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ASEAN Equity Strategy

Valuations Still Lofty: Are
We Missing Something?

ASEAN is expensive and faces earnings cuts, but markets have held up
due, we suspect, to a lack of conviction in growth elsewhere. We still
struggle to find compelling upside; we drop some of our bear case
probabilities; and rejig our order of preference to ID>PH>SG>TH.

The sun is still shining in ASEAN... A UK vote to leave the EU has raised: 1) the
global risk environment; and 2) questions over global growth, both typically
negative for ASEAN markets. But, our markets have been surprisingly resilient -
ASEAN up 1.6% relative to Ax] - since 23 June; year to date Indonesia, Philippines
and Thailand have outperformed Ax) by 13.1%, 13.3% and 19.3%.

..While valuation suggests we should be taking profits (and that is still our base
case)... Indonesia, Philippines and Thailand are trading at 6-11% premiums to their
3-year average NTM P/Es and 9-18% premium to their 5-year average NTM P/Es.
Singapore is more attractively priced though rightly so, in our view, as it is in the
midst of an earnings recession. And, we still see 3-11% risk to earnings across the
region. The only metric that looks cheap relative to history is P/B, but we think
this is a function of deteriorating RoE as oligopolies are dismantled over time.

...S0, are we missing something bigger to play for... We think the
outperformance is explained by a lack of conviction in growth elsewhere. This
has led to a pick up in foreign equity inflows - US$1.1bn in the last 30 days; 2015
saw US$6.9bn outflows. This suggests some continued support for markets near
term. Indonesia also benefited from tax amnesty progress and rate cuts while the
Philippines saw a strong election mandate for the incoming president. And, even
though we see cuts to 2016/17 earnings we suspect the market is bidding up for
the roll forward of growth into 2017 - 10%+ (ex Singapore) on our estimates.

...And, how do we capture this in our index targets... First, we use a 2017E EPS
when setting our index targets to capture the growth in NTM. We have also
lowered our bear case probability in Indonesia and Philippines by 5ppt each to
reflect progress on the tax amnesty and a strong mandate for the incoming
president, respectively. We are reluctant to lower the bear case probability more
at this point given the global macro uncertainties. A lower for long rates
environment is beneficial for our markets; specifically this time we cut our
Indonesia target risk free rate following a surprise 25bps rate cut in mid-June;
every 25bps cut adds 5% to our target. Our index targets rise 2-9% (See Exhibit 1).

...What would make us turn buyers of Indonesia and the Philippines. For
Indonesia, private sector recovery is key and we would look for signs of easing in
tax scrutiny to move towards our bull case, which suggests 29% upside. In the
Philippines, evidence of accelerating infrastructure deployment, particularly in
the provinces, could move us towards our bull case; for now, we factor in some

activity slow down during the leadership transition.
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Exhibit 1: ASEAN: Key metrics, by country

< —— Order of preference ——
Indonesia  Philippines  Singapore Thailand
Current index 5,677 1,283 1,449 484
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Morgan Stanley Research estimates. Pricing and consensus data are from
Datastream. Note: Local currency.

Exhibit2: NTM P/E: Relative to 5-year Average

NTMPE
B
.

+-1Stdev  eCurent  -5year average
o

MSC! Indonesia MSCI Phiippines  MSCI Singapore MSCI Thailand

Datastream, Morgan Stanley Research

Exhibit 3: NTM P/B: relative to 5-year Average
3.5

30
.

25 .

NTMP/B

20

+-1Sidev  eCuent - 5-year average

MSCI Indonesia MSCI Philippines MSCI Singapore MSCI Thailand

Datastream, Morgan Stanley Research

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As a
result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of
Morgan Stanley Research. Investors should consider
Morgan Stanley Research as only a single factor in making
their investment decision.

For analyst certification and other important disclosures,
refer to the Disclosure Section, located at the end of this
report.

+= Analysts employed by non-U.S. affiliates are not registered with
FINRA, may not be associated persons of the member and may not
be subject to NASD/NYSE restrictions on communications with a
subject company, public appearances and trading securities held by
a research analyst account.


mailto:Sean.Gardiner@morganstanley.com
mailto:Aarti.Shah@morganstanley.com
https://ny.matrix.ms.com/eqr/article/webapp/2d932a28-36ce-11e6-9ac4-b747fb5ad962?ch=rpint

Morgan Stanley | researcs IDEA

Investment Summary

What's changed?

In our 'A Time to Sell' note, we argued that ASEAN was: 1) expensive at a 10% premium
to average bar Singapore, which traded at a discount; and 2) earnings faced cuts
through 2017. But, recent dislocations in global markets and concerns over global
growth - given the UK vote to leave the European Union - have potentially raised the
premium for domestically driven growth. We capture this in our new price targets - 2-9%
higher than previously. Nonetheless, we find ourselves still struggling to get
comfortable with valuations. We even looked to PEG ratios to try justify upside for
Indonesia, Philippines and Thailand in the anticipation of further fund flows into the
region; the result was PEGs have only been more expensive before when growth
expectations fell sharply such as in 2H13 and 2H15 not an ideal representation of the
current outlook. However, as shown in Exhibit 6, Indonesia's PEG gap to Philippines has
widened over the past 2 months helping to make it more attractive on the margin.

Exhibit 4: EPS: MS vs Consensus, 2016-17 Exhibit 5: EPS: MS Changes to Earnings, 2016-17
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We also shuffle our order of preference - Indonesia, Philippines, Singapore and then
Thailand - given recent market movements and some fine tuning of earnings estimates
post 1Q16. In addition, we have reflected the surprise 25bps cut in Indonesia interest
rates in our new price target; our ASEAN economist, Deyi Tan, doesn't expect any more
cuts this year. In terms of sensitivity, a further 25bps point cut in rates could lift our
index target by 5%. For Philippines, given the strong popular mandate the presumptive
president, Mr Rodrigo Duterte, secured in the election we have lowered our bear case
probability Sppt to 15% to reflect reduced geopolitical risk for now. In Indonesia, we
have lowered out bear case probability to 20% from 25% to reflect the passing of the
tax amnesty bill, which should help widen the tax base to fund future fiscal spending.
We are 3-11% below consensus for earnings across our region, supported by ~40% of
our companies under coverage missing 1Q16 expectations. Since the start of 1Q16 results
season, we have seen 1-2% downward revisions in consensus earnings - the biggest from
Indonesia - while year to date 2016 consensus earnings expectations have been cut 3-
11%. A positive surprise in 1Q16 reported earnings for Thailand - driven by resources
(petrochem) and consumer stimulus - means we have revised up our 2016 and 2017
expectations by 6% and 7%, respectively.
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Exhibit 6: PEG: Indonesia vs Philippines, 2003-16

Exhibit 7: ASEAN: Bear / Base/ Bull Case
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Exhibit 8: Exports as % of GDP
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What is the impact from the UK vote to leave the EU?

Our global macro team believe that the UK vote to leave the EU could constitute a
global macro shock... They have raised their subjective probability of a global recession
starting in the next 12 months from 30% to 40%. (See their note). For currency, our FX
team expects weakness in Ax] exporters, such as Singapore, while they remain cautious
on current account deficit currencies like the rupiah (See their note). In terms of global
risk, we have seen the STGRDI turn sharply negative (see 3) as asset allocators have

favored less risky assets; global bond yields have fallen.

Exhibit 9: ASEAN: US dollar correlations
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...But, what's been most surprising to us is the relative resilience of the ASEAN
markets... We appreciated that the linkages between UK, Europe and ASEAN were
relatively small - excluding Singapore. But, we had worried that the bout of US dollar
strength would be a headwind for regional equity markets, particularly Indonesia. At the
same time, we still see earnings estimates as 3-11% too high irrespective of possible
contagion risks from the UK leaving Europe. That said, MSCI SEA is down 1.3% since June
23,2016 - the day before the UK vote was announced - but up 1.6% relative to MSCI Ax],
2.4% versus MSCI EM and 4.4% to MSCI World. We think this dislocation is, in part,
explained by domestic growth expectations, particularly for Indonesia and the
Philippines. Furthermore, for Indonesia, the long-delayed announcement of the tax
amnesty process moving ahead has been a near-term catalyst in the country during this
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otherwise uncertain period.
Exhibit 10: ASEAN: MS Corporates with European / UK Exposure, Exhibit 11: STGRDI Index, 2013-16
2015
1,000 2,0
35
1.5
Rest of Europe mUK 950
0 %0 1.0
05
2 850 0.0
g 800 -05
& ® 750 12
A
; ; 700 20
5
= o 650 25
600 —————————— 77— -30
22 e2IIIIITIOLLLLLLOOQ
s R T T T O I T X
| 828382828382 928382823¢8
0
& a&s N B P GRS R O IR Qaa SO RPN MSCI SEA -$USD (LHS) ——STGRDI Index 1month MA(RHS)
cwox\” We® o »@* PN Q,a? N Y R R S
oS 5 c’cgv@@“o& ) \;*\ S YO G“Q % “a°°@°°\°°\ °‘°“’°°\“e D Bloomberg, Morgan Stanley R h
S q’” \o° [C% SN o' & \ N o . atastream, Bloomberg, Morgan Stanley Researc
o al ‘Qc \\‘\ B Koy \30@10‘2‘6\1‘0%6@ dd\&ev o o° \‘4\\6\
o) »

Company Data, Morgan Stanley Research

Exhibit 12: NTM P/E: Relative to 5-Year Average

21X

We stay negative, but what could we be missing?

Indonesia, Philippines and Thailand (USD Index) are up 10.5%, 10.8% and 16.6% year
to date, respectively; relative to Ax], Indonesia has outperformed by 13.1%, Philippines
by 13.3% and Thailand by 19.3%. As a result, we now find these markets trading at 3-
12% premiums to their 3-year average NTM P/Es and 8-19% premiums to their 5-year
average NTM P/Es, as shown in Exhibit 13. The only metric the markets look better on is
P/B, but we think this is a function of RoE deterioration in recent years.

Exhibit 13: NTM P/E: Prem/Disc to Average
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We think this outperformance is explained by a lack of conviction in domestic growth
opportunities elsewhere. In addition, Indonesia has benefited from the long-delayed tax
amnesty and bank rate cuts, while the Philippines has seen an 11% rally (10% relative to
Ax)) post a strong popular mandate given to its incoming president, Mr Duterte, from
elections on 9 May. We have looked to include these factors in our index targets by
lowering our bear case probability in Indonesia and Philippines by 5ppt each. But, at this
stage we are reluctant to lower the bear case probability much more - something we
think the market is attempting to do - given the global macro uncertainties as well as
some country-specific domestic headwinds. We have also cut our target risk free rate in

Indonesia following a surprise 25bps rate cut in mid-June. In terms of sensitivity, another
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25bps cut would raise our index target by up to 5%, which bulls in the market may look
to include even though our economist, Deyi Tan, believes rates are on hold for now.

ALl this has led to a pick up in foreign equity inflows - US$1.1bn in the last month and
US$2.2bn year to date - supporting the higher-than-average multiples despite
continued earnings risk. In comparison, 2015 saw US$6.9bn of outflows from US$4.4bn
of outflows in Thailand and US$2.6bn of outflows in Indonesia. We cannot rule out
further inflows given the lack of compelling growth stories elsewhere. And, when we
look at the relationship between flows and multiples we do see a pattern - for
Indonesia, the correlation since 2009 is 60% as shown in 15. This should act as a near-
term support for valuation in the region. Year-to-date, Thailand remains driven by
domestic flows - given some of the country's geopolitical tail risks - with support from
consumer-orientated stimulus and the coming end of the EL Nino, which should lead to
less pressure on farmers' incomes. But, we would use this as a time to sell as we expect
earnings pressure to continue through year end and we cannot rule out further tail risks
from the global geopolitical environment.

Exhibit 14: Daily Foreign Equity Flows: May-June 2016 Exhibit 15: Indonesia: Flows vs Change in Multiple, 2011-16
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We also think the market maybe trying to price in the roll forward of NTM growth into
2017. And, while we agree with this approach - we use MS 017e EPS to set our index
targets, we worry the market is using the wrong starting point with our estimates 3-11%
lower than consensus over 2016 and 2017.Exhibit 16 shows the roll forward of NTM P/E
relative to history for each country. The challenge, we believe, sits in markets such as
Singapore and Indonesia where 2017 consensus P/E looks 'cheap’ (ie significantly below
average), but when adjusted for our earnings and our price targets it looks less
compelling. For Thailand, our below-average target P/E on our EPS estimates for 2017 is
a function of the continued elevated geopolitical tail risks; in the Philippines our index

target is influenced by a higher-than-previous risk free rate and slower earnings growth
in 2016 and 2017.
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Exhibit 16: Roll Forward of NTM P/E to December 2017
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What's the potential triggers to de-rate the markets?

Indonesia: 2H16 fiscal spend and collections disappointment? A sluggish private sector

recovery - despite 100bps of rate cuts year-to-date - due to continued tax scrutiny
means revenue collections are down 7% through May, while expenditure was up 13%.
The new budget has a 2% cut in planned expenditure with 14% growth now expected.

But, we worry that more may be needed to be cut through 2H16 if collections remain
soft. Yes, the tax amnesty will help but it's too early to make a call on the pace of

submissions - to help the accrual-based government receipts - or the extent of its

success. More importantly, we worry the market may be underestimating the continued

drag from ongoing tax scrutiny, which shows no signs of abating.

Philippines: Transitionary growth slowdown? Incoming president, Mr Rodrigo Duterte,

has focused his macroeconomic policies on widening the fiscal deficit from 0.9% (2.0%
budgeted) in 2015 to 3.0% as the government ramps up infrastructure spending. We

believe this is doable given the relatively low central government borrowing to GDP at

48%. However, while the medium-term direction is clear, we think there is a near-term

risk of delay as the new government also intends to clamp down on corruption, which
likely means a pause in decision making at department level and slower project

implementation.

Singapore: Second leg down on growth? Singapore's growth outlook remains fragile -

retail sales and manufacturing are still falling, while the real estate market is still

digesting excess supply from its 2010-12 boom; only tourist arrivals are showing signs of
improvement. We worry that any further downside to global growth - as indicated by
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our economists' move to raise their probability of a global recession to 40% - could lead
to another leg down for Singapore and possibly extend the earnings recession into 2017
with another 5% drop in earnings; in contrast, our base case shows 4% growth in
earnings for 2017.

Thailand: Unknowns going into a constitutional referendum followed by elections?
Near term, we have been surprised by the traction from Thailand's eight rounds of
economic stimulus. Also, with the ending of EL Nino we would expect to see a recovery in
farm income - already up 3% in April having declined 9% over the past 12 months.
However, geopolitical tail risks in Thailand are still high and we capture this in our 30%
weighting of our bear case when setting our index target. For the upcoming 7 August
referendum, Section 61 of the Referendum Act outlaws the use of "strong language"
when campaigning by either side, suggesting a subdued geopolitical environment. But,
we cannot rule out a rise in geopolitical noise around the date of the referendum and
also through 2017 ahead of planned elections.
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Exhibit 17: ASEAN3 Annual Foreign Flows, 1999 - 2016
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Indonesia; Country Snapshot

Exhibit 18: Indonesia: 1-year forward P/E, 2006-16 Exhibit 21: Indonesia: Key Metrics, 2014-17e
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Philippines: Country Snapshot

Exhibit 24: Philippines: 1-year forward P/E, 2006-16
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Exhibit 25: Philippines: 1-year forward P/E(ex Banks), 2006-16
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Exhibit 26: Philippines: 1-year forward P/B, 2006-16

4.0

——PBV Avg = Std Dev

35

3.0 i

25 ‘r‘AN' ﬂ..;_. Mry ne

20 ll r'\ W VW Y

5 "V NS

1.0

0.5

0.0 : : : ; : : : ‘ ‘ ‘ ‘
© N~ N~ <o} [=2] o -~ N a2l < w ©
4 < = < S < < i 5 T < <
Qo C o > sl o (=] = c > = =
e s & £ 8 8 2 35 3 £ 2 2

Datastream, Morgan Stanley Research

EPS (MS strategist) 60 63 63 70
% YoY Chg 79 55 0.8 10.3
% Diff to consensus 42 -39

DPS 27 22 22 23
Payout ratio (%) 46.1 35.8 342 328

BVPS 410 450 492 539
RoE (%) 14.5 14.0 129 13.0

Valuation

P/E 21.6x 20.4x 20.3x 18.4x

Dividend yield % 21 1.8 1.7 1.8

P/B 3.1x 2.9x 2.6x 2.4x

Macro

GDP (% YoY Chg) 6.1 58 58 6.0

Inflation (% YoY Chg) 4.2 14 23 3.1

BSP Policy rate (%) 25 25 28 3.0

CAD (% of GDP) 3.8 51 3.6 3.0

GFCF (% YoY Chg) 6.8 89 7.0 7.8

Fiscal deficit (% of GDP) -0.6 -0.9 -0.6 -1.0

PHPUSD 44.6 47.2 50.0 48.0

% YTD Y 3M 12M

Performance
Absolute 111 4.1 6.9 20

Relative to MSCI AxJ 14.4 4.6 76 194
Relative MSCI EM 11.0 4.9 8.0 20.6

Earnings revisions
- 2016 -34 0.5 -0.8 -7.2
-2017 4.2 0.7 -0.5 -95

Exhibit 28: Change in MS2016/17 estimates

MS Strategist Estimate
2016 2017
New Old % Change New Old % Change
Revenue 2,301 2,299 0.1 2,499 2,486 0.5
% YoY Chg 9.0 8.9 8.6 8.1
PBT 486 479 15 537 529 1.6
PBT margin % 211 20.8 215 213
Net income (ex banks) 308 303 18 338 331 1.9
Net Margin % 134 132 135 133
Banks net income 66 69 4.7 75 9 5.5
Banks Provisions -15 -15 0.0 -19 -19 0.0
% of gross loans 04 04 0.5 05
Total net income 374 3N 0.6 413 M1 0.5
% YoY Chg 7.8 72 105 106

Morgan Stanley Research Estimates

Exhibit 29: Philippines: NTM P/E relative to MSCI AxJ

100%
= Prem/Disc to MSCI AxJ Avg  =—Std Dev
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< < < < < < < by h T >y <
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Datastream, Morgan Stanley Research
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Singapore: Country Snapshot

Exhibit 30: Singapore: 1-year forward P/E, 2006-16 Exhibit 33: Singapore: Key Metrics, 2014-17e
19 ——PE Avg ——Std Dev _ 2014 2015 2016e 2017e
17 EPS (MS strategist) 126 119 106 110
N" % YoY Chg 94 -5.2 -11.2 3.7
15 A % Diff to consensus -10.2 -11.3
7 i k P TWaMa A s DPS 64 60 55 56
Bov W ) AR T 7 AR A A T Payout rafio (%) 505 299 524 51.1
" i w*\[“ BVPS 1,285 1,345 1,39 1,449
RoE (%) 9.8 89 7.6 7.6
9
Valuation
7 P/E 11.5x 12.2x 13.7x 13.2x
5 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ Dividend yield % 44 4.1 38 39
g N 5 o 2 o = ~ ® = © © P/B 1.1x 1.1x 1.0x 1.0x
E E g § 8 c%- g 3 5: g 3 g Macro
Datastream, Morgan Stanley Research GDP (% YoY Chg) 29 2.0 1.8 22
Inflation (% YoY Chg) 1.0 -0.5 -0.3 0.7
SIBOR (%) 11 1.2 14 16
CAD (% of GDP) 19.1 19.7 19.7 194
s . Qi L1 _ GFCF (% YoY Chg) -1.9 0.8 18 27
Exhibit 31: Singapore: 1-year forward P/E(ex Banks),2006-16 Fiscal deficit (% of GOP) 00 a2 05 50
20 SGDUSD 1.33 1.42 1.52 1.50
18 m q
% YTD 1M 3M 12M
16 _ y-“ﬁ V.. M_.‘I'L'M A Performance
4w Wh VW N ™ Absolte 60 27 47 -188
12 b4 A4 = Relative fo MSCI AxJ 0.7 04 24 A7
10 Relative MSCI EM -2.3 -0.1 -2.1 -0.8
8 ——Ex Banks PE Avg =——Std Dev Earnings revisions
6 -2016 74 09 15 150
4 -2017 9.3 -0.3 2.7 -16.9
2 CEIC, Datastream, Morgan Stanley Research. e= Morgan Stanley Research estimates
6 5 8 8 2 £ s o 3 & ¢
< L < < L L L L L L L Exhibit 34: Changein MS2016/17 estimates
s s s s s s s s s s s
MS Strategist Estimate
Datastream, Morgan Stanley Research 2016 2017
New Old % Change New Old % Change
Revenue 245 245 0.0 246 245 03
% YoY Chg 106 -106 04 0.1
. : PBT 21 20 40 22 21 5.0
Exhibit 32: Singapore: 1-year forward P/B, 2006-16 PBT margin % 86 8.2 9.1 87
Net income (ex banks) 14 14 1.0 15 15 12
25 Net Margin % 59 59 6.2 6.2
—PBV Avg ——Std Dev Banks net income 10 10 17 1" 10 09
Banks Provisions 3 3 11 4 4 36
2.0 /V\r % of gross loans 05 05 05 06
/V \\ M Total net income 25 25 13 26 26 11
) v % YoY Chg 13 25 42 44

1.5
\ r WW Morgan Stanley Research Estimates
10 w

Exhibit 35: Singapore: NTM P/E relative to MSCI AxJ
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30%
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Datastream, Morgan Stanley Research
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Thailand: Country Snapshot

Exhibit 36: Thailand: 1-year forward P/E, 2006-16
16

Exhibit 39: Thailand: Key Metrics, 2014-17e
2014 2015 2016e 2017e

. —PE Avg Std Dev EPS (MS strategist) 33 31 31 34
’M % YoY Chg 105 59 13 97
% Diff to consensus -2.6 -6.0
12 °
A’m..l 1.A .. hlAl N ’M‘ ! DPS 15 15 14 15
10 W ') SR WA AR 4 Payout ratio (%) %57 %5 459 w7
v BVPS 235 251 268 287
8 RoE (%) 13.9 12.3 11.7 11.9
6 Valuation
4 PIE 14.8x 15.7x 15.5x 14.1x
Dividend yield % 3.1 31 3.0 32
2 PB 2.1x 1.9x 1.8x 1.7x
0L L % & & £ & @ = b o e
=] ) Q Q S < - < ~ AN ~ ~ GDP (% YoY Chg) 0.9 28 2.7 3.0
3 § 8 & § & % 3 5 & g 5 Inflation (% YoY Chg) 19 09 0.7 238
w - o =z *n < - = = BSP Pdlicy rate (%) 15 15 15 20
Datastream, Morgan Stanley Research CAD (% of GDP) 3.8 8.8 94 9.0
GFCF (% YoY Chg) 26 2.3 35 4.0
Fiscal deficit (% of GDP) 29 29 -35 -35
THBUSD 329 36.0 385 37.0
Exhibit 37: Thailand: 1-year forward P/E(ex Banks), 2006-16 . - - - -
0
18 ——Ex Bank PE Avg  ——Std Dev Performance
16 Absolute 133 -0.6 1.3 -8.9
14 Relative to MSCI AxJ 18.7 17 3.8 6.4
A MA Relative MSCI EM 15.2 2.0 4.2 75
12 a
\
10 y_b_"a /v M WM V\N Earnings revisions
v v -2016 -10.9 0.0 -2.8 -22.1
8 -2017 99 0.8 27 203
6 CEIC, Datastream, Morgan Stanley Research, e = Morgan Stanley Research estimates
4
2 Exhibit 40: Change in MS2016/17 estimates
T T T T T T T 1 ] ] 1 ' ' ' ] I ] ' 7
g 8 T 8 3 § ©§ 8 3 5 & 838 8 7 3 3 k) " New  Old  %Change New Old % Change
= © =0 Lo <255 <2030 v Revenue 5,828 0.8 6273 6,137 22
Datastream, Morgan Stanley Research % YoY Chg 6.2 . 76
PBT 480 425 13.0 514 470 9.4
PBT margin % 82 73 82 7.7
Net income (ex banks) 356 321 10.9 380 351 8.4
Net Margin % 6.1 55 6.1 57
Exhibit 38: Thailand: 1-year forward P/B, 2006-16 ::z ;‘:‘a:‘;?)"n‘: _1122% 11311 ;’;91 115;’: _11‘:% 2‘3
25 % of gross loans 15 14 ' 1.4 13 '
= PBV Avg =——Std Dev Total net income 485 458 59 533 498 741
R % YoY Chg 254 184 99 88
2.0 “ A " l A Morgan Stanley Research Estimates
IS L SYW /'\/'N'N»?\ A
M, [ 4 N |
15 ¥ Exhibit 41: Thailand: NTM P/E relative to MSCI AxJ
30%
1.0 20% = Prem/Disc to MSCI AxJ Avg  =—Std Dev
10% M
0.5 0%
-10% vy - -
00 © ~ ~ © o) o - ~ ™ < © © -20%
T2 2 3 % % 0% 3z o: % 0% o 0%
58 & 2 8 8§ 2 3 3 § 2 =2 0%
Datastream, Morgan Stanley Research _50%
‘s 3 3 8 8 3 g 2 ¥ o 3 ¢
ES & & ES & < ES & & > & <
g 4585 28 35 8 48 %8 2 5§ 3

Datastream, Morgan Stanley Research
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Model Portfolio Update

Exhibit 42: ASEAN4: Model Portfolio

AvelystName MktCap ADTV ShrPx |r:’ce|:éi§i:(°°z) PB  ROE 3 EPS growth (%) MSvs Cons (%) DivYld (%)  Performance (%)
Ticker Rating (US$bn) (USSmn. (L) %dif Abs. OO 2015 NV NTM SyrAve %dif 2016 2017 1M 3M 12M YTD
Bank Central Asia BBCA OW Chandra, Mulya 24126 17 13025 15196 167 -06 09 31e 228% 155x 166x 6 159e 138e 120 156 30 70 16 18 0 -1 4 -2 DoAeEnondbehes shoelandprudentasselaually management
Bumi Serpong Damai BSDE OW Chandra, Mulya 3038 4 2080 2476 190 159 155 17e 150% 149 143x 4 139e 113e 330 232 136 241 11 13 15 13 24 16 _coromereeanen o boss enbuser domand: uer monaese rales
% Matahari Department Store (PP Ow SEngeharfoiival  4a1g 6 19500 20000 26 26 23 326e 4827% 244« NA NA 266e238e 199 19 A1 46 26 29 4 g 17 11 Newenerwrisalaleoyis ganng beter operatonsl footng and
Media Nusantara Citra MNCN NA NA 2320 3 2150 NA 00 04 NA NA 158« 159 -1 NA NA NA NA NA NA 2 0 11 16 na
T [— UNVR Ow Sangaharkonival 5545 6 43600 48220 106 34 38 661e 1539% 493« 382 20 495e 436e 147 134 55 69 20 22 A 1 10 18 Swononelincomesroud (13:14% pa)iacive produt movaton
MSClindonesia 96,014 26x NA  150x 138x 9 160x 142x 82 134 57 60 24 27 0 2 4 4
Ayala Corp AC  OW Ling, Xin Jin 1327 6 845 882 44 130 33 23e 125% 214x 204x 5 212e 774e 196 216 78 163 07 07 2 15 8 12 )t Prlecssleschedued o some onstean bemecn 20t o
Jolibee Foods Corp e ow Sergaharkotival - gazi 4 235 20 64 24 64 75e W02% 36 0% 17 FTeR3e 412 166 40 45 A1 13 4 2 qg 7 Neawiemiincs: ) sectonreited spendng; 2 iower oot prices
Metropolitan Bank & Trust Company ~ MBT ~ OW' Lord, Nick 5933 5 8 97 109 108 13 1d4e 119% 129« 133x -3 134e 125e 116 73 33 36 10 10 3 5 -5 9 Acceleratngtopline /improved pricing power
MSCI Philippines 58,527 26x NA  191x 174x 9 198x 180x 74 99 49 47 17 17 4 6 3 11
Ascendas Real Estate Investment Trust AREIT OW Ng, Wilson 4791 15 243 270 110 17 45 12e 78% 155x 159x -2 149e 146e 83 25 100 83 67 69 5 1 1 7 S;f;g:?::;:;;_V;;;jﬁﬂﬂi,’;":2;;":2‘52.21‘?23?JJ:‘:Z"“"""“
"M Gity Developments CIT  OW Ng, Wilson 5720 13 817 1000 224 -11 16 08e 83% 124x 138 -10 100e 115e 12 -185 227 89 17 17 2 -1 -p 7 Rolestaleidexreincusion MLCvalue unlocking: and FRS rol-
% Thai Beverage THeey ow Senganerkoiival - qg.76 9 089 089 00 219 253 46e 249% 08 165x 95 21de195e 221 82 13 48 30 33 1 23 17 29 !°%EPSCAGR2015T fom asharp maround i beersteady
28 Wimar international WIL OW Spencer, Charles 15296 20 324 380 173 77 51  10e 119% 167x 120x 39 126e 105e 74 198 33 116 29 B9 3 5 -1 10 orOexeesue whanmpronna fonen busness in indonesia and
MSCl Singapore 150,308 10x  NA  117x 130x 10 120x 114x 18 49 100 -111 43 45 3 7 18 6
Bangkok Dusit Medical Services BDMS EW Lau, Daniel 10403 18 2370 2460 38 21 43 98e 683% 3B1x 203x 0 437e34e 62 200 55 30 10 14 2 2 21 6  2oeshospielnetorkinThalanduin exposure across al service
Kasikorn Bank Public Company KBIQN OW  Lord, Nick 11495 41 16950 17088 08 40 16 13e 153% 94x 99 -5 113e 94e 90 197 94 69 24 35 1 2 -13 13 oreased makelshare and suong posion in SWS luther upside
PTT Public Company PTTB OW Maheshwar,Mayank 25253 58 31200 33800 83 65 40 12e 227% 106x 86x 24 8de 75e 113 127 325 360 44 53 2 9 -14 28 [ oenkoroes prees (eedsiock bonerle ML Sovpec vl
MSCI Thailand 82,686 18x NA  141x 120x 18 150x 132x 75 136 20 53 30 33 -4 41 9 13

Morgan Stanley Research estimates. Data as of June 28, 2016, based on consensus estimates and pricing from Thomson Reuters. Results shown represent total absolute return (including dividends) and exclude brokerage commissions and transaction costs. These figures are not audited. Past performance is no guarantee of future
results.
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Exhibit 43: ASEAN4: Stocks to Avoid

MktCap ADTV ShrPx SIee PIB 3 EPS growth (%) MSvs Cons (%) DivYid (%) Performance (%)

Catalysts

Pert.
Analyst Name Incl usion%!D

Ticker Rating (USS$bn) (US$mn.  (LC) %diff Abs. cfmn 2016 r1}g1;§’ 5yr Ave %diff 2016 2017 1M 3M 12M YTD

Astra International ASIl UW Ngaserin, Andri 21428 19 6975 5800 -168 49 45 25e 155% 156x 137x 14 180e 159e 85 131 66 -84 25 28 4 -2 1 {6 Cormingstoughedin 2015, but Astiais expensive al +1Sid Dev to NTM P/E

given 4W demand, soft commodities and Toyota overhang in 2017.

Bank Rakyat Indonesia BBRI UW Chandra, Mulya 19228 22 10375 8221 208 02 01 20e 228% 95x 100x -5 106e 94e 49 125 50 43 28 32 0 -7 0 -9 SxPosuelorskermicroloanbushess could putpressure on asselqually:
one of the highest NIMs while the OJK is pushing for lower rates
Gangahar Kothiyal,
Diwa

4998 5 1405 1320 60 49 45 57e 222% 280x 265« 6 205e 265e 137 113 14 10 17 19 0 0 -18 6 o e o e e e e |

Semen Indonesia SMGR UW Ngaserin, Andri 3972 5 885 8300 59 -102 -105 19e 168% 112x 139x -20 133e 132e -128 08 -133 -172 52 45 -3 -13 26 -23 20% capaciysurgein 2016, which would add pressure fo margin, pricing,

market share and consensus expectations

Kalbe Farma KLBF UW

MSCl Indonesia 96,014 26x NA 150x 138x 9 160x 142x 82 134 57 60 24 27 0 2 4 4

Bank of the Philippine Islands BPI  UW'Lord, Nick 8143 4 970 810 -165 72 20 23e 139% 17.1x 167x 2 183e 153e 143 193 05 46 21 25 2 8 2 16 :::;““““"‘e‘s“"e'“"'°sses'““e“‘“"‘“'““”s‘"y"’e'“‘”’““’s“‘"’

PLOT TEL. NA NA 9452 8 2050 NA 74 71 NA  NA  155x 148 5 NA NA NA NA NA NA 18 4 -28 0 NA

MSCI Philippines 58,527 26x  NA 191x 174x 9 198x 180x 74 99 49 47 17 17 4 6 3 1

DBS Group Holdings DBSM UW Lord, Nick 28555 15 1530 1463 44 03 24 09e 129% 87x 104x -16 86e 83e 28 43 30 38 39 39 -2 -1 -25 -8 Capitaland creditoverhang, offsetiing benefits from rising rates.

Keppel REIT KASA UW Ng, Wilson 2465 3 102 095 -73 -10 18 07e 47% 180x 202x -11 155e 160e -32 29 157 123 64 62 -1 3 -10 10 f,:i‘fv":;‘:nif'j":':'r“"‘;:‘;fl‘:j:i::j:l‘i::;::""""“’”"”s"‘*"""‘“""
@ O W SO :
=1 singapore Press Holaings  SPRMUW. Ling, Xin Jin 4461 11 378 350 74 36 09 17e 81% 2100x 189 11 222e 28e 44 25 39 B4 53 K13 T 8 4 Lo el e e A e
§> SembCorp Marine SCMN UW  Ling, Xin Jin 2373 5 154 090 -416 -31 05 12e 10% 145x 132x 10 209e 204e -1566 22 310 289 14 15 -1 -8 -46 -2 Decining operaing margins as orderbook shifts from high-value rig contracts to
D EPC contracts; risk of deferrals/delays. Ge.armg 115% i .

United Overseas Bank UOBH UW Lord, Nick 21,735 38 1769 1735 -19 -33 06 09e 124% 91x 109 -17 101e 88e -90 142 7.7 06 41 40 -3 -7 -23 10 Createrexposureloihe ASEAN commercial sector, which could make it

vulnerable to rising credit costs if the economies slow further.
MSCI Singapore 150,308 10« NA  117x 130x -10 120x 114x -1.8 49 100 -11 43 45 3 7 -18 -6

Airporis of Thailand AOT UW Lau, Daniel 15747 37 389 259 334 13 36 45e 168% 259 200x 29 306e 270e 133 134 53 76 08 09 -1 -3 28 f2 OPeraungapeakmaigns androwm on capial whil eniering a capex cycle:
Siam Cement SCC. UW Mahestwari, Mayark 16390 28 48200 40900 -151 00 23 25e 235% 122x 131x 7 14fe 139e 04 10 -115 -143 NA NA 2 4 7 5 0 e o e s aoor s oo
True Corporation TRUE NA NA 5167 25 730 NA 14 36 NA NA  993x 51x 1851 NA NA NA NA NA NA 1 6 -35 11 nA

TISCO Financial Group Publi TISCO UW  Lord, Nick 1066 2 4700 3800 -191 99 74 12e 17.0% 75x 75x O 77e 72e 147 66 01 14 49 51 8 -1 - qq Hignleverage and loan growth pressures to remain key challenges, although

auto asset quality is stabilizing.

MSCI Thailand 82,686 1.8x NA  141x 120x 18 150x 132x 75 136 20 53 30 33 4 4 9 13

Morgan Stanley Research estimates. Data as of June 28, 2016, based on consensus estimates and pricing from Thomson Reuters. Results shown represent total absolute return (including dividends) and exclude brokerage commissions and transaction costs. These figures are not audited . Past performance is no guarantee of future
results.
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Disclosure Section

The information and opinions in Morgan Stanley Research were prepared or are disseminated by Morgan Stanley Asia Limited (which accepts the
responsibility for its contents) and/or Morgan Stanley Asia (Singapore) Pte. (Registration number 1992062982) and/or Morgan Stanley Asia (Singapore)
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Important US Regulatory Disclosures on Subject Companies

As of May 31, 2016, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in Morgan
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The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our
ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cower.
Owerweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see
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COVERAGE UNIVERSE INVESTMENT BANKING CLIENTS (IBC) OTHER MATERIAL
INVESTMENT SERVICES
CLIENTS (MISC)
STOCK RATING COUNT % OF COUNT % OF % OF COUNT % OF
CATEGORY TOTAL TOTAL IBC RATING TOTAL
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Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total retum relative to the average total retum of the analyst's
industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total retum is expected to be below the average total retum of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad
market benchmark, as indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market
benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe ower the next 12-18 months with caution vs. the relevant broad market
benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe -
MSCI Europe; Japan - TOPIX, Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Bamey
LLC or Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific disclosures, you may refer to
www.morganstanley.com/researchdisclosures.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Bamey LLC. This review and approval is conducted
by the same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley & Co. Intemational PLC and its affiliates have a significant financial interest in the debt securities of Bangkok Dusit Medical Senices, Bank
Rakyat Indonesia, PLDT, PTT Public Company, United Overseas Bank.

Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on
dewelopments with the issuer, the sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain
Research publications are intended to be updated on a regular periodic basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that
frequency, unless the Research Analyst and Research Management determine that a different publication schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the
meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other
factors. For all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to
clients. Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through
altemate electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing
and/or using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use

16



Morgan Stanley | researcs IDEA

(http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance with
our Privacy Poalicy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences
and to collect readership data so that we can deliver better and more personalized senice and products to you. To find out more information about how Morgan
Stanley processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy
(http://www.morganstanley.com/privacy_pledge.html).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies
please do not access our research.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation
of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary
because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be
realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's
securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading
and capital markets profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists'
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular
trading desks.

The "Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley
owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley
may have an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different
from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have
investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different from those
discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to
use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or
information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views
presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the
company of associated expenses unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such
information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions.
Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan
Stanley. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation
or a salicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments. To our readers in Hong
Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated activities in Hong
Kong. If you hawe any queries conceming Morgan Stanley Research, please contact our Hong Kong sales representatives.

Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use
of Morgan Stanley Asia Limited.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does
not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall hawe the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, \erifications and/or registrations from the relevant governmental
authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision of any consultancy or advisory senice of securities
investment as defined under PRC law. Such information is provided for your reference only.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V
which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, Col. Bosques de las Lomas Floor 29, 05120 Mexico
City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commaodities related research reports only, Morgan Stanley Capital Group Japan Co.,
Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Asia Intemational Limited, Hong
Kong Branch; in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 1992062982) and/or Morgan Stanley Asia (Singapore) Securities
Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be
contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan Stanley Asia Intemational Limited,
Singapore Branch (Registration number T11FC0207F); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan
Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial senices license No. 233742, which accepts responsibility for its contents; in
Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia
Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial senices license No. 240813, which accepts responsibility for its contents; in Korea by Morgan
Stanley & Co Intemational plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia;
in Canada by Morgan Stanley Canada Limited, which has approved of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley
Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer
Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supenised by the Spanish
Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct
applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its
contents. Morgan Stanley & Co. Intemational plc, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the
Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial
Senices and Markets Act 2000, research which has been prepared by any of its affiliates. RMB Morgan Stanley (Proprietary) Limited is a member of the JSE
Limited and regulated by the Financial Senices Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. The information in Morgan
Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in the Kingdom of Saudi Arabia , and is
directed at Sophisticated investors only.

17



Morgan Stanley | researcs IDEA

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (DIFC Branch), regulated by the Dubai
Financial Senices Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial senices to
which this research relates will only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (QFC Branch), regulated by the Qatar
Financial Centre Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail
Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of
investment advisory activity. Investment advisory senice is provided exclusively to persons based on their risk and income preferences by the authorized firms.
Comments and recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and retum preferences. For this
reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.
The following companies do business in countries which are generally subject to comprehensive sanctions programs administered or enforced by the U.S.
Department of the Treasury's Office of Foreign Assets Control ("OFAC") and by other countries and multi-national bodies: Thai Beverage, True Corporation.
The trademarks and senice marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no
warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not hawe liability for any damages relating
to such data. The Global Industry Classification Standard (GICS) was dewveloped by and is the exclusive property of MSCI and S&P.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

© 2016 Morgan Stanley

18



	Content
	ASEAN Equity Strategy
	Valuations Still Lofty: Are We Missing Something?

	ASEAN: Key metrics, by country
	Exhibit 2:

	NTM P/E: Relative to 5-year Average
	Exhibit 3:

	NTM P/B: relative to 5-year Average
	Investment Summary
	What's changed?

	EPS: MS vs Consensus, 2016-17
	Exhibit 5:

	EPS: MS Changes to Earnings, 2016-17
	Exhibit 6:

	PEG: Indonesia vs Philippines, 2003-16
	Exhibit 7:

	ASEAN: Bear / Base / Bull Case
	What is the impact from the UK vote to leave the EU?

	Exports as % of GDP
	Exhibit 9:

	ASEAN: US dollar correlations
	ASEAN: MS Corporates with European / UK Exposure, 2015
	Exhibit 11:

	STGRDI Index, 2013-16
	We stay negative, but what could we be missing?

	NTM P/E: Relative to 5-Year Average
	Exhibit 13:

	NTM P/E: Prem/Disc to Average
	Exhibit 14:

	Daily Foreign Equity Flows: May-June 2016
	Exhibit 15:

	Indonesia: Flows vs Change in Multiple, 2011-16
	Exhibit 16:

	Roll Forward of NTM P/E to December 2017
	What's the potential triggers to de-rate the markets?

	Exhibit 17:
	ASEAN3 Annual Foreign Flows, 1999 - 2016
	Indonesia: Country Snapshot
	Exhibit 18:

	Indonesia: 1-year forward P/E, 2006-16
	Exhibit 21:

	Indonesia: Key Metrics, 2014-17e
	Exhibit 19:

	Indonesia: 1-year forward P/E(ex Banks), 2006-16
	Exhibit 22:

	Change in MS 2016/17 estimates
	Exhibit 20:

	Indonesia: 1-year forward P/B, 2006-16
	Exhibit 23:

	Indonesia: NTM P/E relative to MSCI AxJ
	Philippines: Country Snapshot
	Exhibit 24:

	Philippines: 1-year forward P/E, 2006-16
	Exhibit 27:

	Philippines: Key Metrics, 2014-17e
	Exhibit 25:

	Philippines: 1-year forward P/E(ex Banks), 2006-16
	Exhibit 28:

	Change in MS 2016/17 estimates
	Exhibit 26:

	Philippines: 1-year forward P/B, 2006-16
	Exhibit 29:

	Philippines: NTM P/E relative to MSCI AxJ
	Singapore: Country Snapshot
	Exhibit 30:

	Singapore: 1-year forward P/E, 2006-16
	Exhibit 33:

	Singapore: Key Metrics, 2014-17e
	Exhibit 31:

	Singapore: 1-year forward P/E(ex Banks),2006-16
	Exhibit 34:

	Change in MS 2016/17 estimates
	Exhibit 32:

	Singapore: 1-year forward P/B, 2006-16
	Exhibit 35:

	Singapore: NTM P/E relative to MSCI AxJ
	Thailand: Country Snapshot
	Exhibit 36:

	Thailand: 1-year forward P/E, 2006-16
	Exhibit 39:

	Thailand: Key Metrics, 2014-17e
	Exhibit 37:

	Thailand: 1-year forward P/E(ex Banks), 2006-16
	Exhibit 40:

	Change in MS 2016/17 estimates
	Exhibit 38:

	Thailand: 1-year forward P/B, 2006-16
	Exhibit 41:

	Thailand: NTM P/E relative to MSCI AxJ
	Model Portfolio Update
	Exhibit 42:

	ASEAN4: Model Portfolio
	Exhibit 43:

	ASEAN4: Stocks to Avoid


