremental 

loosening in policy

• Chinese equities have likely bottomed, 

valuations are attractive. 

• Opportunities remain in areas that 

align with China’s strategic goals and 

benefit from supportive policies. 

Recommended Funds: 

JPMorgan Funds – China 



China’s Regulations Timeline

10 Apr: Alibaba 

receives record 

RMB 18.2B 

fine on 

monopolistic 

practice 

26 Apr: 

Investigation 

on Meituan for 

suspected 

monopolistic 

practice

16 Jul: New rule 

announced to 

promote social 

security and rights 

of  employees for 

online platforms

24 Jul: Policy on 

reducing burdens of  

students and 

families is issued 

where foreign firms 

are banned from 

acquiring or holding 

shares in academic 

after-school tutoring

30 Aug: Online gaming 

companies will be banned 

from offering minors 

(under 18) from accessing 

games during weekdays and 

only allowed to play games 

from 8pm to 9pm during 

weekends, incl Fridays, 

Saturdays and Sundays

30 Sep: PBOC 

issued new 

regulation on 

credit 

information 

business

12 Apr: PBOC, 

CBIRC, CSRC, 

SAFE summon 

Ant for the 

second time

2 Jul: CAC 

launches 

cybersecurity 

review of  

Didi

10 Jul: SAMR 

announced that 

it has banned 

the merger deal 

between Huya

and Douyu

23 Jul: 8 ministries 

jointly released a notice 

to regulate the property 

market, which includes 

cleaning up irregularities 

in community value-

added services by 

property manager

20-27 Aug: Policies 

targeting data 

collection, analytics 

and application in all 

of  internet operations 

incl algorithm-based 

recommendation, 

were passed

10 Sep: More than 

10 tier-1 online 

platforms were 

summoned to 

address social 

security and labour

rights matters

26 Dec: PBOC, 

CBIRC, CSRC, 

SAFE summon 

Ant for the 

first time

20212020

Source: Various news sources, J.P. Morgan Asset Management

PBoC: People’s Bank of Cjoma; CBRIC: China Banking and Insurance Regulatory Commission; CSRC: China Securities Regulatory Commission SAFE: State Administration 

of Foreign Exchange; SAMR: State Administration for Market Regulation oversees all manner of market controls, incl. regulating anti-competition behavious, intellectual 

property rights, drug safety supervision and issuance of business licenses etc. CAC: Cyberspace Adminstration of China is the central internet regulator, censor, oversight and 

control agency for China.  Data as of 30 Sep 2021



China Big Tech giants amongst the worst 
performers YTD 
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Source: Bloomberg Finance L.P., iFAST Compilations; Data as of 22 Nov 2021

Index performance in local currency terms, returns excludes dividends



Earnings growth will be driven by China’s New 
Economy and Financial Stocks

Sector 2021 Est EG 2022 Est EG 2023 Est EG

Consumer Discretionary 9.03% 51.17% 43.34%

Communication Services 8.59% 12.99% 13.33%

Consumer Staples 18.68% 15.45% 14.66%

Energy 279.00% -0.68% -1.55%

Financial 5.71% 10.04% 9.93%

Banks 8.96% 7.34% 9.00%

Insurance -8.38% 20.60% 12.24%

Health Care 84.39% -0.14% 19.59%

Industrials 72.59% 8.57% 4.33%

Information Technology 39.23% 18.74% 20.16%

Real Estate 11.71% 11.7% 9.83%

Utilities 8.56% 7.99% 2.02%

Earnings growth forecast of HSI

Source: Bloomberg Finance L.P., iFAST Compilations; Data as of Nov 2021



• Limited overlaps: only 136 AH companies (companies with both A-share and H-share listings)

• Investors can access companies in industries and sectors that are otherwise unavailable in the non-
mainland Chinese stock markets. 

Unique opportunities to monetise China’s growth 
in the A-shares market



• The domestic A-shares market is well-positioned for the ‘Common Prosperity’ theme:

• Lower exposure to sensitive industries

• Higher exposure to potential government stimulus

• China’s ambitious plan to peak carbon emissions by 2030 and achieve carbon neutrality before 2060 is
expected to benefit companies ranging from electric vehicle suppliers to solar energy equipment makers.
Similarly, China’s accelerated bid to achieve self-sufficiency is boosting domestic semiconductor
manufacturers.

• As such, China’s long-term commitment to supporting the development of these industries has created
a fundamental earnings tailwind for the companies operating within them, many of which are listed on
the A-share market.

Regulatory risks are relatively less acute



China A China H Global US Europe Japan
Asia ex-

Japan

Emerging 

Markets

China A 1.00

China H 0.50 1.00

Global 0.25 0.58 1.00

US 0.17 0.46 0.95 1.00

Europe 0.22 0.54 0.94 0.82 1.00

Japan 0.25 0.51 0.68 0.55 0.61 1.00

Asia ex-Japan 0.42 0.80 0.77 0.63 0.71 0.65 1.00

Emerging 

Markets
0.36 0.75 0.84 0.70 0.80 0.64 0.95 1.00

Source: Bloomberg Finance L.P., iFAST Compilations. From Jan 2001 – Sep 2021.

China A = CSI 300 Index; China H = Hang Seng China Enterprises Index; Global = MSCI AC World Index; US = S&P 500 Index; Europe =

Stoxx 600 Index; Japan = Nikkei 225 Index; Asia ex-Japan = MSCI Asia ex-Japan Index; Emerging Markets = MSCI Emerging Markets Index.

Low correlation with global equity markets



Fixed income challenged by the rising yield 
environment but selective segments are attractive

• A significant proportion of the fixed income market offers limited value. With the Fed set

to raise interest rates in 2022, fixed income assets could also come under pressure.

• Credit spreads in investment grade bonds are extremely tight, offering limited value. While

the spreads of high yield bonds are also narrow, they offer higher absolute yields, and are

more attractive. In the high yield space, we prefer Asian high yield bonds.

• Emerging market debt comes with high duration, which makes them very vulnerable to

price declines when interest rates eventually increase.



Asian high yield bonds at attractive levels

• Investment thesis on Asian HY bonds 

remains largely intact: 

i. Highest yields in the bond market 

today;

ii. Attractive valuations, both 

historically and relative to peers;

iii. Resilient to interest rate changes

• While expected default rates are 

certainly picking up, the yield offered by 

the Asian HY segment is picking up as 

well. Risk-seekers are compensated with 

larger credit premium.

• Asian HY bonds are offering a YTW of  

10.3%. While defaults could rise further, 

current valuations more than 

compensate for the risk.  



Asian high yield bonds at attractive levels
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Most Chinese developers have stepped up on 
deleveraging efforts

• China real estate developers have made 

great improvements on the three-red-line 

metrics. Fewer listed Chinese developers 

are in breach of  the three red lines. 

• While Evergrande may indeed default, we 

believe Chinese authorities will take steps 

to prevent the debt crisis from 

destabilizing the financial system and the 

economy. 

• While defaults could rise further, current 

valuations more than compensate for the 

risk. 

• Recommended Fund: Eastspring 

Investments – Asian High Yield Bond 

ASDM SGD-H

15%
26%

37%

44%

26%

22%
22%

7%

1H20 1H21

Increasing number of  developers complying 
with all three red lines

Green (meet all 3 lines) Yellow (meet 2 lines)

Orange (meet 1 line) Red (meet 0 lines)

Source: Bloomberg Finance L.P., iFAST Compilations

*Based on MSCI China Real Estate Index, excluding IG issuers; Data as of 1H21



Thematic opportunities to look out for in 2022

Global Financials China Semiconductors China Technology

• A continued global economic 

recovery could be supportive of  

value and cyclical sectors. 

• Global financials appear well-

positioned to benefit, especially with 

interest rates set to rise in 2022. 

• Recommended product: 

Blackrock World Financials, iShares

Global Financials ETF (NYSE: 

IXG)

• This sector will be a beneficiary of  

strong policy tailwind. 

• In a bid to achieve self-sufficiency, 

China has implemented several 

policies/initiatives to support the 

industry (e.g. tax incentives, national 

fund, nurturing talent and more). 

• Recommended product: Global X 

China Semiconductor ETF 

(HKEX:3191)

• The regulatory overhang will fade 

off  as companies continue to 

deliver strong earnings. 

• Valuations remain more attractive 

compared to US peers, expect a 

strong turnaround in 2022

• Recommended product: iShares

Hang Seng TECH ETF 

(HKEX:3067)



Summary of  key ideas

1. Equities are expected to outperform fixed income in 2022. Fixed income remains 

relatively unattractive with a significant proportion of  the market offering limited value. 

Investors should stay overweight equities relative to fixed income. 

2. Within equities, we are overweight Asia ex Japan and China. We reiterate our conviction 

in China’s technology sector. Despite slowing growth, China still has room for policy 

easing to help support its economy. 

3. Within fixed income, we are overweight the Asian high yield bond segment, which has 

undergone a significant correction in recent times. 



DISCLAIMER

All materials and contents found in this document are strictly for general circulation and informational
purposes only and should not be considered as an offer, or solicitation, to deal in any of the funds or products
found/identified in this document. While iFAST Financial Pte Ltd ("IFPL") has tried to provide accurate and
timely information, there may be inadvertent delays, omissions, technical or factual inaccuracies and
typographical errors. Any opinion or estimate contained in this report is made on a general basis and neither
IFPL nor any of its servants or agents have given any consideration to nor have they or any of them made any
investigation of the investment objective, financial situation or particular need of any user or reader, any
specific person or group of persons. You should consider carefully if the products you are going to purchase
are suitable for your investment objective, investment experience, risk tolerance and other personal
circumstances. If you are uncertain about the suitability of the investment product, please seek advice from a
financial adviser, before making a decision to purchase the investment product. Past performance is not
indicative of future performance. The value of the investment products and the income from them may fall as
well as rise. Opinions expressed herein are subject to change without notice. Please note that only certain
bond(s) herein are available to all investors, while the rest are only available for certain persons to invest in,
such as Accredited Investors (as defined in the Securities and Futures Act) or one who invests at least
S$200,000 (or its equivalent currency) per transaction. To qualify as an Accredited Investor, one needs to
submit a declaration form and certain relevant supporting documents, according to iFAST’s prevailing policies
and procedures.

iFAST Financial Pte Ltd (IFPL) (registered address: 10 Collyer Quay #26-01 Ocean Financial Centre Building
Singapore 049315, Telephone: 6557 2000) holds the Financial Advisers Licence issued by the Monetary
Authority of Singapore ('MAS') to conduct regulated activities of advising on securities, marketing of
collective investment schemes and arranging of any contract of insurance in respect of life policies, other than
a contract of reinsurance and the Capital Markets Services Licence issued by the MAS to conduct regulated
activities of dealing in securities and providing custodial services for securities. While IFPL has made every
effort to ensure the independence of the report's contents, IFPL's nature of business is such that IFPL and its
connected and associated entities together with their respective directors, officers and staff may be involved in
providing dealing or investment-related services in the abovementioned securities, and have taken or may take
positions in the securities mentioned in this report, and may also act as the principal for any buy or sell trades.


