
B U S I N E S S
SATURDAY, NOVEMBER 21, 2015

LONDON/NEW YORK: After a miserable
few years, emerging markets are in line for a
strong rebound in capital flows in 2016,
some of the world’s biggest investors pre-
dicted this week, although they warned that
the benefits will not be shared evenly.

Speakers at the Reuters Global
Investment Outlook Summit this year were
mostly positive about emerging market
prospects.  In contrast to the gloom pervad-
ing last year’s summit, the worst fears of a
Chinese hard landing appear to have ebbed,
while steep declines in asset prices may have
opened up value. Losses of up to 30 percent
in currencies such as the Brazilian real and
Malaysian ringgit against the U.S. dollar have
also convinced many that long-delayed eco-
nomic adjustment is under way, with bal-
ance of payments gaps narrowing and
reforms kicking off in some countries.

“Emerging as a theme is back going into
next year,” Pascal Blanque, who oversees $1
trillion at Amundi Asset Management, told
the summit in London.

“We will see inflows moving back into
the so-called emerging space on a discrimi-
natory basis. I am seeing appetite growing
to play the combination of cheap currency
and growth rebalancing.” Blanque’s “convic-
tion” trade in EM, driven by belief in a soft
landing in China, is ASEAN, the Asian trade
bloc comprising countries such as Indonesia,
Malaysia, Thailand and the Philippines.

A turnaround, if it materializes, will ironi-
cally come during a year when many reckon
the US Federal Reserve will be raising inter-
est rates, in turn boosting the dollar: both
have historically been harbingers of misery
for developing countries. But Fed tighten-
ing looks likely to be less hawkish than
anticipated, and will be countered by policy
in Europe and Japan where, Blanque says,
“unlimited” stimulus is forthcoming.

Reuters earlier this month reported that
big asset managers had started to cautious-
ly raise emerging market allocations, reck-
oning the selloff had gone far enough.

The new-found bullishness is also partly

down to signs of recovery in Western con-
sumer demand as central bank stimulus and
lower oil prices start feeding through to
spending power. Percival Stanion, head of
multi-asset at Swiss firm Pictet, predicts
retailers will enjoy bumper Christmas sales
after several lean years, in turn benefiting
manufacturing hubs such as Taiwan, China
and Korea. Until recently, Stanion had zero
allocation to emerging markets, but he has
started buying debt. He is holding off on
equities pending proof of China’s stabiliza-
tion but has a positive view.

“We are expecting ... higher double-dig-
its (returns) for places like emerging markets
as a whole. It could well take some months
before the rally gets established,” he told
the London leg of the summit.

OUTFLOWS TO INFLOWS
With its growth premium to richer peers

hitting 16-year lows, the developing world
will see the first net capital outflow this year
since 1988, according to the Institute of

International Finance, the world’s most
closely watched monitor of capital flows to
emerging markets.

Around $60 billion has exited mutual
funds dedicated to emerging stocks and
bonds this year, according to fund tracker
EPFR Global. Shares in EM-focused asset
managers such as Ashmore and Aberdeen
have fallen 10 to 20 percent this year. Many
remain cautious - Bonnie Baha at
DoubleLine Capital in New York sees more
pitfalls ahead, especially from the stronger
dollar. But others see value beneath the
rubble. Aberdeen CIO Anne Richards, for
instance, predicts double-digit equity gains
in 2016. “The elastic is a bit stretched and it
gets stretched to a point when value
hunters start to sniff around,” said
Richards, who runs $480 billion. “You can
buy higher return-on-equity companies
with lower multiples right across EM ... We
can buy loads of companies that have low-
er debt-to-equity and we can buy them for
less.” — Reuters

Emerging markets: The comeback kid for 2016 

ATHENS: Greece approved a reform bill on
Thursday to secure further bailout funds from
its international lenders but Prime Minister
Alexis Tsipras’ parliamentary majority shrank
to just three seats after two dissenting law-
makers were expelled. The bill, outlining regu-
lation on tax arrears and home foreclosures,
paves the way for the disbursement of 2 bil-
lion euros ($2.15 billion) to pay state arrears
and a further 10 billion euro to recapitalise
Greece’s top four banks.

The reforms were agreed by Tsipras’ gov-
ernment and its lenders on Tuesday after
weeks of negotiations and are key for it to
complete the first review of a new aid pro-
gram worth up to 86 billion euros which
Greece signed up to this summer. However
the defections of Nikos Nikolopoulos of the
right-wing Independent Greeks party and
Stathis Panagoulis of Tsipras’ Syriza party fur-
ther weakened the left-right coalition.

Nikolopoulos voted against the bailout bill,
while Panagoulis abstained. Both were
expelled from the ruling coalition’s parliamen-
tary group, meaning the government can
now count on 153 votes in the 300-seat cham-
ber. That is exactly the number of “yes” votes
obtained by the bill on Thursday.

A senior government official said the gov-
ernment was determined to carry on imple-
menting the bailout program. The bill
approved on Thursday provides foreclosure
protection for primary homes to about 60 per-
cent of mortgages among an estimated
400,000 homeowners whose loans have
soured during the financial crisis. About a
quarter of them - families with incomes below
the poverty line - were accorded full protec-
tion from foreclosure.  The rest were given
protection for a three-year period provided
they restructured their debts with their banks.

The issue has been a major sticking point

in talks with lenders. Tsipras had told Greeks
no one would seize their homes. “I refuse to
throw onto the street borrowers fighting for
their lives, leaving them to the mercy of the
banks that became richer during the years of
corruption,” Panagoulis, a leftist, said in a
statement as parliament voted.

Dozens of people protested in central
Athens on Thursday. “The government had
said they would not confiscate a single home
but today they crushed all our rights,” said
Giorgos Tzifonios, a retired steelmaker who
was demonstrating outside the Bank of Greece.
Earlier on Thursday, leftist lawmaker and for-
mer government spokesman Gabriel
Sakellaridis resigned from parliament saying he
could no longer support the bailout measures.
However, his resignation will have no impact
on the government’s parliamentary majority
since he was replaced by State Reform Minister
Christoforos Vernardakis. — Reuters

ATHENS: Greek Prime Minister Alexis Tsipras (L) meets with Greek President Prokopis Pavlopoulos at
the presidential palace in Athens yesterday. — AFP

Greece passes bailout bill 

but govt majority shrinks
Expulsion of two lawmakers weakens coalition majority

Inflation figures,

US data in focus for

Tokyo investors

TOKYO: Investors will keep tabs on Japanese inflation figures
and hints of supportive government policy next week for key
trading cues, as well as the latest US economic data.

The United States is slated to release revised third quarter
gross domestic product figures and existing home sales data for
October. The numbers will provide more clarity about the health
of the world’s top economy, analysts said.

“The US economy will be in good condition if the housing fig-
ures turn out well, giving a sense of security to the Japanese
market,” said Hiroaki Hiwata, strategist at Toyo Securities.

“I think that investors will also focus on Japan’s consumer
price index,” he told AFP, referring to the October inflation fig-
ures. Japan will also announce unemployment and consumption
data for October next Friday. Yesterday, Tokyo stocks closed at a
fresh three-month high as last minute bargain hunting erased
losses from earlier in the day. The benchmark index dropped as
much as 0.73 percent in intraday trading before recovering into
positive territory shortly before the close, rising for the fourth
session in a row.

The gains came as uncertainty about the direction of US
monetary policy faded to the background on the release of the
minutes of the Federal Reserve’s October meeting, said Hiwata,
who expects the market to break through the 20,000-point
barrier.

The Fed minutes showed US policymakers were increasingly
confident in the outlook of the US economy.  The Nikkei 225
index at the Tokyo Stock Exchange gained 0.10 percent, or 20.00
points, to 19,879.81. For the week, the index added 1.44 percent. 

The wider Topix index of all first-section shares finished up
0.17 percent, or 2.80 points, at 1,603.18. Over the week, the index
rose 1.09 percent.  “There’s a lack of catalysts for the market but
some people might trade to adjust their positions,” Ichiro
Yamada, general manager of equities at Fukoku Mutual Life
Insurance Co, told Bloomberg News. “If the market is going any-
where, then up is the most likely direction.”

In share trading yesterday, Toyota ended down 0.48 percent
at 7,583 yen, while Nissan dropped 0.38 percent to 1,304.5 yen
and Sony lost 0.36 percent to 3,285 yen. Embattled electronics
maker Sharp soared nearly five percent on media reports
Thursday that it expects its TV making business to return to prof-
it next fiscal year.

Sharp, which posted a whopping six-month net loss of nearly
$700 million in October, finished up 4.76 percent at 132 yen yes-
terday. On Thursday, the Bank of Japan kept monetary policy
unchanged, saying the world’s number three economy “has con-
tinued to recover moderately”, although it admitted exports and
output had been hit by a slowdown in overseas economies.

Official data released Monday showed that Japan fell into
recession in the six months to September-the second time in
Prime Minister Shinzo Abe’s near three-year premiership. — AFP


