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high standards of managerial
and accounting transparency
consistently attract investors and
high-profile, government-backed
brand names (such as Singapore
Telecom, Singapore Airlines and
ST Engineering Group) have an
enduring record of producing robust
earnings performances.
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One of Singapore’s most
advantageous characteristics is
the ability to balance politics with
commerce to create organizational
stability within its corporations,
and the Singapore Fund uses these
factors to select companies with
an a conservative and efficient
managerial approach: “Our strategy
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hen most investors consider
putting money into
Asia’s emerging markets,
attention tends to be focused on
headline GDP numbers out of China,
the growing domestic economy in
India, or the vast resource reserves
possessed by Indonesia. But when
looking for other areas poised
for growth, Singapore is a clear
stand-out, as its position relative to
the larger Asian economies gives
it’s a unique set of advantages
allowing for long term potential as
a continental financial and hightech manufacturing center. The
Singapore Fund, run by Aberdeen
Asset Management, is one option
that should be considered, as it looks
to capitalize on these advantages by
identifying investment opportunities
within the region.
Growth numbers in Singapore
have averaged 8 percent over
the last half-century and its high
per-capita GDP levels (of roughly
$62,000) place the country in a
strong position to benefit from the
upward trends seen in emerging
Asia. Equity markets in Singapore
tend to reflect these trends, as
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Asia. The high-tech manufacturing
sector is represented as well, as ST
Engineering continues to sell its
defense and aircraft repair services to
a worldwide customer base.
The Singapore Fund actively
looks for companies best-positioned
for this type of foreign expansion,
as consumption trends seen in
emerging Asia are likely to be the
main driver of the region’s economic
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One of the most striking
developments in
Singapore has been the
foreign expansion that
has been experienced
since the country began
to venture beyond its
relatively small domestic
markets.
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growth. Other Fund selections, such
as large conglomerates like Jardine
Matheson and Fraser and Neave, are
representative of these trends as
real estate, automobiles, logistical
product distribution, and consumer
goods see higher levels of demand.
Investor Advantages
Singapore’s reputation for
maintaining strong corporate
efficiency practices lends to
the argument that Asia’s best
organizations will continue to
establish headquarters in Singapore
and list on the country’s stock
exchanges for public trading.
Corporate commitments to
shareholder value are combined
with this and represent another key
advantage. Investor return on equity
has shown consistent strength on a
historical basis, with share buybacks
and increases in dividend yields seen
as being supportive of this trend.
Share buybacks rose above $1 billion
in 2011 and have shown a sharp
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Singapore’s Foreign
Expansion
One of the most striking
developments in Singapore has been
the foreign expansion that has been
experienced since the country began
to venture beyond its relatively small
domestic markets. This, to a large
extent, is driven by the strength of
the country’s investment framework
and its reliable and consistent rule of
law. These elements are critical for
any economy focused on seeing its
best companies to thrive in globally.
But more significant, perhaps, is
the country’s proximity to the other
major emerging markets: “Singapore
is placed right in the middle of
Asia. It derives quite a lot of its
economic health and growth from
its neighboring countries,” says Lim.
“The growth prospects are strong
in Asia and in Singapore you’ve got
relatively healthy balance sheets and
financial systems that aren’t in crisis.”
The combination of these factors
is enabling companies to expand
into other regions and markets, as
the consumer base for Singapore’s
products continues to build.
One of the largest examples of
this foreign expansion can be seen
with Singapore Telecom, which now
makes more than half of its sales in
Australia, India and Indonesia. Other
examples can be seen in the financial
sector, where most of the larger
commercial entities have established
a strong presence in South East

“
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very much has been one of picking
stocks rather than focusing on the
macro or the top-down trends,”
says Adrian Lim, Senior Investment
Manager at Aberdeen Asset
Management. “A second filter is
then applied: We make sure that
valuations are fundable, we buy
patiently at reasonable prices, and
then we hold onto our stocks for the
long term.”
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An important indicator
of how equity markets
in Singapore will unfold
for the remainder of the
year will be seen in the
central bank’s approach
to monetary policy
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increase from the 10-year average.
Managerial teams in Singapore
understand the logistical positions
their companies hold and companies
are becoming increasingly willing
to invest in the likelihood that these
advantages will continue going
forward.
In Singapore, key advantages
lie in the country’s underlying
growth, corporate transparency
and defensive asset value when
other Asian markets see increases
in volatility and instability. Because
of this, investment portfolios will
benefit from heavy exposure to
regional companies with consistent

managerial strategies. While it is
true that Singapore did experience
its own version of economic crisis in
the 1990s, it remains clear that the
leadership at both the political and
corporate levels has made significant
changes to prevent liquidity-driven
shocks to the country’s credit system.
“This time around, although there
is global uncertainty in demand,
you’ll find that the average Asian
government and the average
Asian consumer has a more solid
conservative balance sheet than
you would see in other regions,”
explains Lim. With conservative debt
management at both the individual
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Buying at Attractive
Valuations
It remains clear that equity prices
in Singapore have experienced
weakness (along with most other
trade-dependent economies) in
the latest economic downturn.
With these drops in prices, market
participants have essentially
expressed their concerns over
the ability of Asian economies to
weather a slowdown in demand
fro the US and Europe. The MSCI
Singapore Index dropped nearly
20 percent (in US dollar terms)
in 2011 but those declines have
since stabilized, giving investors an
opportunity to start building new
positions at cheaper levels. With
share prices trading at a forward
price-to-earnings ratio of 12, new
investors can now capitalize on an
overextended market sell-off and
gain exposure to the region.
Potential risks into the end of
2012 could be enhanced by global
economic uncertainty if the debt
crisis in the Eurozone continues
to erode confidence and weigh
on corporate productivity. Lower
earnings would be a confirmation
of this but, in total, the downside in
Singapore will likely be contained
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and national levels, the domestic
consumer base is likely to continue
generating consumption growth and
allow companies to invest in foreign
expansion to reach wider markets.
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by the country’s flexible economic
model and forward-thinking political
structure, which is focused on
providing a base for the nation’s
corporate entities. Investment
exposure in Singapore is also
relatively limited, so the possibility of
debt contagion from the Eurozone is
minimal.
An important indicator of how
equity markets in Singapore will
unfold for the remainder of the year
will be seen in the central bank’s
approach to monetary policy.
Singapore’s open economy allows
the central bank to manage prices
through its currency exchange
rate, as long term appreciation
in the Singapore Dollar is given
preference over changes in interest
rates. This requires companies to
more actively manage their costs

and gives investors an opportunity
to achieve low risk returns for assets
denominated in a currency that
widely forecasted to appreciate over
the longer term.
Investing in Corporate
Transparency
When looking for long term
investment returns, the Singapore
Fund finds for quality businesses that
exhibit strength in five key areas:
“There are five things that we look
out for when selecting companies.
Those are managerial integrity, clear
industry trends, strength in the
balance sheet, proper governance,
and high levels of transparency,” says
Adrian Lim. The Fund’s requirements
include a successful managerial
track record and a focus on long
term growth, rather than short term
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profitability. This requires a business
plan that shows resilience in both
expansionary and contractionary
market environments. Companies
meeting these criteria tend to
have stronger brands and produce
sustainable earnings growth for
investors.
These characteristics must also be
tied together with a commitment
to transparency, with management
willing to be forthright with
investors: “We talk to our companies
every six months, and we like
management to be candid about the
opportunities and the challenges
that they face,” says Lim. “We like to
focus on factors that they focus on to
make sure that over a five-year time
frame they will be in a more effective
position against their competition
than they are now.” n

