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Hong Kong, 29 July 2010 

 
Sarasin predicts Asian currencies and Western equity 
markets will be the real winners of RMB reform 
 
In light of China’s announcement ofIn light of China’s announcement ofIn light of China’s announcement ofIn light of China’s announcement of reform to the RMB exchange rate regime, Sarasin has  reform to the RMB exchange rate regime, Sarasin has  reform to the RMB exchange rate regime, Sarasin has  reform to the RMB exchange rate regime, Sarasin has 

increased holdings of sincreased holdings of sincreased holdings of sincreased holdings of shorthorthorthort----dated emerging marketdated emerging marketdated emerging marketdated emerging market (EM) (EM) (EM) (EM) bonds and currencies, according to  bonds and currencies, according to  bonds and currencies, according to  bonds and currencies, according to 

the Sarasin House Report Quarter 3 2010 the Sarasin House Report Quarter 3 2010 the Sarasin House Report Quarter 3 2010 the Sarasin House Report Quarter 3 2010 Market View by Guy Market View by Guy Market View by Guy Market View by Guy Monson, Monson, Monson, Monson, Chairman of Sarasin Chairman of Sarasin Chairman of Sarasin Chairman of Sarasin 

Group’sGroup’sGroup’sGroup’s Investment Policy Committee Investment Policy Committee Investment Policy Committee Investment Policy Committee.  According to Sarasin, a stronger RMB will be .  According to Sarasin, a stronger RMB will be .  According to Sarasin, a stronger RMB will be .  According to Sarasin, a stronger RMB will be 

reflatreflatreflatreflationary for thionary for thionary for thionary for the global economy and deflationary for China, benefiting both, while reducing e global economy and deflationary for China, benefiting both, while reducing e global economy and deflationary for China, benefiting both, while reducing e global economy and deflationary for China, benefiting both, while reducing 

trade friction and rebalancing global demand. trade friction and rebalancing global demand. trade friction and rebalancing global demand. trade friction and rebalancing global demand.     

 

This global story supports a renewed rally in risk assets, increases the risk of bonds at today’s 

ultra-low yields, and highlights the potential of blue-chip companies that operate globally and have a 

strong emerging market presence.  On the back of these trends, the giant exporters based in France 

and Germany, whose combined exports exceed either those of China or the US by almost 25%, will 

especially benefit given China’s soaring wage costs.   

 
Guy Monson, Guy Monson, Guy Monson, Guy Monson, Chairman of the Investment Policy CommitteeChairman of the Investment Policy CommitteeChairman of the Investment Policy CommitteeChairman of the Investment Policy Committee    

“Asian investors should strongly consider investing in Asia from beyond Asia.  We fully expect 

companies selling into the emerging growth miracle to deliver better results than local players. The 

valuations and currency advantages of Western-based companies are compelling.” 

 

In the face of volatile economic data, fundamental moves in the tectonic plates of currency markets, 

and rising inflation across the emerging world, Sarasin offers the following recommendations: 

 

1. Sarasin’s “Nifty Fifty” global equity theme* remains strong.  This is driven by rising inflation 

and input costs which will be passed on to consumers, creating independence from the 

current inflation/deflation debate.  Unit costs are falling in the West at their fastest rate in 

almost 50 years.  Combined with non-financial cash flow climbing at its fastest rate in 

decades, companies have considerable financial autonomy, allowing consistent dividend 

increases in excess of inflation.  Growth in the emerging world, and demand for more 

sophisticated infrastructure (e.g. power stations, robotics, transport, healthcare) has 

created opportunities to leverage Western intellectual property and innovations in the 

technology, infrastructure and pharmaceutical sectors.  Management has also 

demonstrated determination in maintaining margins despite rising input costs, further 

supporting our focus on the “Nifty Fifty” export-driven, cash-rich global businesses which are 

at the heart of Sarasin’s EquiSar family of funds. 

 

2. While the reform of the RMB exchange rate regime is likely to attract funds to Asia, Sarasin 

recommends playing this funds-flow story through short-term EM bonds, rather than 

increasing EM equity holdings.  Due to higher input prices, rising labour costs, and 

valuations dependent on very optimistic earnings, Sarasin prefers its global “Nifty Fifty” 

theme to regional EM stocks. 
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3. Global equity dividend income is significantly more attractive for long-term income 

generation than the ultra-low nominal yields produced by bonds, both corporate and 

government.  At current levels, bond yields cannot satisfy Sarasin’s total return targets or 

inflation risk budgets set for private and charitable clients.  Dividend increases continue 

above expectations with the exception of BP, reinforcing Sarasin’s long-held view that 

clients should globally diversify income sources. 

 

4. Abnormally high correlations continue across global markets as investors appear to see 

asset allocation as a simple “risk-on/risk-off” decision.  The current situation is reminiscent 

of equity markets in 2002, when, in the second year of the technology crash, correlations 

surged as investors rushed to “de-risk”. The resulting sell-off created huge value 

opportunities, producing five years of extraordinary alpha opportunities across world 

markets.  On a thematic basis, Sarasin forecasts the need for emerging world financial 

services, cloud computing, dietary and healthcare challenges for the new EM middle class, 

and service solutions as governments cut back, as repositories of tomorrow’s equity alpha. 

 

5. Sarasin continues to see gold as an effective hedge against the possible failure of the more 

radical fiscal and monetary policies being adopted globally. Given risks associated with the 

US financial outlook, gold will act as a hedge against a dollar-currency crisis, as in the euro 

crisis, for some months yet. Gold is also preferred to longer-dated conventional government 

bonds as inflation remains a last resort for governments if fiscal consolidation fails. 

 
****    Examples of 'Nifty Fifty' (large cap, buy and hold growth stocks that can attract disproportionate 
institutional buying power) include: Roche, Cisco, Intel, Kubota, Genting Berhad, SMRT Corporation, 
Hynix Semiconductors, Asian Bamboo, and Singapore Post Ltd. 

 

To view Sarasin’s Q3 House Report, please visit: 

http://www.sarasin.co.http://www.sarasin.co.http://www.sarasin.co.http://www.sarasin.co.uk/internet/ieuk/house_report_uk/internet/ieuk/house_report_uk/internet/ieuk/house_report_uk/internet/ieuk/house_report_----_q3_2010.pdf_q3_2010.pdf_q3_2010.pdf_q3_2010.pdf. 

 
For more information please contact:For more information please contact:For more information please contact:For more information please contact:    
Renate Boerner  |  Marketing Communications Asia 
T: +852 2287 9733 or + 852 9229 5857  |  e-mail: renate.boerner@sarasin.com  
    
Sarasin Sarasin Sarasin Sarasin –––– Sustainable Swiss Private Banking s Sustainable Swiss Private Banking s Sustainable Swiss Private Banking s Sustainable Swiss Private Banking since 1841 ince 1841 ince 1841 ince 1841 –––– www.sarasin.com www.sarasin.com www.sarasin.com www.sarasin.com    
Sarasin Group has its roots as a leading Swiss private bank. As an international financial service 
provider committed to sustainability, it is now represented in more than 20 locations in Europe, the 
Middle East, and Asia. By end of December 2009 it managed total client assets of CHF 93.7 billion 
and employed around 1,500 staff. Its majority shareholder is the AAA-rated Dutch Rabobank. 

    

Bank Sarasin & Cie AG, Hong Kong Bank Sarasin & Cie AG, Hong Kong Bank Sarasin & Cie AG, Hong Kong Bank Sarasin & Cie AG, Hong Kong –––– www.sarasin.hk www.sarasin.hk www.sarasin.hk www.sarasin.hk    

As the first branch of Bank Sarasin & Cie AG outside Switzerland, and our second booking centre in 

Asia, BSC HK is an Authorized Institution regulated by the Hong Kong Monetary Authority and a 

Registered Institution regulated under the Securities and Futures Ordinance (Chapter 571 of the 

Laws of Hong Kong). BSC HK provides a complete set of high quality private banking and wealth 

management services to private and institutional clients in the region. 

 
Important notice Important notice Important notice Important notice     

This document has been prepared by BSC HK for information purposes only. It contains selected information 

and does not purport to be complete. This document is based on publicly available information and data (“the 
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Information”) believed to be correct, accurate and complete. BSC HK has not verified and is unable to 

guarantee the accuracy and completeness of the Information contained herein. Possible errors or 

incompleteness of the Information does not constitute legal grounds (contractual or tacit) for liability, either 

with regard to direct, indirect or consequential damages. In particular, neither BSC HK, its shareholders and 

employees, nor any other Sarasin Group member shall be liable for the opinions, estimations and strategies 

contained in this document. The opinions expressed in this document, along with the quoted figures, data and 

forecasts, are subject to change without notice. A positive historical performance or simulation does not 

constitute any guarantee for a positive performance in the future. Discrepancies may emerge in respect of BSC 

HK’s own financial research or other publications of the Sarasin Group relating to the same financial 

instruments or issuers. It is impossible to rule out the possibility that a business connection may exist 

between a company which is the subject of research and a company within the Sarasin Group, from which a 

potential conflict of interest could result.  

 

This document does not constitute either a request or offer, solicitation or recommendation to buy or sell 

investments or other specific financial instruments, products or services. It should not be considered as a 

substitute for individual advice and risk disclosure by a qualified financial, legal or tax advisor. 

 

Please note that the current media release only provides a synopsis of a BSC research publication, not a 

complete summary of the report or the recommendations contained therein. The research report in question 

must be read in full before reaching any decisions on the investment recommendations it contains.  

 

This document is intended for persons working in countries or places where the Sarasin Group has a business 

presence. Neither BSC or any other Sarasin Group member accepts any liability whatsoever for losses arising 

from the use of the Information (or parts thereof) contained in this document.  

 

© Copyright Bank Sarasin & Cie AG. All rights reserved. 

 


