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Investing for the Ior% term
In Asian equities
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When we recommended our Asian clients should take a long-term view of markets,
instead of trying to time the ups and downs of equities. They often told us “Investing
for the long term only works in the U.S., it doesn’t apply to Asia’. Many Asian
investors struggle to meet their financial objectives because of the high volatility in
local equity markets. Investors attempt to time the market and often find their
actions undermined by emotions and distraction from market noises. Hence, we
look into how well some of the longstanding investment principles apply in the
context of Asian equities.
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I Graph 1: Range of returns for Asian equity markets
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Rolling annualized total return since Jan 2000, local currency
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the extremes
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I Long-term investment helps limit

Graph 1 illustrates the range of returns in major
developed markets and Asian equity markets
since 2000 (2005 for China onshore and offshore
markets). Take Hong Kong as an example: an
investor who allocated to the Hang Seng Index in
any given month since 2000, and held this
investment for 3 years, would have received
anywhere between 32% and -19% on an
annualized basis. The good news is that more than
75% of the time, an investor would have generated

02 Aper i

a positive return during this period. Increasing the
investment period from 3 years to 5 years, the
range of returns narrows to 28% and -1.2%, and
the median return rises from 8.3% to 9.4%.
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In this case, by staying invested longer in the
Hong Kong equity market, the investor was
able to limit downside losses while
experiencing a modest pick-up in median
return. Broadening this to the rest of Asia,
equity investors are able to generate more
consistent returns by staying invested for
longer. The range of returns over a 5-year
investment is narrower than 3 years. Even at
the 3-year investment tenor, with the exception
of China onshore markets, investors are able to
achieve a positive return more than 75% of the
time. With the exception of China and Taiwan
equities, the median return is also enhanced by
investing for 5 years instead of 3 years.
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Dividends enhance returns and
provide a buffer against the downside

I BREREEEMIBNERS N TRREMES

The role of dividend and income in helping
investors to achieve a better investment
outcome should be intuitive. Stock dividends
contribute to total return, which would enhance
the upside in equity investment and offset some
downside. Exhibit 2compares the range of total
return (price and dividend in green bar) and
price return (dotted bar) of these broad indices.
Markets with traditionally higher dividend payout
ratios, such as Australia, Singapore, Thailand
and Taiwan, were able to add 4-5 percentage
points to the 3-and 5-year annualized return in

Graph 2: Domestic equities - Total return VS Price return
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Rolling annualized return since Jan 2000, 3-Year (Left) VS 5-Year (Right), local currency
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the best years. In the worst years, dividends
reduced the downside by 2-3 percentage points.
This may not seem much when the best years
offer a return of 30% or higher, but this is a
meaningful contribution when median returns in
these markets are in mid to high single digits.
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achieving long-term investment goals
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I Diversification continues to be key to

Graph 2 shows that by investing in only one
market, it is not easy to generate a consistent
investment outcome, even by staying invested
for longer. Hence, there is a need for investors to
consider international diversification. Graph 3
compares the range of returns by investing in
domestic equity indices for 3 years, compared
with investing in a portfolio of domestic equities
(30%), international equities (30%) and
international fixed income (40%).
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In most cases, the median return dips marginally,
but the variation in return declines considerably,
i.e. the risk/reward trade-off has improved. For
example, for the middle 50th percentile of returns
in the China onshore market, an internationally
diversified approach produced a range of returns
between 2.2% and 6.2%, compared to -6.1% and
18.2% for pure domestic equities. Hence, by
adopting an internationally diversified portfolio,
the effect is similar to staying invested in the same
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asset class for longer. This also means investment
returns would be less dependent on market
conditions at the time of entry.
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Most investment principles that originated from
the west are still applicable to Asian investors.
Long-term investing, taking advantage of income
from dividends and international diversification
can help investors in this region to generate a
more consistent return performance in the long
term and achieve their financial objectives. These
principles reduce the importance in looking for an
entry point to invest or exit. While some may argue
this approach would sacrifice the best market
returns, behavioral economics tells us that most
investors attach a greater value in limiting
downside than gaining extra upside potential.
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Graph 3: Range of return - Local markets VS Diversified portfolio
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make another 25 basis point rate cut in
September followed perhaps by one more rate
cut at either the October or December meetings.
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Recent economic data releases have shown that MITEIA T T hiZIES| - BEERATEEE T 10
the US economy is not immune to global trade AR12ANEZELBRE—IR -

tensions. The manufacturing part of the
economy remains the weak spot as shown by
the drop in the August flash US PMI to 49.9, its
lowest reading since September 2009. However,
domestic demand has so far remained relatively
resilient, with retail sales jumping 0.7% in July,
showing that so far the strength of the labour
market and rising wages continue to outweigh
trade and recession concerns. We continue to
believe that the US economy is slowing, not
stalling. Powell’s speech was largely in line with
expectations and paves the way for the Fed to

06 Aper i
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Europe’s economy is looking the most sluggish,
compounding uncertainty at a time when the
European elections show nationalist sentiment
rising, although not as much as some feared.
Manufacturing activity is weak, as indicated by a
recent manufacturing PMI which fell below 50 and
is on a downward path. The data for Germany,
Europe’s biggest manufacturer, looks even worse
- its manufacturing PMI is 45.4, according to the
ZEW Survey. ECB chairman Draghi has hinted at
re-starting its QE later this year. European equity
markets might have re-rated following the start of
such programmes.
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In coping with potential economic turndown,
there has been an extraordinary turnaround in
central bank monetary policy. The US Federal
Open Markets Committee has strongly hinted at a
cut in interest rates and the Bank of Japan is
contemplating  “helicopter-style” fiscal and
monetary action. In Europe, the departing
European Central Bank President, Mario Draghi,
has even suggested restarting quantitative
easing. In the coming months, new monetary and
fiscal stimulus should support the global
economy but these measures won’t be able to
fully offset the negative effects of the trade war
and hence the economic slowdown should
continue. We continue to think that these
downside risks warrant an element of caution.
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Emerging
Markets

o 45

All eyes have been on China since the beginning
of the year and the country has taken several
measures to counterbalance the effects of the
trade war on its economy. However, even
though Chinese authorities have this time
delivered both fiscal and monetary stimulus, the
results have so far been mixed as July data,
including retail sales, came in short of
expectations. The People’s Bank of China
announced a lending rate reform to lower
financing costs and let the renminbi break the
psychological barrier of 7 versus the US dollar.

08 Aper

We believe the Chinese authorities will be
obliged to take additional stimulus measures in
coming months.
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Continuing trade friction will dampen some
sections of the Chinese market in the short term,
but there are promising opportunities for
investing in the stocks of companies that provide
goods and services for the consumer. The
valuation argument for Asian stocks remains
compelling, with metrics such as price/earnings
and price/book ratios still below their respective
historical averages. Meanwhile, improving cash
flows have underpinned strong balance sheets,
enabling greater dividend growth. The case for
Asia remains firmly intact.
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Oil prices surged by as much as 20% the day after
a major attack on Saudi Arabia’s oil infrastructure
that could disrupt global supply. It remains to be
seen whether the attack on Saudi Arabia oil
infrastructure is the start of an escalation of
tension in the Middle East. If the tension is
contained via negotiation and dialogue, the
latest spike in oil prices should not be a material
threat to global growth. If the rise in oil prices
continues, net oil importers in emerging markets
and Asia are likely to come under some pressure
on their currencies, especially if they run a
current account deficit. Active management in
country and sector selection, and currency risk
management, would be key.
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Bonds
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Currently, about one-third of developed market
government bonds are trading at negative yields.
Several countries in Europe, including Germany,
Denmark, Finland and the Netherlands, have their
whole government bond yield curves in negative
territory. The Japanese government issues a
10-year bond and receives 0.3% interest every year
from investors. This phenomenon also extends to
the corporate bond market.
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Much of the negative yield is currently in Europe
and Japan. This  development  could
fundamentally change the investment landscape
if the world’s biggest bond market, the U.S., also
starts to see negative yields. We are nowhere near
this, but we should keep an open mind about it in
the long run. Former Federal Reserve (Fed)
Chairman Alan Greenspan recently said that there
is no barrier to negative yields in the U.S.
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This could prompt more institutional investors to
review their mandates and take greater risk on
bond issuers with riskier credit profiles or allow
their capital to be locked up for longer to earn
liquidity premiums. This should push capital into
high vyield corporate credits, asset-backed
securities and selected emerging market fixed
income. Their valuations may not seem cheap at
this point, but the long downhill march in interest
rates would continue to push investors into this
area. A flexible approach would be necessary to
generate return when zero or negative yields
become more prominent.
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Cautious for risks
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Rallying energy prices
BERER =TT

The strong job market in the U.S. should partially
offset the negative impact from higher fuel prices.
On monetary policy, ongoing concerns over
downside risk to growth from U.S.-China trade
tension, slowing corporate spending around the
world, and potential damage to household
spending from higher energy prices are likely to
dominate Fed’s thinking. This implies risk to rates
remain on the downside and headline inflation
could run higher.
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In Asia, pressure on selected central banks to
reverse their recent rate cuts could be more

substantial. Most Asian economies, except
Malaysia, are net oil importers. Higher crude oil
price is likely to increase imports and worsen
current account deficits in countries such as India,
Indonesia and the Philippines. This could put
downward pressure on their currencies and their
central banks may need to maintain interest rates at
the current level, or even raise rates, to protect their
currencies. Furthermore, many southeast and
south Asian economies have a higher consumer
price index weight on food and energy. Therefore a
spike in energy prices would have a more
substantial impact on their inflation, prompting
their central banks to be more cautious on rate cuts.
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Immigration to
Canada

There are hundreds of thousands of Hong Kong immigrants in Canada, but quite a few
of them have returned to Hong Kong after 1997. During the "Occupy Central
Movement" 5 years ago and the recent “Anti Extradition Bill”, had made many Hong
Kong people immigrated to Canada again.
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Canada has always been one of the most desirable
destinations for Hong Kong immigrants. In the
1980s, Sino-British negotiation on Hong Kong
politicalissues had made many Hong Kong people
immigrated to Canada, of which 1992, 1994 and
1995 reached the peak. According to Statistics
Canada, the number of Hong Kong immigrants in
these three years ranged from 31,000 to 44,000.
This trend of immigration has declined year after
year since 1995. Until the "Occupy Central
Movement" in 2014, the number of returning Hong
Kong-Canadians reached more than 200,000, and
the number of Canadian passport holders who
lived in Mainland China and other places reached
300,000. In fact, after the "Occupy Central
Movement", immigration to Canada and the
"reflow" of Hong Kong-Canadians has shown an
upward trend. More than 1,500 Hong Kong people
have immigrated to Canada in 2018. Obviously,
the continuous chaos caused by the "Extradition
Bill" has accelerated the enthusiasm of Hong Kong
people to apply for immigration to Canada,
especially among talented professionals.
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Hong Kong people choose to immigrate to Canada,
not only because Canada is one of the seven largest
countriesin the West, but also better welfare policy,
medical care, education, children benefit,
low-income social security and stability in social &
political environment. Canada Multicultural policy
has also demonstrated its beauty.
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There are many ways to immigrate to Canada,
which can be briefly divided into the following
major categories:
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BRNEANBRERSZ  KEAZHTIEX
A

Federal Express Entry:

BHREFWBREE :

Target audience should be good in English, young,
highly educated (Master or PhD), preferred
applicants with Canadian qualifications and work
experience.

BEHREREN  FLE - 2Fs (BEIxE
1) REFANERBENTEERNEAREA

This immigration program does not require any
employer's guarantee but using a scoring system.
It is difficult for people who do not have Canadian
work experience and Canadian qualifications to
score. However, this project has a short processing
time and low cost!

14 Aper 8

EEBRERTAEZER  BE-—C20B
RMEX AT 2H - FA—BRBMEKR
THRERRMEREENAREEI & - B
EfEREFEREE  BRAK !

Express Entry has many ways to get additional
scores: for example, through the Labour Market
Impact Assessment (LMIA), you can add 50 points
for skill-workers, 200 points for senior
management; Extra points can be added if
applicants have brothers & sisters living in Canada
and/or proficiency in  French. Provincial
Nomination Program can gives applicants 600
bonus points!

AT Express Entry BEFFZ M7 IER © WEB
BEHEREFME (Labour Market Impact
Assessment —LMIA) ZHE @R ] 050
2 BREEREAMN2005 - BMEARREE
ok~ EEREEAEMD c MiNS &RZMIEE

= H ;B (Provincial Nomination Program) » ]
560005 !

Different provinces have different categories and
different requirements. It is broadly divided into
no employer category and employer sponsorship
category. No Employer category is most popular
in Ontario. Employer Sponsorship is basically the
main channel for Hong Kong people to immigrate
to Canada.

BRBNMD - TREEFEERIMAEER -
RED ABERETERIREZHERER - BEXHE
Bl BRAIRZBLNRZE - MEFZREEASL
REARBEEBEABRMEANTERBET -
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Investor/Entrepreneur Business
Category Immigration:

BEMIBR :

Canadian Federal Start-Up Visa was implemented
in 2013 with the main purpose of attracting
innovative entrepreneurs to immigrate to Canada
and start a company to create jobs that stimulate
economic growth. From 2019 to 2021, the annual
global quota is 500-1,500. This project has no
requirements on assets, taxation, management
experience and relevant work experience. Applicant
can get a Canadian PR Card in just 12 months!

MEXBPEIRVBWBE (Start-Up Visa) i
20135 & - IEEE’J%”&%I@U%&L%%&@E
MEX - AIPATRIERSE - 1M RIS R

& ° 2019220215 - §F 2 HRF|EWH :T|'
500-1,5001E - ZIRBEEE - Bl - EEER
MR TEEBRNER - 12@ A B1F —H 2
ESmEREEF !

Québec Investment Program as a veteran
investment immigration project has many
advantages: no basic language requirements and
no entrepreneurial risks, which has been favored
by those affluent applicants.

BIRBRBBRESNEREERKREBRER -
BEREBRARZED  BEELAESER &
RIxERE  —EZINEXPBANSH -

BC Entrepreneurship Program has been quite
popular as there is no language requirements, but
since the introduction of the scoring system in
2015, which resulting in a sharp decline in the
number of applicants. High investment funds,
strict entry barriers, harsh scoring system and
uncertainty of operational risks have made many
outstanding entrepreneurs sigh.

BCLEFBRAEHRNEMTMAEZTER
—B @ﬁ?ﬁsmﬁiélkﬂ D%

HEPEAKIES
SHENREES
BOBURKRMNEL R
EXPAFAZPIEE -

H | BE
ZIEE W
 BHRBABSB TR -
BRAG RV A PIAE ~ BT 2 AT
fa %B%%%@?%E’ﬂ
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BC Provincial Nomination Entrepreneurship
Program requires applicants to establish new
businesses in designated communities and
obtain support letters from local communities.
Applicants are required to get IELTS score of CLB
4 and are actively involved in operations for at
least 12 months.

BCEHRBRIFELEXREBERE (BCPNP-EI)
- EEIFAZEE (Regional Pilot) ERH
FANEEHEFREDLE (£5) ESEi
HENXEE BB AZLHE(ELTS) - CLB
4, WERBEELZD12@A -

Family Sponsorship :

REER :

00 Spousal Sponsorship
XBEE

Requirement for Canadian couples reunion
immigration is extremely simple, no academic
qualifications, work experience, language skills,

16 Aper &

proof of funds are required, as long as the
guarantor is qualified and can prove the true
spousal relationship and the intention to live in
Canada. Application can be easily approved.

MEARXRZEBBRUNRAFINERBLR
B FERERE > FERITHFELR  FERE
SN ABRRESHY  ABR/FEAEBE
RERL AR PEERBEERNEEEMNE
ANZERMEARTUBRKI

Spousal Reunion Policy has been changed in
recent years. In 2016, Federal Department of
Immigration Canada announced that the Federal
Government will allocate 25 million dollar to
speed up the examination of Canadian citizens'
sponsored spouses or partners, parents and
children to apply for permanent resident status.
The highlight is the slackening of spouse reunion
conditions and waiting time has been significantly
reduced to one year.

BB FERZEBBERNE (L 2016F MEKX
HMPBBRILE M » BIBBUTSEF2,5008 @ i1
REMME LA REREBIFERE - RERFXL
(spouses, partners and children) EREEB KA
EREHM  HPERSIAZENRENERBE
B MEXBREFRXEEBHNFEEHE
KIEBHEB1E -
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) Parents/Grandparents Sponsorship

R ()X BB

Policy for Canadian Parents Sponsorship is revised
eachyear.In 2017 and 2018, it has been defined by
draws. Quota for 2019 is 20,000.

MEARXRSEBREBEEEFHEFTRMNBEEK -
2017F K% 20185 » MBI RE - 2019F 7
FEA2EE o

Guarantor Requirements (living in Canada):

BEAGH (ENEXEEH—F)

1) Canadian citizens or permanent residents (PR)
over the age of 18.

1) 18U EMImEALARSKAER (PR)

2) They must be qualified to meet the minimum
income level for three consecutive years. If you
are married or in a cohabitation relationship,
you can include the income of both, which can
be proven by Notice of Assessment or Tax
Report (Option -C) issued by the Federal Tax
Administration.

2) NEBRAMMEE=FEIRELERAKE
c MRBIEREREBEER - TUEBEMEA
FIMA o FREEFBRLAS /3 H BV RT R &1 (Notice
of Assessment)z,Hi 7% & (Option-C) ©

.;” -' ._-"'I

\ L)

3)Commitment obligations to support the basic
living expenses for parents 20 years upon their
arrival to Canada.

N EHEBBAERXFENEMERR20FHNER
ESEEGE I

4)It must be ensured that parents can get
assistance from their families after they landed
in Canada.

WRAERRLBEMEABEE  ELEET
LB R AR o
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Address: 4/F, 101 King’s Road, North Point, Hong Kong
ik - FERLAREE 101542

Tel BiE (852) 2230 1000 Fax/$E (852) 2230 1099
Email 3 info@nobleapex.com Website #84F www.nobleapex.com
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