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investment positives

From a macro perspective, we think ASEAN economies will continue to see solid 
growth this year. Fixed investment in many markets proved quite resilient during the 
pandemic, compared with household spending. There are reasons to expect this to 
continue: foreign direct investment flows into several ASEAN economies, notably 
Indonesia, Malaysia, and Vietnam, remain strong. 

Key take aways

• Despite spillovers from Ukraine and China’s Omicron struggle, we see 
supportive growth drivers for Southeast Asia, particularly from regional 
border reopening's. 

• With the rising interest rate environment and high commodity prices, 
ASEAN’s financial and energy sectors could continue as key sectoral drivers. 

• Singapore has tightened monetary policies three times in past six months; 
more central bank tightening is likely to follow in Southeast Asia. 
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The Ukraine/Russia war has affected the supply of energy and hard commodities as 
well as certain agricultural products, pushing their prices to record highs. The regional 
losers – those ASEAN countries which are both net energy importers and large grain 
importers – will bear the brunt of this. Assuming an oil price level of around USD 
120/b, analysts see a 1-3% percentage points change from baseline for headline CPI in 
the Philippines, Singapore, and Thailand. Overall, current account balances in 2022 
are likely to be weaker than their pre-pandemic average in several economies, notably 
in the Philippines and Thailand. 

For the possible winners – Indonesia and Malaysia – the opposite is true: here, current 
account balances will likely be stronger over the coming year thanks to surging 
commodity prices. Malaysia is the region’s net oil exporter, and its current account 
surplus could benefit from the higher international oil price. Indonesia could benefit 
from a range of higher commodity prices including coal, palm oil, natural gas, steel, 
and copper, offsetting the increased cost of its deficits in crude oil imports. 

In near-term, ASEAN food and beverage producers face the risk of a profit margin 
squeeze due to high input costs as well as limited room to pass these costs on to 
consumers. But in the medium term, overall demand is likely to be supported by 
economic re-opening, government fiscal subsidies, and higher income of sectors such 
as agriculture, energy, and mining – partially offsetting the negative inflationary 
impact.
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ASEAN’s March manufacturing PMIs suggest that rising 
Omicron cases in China are adding pressure on already 
disrupted supply-chains and may be weighing on ASEAN trade. 
Against this backdrop, in early April the World Bank 
downgraded its 2022 GDP growth forecast for the region from 
5.4% to 5.0%. The ASEAN manufacturing sector is closely 
linked to China, which is one of the largest sources of 
intermediary goods (i.e., ASEAN imports) and is also a major 
destination for final consumption (i.e., for ASEAN exports). 

Manufacturing hubs like Vietnam, Thailand and Malaysia saw 
the largest downturns in their March PMIs, although only the 
latter slipped into contractionary territory (49.6). Although the 
China impact is likely to leave its trace in the region’s upcoming 
Q1 and Q2 earnings season, the PMI future output sub-
component remains strong across the broad, showing that 
ASEAN manufacturers overall remain confident about their 
business outlook on a 12-month time-horizon.

Most ASEAN countries have been starting to remove travel 
restrictions in recent months. They have been reopening their 
borders to international visitors as part of efforts to support the 
tourism industry, which has been hit hard by Covid-19 in the 
past two years. Tourism has long been important for many 
ASEAN countries. According to the World Travel & Tourism 
council, in 2019 (when tourists could still travel freely) tourism 
contributed to 11.8% of Southeast Asia’s GDP. 

Recently Singapore announced significant border reopening 

measures, with international visitors only required to do one 
Covid-19 test before they board the flight. Then on April 22, 
Singapore announced further reopening and they removed this 
testing requirement. Vaccinated international visitors can enter 
Singapore without any testing requirements just like in 2019 
before Covid-19. Thailand has also simplified entry 
requirements for foreign visitors, who now do not require any 
testing before and after arrival. Malaysia has introduced similar 
programmes to allow international visitors to enter the country 
without quarantining. 

Such measures have encouraged a significant increase in flight 
and hotel bookings in recent months. While there’s still no 
return of Chinese tourists so far (previously the largest tourist 
group in ASEAN), we think reopening efforts could trigger 
significant pent-up travel demand, with the reopening theme 
gaining momentum in coming months. Thailand, Malaysia, and 
Singapore could benefit the most from the revival of the tourism 
industries. 

So far, ASEAN economies have largely escaped the strong 
inflationary pressures gripping other parts of the world. The 
reason is that there are no strong demand-pull forces pushing 
up prices, at least not yet. As a result, regional central banks 
have been able to limit their policy response. The commodity 
price shock, however, is beginning to challenge this tranquil 
picture. Singapore’s MAS recently tightened its monetary policy 
for the third time in past six months. We highlight more details 
of Singapore’s monetary policy tightening in the last section of 
this report. In the face of higher inflationary pressures, more 
central banks in the region, including Indonesia, Thailand, 
Malaysia are likely to raise interest rates in H2 this year. 

Figure 1: Tourist Arrivals in Southeast Asia, 2019 (million)

Source: Statista, Deutsche Bank AG. Data as of April 2022.
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ASEAN equities – financials and energy attractive

In Q1 this year, ASEAN equities were among the best 
performing markets with positive returns (in USD terms) in 
Singapore (+8%), Indonesia (+7%), Malaysia (+4%), and 
Thailand (+2%) compared to MSCI Asia ex. Japan (-7%), EMs 
(-6%) and DMs (-5%). 

But, as we move deeper into Q2, where are ASEAN markets 
heading from here? While we do see some near-term 
headwinds, we remain constructive on the medium to long-term 
outlook for the region – with a preference for certain industries 
and markets. Two issues are in particular focus:

a) The correlation of ASEAN equity and global GDP 
performance. ASEAN direct trade exposure to Russia and 
Ukraine is almost irrelevant. However, the economic toll of 
the Ukraine war and sanctions against Russia are 
dampening global GDP growth dynamics and thus are 
expected to have spillover effects for the region – including 
on equity performance. Comparing real global GDP growth 
(QoQ, seasonally adjusted) versus ASEAN equity returns 
since 1998 shows that ASEAN equities’ average quarterly 
returns tended to be positive when global GDP growth was 
above the trend rate of 2.7%. Note that our current global 
GDP growth forecasts for 2022 and 2023 are at 3.5% and 
3.3%, respectively, hence well above the historically 
supportive threshold of 2.7%. Export industries and 
economically-open economies with exports accounting for 
more than 50% of GDP, like Singapore, Thailand and 
Malaysia, should benefit the most from this growth. Deeper 
analysis reveals that, in times of above-trend global growth, 
the average quarterly return of ASEAN stock markets has 
tended to oscillate between almost +6% and +3% 
depending on whether global growth momentum was 
increasing or slowing. The latter seems to be the case at the 
moment. 

b) ASEAN financials and the rising rate environment. From a 
sector perspective, ASEAN financials have already 
benefited from globally rising interest rates, although to a 
lesser extent than in other parts of the world. Increasing 
inflation pressures in ASEAN economies (as discussed 
above) will lead to tighter monetary conditions across the 
board, and thus may generate further upside potential for 
regional financial names. As stock markets in Singapore 
and Indonesia show the region’s largest exposure to 
financials (at 40% and >50% of respective total market 
capitalisation), our view is particularly constructive on these 
two markets for the months ahead. In addition, Indonesia's 
oil and gas exporters as well as its mine operators and 
producers of industrial metals, which represent another 
13% of Jakarta’s stock market cap, will welcome 
persistently high energy and commodity prices.

If potentially adverse seasonality is combined with possible 
headwinds from inflationary pressures, stressed supply chains, 
and slowing external demand, the near-term outlook for ASEAN 
stock markets may be subdued to some extent. But regional 
reopening, above-trend global growth expectations and 
regional GDP growth prospects brighten-up our view on the 
region’s medium to long-term prospects. As a result, we believe 

investors could consider possible temporary set-backs of 
ASEAN equities as an opportunity to re-balance their regional 
positioning. From a country perspective, over the course of this 
year, we would prefer Singapore and Indonesia, now trading at 
12 months forward price/earnings (P/E) ratios of 13.2x and 
17.9x respectively.

ASEAN fixed income could still underperform

Most ASEAN credit had negative returns in Q1, e.g., Singapore 
(-5.4%), Indonesia (-6.2%), Malaysia (-6.3%) and Thailand 
(-6.8%) compared to China (-7.0%). Negative returns were 
attributed to both higher U.S. Treasury yields and wider credit 
spreads in the quarter. Sentiment on ASEAN credit has been 
weak, due to the concerns over rising U.S. interest rates, China’s 
property credit defaults, and geopolitical risks. We think these 
macro headwinds could continue to affect the performance of 
ASEAN credit in the near term. Having said that, we think there 
could be selective opportunities in the region, including some 
Indonesian high yield (HY) names within the energy sector. 

Currencies – commodity prices and central bank policies in play

The ASEAN FX market will continue to be affected by external 
factors, including possible U.S. rate hikes, geopolitical risks, and 
the performance of the CNY. With the Fed likely to hike rates 
faster than previously expected, USD could see strong near-
term support. Most ASEAN currencies may be under pressure in 
this external macro environment, but some could still 
outperform, especially those of economies with strong 
commodity exports and hawkish central banks. Possible 
outperformers could include the MYR (Malaysian Ringgit) and 
IDR (Indonesian Rupiah) which both benefit from higher 
commodity prices and wide current account surpluses. The SGD 
(Singapore Dollar) could be supported by any more central bank 
actions, with the Monetary Authority of Singapore (MAS) on a 
tightening bias. 

06 Asset class implications

Figure 2: Broad-based weakness in 
Southeast Asia currencies this year

Source: Refintiv Eikon, Deutsche Bank AG. Data as of April 2022.
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In its half-year monetary policy statement on April 14, the 
Monetary Authority of Singapore (MAS) tightened monetary 
policy again. It was the third policy tightening in the past six 
months. Based on the statement, the MAS is to readjust the 
mid-point of the exchange rate policy band up from the 
prevailing level of the SGD’s NEER (nominal effective exchange 
rate). There will also be a slight increase to the rate of 
appreciation of the policy band. The MAS does not intend to 
change the width of the policy band. 

Recent tightening of Singapore’s monetary policy was in line 
with market expectations. Singapore’s inflationary pressures 
have been rising fast recently. CPI inflation rose to 5.4% in 
March, compared to 4.3% YoY in February, driven particularly 
by higher private transport and accommodation prices. In its 
statement, the MAS said that Singapore’s inflationary pressure 
could move higher from here, due to the “sharply higher global 
commodity prices” and “renewed supply chain disruptions”. 
That said, expectations are that Singapore’s inflation will 
moderate in late 2022 with some possible stabilization of 
commodity prices and easing supply chain disruptions. Overall, 
the MAS revised up its 2022 core inflation forecast to 2.5-3.5%, 
compared to 2.0-3.0% previously. It raised the all-item CPI 
inflation forecast to 4.5-5.5% this year, compared to 2.5-3.5% 
previously. 

The MAS expects Singapore’s GDP growth to be 3-5% this year. 
Advance estimates indicate that Singapore’s GDP expanded by 
only 0.4% QoQ seasonally-adjusted in Q1 2022, compared to 
2.3% in Q4 last year. The MAS says that, due to global 
geopolitical and other disruptions, Singapore’s trade-related 
and modern service sectors could grow more slowly this year 
than in 2021. However, the domestic-oriented and travel-
related sectors could show stronger growth this year with the 
recent easing of social distancing measures and border 
controls. 

We think the MAS will maintain a tightening bias in the current 
macro environment. While headline inflation is expected to ease 
in late 2022, macro uncertainty remains high with lingering 
supply-side issues due to the sanctions against Russia, the 
Omicron infections and lockdowns in China. The latest surge in 
agricultural commodity prices could add to the domestic 
inflationary pressures too. Singapore’s Goods and Services Tax 
is expected to go up to 8% in January 2023 from 7% currently. 
Given low unemployment, wage growth in Singapore could 
increase. Inflation pressures may therefore remain in the 
medium term. 

Faster Fed rate hikes and global trade slowdown remain key 
external risks to Singapore’s economy. However, given eased 
Covid restrictions and the strong labour market, we would 
expect a continued recovery of Singapore’s domestic-oriented 
sectors. Border reopening across Southeast Asia could trigger 
the release of pent-up demand, benefiting Singapore’s travel 
and tourism sectors. 

We think the SGD will stay supported by the resilient domestic 
economy as well as Singapore’s border opening strategies, but 
MAS guidance needs to be watched. 

ASEAN has been affected by several external macro headwinds, 
including expectations of faster Fed rate hikes, higher 
commodity prices, and supply chain disruption in China. 
However, with the upcoming summer holidays, we think that 
border reopening and the surging tourism could become growth 
drivers for many ASEAN economies. In addition, higher 
commodity prices could benefit some net commodity exporters 
(Malaysia and Indonesia) in the region. In equities, we would 
favour ASEAN financials in the rising rate environment as well 
as energy sectors (given higher oil prices). ASEAN credit could 
face headwinds with higher U.S. interest rates, but selective 
sectors (e.g., certain Indonesian HY) could offer opportunities. 
Broad ASEAN FX may be affected by strong USD, but we think 
currencies of commodity exporters and economies with hawkish 
central banks may outperform. 

07 Singapore: tightening monetary 
policy amid higher inflation 08 Conclusion
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Glossary

The Association of Southeast Asian Nations (ASEAN) comprises Indonesia, Malaysia, the Philippines, Singapore, Thailand, Brunei, 
Cambodia, Laos, Myanmar and Vietnam.

CNY is the currency code for the Chinese yuan. 

The consumer price index (CPI) measures the price of a basket of products and services that is based on the typical consumption of 
a private household. 

An emerging market (EM) is a country that has some characteristics of a developed market in terms of market efficiency, liquidity 
and other factors, but does not meet all developed market criteria.

The Federal Reserve (Fed) is the central bank of the United States. 

Gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a country's borders in a 
specific time period.

High yield (HY) bonds are higher-yielding bonds with a lower credit rating than investment-grade corporate bonds, Treasury bonds 
and municipal bonds. 

HKD is the currency code for the Hong Kong dollar.

IDR is the currency code for the Indonesia Rupiah.

INR is the currency code for the Indian Rupee. 

JPY is the currency code for the Japanese yen, the Japanese currency. 

KRW is the currency code for the Korean won.

The Monetary Authority of Singapore (MAS) is the central bank of Singapore.

MYR is the currency code for the Malaysian ringgit.

A nominal effective exchange rate (NEER) is the weighted exchange rate of a currency against a basket of other currencies.

PHP is the currency code for the Philippine peso. 

Price/earnings (P/E) ratios measure a company's current share price relative to its per-share earnings. In this context, LTM refers to 
last twelve months' earnings.

Purchasing manager indices (PMI) provide an indicator of the economic health of the manufacturing sector and are based on five 
major indicators: new orders, inventory levels, production, supplier deliveries and the employment environment. The composite PMI 
includes both manufacturing and services sectors. They can be published by public sector or private agencies (e.g. Caixin, Nikkei).

SGD is the currency code for the Singapore dollar.

THB is the currency code for the Thai baht. 

Treasuries are bonds issued by the U.S. government. 

TWD is the currency code for the Taiwan dollar.

USD is the currency code for the U.S. Dollar. 
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recommendation. To the extent that this document makes reference to any specific investment opportunity, its contents have not been reviewed. 

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in relation to 
the investments contained herein. If you are in any doubt about any of the contents of this document, you should obtain independent professional 
advice. This document has not been approved by the Securities and Futures Commission in Hong Kong nor has a copy of this document been 

registered by the Registrar of Companies in Hong Kong and, accordingly, (a) the investments (except for investments which are a “structured 
product”, as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (the “SFO”)) may not be offered or sold in Hong 
Kong by means of this document or any other document other than to “professional investors” within the meaning of the SFO and any rules made 

thereunder, or in other circumstances which do not result in the document being a “prospectus” as defined in the Companies (Winding Up and 
Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) (“CO”) or which do not constitute an offer to the public within the meaning 
of the CO and (b) no person shall issue or possess for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or 

document relating to the investments which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong 
(except if permitted to do so under the securities laws of Hong Kong) other than with respect to the investments which are or are intended to be 
disposed of only to persons outside Hong Kong or only to “professional investors” within the meaning of the SFO and any rules made thereunder.

Singapore
The contents of this document have not been reviewed by the Monetary Authority of Singapore (“MAS”). The investments mentioned herein are not 

allowed to be made to the public or any members of the public in Singapore other than (i) to an institutional investor under Section 274 or 304 of the 
Securities and Futures Act (Cap 289) (“SFA”), as the case may be (as any such Section of the SFA may be amended, supplemented and/or replaced 
from time to time), (ii) to a relevant person (which includes an Accredited Investor) pursuant to Section 275 or 305 and in accordance with other
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conditions specified in Section 275 or 305 respectively of the SFA, as the case may be (as any such Section of the SFA may be amended, 
supplemented and/or replaced from time to time), (iii) to an institutional investor, an accredited investor, expert investor or overseas investor (each 
as defined under the Financial Advisers Regulations) (“FAR”) (as any such definition may be amended, supplemented and/or replaced from time to 

time) or (iv) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA or the FAR (as the same may 
be amended, supplemented and/or replaced from time to time).

United States 
In the United States, brokerage services are offered through Deutsche Bank Securities Inc., a broker-dealer and registered investment adviser, 
which conducts securities activities in the United States. Deutsche Bank Securities Inc. is a member of FINRA, NYSE and SIPC. Banking and lending 

services are offered through Deutsche Bank Trust Company Americas, member FDIC, and other members of the Deutsche Bank Group. In respect of 
the United States, see earlier statements made in this document. Deutsche Bank makes no representations or warranties that the information 
contained herein is appropriate or available for use in countries outside of the United States, or that services discussed in this document are available 

or appropriate for sale or use in all jurisdictions, or by all counterparties. Unless registered, licensed as otherwise may be permissible in accordance 
with applicable law, none of Deutsche Bank or its affiliates is offering any services in the United States or that are designed to attract US persons (as 
such term is defined under Regulation S of the United States Securities Act of 1933, as amended).This United States-specific disclaimer will be 

governed by and construed in accordance with the laws of the State of Delaware, without regard to any conflicts of law provisions that would 
mandate the application of the law of another jurisdiction.

Germany 
This document has been created by Deutsche Bank Wealth Management, acting through Deutsche Bank AG and has neither been presented to nor 
approved by the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht). For certain of the investments 

referred to in this document, prospectuses have been approved by competent authorities and published. Investors are required to base their 
investment decision on such approved prospectuses including possible supplements. Further, this document does not constitute financial analysis 
within the meaning of the German Securities Trading Act (Wertpapierhandelsgesetz) and, thus, does not have to comply with the statutory 

requirements for financial analysis. Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal 
Republic of Germany with principal office in Frankfurt am Main. It is registered with the district court (“Amtsgericht”) in Frankfurt am Main under No 
HRB 30 000 and licensed to carry on banking business and to provide financial services. Supervisory authorities: The European Central Bank 

(“ECB”), Sonnemannstrasse 22, 60314 Frankfurt am Main, Germany and the German Federal Financial Supervisory Authority (“Bundesanstalt für
Finanzdienstleistungsaufsicht” or “BaFin”), Graurheindorfer Strasse 108, 53117 Bonn and Marie-Curie-Strasse 24-28, 60439 Frankfurt am Main, 
Germany.

India 
The investments mentioned in this document are not being offered to the Indian public for sale or subscription. This document is not registered 

and/or approved by the Securities and Exchange Board of India, the Reserve Bank of India or any other governmental/ regulatory authority in India. 
This document is not and should not be deemed to be a “prospectus” as defined under the provisions of the Companies Act, 2013 (18 of 2013) and 
the same shall not be filed with any regulatory authority in India. Pursuant to the Foreign Exchange Management Act, 1999 and the regulations 

issued there under, any investor resident in India may be required to obtain prior special permission of the Reserve Bank of India before making 
investments outside of India including any investments mentioned in this document.

Italy
This report is distributed in Italy by Deutsche Bank S.p.A., a bank incorporated and registered under Italian law subject to the supervision and control 
of Banca d’Italia and CONSOB. 

Luxembourg 
This report is distributed in Luxembourg by Deutsche Bank Luxembourg S.A., a bank incorporated and registered under Luxembourg law subject to 

the supervision and control of the Commission de Surveillance du Secteur Financier. 

Spain 

Deutsche Bank, Sociedad Anónima Española is a credit institution regulated by the Bank of Spain and the CNMV, and registered in their respective 
Official Registries under the Code 019. Deutsche Bank, Sociedad Anónima Española may only undertake the financial services and banking activities 
that fall within the scope of its existing license. The principal place of business in Spain is located in Paseo de la Castellana number 18, 28046 -

Madrid. This information has been distributed by Deutsche Bank, Sociedad Anónima Española. 

Portugal

Deutsche Bank AG, Portugal Branch is a credit institution regulated by the Bank of Portugal and the Portuguese Securities Commission (“CMVM”), 
registered with numbers 43 and 349, respectively and with commercial registry number 980459079. Deutsche Bank AG, Portugal Branch may only 
undertake the financial services and banking activities that fall within the scope of its existing license. The registered address is Rua Castilho, 20, 

1250-069 Lisbon, Portugal. This information has been distributed by Deutsche Bank AG, Portugal Branch.
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Austria
This document is distributed by Deutsche Bank AG Vienna Branch, registered in the commercial register of the Vienna Commercial Court under 
number FN 140266z. Deutsche Bank AG is a public company incorporated under German law and authorized to conduct banking business and 

provide financial services. It is supervised by the European Central Bank (ECB), Sonnemannstraße 22, 60314 Frankfurt am Main, Germany and by 
the Federal Financial Supervisory Authority (BaFin), Graurheindorfer Straße 108, 53117 Bonn, Germany and Marie-Curie-Strasse 24-28, 60439 
Frankfurt am Main, Germany. The Vienna branch is also supervised by the Austrian Financial Market Authority (FMA), Otto-Wagner Platz 5, 1090 

Vienna. This document has neither been submitted to nor approved by the aforementioned supervisory authorities. Prospectuses may have been 
published for certain of the investments mentioned in this document. In such a case, investment decisions should be made solely on the basis of the 
published prospectuses, including any annexes. Only these documents are binding. This document constitutes marketing material for informational 

and promotional purposes only and is not the result of any financial analysis or research.

The Netherlands

This document is distributed by Deutsche Bank AG, Amsterdam Branch, with registered address at De entree 195 (1101 HE) in Amsterdam, the 
Netherlands, and registered in the Netherlands trade register under number 33304583 and in the register within the meaning of Section 1:107 of 
the Netherlands Financial Supervision Act (Wet op het financieel toezicht). This register can be consulted through www.dnb.nl. 
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