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Slowly rebuilding confidence - the key message for
2009

As ever when looking ahead at likely investment
outcomes for the coming 12 months, expectations are
framed by the most recent events. The past year has
been one of the worst on record for global equity
markets since the great depression. As a result there is
hope and burgeoning optimism that 2009 will be a
calmer and better performing year. Equity markets in
general, and in particular those in emerging economies,
have been severely and negatively impacted by the
rapid deterioration of investor confidence. This loss in
confidence that began with the credit and financial
crisis was compounded by the end of last year as
evidence confirmed that each of the main economic
blocs globally was mired in recession.

For emerging markets including those in Asia, 2008
was a year of indiscriminate selling. This followed the
previous year of 2007 when investment was
characterized by indiscriminate buying. As we enter
2009, investors had sustained a five week period of net
inflows to offshore Asian invested mutual funds. Asian
stock markets excluding Japan have out-performed
global market indexes by some 10 percentage points
since the lows that were achieved last October. This
perhaps is early evidence that there is interest in a
reallocation to Asian markets that could be sustained
through 2009, assuming that some evidence that the
global slowdown is contained emerges through the first
three months of the year.

Certainly for the immediate future the economic
prognosis is not good. There is likely to continue to be
a plethora of negative news confirming the lack of
consumption and growth more generally in the US,
Europe, Japan and China. However there is an
expectation that the measures being considered by the
President elect Barack Obama - including a most
recently suggested USD300bn tax cut could help to
stabilize the economy and rebuild confidence.
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