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US election unlikely to
tip scales for Asian stock
markets, say analysts
Investors advised against shifting portfolios in knee-jerk reaction to political developments
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WHILE the US presidential election is
likely to cause some degree of volatility in financial markets, experts advise investors in Singapore and the
broader Asia region against shifting
their portfolios in a knee-jerk reaction
to unfolding political developments.
A recent study by UBS revealed
that four in five Asian investors are
considering making changes to their
portfolios prior to the US presidential
election, compared to 72 per cent
globally. Additionally, 65 per cent of
Asian investors are planning to make
further changes to their portfolios
based on the results of the election
compared to 62 per cent globally.
But investment strategists caution
against making changes in portfolios
in anticipation of the election results,
as the impact on Asian markets may
be minimal.
The broad consensus seems to be
for a Biden win, which will bode well
for the region. But the impact could
be limited to a “modest bounce”, said
Prashant Bhayani, chief investment officer for Asia at BNP Paribas Wealth
Management. “Markets hate uncertainty and all the speculation of a
delayed outcome in the election result,” he added. “Volatility, which is
already at high levels even before the
US election, will likely drop with a confirmed result.”
Democrat candidate Joe Biden is
also expected to take a more accommodating stance towards China.
Mary Nicola, Singapore-based
multi-asset portfolio manager at
Pinebridge Investments, said China
has “borne the brunt of Trump’s unconventional management of foreign
policy”. This has increased volatility
across Asian markets, she added.
Mr Biden, as a “seasoned politician
with extended foreign policy experience”, would likely have a strategy towards China that is more “about engagement and multilateralism”.
But again, this change in stance is
unlikely to have a large impact on
Asian stocks.
Said Lombard Odier chief investment officer for Asia-Pacific, Jean-

Volatility, already at high levels
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Jean-Louis Nakamura at
Lombard Odier does not expect
any clear positive impact from
Joe Biden’s policies to Asian
markets.

Louis Nakamura: “It’s not true to say
that Asian markets have been impacted materially by Trump’s
policies. For the same reason, I do not
expect any clear positive impact from
Biden’s policies to Asian markets.”
Rather than shift portfolios significantly, asset managers are advising
clients to stick to the tried and tested
strategies of diversification and longterm investing.
Freddy Lim, chief investment officer at Singapore-headquartered digital wealth manager StashAway, said
a Democrat president could lead to
an increase in antitrust measures
against big US technology firms, as
well as larger fiscal stimulus that
would hurt the US dollar.
He is thus advising clients to reduce concentration risk in the US technology sector, and diversify into
Chinese innovation stocks.
“In our view, the risk of a policy regime change in the US is significantly
higher in this election than in the
past. This makes it even more critical
that investment strategies should
start with a game plan for managing
tail risk,” said Mr Lim.
Eli Lee, head of investment
strategy at Bank of Singapore, said investors should ensure their portfolios can withstand volatility into the
last few months of this year.
“They shouldn’t be selling out of
fear, and generally we think that any

major dips ahead are opportunities
for those with a long-term horizon,”
he said. “They should look to incorporate quality names in their portfolios that are not leveraged to any binary political outcome.”
An eventual recovery would benefit “stock markets that are more dominated by value and cyclical sectors”,
including markets such as Singapore.
Mr Lee said the Singapore market
“continues to be one of the most attractively valued markets in Asia in
our view”.
Syed Razif Al-Idid, head of CIMB
Private Banking Singapore, agreed.
The economic recovery is expected to gather pace over the next 18
months as major countries stave off
another round of strict lockdowns
and earnings begin to recover, he
said. Investors should therefore be
prepared to adjust their holdings accordingly and adopt “a more flexible
strategy that encompasses momentum and value style of investing”.
Most importantly, investors
should stay invested.
Said Capital Group’s investment
director Andy Budden: “Moving to the
sidelines would be an understandable approach for anxious investors
who prefer to wait and see what happens. As history has shown, however,
that is often a mistake.
“What matters most is not the election results, but staying invested.”
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ENERGY companies Sembcorp Industries and SP Group are collaborating
to develop an environmental sustainability platform for corporates and
consumers, with a marketplace that
trades renewable energy certificates
(RECs) and carbon credits, as well as
to provide carbon consulting services.
The launch of the platform is
planned for the first quarter of next
year, both firms said in a joint statement on Tuesday.
RECs are a recognised way of
achieving green targets and a means
for buyers to report that their consumed energy comes from renewable

energy sources. Carbon credits are
tradeable certificates that allow buyers to offset their greenhouse gas
emissions (GHG) by supporting projects aimed at reducing GHG emissions.
Meanwhile, carbon consulting services include analysis, advisory and
strategy development to assist corporates in achieving their carbon
emission reduction targets, Sembcorp and SP Group said.
They added that companies are increasingly incorporating environmental, social and corporate governance factors into their business
strategies and practices, which has
led to a growing demand for environmental solutions to offset GHG emissions.
The platform will tap the expertise

of both parties to provide consultancy services that encompass
physical and digital solutions across
energy, water and waste management, enabling corporates to achieve
their GHG reduction targets, the firms
noted.
In 2015, Singapore pledged to reduce the nation’s emission intensity
by 36 per cent from 2005 levels by
2030, and to stabilise emissions with
the aim of peaking around 2030. The
national target is to halve emissions
from its peak to 33 million tonnes of
carbon dioxide equivalent by 2050,
with a view to achieving net zero
emissions as soon as viable in the
second half of the century.
Sembcorp shares closed six cents
or 4 per cent higher at S$1.54 on Tuesday.

