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REGIONAL MARKETS UPDATE

US MARKET (2.5 STARS – NEUTRAL)
















ISM Manufacturing PMI came in at 54.7 in Dec 16, up from 53.2 in Nov 16
ISM Non-Manufacturing composite remain unchanged at 57.2 in Dec 16
Nonfarm payrolls rose by 156,000 in Dec 16, after an upward-revised 204,000 increase in Nov 16
Private payrolls rose by 144,000 in Dec 16, after an upward-revised 198,000 increase in Nov 16
Unemployment rate rose to 4.7% in Dec 16 from 4.6% in Nov 16
Factory orders fell -2.4% m-o-m in Nov 16, after an upward-revised 2.8% increase in Oct 16
Advance retail sales rose 0.6% m-o-m in Dec 16, after an upward-revised 0.2% m-o-m increase in Nov 16
Excluding autos and gas, retail sales remained unchanged at 0.0% m-o-m in Dec 16, after an upward-revised 0.3% m-o-m change in Nov 16
Industrial production rose 0.8% m-o-m in Dec 16, after a downward-revised -0.7% m-o-m decrease in Nov 16
Leading index posted a 0.5% m-o-m change in Dec 16, after an upward-revised 0.1% increase in Nov 16
Housing starts registered a 1.226 million annual rate in Dec 16, after an upward-revised 1.102 million annual rate in Nov 16
Building permits registered a 1.21 million annual rate in Dec 16, after a 1.201 million rate in Nov 16
Existing home sales decreased -2.8% m-o-m in Dec 16 to a 5.49 million annual rate, after an upward-revised 1.4% m-o-m increase in Nov 16
Consumer confidence index at 111.8 in Jan 17, down from a downward-revised 113.3 reading in Dec 16
Based on the S&P/Case-Shiller Composite 20, US home prices rose 5.27% y-o-y in Nov 16, after a downward-revised 5.09% increase in Oct 16

MARKET OUTLOOK
175 out of 500 companies of the US S&P 500 Index have reported their results for the fourth quarter of 2016, with 51% of them posting positive sales
surprises and 74% of them beating their 4Q 16 earnings targets. Thus far, US financials and consumer discretionary companies have recorded the
most positive sales surprises, while the US information technology sector saw the most number of companies beating their earnings targets relative to
their peers from other sectors. Energy exploration and production (E&P) kings like Schlumberger and Halliburton both beat their 4Q 16 earnings
targets, while Wall Street banks like JPMorgan, Goldman Sachs, Wells Fargo and Morgan Stanley beat both sales and earnings targets.
Earnings estimates for American companies (as represented by the S&P 500 Index) on aggregate saw minor changes in January 2017 – with 2017’s
and 2018’s estimated earnings revised -0.21% and -0.06% downwards respectively (as of 30 January 2017). On a sector basis, the financials sector
continued to enjoy earnings upgrades into 2017, with the sector’s 2017 estimated earnings upgraded by 0.87% and 2018’s estimated earnings revised
1.56% higher. JPMorgan, Goldman Sachs, Bank of America, Wells Fargo and Morgan Stanley all saw their EPS estimated upgraded month-to-date, as
the consensus start to revise earnings expectations higher on the back of stronger revenues from investment banking and fixed income, currency and
commodity trading divisions and potential deregulation from Capitol Hill. US companies from the industrials sector also enjoyed minor EPS upgrades
since the start of 2017.
With regards to recent economic data from the US, the ISM Manufacturing PMI came in at 54.7 in December 2016, up from 53.2 in November and
beating consensus forecasts (of 53.8), continuing its rise over the past 5 months. The ISM Prices Paid Index surged to 65.5 (from a prior 54.5 reading).
The readings on services (ISM Non-Manufacturing PMI) remained unchanged from the prior month, coming in at 57.2, which is above consensus
estimates of 56.8. Its new orders component registered the strongest reading since August 2015, while new export orders and backlogs fell.
Manufacturing momentum has improved in recent times despite a stronger USD environment; with improving global demand, manufacturing in the US
remains supported. December’s nonfarm payrolls came in below expectations, with job gains at 156,000, down from November 2016’s upward-revised
204,000. More hiring was seen in education and healthcare, as well as leisure and hospitality. Most notably, average hourly earnings rose by 2.9%
year-on-year, up from a prior 2.5% rise – the highest increase since May 2009. The unemployment came in at 4.7%. With labour market conditions
remaining robust and wage pressures building, inflationary pressures are expected to gradually increase in 2017, and the outlook for domestic
consumption in the US remains well supported.
As at 30 January 2017, the US equity market (as represented by the benchmark S&P 500 Index) trades at 17.6X and 15.7X for 2017’s and 2018’s
estimated earnings respectively, as compared to its fair PE ratio of 15.0X. Earnings of US companies are expected to grow by 11.6% this year and by
11.7% in 2018. Expectations run high for Trump’s administration to deliver fiscal expansion (either in the form of corporate tax cuts or infrastructure
spending), which if implemented successfully, could provide strength to domestic growth in the US. However, there is an element of uncertainty
regarding the new administration’s attitude and possible policies regarding trade relations with emerging markets like Mexico and in Asia. The US
equity market has continued to climb higher year-to-date (a 1.9% gain in USD terms), with the consequence of seeing valuation multiples continue to
expand. Hence, we are monitoring overall valuations at the moment and may review our rating of 2.5 Stars “Neutral” for the US market.
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