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ASEAN ECONOMIES

The Association of SE Asian Nations, ASEAN, corssidt11 countries. The top five--Indonesia, Thalladalaysia,
Singapore and the Philippines--have a combined &DRer US$1.3 billion (2008 figures), larger thadia and with
37% of the population, higher disposable incomecpeita (Chart 1). The proportion of the middlesslan major
ASEAN economies is also greater (Chart 2). Massses highlights the potential spending and investmesmds, key
drivers of GDP, in Indonesia, Malaysia and Thailatte top three in ASEAN with a combined GDP of USfllion.

GDP and Disposable Income per Capita % of Population in the Middle Class
Singapore ]
1 Malaysia
Hong Kong
Korea | China
Taiwan | Chart ! Thailand Chart ?
Malaysia J
] 4 Asia ex-Japan
Thailand ] . ] 2014
China GDP per capita Indonesia 2009
Indonesia Disposable income per capita o 4
J Philippines
Philippines J
India (Uss) India (%)
0 5,000 10,000 15,000 20,000 25,000 30,000 35,000 40,000 n mn 2n 30 4n 50 6N 0

Sources for Charts 1 and 2: Euromonitor, CLSA Azaaific Markets.

The Rise of ASEAN as an Economic Bloc
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Liquidity x Confidence = Driversof Private Sector Spending and an Investment Upcycle
1. Liquidity Conditions Liquidity of an economy, the source of fundsines from a) the external sector, where the

current account surplus is key, and b) the domeésinking system.
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The stronger the current account surplus, the reasie
the liquidity conditions for that economy.
Economies with current account deficits are
always at the mercy of the willingness of other
countries to lend them funds. Greece’s current
problem offers a prime example.

Chart 6 shows Malaysia with an incredible surplus
of 15% of GDP, Thailand a strong 7% and
Indonesia a healthy 2%--in stark contrast to the
1995-97 deficit situations that led to the Asian
financial crisis of 1998 when foreign funds exited.

Liquidity in the banking system is the other key
provider of funds. A good indicator here is the
loans-to-deposit ratio (LDR) that measures the
lending capacity of banks (Chart 7).

With ratios at over 100% at the pre-1998 crisis,
ASEAN banks were relying on foreign
borrowings to fund domestic spending and
investments. In contrast, ASEAN banks now
have plentiful liquidity, with LDRs ranging

from 70% to 85%.

2. ConfidenceOf various consumer and business confidence egjeone of the best proxies is home purchases.

Indonesia
HK
Malaysia
India
Philippines
Thailand
Singapore
Taiwan
Korea
China
Japan

Share of Respondents
Planning to Buy Property in
Next 12 Months

14

14

18
16

34
31

28

Chart ¢

22
19

Source: CLSA Asia Pacific Markets Mr. and Mrs.
Asia, 2009 Survey.

= 10 15

]

(%% of respondents)

T ‘ ]
20 25 30 35

Upcoming Spending and Investment Cyclein ASEAN Economies
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Source for Chart 9: CEIC, Bank of Thailand.

Summary Currently, ample liquidity exists to
propelsustainable investment booms in ASEAN
that could rival or even exceed pre-1998 peaks.
Indonesia is leading. Its GDCF as a percentage of
GDP in 2009 scaled the 1996 peak (Chart 9) and
with a positive current account balance.

Indonesia’s local confidence factor ranks at the
top, but Malaysia is not far behind and
improving. Despite political turmoil, sales of cars
and homes in Thailand have stayed buoyant.



Growth Sectors: Properties, PCs, Home | mprovements, Appliances, Banking, Travel, Automobiles

Size of Auto Market in ASEAN > India or Korea ASEAN Air Travel Is Growing in Double-Digits
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Charts 11-14 (Source: Euromonitor) show the petietraates of PCs, and home appliances vs. disfmgadnome all at
the steep up-phase of their growth curves, indigagiood growth opportunities over coming years.
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Conclusion

India has participated well in the BRIC emergingkeatheme for years. By now, BRIC is probablyisk of being
overly hyped. In stark contrast, ASEAN has beemiigd. As discussed, the size of ASEAN in terms DPGnd
purchasing power rivals, if not exceeds, that didnLiquidity and domestic confidence conditioms aght for the
investment + spending cycle to accelerate in a murabtop ASEAN economies over coming years. Indanbas taken
the lead and, no surprise, its bourse is the erfnmer in Asia. We see signs that other ASEANhetaies, at varying
speeds, are moving in a similar direction.

We expect ASEAN bourses’ days in the sun will cdroen investors in the global emerging markets theme we have

been increasing our exposure to these marketsantlicting a series of investment visits in theaado identify more
opportunities in the domestic sectors of its market

The NAV GSI Asian Capital Growth Fund—US$25.11 & The L@tysrt Fund—US$23.31 (Apr 29, 2010)



