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M a r k e t  O u t l o o k

South-East Asia (ASEAN) has outperformed global, Asia
and even the US markets so far this year as at 31 May
2022, after a period of underperformance since 2013.
The key question we have been getting lately is whether
ASEAN can finally sustain its outperformance or is it
simply a false start? 

FLATTER TO DECEIVE OR 
CAN IT FINALLY FULFIL ITS PROMISE ?



Figure 1: YTD Performance – ASEAN (MXSO), ASIA (MXASJ), WORLD (MXWD), US (SPX) 

Source: Bloomberg, as at 31 May 2022
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Global market volatility has been rising due to a confluence of factors including the Russia-Ukraine war,
concerns over inflation, supply disruptions, rising interest rates to combat inflation, contraction of liquidity
as central banks start shrinking their balance sheet and fears of stagflation or recession. Amidst all these,
ASEAN has managed to outperform given its largely domestic orientation and perceived safe haven status.
The region has been fairly resilient and shielded from all these global concerns except for the impact of
higher energy and food inflation. We expect ASEAN to continue its outperformance as the region finally re-
opens and emerges from the devastation caused by Covid-19 in the last 2 years. Longer term, we do
believe ASEAN can fulfil its long term growth potential.
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Figure 2: Performance since 2013 – ASEAN (MXSO), ASIA (MXASJ), WORLD (MXWD), US (SPX) 

Source: Bloomberg, as at 31 May 2022

2022 – YEAR OF RE-OPENING
2022 has been and will continue to be the year of re-opening for ASEAN. The region has decided to live
with Covid-19 and treat it as an endemic with all the countries removing most of the restrictions imposed
during Covid and opening their international borders. As a result, domestic activities have largely resumed
and mobility has recovered with some countries like Indonesia and Philippines even seeing mobility higher
than pre-Covid levels, as seen from the mobility data charts below. 
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Figure 3: ASEAN Country Mobility Index (7D moving average) 

Source: JPM Research, as at March 2022

The re-opening of international borders in ASEAN is an important milestone for the region given the
dependency on trade and tourism. It is a boon for the region as international travel resumes with
international activities and flights recovering nicely. We expect the pent-up demand for both business and
leisure travel to drive economic activities further especially in 2H this year.

Figure 4: ASEAN Country Mobility Index (7D moving average) 

Source: JPM Research, as at March 2022

With domestic activities largely back to pre-Covid levels and international travel resuming, we expect
economic activities in ASEAN to recover strongly as seen from the PMI indices in ASEAN and this should
translate into stronger economic growth for the region. 

Figure 5: PMI indices in ASEAN

Source: Bloomberg, as at April 2022

We expect ASEAN GDP to grow more than 5% this year which will be the first time it is expected to
outgrow China since 1990.



Figure 6: China has been growing faster than ASEAN over the past three decades 

Note: Last Datapoint refers to MayBank's 2022 GDP forecast
Source: Maybank Research, as at January 2022

Although ASEAN does get impacted by higher inflation especially from higher energy and food prices, not
all countries get impacted in the same magnitude. Indonesia and Malaysia, being local food producers like
palm oil and net exporter of oil and gas, are largely insulated while the energy importing countries of
Philippines, Singapore and Thailand are negatively affected. Nevertheless, we believe the re-opening of
economies and recovery of economic activities have a more meaningful positive impact on growth and this
should result in the continued outperformance of ASEAN markets at least for this year.
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LONG TERM POTENTIAL
We are still structurally positive on ASEAN longer term as the region is one of the fastest-growing
economic blocs globally underpinned by the structural trends of favourable demographics, rising middle
income class, urbanisation and digital revolution. In fact, ASEAN is expected to double its size to become
the 4th largest economic bloc after the US, China and EU in the next decade if it can fulfil and grow at its
potential.

DEMOGRAPHICS
While the major economies especially in developed countries are facing ageing issues, ASEAN has a
favourable demographics with around 60% of population under the age of 35 years old. ASEAN’s working
age population, defined as 15-64 years of age, is estimated to peak only in 2045 while China, Japan and
Korea in Asia have already seen the peak of their working age population. This is significant as this
growing working age population yields demographic dividends and drives ASEAN’s economies through
more income, consumption and digital adoption among other things.

Figure 7: ASEAN's Working age population estimated to peak only at 2045, Thirty years after China

Note: Working age defined as 15-64 years of age. 
ASEAN 6 refers to Indonesia, Malaysia, Phillipines, Singapore, Thailand & Vietnam. 
Source: Maybank Research, as at January 2022
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RISING MIDDLE INCOME AND URBANISATION
With a total population of more than 600 million people, ASEAN is already the world’s 3rd largest
consuming market. Coupled with a growing working age population, we expect the emergence of the
middle-income class which is expected to double in size by 2025 from 2010, to drive consumption further.
Urbanisation will also accelerate as this middle-income population expand rapidly especially in secondary
cities of Indonesia, Philippines, Vietnam and Thailand. Infrastructure spending and development will thus
be required to keep up with this urbanisation with an estimated USD2.2 trillion of infrastructure investment
needed.

Figure 8: Estimate for Infrastructure Investment needs (2016 -2030)

Source: McKinsey Global Institute, GE Reports, as at August 2017
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DIGITALISATION OF ASEAN
The advent of technology together with rising income and a young population in ASEAN have seen
digitalisation and adoption of technology taking off rapidly. There are already more than 400 million
internet users in ASEAN which is almost the entire population of the EU. New users are coming online at a
fast pace with 40 million new Internet users added in 2020 alone compared to 100 million added between
2015 and 2019, according to a study by Temasek and Google. In addition to new online users, Covid-19
led to an acceleration of digital consumption as users tried new digital services for the first time with more
than 1 in every 3 digital services being new services. Thus, ASEAN’s internet economy is expected to more
than double in size from USD117bn in 2020 to USD363bn in 2025 which will create many opportunities
and power ASEAN’s economy at the same time.

Figure 9: ASEAN's Internet Economy size (US$bn)

Source: JPM Research, as at December 2021
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POSITIONING
We are positive on ASEAN especially Indonesia which we believe offers the most attractive macro and
micro story in Asia in 2022. Foreign investment in Indonesia equities have been growing which is a
reflection of the positive reforms and changes President Jokowi and his team have made to the country
including improving the investment climate through the establishment of the Omnibus Laws and setting up
the first sovereign fund, INA to invest in strategic projects in Indonesia. Credit growth is also picking up
nicely as economic activities resume.

Figure 10: Cumulative Foreign net Buying of Indonesia Stocks 

 Source: Jefferies Research, as at June 2022

Figure 11: Indonesia Bank Credit Growth 

 Source: Jefferies Research, as at June 2022
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Indonesia’s sustained efforts to down-stream its resource export sector is also finally bearing fruits which
has the potential to transform its export mix significantly in the mid to long term through higher export
content value. The government has been using a combination of export bans of unprocessed ores like
nickel and investment incentives to encourage miners to process these ores into higher value-added
products. This strategy has resulted in the surge of the country’s exports which we think is sustainable and
will likely change the perennial current account deficit into a surplus with a positive impact on the rupiah.

Sector wise, we are positive on cyclical companies in the industrials and hospitality sectors that we believe
can continue to do well with the re-opening of ASEAN. We are also positive on the banks in this region as
we expect them to benefit from higher interest rates and loan growth generated from the pick-up in
economic activities. We also have some exposure in the materials sector to capture the rising commodities
trends. We remain invested in some of the companies that are expected to benefit from the secular trends
in ASEAN especially technology adoption and climate change.

Figure 12: ASEAN Exports (Index 2019 = 100, 3MMA)  
Indonesia's exports has surged ahead of its ASEAN peers in the recent months

Source: BofA Research, as at May 2022
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This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. It is for
information only, and is not a recommendation, offer or solicitation for the purchase or sale of any capital
markets products or investments and does not have regard to your specific investment objectives,
financial situation, tax position or needs. Investments in the products mentioned herein are not
obligations of, deposits in, guaranteed or insured by LGI or any of its affiliates and are subject to
investment risks including the possible loss of the principal amount invested. You may wish to seek
advice from a financial adviser before making a commitment to undertake any investment. In the event
that you choose not to seek advice from a financial adviser, you should consider carefully whether the
investment is suitable for you.

The information presented herein is for illustrative purposes only and should not be considered reflective
of any particular security, strategy, or investment product. It represents a general assessment of the
markets at a specific time and is not a guarantee of future performance results or market movement. Any
opinions, projections or forward-looking statements expressed herein or information presented (which
includes estimates, graphs, charts, formulae or devices) is subject to change or correction at any time
without notice and is not to be relied on as advice. You are advised to conduct your own independent
assessment and investigation of the relevance, accuracy, adequacy and reliability of any information
contained herein and seek professional advice on them. No warranty is given and no liability is accepted
for any loss arising directly or indirectly as a result of you acting on such information.

References to specific corporations/companies and/or their trademarks are not intended as
recommendations to purchase or sell investments in such corporations/companies nor do they directly or
indirectly express or imply any sponsorship, affiliation, certification, association, approval, connection or
endorsement between any of these corporations/companies and LGI or the products and services of LGI.
It should not be assumed that investment in the securities mentioned was or will be profitable. 
This publication is not intended for use by any person other than the intended recipient and may not be
reproduced, distributed or published without prior written consent of LGI. This publication may not be
distributed in any jurisdiction or to any person where such distribution is prohibited (including Canada,
Japan, the United States of America) or to US persons (as such term is defined in Regulation S under the
US Securities Act of 1933). 

©Lion Global Investors® Limited (UEN/ Registration No. 198601745D) is a Singapore incorporated
company, and is not related to any asset or fund management entity that is domiciled in Europe or the
United States.

DISCLAIMER

www.lionglobalinvestors.com 
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