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Asia has just gone through a serious ‘de-rating’
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Japan, Nikkei 225 Price to Book Value

Source: Reuters EcoW in
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Valuations are almost back at their 1998, 2002 or 2008 troughs
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But our fundamental indicators are (not yet) very bullish
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Let’s go through the checklist to see why
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Sustained underperformance of banks is a sign that something is not quite right

Source: MW GaveKal / Reuters EcoWin
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.
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Global liquidity situation appears to still be deteriorating 

Source: MW GaveKal / GaveKal Research
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Fund flows are still a hurdle with foreign investors still heading for the door

Source: MW GaveKal / EPFR Global, Fund Flows Database, Morgan Stanley Research
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.



9

Though at the current pace, the selling could soon exhaust itself?

Source: MW GaveKal / EPFR Global, ICI, Nomura International (HK) Ltd
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.



10

Still, we are in the midst of an international liquidity squeeze

Source: MW GaveKal / GaveKal Research
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.
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Fortunately, however, this time the ‘whale’ should not be in Asia

Source: MW GaveKal / Reuters EcoWin
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The liquidity squeeze is having an impact on global & regional growth

Source: MW GaveKal / Reuters EcoWin
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.
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Markets seem to be pointing towards a recession

Source: MW GaveKal / Reuters EcoWin
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.

Indicator of Economic Sensitive Prices

Source: Reuters EcoWin
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The EMU Crisis is undeniably having an impact

Source: MW GaveKal / GaveKal Research
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.
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As is the Chinese tightening. Rise in Chinese inventories and accounts receivables is worrying 

Source: MW GaveKal / Reuters EcoWin
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.
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We are in the phase of the cycle where valuations are attractive, but 
liquidity is not yet ample and economic activity has yet to bottom
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We are probably two to three months from a market bottom. 
In the meantime, it’s a bottom-up stock picker’s time

Source: MW GaveKal / Bloomberg
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.

This is not investment advice. The above examples are for illustrative purposes. 
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Example 1: Kia Motors Corp

Source: MW GaveKal / Bloomberg
Confidential to recipient; not for reproduction or redistribution. Please refer to penultimate page for Important Disclosures.

Example 2: TCL Communications

This is not investment advice. The above examples are for illustrative purposes. The MW GaveKal Asian Opportunities UCITS Fund may or may not have positions in these securities.
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Important Disclosures

The content of this presentation has been approved by Marshall Wace GaveKal Asia Limited (“MW GaveKal”) for information purposes only and may only be communicated to persons who are 
of a kind to whom unregulated collective investment schemes may be promoted by virtue of Section 238(5) of the Financial Services and Markets Act 2000. It does not constitute an offer or 
solicitation to any person in any jurisdiction to purchase or sell any particular security, strategy or investment product. An offering can be made only by means of the Prospectus of the MW 
GaveKal Asian Opportunities UCITS Fund (“the Fund”), which is available on request from MW GaveKal and which includes a discussion of the terms of the investment and the risk factors.  No 
information in this document should be construed as providing financial, investment or other professional advice.  This information sheet is for the sole use of its intended recipient and may 
not be copied or otherwise distributed or published.

The distribution of the prospectus relating to the Fund (the “Prospectus”) is restricted in certain jurisdictions and accordingly it is the responsibility of any person wishing to make an application 
to invest therein to inform himself of, and to observe, all applicable laws and regulations of any relevant jurisdiction. 

United Kingdom: The MW GaveKal Asian Opportunities UCITS Fund is authorised as a UCITS scheme and has been recognised in the UK for the purposes of section 264 of the Financial 
Services and Markets Act 2000. The promotion of the Fund and the distribution of the Prospectus is restricted by law. Many of the protections provided by the United Kingdom’s regulatory 
regime will not apply to investors in the Fund, including access to the Financial Ombudsman Service and the Financial Services Compensation Scheme. 

United States: The shares of the Fund (the “Shares”) have not been and will not be registered under the Securities Act 1933 of the United States (as amended) (the “1933 Act”), or the 
securities laws of any of the States of the United States.  The Shares may not be offered, sold or delivered directly or indirectly in the United States or to or for the account or benefit of any "US 
Person" as defined in Regulation S under the 1933 Act except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the 1933 Act and any 
applicable State laws.  The Fund has not been and will not be registered under the United States Investment Company Act of 1940 (as amended) (the “1940 Act”) since Shares will only be sold 
to United States persons who are “qualified purchasers”, as defined in the 1940 Act.  There has not been and will not be any public offering of the Shares in the United States.

The value of all investments and the income derived there from can decrease as well as increase.  Prospective investors in the Fund should read the risk disclosure in the Prospectus. 
Past performance is not necessarily indicative of future results. Unless otherwise stated, returns are after trading costs, administration, management and incentive fees (“Net”).

MW GaveKal does not warrant the accuracy, adequacy or completeness of the information and data contained herein and expressly disclaims liability for errors or omissions in this information 
and data.  MW GaveKal accepts no liability for any loss or damage arising out of the use of, or reliance on, the information provided including, without limitation, any loss of profits or for any 
other damage, direct or indirect, save to the extent that such liability may not be excluded pursuant to relevant law or regulation.

Any opinions contained in this document may be changed after issue at any time without notice.
© Marshall Wace GaveKal Asia Limited 2011

Source: Marshall Wace GaveKal Asia Limited. Confidential to recipient; not for reproduction or redistribution.

19


