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WHY ARE YOU EXCITED ABOUT ASIA NOW?
Year to date, the MSCI Asia Pacific ex Japan index has
gained 12%1 and has surpassed post-Global Financial
Crisis highs set in April 2011. Despite the year-to-date
gain, the region’s valuation remains attractive. Asia
Pacific ex Japan (Asia) companies as a group are trading
significantly below their historical average price to book
ratio (this valuation metric measures the book value of
equity and is not as volatile as earnings-based measures)
which has historically been a strong indicator for future
returns. Such a market provides ample opportunities for
a bottom-up valuation-oriented manager.

Fig.1. MSCI Asia Pacific ex Japan price-to-book (x)
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Asian valuations are not only cheap relative to history,
but are also cheaper relative to developed markets – a
large pricing anomaly resulting from 2013’s rush to
developed market equities. We expect investor interest
to rotate to Asia as the market focuses on Asia’s
attractive starting valuations.

Asia is cheap and remains a growth region.
Apart from valuations, another catalyst for more
robust Asian growth stems from developed market
dynamism. There are encouraging signs on this front.
Over the past few quarters, developed economies
have displayed positive signs of growth. Historically,
developed market economic strength has been a good
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indicator that there will be a pick-up in Asian GDP
growth underpinned by exports. Consensus forecast
Asian growth to remain robust in 2015, helped along
by this cyclical recovery in the West. Equally, Asia
continues to be one of the fastest-growing economic
regions globally.
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Asian equities have been cheaper than current
valuations at times of stress. However, we still see
current levels as a good entry point. Furthermore,
most global macro concerns appear to have been
discounted at current valuations. With European and
US equities no longer cheap, the cyclical recovery in
the West has been priced in. Now, Asia is poised to
benefit from the same economic dynamics.

WHY AN ASIAN DIVIDEND INVESTMENT
STRATEGY IS PARTICULARLY
ATTRACTIVE NOW?
Dividends in Asia are at all-time highs.
The environment has never been better for dividend
investing. A number of reasons back this statement.
Firstly, investors should note that the dividends
paid by Asian companies have never been higher.
This is especially important given the search for yield
continues to dominate investment trends.
Fig.2. MSCI Asia Pacific ex Japan aggregate
dividend per share (index points)

Secondly, the number of Asian companies paying
dividends has gone up. In the 1990s, less than 50% of
region’s stocks paid dividends. That number is now 90%.
Why is this so? We believe that we are in the midst
of a structural adjustment in Asian corporate culture.
Company management is increasingly incentivised
to increase returns to shareholders. Of which,
returning dividends to shareholders from profits
is becoming one of the preferred routes. Recent
developments in Korea support our thesis. Korean
companies have historically not had a strong dividend
culture. As a result, the Korean market is the lowest
yielding in Asia. However, in another sign that a
focus on dividends is taking root in Asia, the Korean
government is currently exploring options to motivate
Korean companies to raise their dividends.
Our third point underscores the development that
high dividend paying stocks are no longer confined
to the traditionally “safe and defensive stocks”.
Cyclical stocks have delivered good yields over last
few quarters as dividends have grown relative to their
stock valuations.
Lastly, the importance of dividends to total
investment returns cannot be overstated. Research
has shown that through the power of compounding,
reinvestment of dividends is responsible for over 50%
of total returns in Asia Pacific ex Japan equities over
the last 15 years2.

20
18
16
14
12
10

WHERE DO YOU SEE OPPORTUNITIES?
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Aggregate Dividend per Share
Source: MSCI, Bloomberg, Eastspring Investments, data as
of 31 August 2014. Chart of trailing 12 month aggregate
gross dividends per share of the MSCI Asia Pacific ex Japan
index. For illustrative purposes.
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We have witnessed a divergence of valuations within
Asia, especially between defensive and cyclical stocks
and intend to exploit these valuation discrepancies. We
have observed companies exposed to the economic
cycle (cyclicals) de-rated as investors have abandoned
these stocks due to pessimistic growth outlooks.
In contrast, the market has paid a premium for
defensive companies more insulated from the global
economy. As a result, cyclical companies have fallen

Source: Datastream, CLSA Asia Pacific Markets, Eastspring Investments, 31August 2014.
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out of favour and are trading at historically cheap
valuations relative to defensive companies. We expect
these relative valuations to mean-revert and expect
cyclical companies to outperform defensives as
economic activity strengthens. We have seen this start
to happen this year.

Fig.3. Trailing price-to-book ratio discount of Asia
Pacific ex Japan cyclicals to defensives (x)
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HOW DOES EASTSPRING INVESTMENTS
– ASIAN EQUITY INCOME FUND BENEFIT
FROM THESE TRENDS?
Eastspring Investments has been managing successful
dividend-focused equity strategies since 2005. The
Eastspring Investments – Asian Equity Income Fund (the
“Fund”) has been a part of this capability since 2007.
Over the past few quarters, our Fund has been
selectively rotating to cyclical exposure. Relative
valuations and yields of companies in these cyclical
sectors have become appealing. Currently, the Fund
is overweight in the materials and energy sectors. The
Fund is also marginally overweight regional financials.
As a result of our active sector weights in our
diversified regional portfolio, the Fund aims to deliver
higher yield at cheaper valuations than its regional
benchmark.
Fig.4. Historical yield of the Fund versus historical
yield of the region (%)
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Source: Company Data, MSCI, Credit Suisse estimates,
Eastspring Investments, data as of 31 August 2014.
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Furthermore, some of the Asian cyclicals are offering
decent yields. We believe these companies are trading
below their historical average valuations which
provide a margin of safety and offer an opportunity
to receive dividends and gain exposure to a cyclical
recovery in Asia.

Attractively valued cyclical yield stocks offer
exposure to income and Asian growth.
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Source: Bloomberg, Eastspring Investments, data as of
31 August 2014. Benchmark is the MSCI Asia Pacific ex
Japan Index. 12-month net trailing yield. For illustrative
purposes only.
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The dual focus on valuation and dividend yield in
the Fund capitalises on both dividends as well as
capital growth. This enables our Fund to distribute
to investors attractive payouts above the average
regional market dividend yield, potentially boosting
our distribution share-class investors’ income. Finally,
we believe the Fund is well-positioned to capture
potential market upside given our tilt towards cheaper
cyclical yield stocks.

The dual focus on valuation and dividend
yield in the Eastspring Investments – Asian
Equity Income Fund combines income with
capital growth to deliver total returns to
our investors.

INVESTMENT STRATEGY
In our Fund, we aim to capture the tailwinds driven
by the deepening dividend culture in Asia. We aim
to deliver a yield premium over the average dividend
yield of the region at attractive valuations. By doing
so, our Fund reaps a sustainable level of equity income
while remaining exposed to potential capital growth,
maximising distributions and total returns for investors.
As part of our investment process, we identify
investment candidates with sufficient dividend yield,
liquidity, and attractive valuations before we perform
in-depth research into candidates that pass muster.
Our Fund is a carefully constructed portfolio of stocks.
In the current environment, we have been selectively
adding Asian cyclical exposure. As a whole, our Fund
has a higher yield than the benchmark average, has
cheaper valuations, and offers a diversified exposure to
Asia’s future development and growth.
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ADDING IT UP
Overall, the balance of cyclical growth tailwinds,
dividends, and valuations create a compelling case
for a dividend investment strategy in Asia.
For investors with the appetite for equity volatility
and a long-term investment horizon, dividend
investing is a comprehensive investment style for
capturing total returns in Asia.
		Asia Pacific ex Japan valuations are cheap
relative to its history and to other regions, while
Asian growth remains superior.
		The dividend culture in Asia has gone through
structural change and will likely to continue
to improve.
		The Fund enhances total return by seeking
equity income and capital growth.
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Disclaimer
This document is issued in:
Singapore by Eastspring Investments (Singapore) Limited (Company Reg No. 199407631H). The fund is recognised under the
Securities and Futures Act of Singapore. Eastspring Investments (Singapore) Limited is the appointed Singapore Representative and
agent for service of process in Singapore.
Hong Kong by Eastspring Investments (Hong Kong) Limited
United Arab Emirates by Eastspring Investments Limited which has its office at Precinct Building 5, Level 6, Unit 5, Dubai International
Financial Center, Dubai, United Arab Emirates. Eastspring Investments Limited is duly licensed and regulated by the Dubai Financial
Services Authority (DFSA). This information is directed at Professional Clients as defined by the Conduct of Business rulebook of the
DFSA and no other person should act on it.
Luxembourg by Eastspring Investments (Luxembourg) S.A., Grand-Duchy of Luxembourg
United Kingdom by Eastspring Investments (Luxembourg) S.A. - UK Branch, 125 Old Broad Street, London EC2N 1AR
This document has not been reviewed by the regulators of the above entities such as Securities and Futures Commission, Hong Kong,
Monetary Authority of Singapore, Dubai Financial Services Authority etc.
The Fund is a sub-fund of Eastspring Investments (“the SICAV”), an open-ended investment company with variable capital (Société
d’Investissement à Capital Variable) registered in the Grand Duchy of Luxembourg, which qualifies as Undertaking for Collective in
Transferable Securities (“UCITS”) under relevant EU legislation.
All transactions into the Fund should be based on the latest available prospectus, Key Investor Information Document (KIID), and any
applicable Fund or share class offering document of the SICAV. Hong Kong investors should refer to the Hong Kong Summary Prospectus
and Product Key Fact Statements (“KFS”). Singapore investors should refer to the Singapore Prospectus and Product Highlights Sheet
(“PHS”). Such documents, together with the annual and semi-annual financial reports and the articles of incorporation of the SICAV,
may be obtained free of charge from Eastspring Investments (Luxembourg) S.A. at 26, Boulevard Royal, L-2449 Luxembourg, GrandDuchy of Luxembourg, or at relevant Eastspring Investments business units/website and their distribution partners.
This document is solely for information and does not have any regard to the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this document. This document is not intended as an offer, a solicitation of
offer or a recommendation, to deal in shares of securities or any financial instruments.
Please refer to the offering documents for details on fees and charges, dealing & redemption, product features, risk factors and seek
professional advice before making any investment decision. An investment in the Fund is subject to investment risks, including the
possible loss of the principal amount invested. The value of shares in the Fund and the income accruing to the shares, if any, may fall or
rise. Where an investment is denominated in a currency other than your base currency exchange rates may have an adverse effect on
the value price or income of that investment. You should not make any investment decision solely based on this document. Investors
may wish to seek advice from a financial adviser before purchasing units of the Fund. In the event that he chooses not to seek advice
from a financial adviser, he should consider carefully whether the Fund in question is suitable for him.
Past performance and the predictions, projections, or forecasts on the economy, securities markets or the economic trends of the
markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the funds managed
by Eastspring Investments. There are limitations to the use of indices as proxies for the past performance in the respective asset
classes/sector.
The Fund may use derivative instruments for efficient portfolio management and hedging purposes.
The Fund may, at its discretion, pay dividends out of capital or gross income while charging all or part of its fees and expenses to its
capital, resulting in higher distributable income. Thus, the Fund may effectively pay dividends out of capital. Payment of dividends
out of capital (effective or not) amounts to a return or withdrawal of part of an investor’s original investment or from any capital
gains attributable to that original investment, which may result in an immediate reduction of the net asset value per share/unit. The
distributions, including amounts and frequency, are not guaranteed and are subject to the discretion of the Fund. Past dividends
declared are not a forecast or projection of future distributions.
The preceding paragraph is only applicable if the Fund intends to pay dividends / distributions.
Eastspring Investments companies (excluding JV companies) are ultimately wholly-owned / indirect subsidiaries / associate of Prudential
plc of the United Kingdom. Eastspring Investments companies (including JV’s) and Prudential plc are not affiliated in any manner with
Prudential Financial, Inc., a company whose principal place of business is in the United States of America.
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United Kingdom
For the purpose of UK law, the SICAV fund, which information is hereby disclosed, is a recognized scheme under section 264 of
the Financial Services and Markets Act 2000. Please note that the protections provided by the UK regulatory system, especially for
retail clients, do not apply to offshore investments. Compensation under the UK Financial Services Compensation Scheme will not
be available and UK cancellation rights do not apply. Relevant information on the SICAV is also available at Eastspring Investments
(Luxembourg) S.A. - UK Branch, 84 Brook Street, W1K 5EH London and on www.eastspring.co.uk.
Norway
The fund has been notified and registered with the Norwegian Financial Supervisory Authority (Finanstilsynet) in accordance with
UCITS Directive 2009/65/EC.
Sweden
The SICAV is a UCITS which has been passported into Sweden for marketing and sale to the public for the purpose of the Swedish
Investment Funds Act (Sw. lag (2004:46) ominvesteringsfonder) and has therefore been registered by the Swedish Financial
Supervisory Authority (Sw. Finansinspektionen) pursuant to the Swedish Investment Funds Act. This marketing material only refers
to sub-fund(s) and share classes of the SICAV which have been passported for marketing and sale into Sweden under the Swedish
Investment Funds Act.
Switzerland
In Switzerland, the documents referred to above may also be obtained free of charge from (i) First Independent Fund Services Ltd,
having its registered office at Klausstrasse 33, CH-8008 Zurich, who is acting as Swiss Representative Agent of the SICAV and (ii) NPBNew Private Bank Ltd, having its registered office at Limmatquai 1/am Bellevue, CH-8022 Zurich, who is acting as Swiss Paying Agent
of the SICAV.
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