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Asia ex Strategy 
 The Seven-Year Itch 
 

 Risk reward equal each other if Asia returns to mean valuations over seven years — 
CAGR and the stdev of monthly returns would equal one another. If markets re-
test their October lows – still our base case – returns begin to look even more 
attractive if valuations return to mean over 10 years. Markets with the best CAGRs 
would be Hong Kong, Taiwan and Thailand. In terms of sectors, Tech, Media, and 
Telecoms followed by Banks would have the best CAGRs.  

 In 1982 the return to mean P/BV took 46 months; in the 1970s the USA took 114 

months — Assuming a five-year struggle, the CAGR would be 9.9%, if it takes 10 
years the CAGR is 5.7%. Asian cycles have historically stretched eight years. The 
last trough was in 2001, perhaps implying the next trough is in 2009. We continue 
to expect a trough P/BV of 0.9x – the same as the lows in 1982 and 1998. 

 Over the past 15 years Asia ex has fallen 31.5% — Since 1693 this has happened 
35 times in the UK with following returns positive 88% of the time. The USA since 
1821 has seen 17 occurrences and offered positive returns 17 times. Germany 
since 1871 has seen six such occurrences and only one decline followed. That 
was in 1939 when markets fell by 82% over the next 10 years – Talk about a flock 
of black swans.  

 Hong Kong, Singapore and Taiwan are now cheaper than in the past two recessions 

— The Tech sector is also cheaper than in the past two recessions. No other 
country or sector now offers the same valuations. Near the end of this report, we 
show CAGRs for stocks if their valuations were to return to their 10-year means 
over three, five and 10 years (Figure 7). 
 

Markus Rosgen1 
+852-2501-2752 
markus.rosgen@citi.com 

Elaine Chu1 
+852-2501-2768 
elaine.chu@citi.com 
  

 

See Appendix A-1 for Analyst Certification and important disclosures. 

 



Asia ex Strategy 
17 February 2009 

 

Citigroup Global Markets 2 
 

 

The Seven-Year Itch 

We titled our 2009 outlook published back in December 2008 Opportunity 
Knocks. We remain fully convinced that 2009 will offer plenty of attractive 
investment opportunities. Near-term the market is ahead of itself, willing to 
discount the downturn and look through to the next upturn. It’s still too early to 
do this. The MXASJ is at 278 with the top of its recent trading range at 300 – 
that’s 7.9% upside. Downside risk, back to the October low, is at 223, 
downside of 19.8%. We now feel disinclined to assume 70% upside vs. 30% 
downside risk on the trade just to break even. Whilst we would certainly prefer 
to spend an evening with an optimist than with a pessimist, at times a realist 
offers a better all-around package.  

Up until now, Asia ex has historically operated on an eight-year cycle from 
trough to trough – Nothing beats the lucky eight! If 2001 was the last trough-
global recession, then the next trough ought to be in 2009 – this year.  

In this report we look at returns if it takes three, five or 10 years to return to 
mean valuations (P/BV) seen over the past 10 years. Note the 10-year and 30-
year averages are one and the same: 1.8 times P/BV for Asia ex as a whole. At 
present the point of indifference – where the CAGR and stdev of monthly 
returns are the same – comes if Asia ex takes seven years to return to its 10-
year average P/BV. Anything beyond this and the CAGR is lower than the stdev 
of the prior 20-year monthly returns. 

In Asia ex, the longest period to return to average P/BV was the 46 months 
following the 1982 recession. In developed markets, the USA, the longest 
period post the 1920s was the 1973 to 1982 cycle, a full 114 months. 

If we look at which markets and sectors offer investors the highest returns if we 
return to the long-run mean P/BV, the ranking is: Highest CAGR is in Taiwan, 
Thailand and Hong Kong. We are overweight Taiwan and Hong Kong. The 
lowest CAGR would be the Philippines (UW), Malaysia (OW) and China (UW). 

In terms of sectors, the highest CAGR would be Tech, Media, and Telecoms 
followed by Banks and Real Estate. The lowest CAGR is Utilities, Consumer and 
other Financials. 

Hong Kong, Singapore and Taiwan now trade at cheaper valuations than in the 
prior two recessions. Only the Tech sector is trading lower while Real Estate is 
now in line with the prior two recessions.  

Near the end of this report we highlight some large cap stocks and their CAGRs 
if we return to 10-year average valuations (Figure 7). 

MXASJ to re-test the October low of 223 

before summer's end. Upside appears 

capped at 300. 

Over the past 30 years Asia has operated 

on an eight-year trough-to-trough cycle.  

Lucky eight! 

At some stage we will recover. We 

calculate CAGR if it takes three, five, or 

10 years to hit mean valuations. 

1982 required the most patient investors: 

it took 46 months to return to mean 

valuations.  

Best CAGR is in Taiwan, Thailand, and 

Hong Kong, while the worst is in the 

Philippines, Malaysia, and China. 

Tech, Media, Telecoms and Banks show 

the highest CAGRs. Utilities, Consumers 

and other Financials are the lowest. 

Hong Kong, Singapore, and Taiwan  

are now cheaper than in prior recessions  

as is Tech.  
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The Asian lucky 8-year cycle  

Figure 1 shows the Asian equity market cycle over the past 30-plus years. The 
regularity of the eight-year trough-to-trough cycle is surprising. However, the 
period from trough to peak has varied significantly. In the early 1970s cycle it 
took a little over six years whilst in the mid 1990s it took three years and 
change. In this last cycle at six years and two months we’ve enjoyed the second 
longest bull market. Whilst figure 1 offers a neat fit for the beginning of the 
next cycle sometime in late 2009, it begs the question as to why we assume 
2001 is the beginning of the cycle and not 1998? 1998 was an Asia 
phenomenon whilst 2001 was a global recovery. The 1990-2001 global cycle 
was longer than those seen previously partly thanks to the largess of global 
liquidity providers. If 2001 is the beginning of a new cycle, 2009 could well 
highlight the low point from which equity markets recover.  

Figure 1. Asia ex – Trough to trough is historically 8 years. Last trough 2001 … next trough 2009? 
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Source: MSCI, Citi Investment Research 

 

Clearly, the further the equity market falls, the higher the probability of a 
recovery. Our current game plan is that the recovery will look more like that of 
the early 1980s. Market troughed at 0.9 times P/BV in November 1982, spent 
five months climbing back up to 1.3 times, then spent five months falling back 
to 1.1 times. Next, the market spent four months rallying back to 1.4 times only 
to spend six months falling back to 1.1 times, then six months until reaching 
1.4 times again. All in all, this was a 26-month period when the market did not 
make a great deal of headway in terms of valuations. Given the severity of the 
current downturn, it does not require a huge leap of the imagination to see a 
similar scenario for Asian markets out of this recovery. We have not yet seen 
0.9 times P/BV – We expect that we will. 

Trough-to-trough has historically 

strtetched eight years. Last trough was in 

2001 … next trough 2009? 

The recovery could well look like the one 

following 1982 with sideways valuations 

for 26 months and a full 46 months to 

reach average valuations. 



Asia ex Strategy 
17 February 2009 

 

Citigroup Global Markets 4 
 

The point of indifference between returns and risk is seven years 

Figure 2 highlights the return profile of Asian markets under three scenarios. 
The first is that it takes Asian markets three years to recover to their 10-year 
average valuations. Over this period, dividends will be some 30% lower than 
today due to the decline in earnings and will stay 30% lower for the duration. 
At present the point of indifference of sorts, i.e. total return vs. standard 
deviation of returns is in year seven. The history of prior economic slowdowns 
is that it has taken between 17 and 46 months for valuations to return to their 
prior 10-year averages. The longest was coming out of the 1982 recession 
when it took a full 46 months, i.e. three years and 10 months (average 1.7x 
book). The shortest was the 1990 recession when it took only one year and five 
months (average 1.8x book). The 2001 slowdown proved to be the second-
longest with a 28-month, i.e. 2 year and 4 month, wait to return to mean (1.9x 
P/BV). 

Figure 2. HK, Taiwan & Thailand – Winners if current PBV returned to 10-year average in 3 years 

 Current If current PBV 
were to back to 

10-yr avg in 3 yrs' 
time and D/P 30% 

less 

If current PBV 
were to back to 

10-yr avg in 5 yrs' 
time and D/P 30% 
less in yr1-3 then 

at 10-yr avg in 
yr4-5 

If current PBV 
were to back to 
10-yr avg in 10 

yrs' time and D/P 
30% less in yr1-3 
then at 10-yr avg 

in yr4-10 

Standard 
dev of 

monthly 
returns 

since 
1988

 PBV (x) Total 
return

CAGR Total 
return 

CAGR Total 
return

CAGR (%)

Australia 1.55 72.5% 19.9% 79.8% 12.4% 98.1% 7.1% 5.8
China 1.73 28.8% 8.8% 33.3% 5.9% 44.8% 3.8% 11.1
Hong Kong 0.94 82.4% 22.2% 88.5% 13.5% 103.9% 7.4% 7.7
India 2.19 57.0% 16.2% 60.1% 9.9% 67.7% 5.3% 8.8
Indonesia 2.31 31.4% 9.5% 37.2% 6.5% 51.8% 4.3% 15.1
Korea 1.09 36.6% 11.0% 40.2% 7.0% 49.2% 4.1% 11.3
Malaysia 1.58 27.5% 8.4% 31.9% 5.7% 42.8% 3.6% 8.8
New Zealand 1.51 66.0% 18.4% 75.3% 11.9% 98.3% 7.1% 6.7
Philippines 1.83 1.7% 0.6% 5.5% 1.1% 15.0% 1.4% 9.4
Singapore 1.14 69.4% 19.2% 73.8% 11.7% 84.8% 6.3% 7.1
Taiwan 1.19 95.2% 25.0% 100.6% 14.9% 113.9% 7.9% 11.0
Thailand 1.11 93.9% 24.7% 99.5% 14.8% 113.6% 7.9% 11.5
Asia ex Japan 1.30 49.7% 14.4% 54.4% 9.1% 66.0% 5.2% 7.0
Asia Pacific ex Japan 1.38 54.8% 15.7% 60.3% 9.9% 74.0% 5.7% 6.2
Energy 1.73 32.2% 9.8% 38.9% 6.8% 55.5% 4.5% 6.9
Materials 1.62 41.0% 12.1% 47.1% 8.0% 62.3% 5.0% 6.9
Industrials 1.16 50.8% 14.7% 56.0% 9.3% 69.3% 5.4% 6.8
Consumer 1.89 21.2% 6.6% 26.3% 4.8% 39.1% 3.4% 5.5
Media 1.23 109.4% 27.9% 113.7% 16.4% 124.6% 8.4% 8.4
Banks 1.20 81.6% 22.0% 88.6% 13.5% 106.0% 7.5% 7.0
Real Estate 0.69 80.3% 21.7% 87.5% 13.4% 105.6% 7.5% 8.9
Other financials 1.82 26.1% 8.0% 31.8% 5.7% 46.2% 3.9% 7.7
Technology 1.38 118.8% 29.8% 121.8% 17.3% 129.4% 8.7% 9.9
Telecom 1.96 88.5% 23.5% 93.9% 14.2% 107.4% 7.6% 7.8
Utilities 1.40 8.9% 2.9% 15.5% 2.9% 31.9% 2.8% 6.0

Note: Assuming book value does not change 

Source: MSCI, Citi Investment Research estimates 

 

At year seven the CAGR equals the stdev 

of the prior 20-year returns. If markets 

revisit their October lows, reward exceeds 

the risk. 
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Return to mean in three years – HK, Taiwan, and Thailand are winners 

The three markets to be invested in if P/BV valuations return to their 10-year 
mean over the next three years are Taiwan with a 25% CAGR, Thailand with a 
24.7% CAGR and Hong Kong with a 22.2% CAGR. The three markets to avoid 
on this basis are the Philippines with a 0.6% CAGR, Malaysia with an 8.4% 
CAGR, and China with an 8.8% CAGR.  

In terms of sectors, Tech would show the highest return with a 29.8% CAGR, 
Media with a 27.9% CAGR and Telecoms with a 23.5% CAGR. Note that all are 
based on 10-year average P/BV, so it includes some of the TMT bubble, but 
most data is post the TMT bubble. The next two sectors to feature are Banks 
with a 22.0% CAGR and Real Estate with a 21.7% CAGR. Avoid Utilities with a 
2.9% CAGR and Consumer with a 6.6% CAGR at all cost. They outperformed 
as of late, so when the recovery comes they will probably underperform.  

The 5-year wait – Still bet on Thailand, Taiwan, and Hong Kong 

The ranking remains the same if one returns to the 10-year mean over five 
rather than three years (Figure 2). One slight change is that for the first three 
years the dividend is 30% lower, but in years four and five the dividend payout 
returns to the historic average as the economic downturn ends. 

This has the tendency to close the return gaps slightly between some of the 
higher dividend paying sectors, such as Banks with a 13.5% return CAGR in 4th 
place vs. the Telecoms sector on a 14.2% CAGR. In terms of countries, 
Australia – another high-yield play – moves up closer to the number three spot 
with a CAGR of 12.4% vs. Hong Kong's 13.5%. 

The 10-year wait – Will there ever be a recovery? 

Since 1871, in two periods it probably felt as if no recovery would be seen. The 
first was 1906 to 1919, during 144.5 months neither P/E nor dividend yield 
managed to rise above its 10-year moving average. That’s 12 years. The 
second period when it took an eternity for equity markets to return to their 
historic average was from 1973 to 1982. It took 114 months – 9.5 years – for 
the dividend yield and P/E to return to average valuations. As such, 10 years is 
probably as bearish as one wants to get right now. 

Here is the snag. Figure 2 highlights the CAGRs of sectors and countries if it 
takes 10 years to return to mean valuations Note that Figure 1 shows that 
historically Asian markets would have completed a full cycle by then!  

The far right column of Figure 2 shows the standard deviation of monthly 
returns since 1988. With the exception of Media no other sector has a return 
profile that even meets the standard deviations. Banks are next in line but even 
there the stdev is larger than the CAGR. The worst risk returns are Utilities, 
Consumer, and Energy with a low CAGR on a 10-year view and high relative 
stdev of monthly returns.  

New Zealand scores well on a risk-reward basis – their sauvignon blancs aren’t 
half bad either – with a CAGR of 7.1% vs. a standard deviation of returns of 
6.7%. The next in line is Hong Kong with a CAGR of 7.4% vs. a stdev of 7.7%. 
The markets with the worst return vs. risk are the Philippines with a CAGR of 
1.4% with a stdev of 9.4% and then Indonesia at 4.3% with a stdev of 15.1%. 

Hong Kong, Taiwan and Thailand have the  

highest CAGRs if valuations return  

to their 10-year mean. 

Tech, Telecom, Media and Banks offer 

the best sector CAGRs. Utilities and 

Consumer (a consensus OW) the least. 

From 1906 to 1919 the US market took 

12 years for valuations to return to 

average. In the 1970s it took nine years. 
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For the region as a whole if it took 10 years to return to mean P/BV valuations, 
i.e. a re-run of the 1970’s equivalent, the CAGR would be 5.7%. 

Revisit valuation lows & risk reward flips sharply in favour of reward 

Figure 3 retains the same theme but explores returns if P/BV valuations return 
to their P/BV lows. For the region, rather than showing a 5.7% CAGR it would 
rise to a CAGR of 10.1% over a 10-year period. If the MXASJ returns to its 
October lows, we would effectively find ourselves at these valuations. The risk 
reward at this stage is certainly in favour of equities with a CAGR of 10.1% vs. 
stdev of 6.2%. 

Figure 3. Asia ex – Risk/Reward at valuation lows 

 Historic 
low

If PBV were to 
back to 10-yr avg 
in 3 yrs' time and 

D/P 30% less 

If PBV were to 
back to 10-yr avg 
in 5 yrs' time and 
D/P 30% less in 

yr1-3 then at 10-
yr avg in yr4-5 

If PBV were to 
back to 10-yr avg 
in 10 yrs' time and 

D/P 30% less in 
yr1-3 then at 10-
yr avg in yr4-10 

Standard 
dev of 

monthly 
returns 

since 
1988

 PBV (x) Total 
return

CAGR Total 
return 

CAGR Total 
return

CAGR (%)

Australia 0.78 227.1% 48.4% 234.4% 27.3% 252.7% 13.4% 5.8
China 0.43 396.1% 70.6% 400.7% 38.0% 412.2% 17.7% 11.1
Hong Kong 0.76 123.3% 30.7% 129.4% 18.1% 144.8% 9.4% 7.7
India 1.30 162.1% 37.9% 165.1% 21.5% 172.7% 10.6% 8.8
Indonesia 0.81 250.5% 51.9% 256.4% 28.9% 271.0% 14.0% 15.1
Korea 0.45 219.6% 47.3% 223.2% 26.4% 232.2% 12.8% 11.3
Malaysia 0.64 204.2% 44.9% 208.6% 25.3% 219.5% 12.3% 8.8
New Zealand 0.80 199.1% 44.1% 208.3% 25.3% 231.3% 12.7% 6.7
Philippines 0.85 108.2% 27.7% 112.0% 16.2% 121.5% 8.3% 9.4
Singapore 0.77 144.3% 34.7% 148.7% 20.0% 159.7% 10.0% 7.1
Taiwan 1.09 111.6% 28.4% 117.0% 16.8% 130.3% 8.7% 11.0
Thailand 0.58 254.8% 52.5% 260.4% 29.2% 274.5% 14.1% 11.5
Asia ex Japan 0.78 143.8% 34.6% 148.5% 20.0% 160.1% 10.0% 7.0
Asia Pacific ex Japan 0.85 143.1% 34.5% 148.6% 20.0% 162.4% 10.1% 6.2
Energy 0.86 159.2% 37.4% 165.9% 21.6% 182.6% 10.9% 6.9
Materials 1.04 111.5% 28.4% 117.6% 16.8% 132.8% 8.8% 6.9
Industrials 0.89 93.1% 24.5% 98.4% 14.7% 111.6% 7.8% 6.8
Consumer 0.96 131.1% 32.2% 136.2% 18.8% 149.0% 9.6% 5.5
Media 0.46 437.0% 75.1% 441.3% 40.2% 452.1% 18.6% 8.4
Banks 0.99 116.9% 29.4% 123.8% 17.5% 141.3% 9.2% 7.0
Real Estate 0.45 165.7% 38.5% 172.9% 22.2% 191.1% 11.3% 8.9
Other financials 0.94 132.6% 32.5% 138.3% 19.0% 152.7% 9.7% 7.7
Technology 1.28 134.5% 32.9% 137.5% 18.9% 145.0% 9.4% 9.9
Telecom 1.23 195.9% 43.6% 201.3% 24.7% 214.8% 12.2% 7.8
Utilities 0.94 58.9% 16.7% 65.5% 10.6% 81.8% 6.2% 6.0

Note: Assuming book value does not change 

Source: MSCI, Citi Investment Research estimates 

 
Media would be the best performing sector with a CAGR of 18.6% over 10 
years, followed by Telecoms at 12.2%CAGR and Real Estate at 11.3% CAGR. 

The countries most affected by the 1997/98 crisis, Thailand and Indonesia 
would see the highest CAGRs. As a non-Asian crisis country, the Australian 
market at 13.4% would see the highest CAGR. 

If it takes 10 years, the CAGR  

would be 5.7% p.a.  

At the October lows the reward  

far outweighs the risk even if  

it takes 10 years. 
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Asia ex, 15 years if negative returns 

Over the course of the past 15 years the capital return of the MSCI AC Asia ex 
Japan has been -31.5% – Clearly, nothing to be proud of. The question now 
which is posed by many is should one go for equities or bonds. Clearly, 
historical data is a constraint in Asia ex so we turned to other parts of the world 
for a look at the return over the next 10 years if the past 15 years have shown 
negative returns of 30.6% to 32.4%. 

Here is what we found: In the case of England (and then the UK post 1707), 
data stretches back to 1693. In 35 instances the 15-year returns were a 
negative 28% to 34%. In 31 of these 35 occurrences, returns were positive, i.e. 
88% of the time with an average return of 40%. The maximum loss was 14% 
over the ensuing 10 years. 

Figure 4. Select Developed Economies – Returns over the 10 years following negative 15-year returns 
of 31-32% over hundreds of years in developed markets  

UK US Japan Germany 
5% 88% 11% 49% 

25% 100%  46% 
86% 108%  47% 
95% 103%  -82% 
88% 164%  438% 
87% 162%  407% 
75% 152%   
-14% 144%   
7% 140%   
7% 164%   
2% 180%   
3% 174%   
-2% 131%   
-6% 109%   
8% 40%   
8% 151%   

11% 197%   
49%    
53%    
46%    
74%    
74%    
76%    
77%    
77%    
81%    
69%    
69%    
69%    
67%    
50%    
16%    
16%    
6%    

-11%    

Source: Global Financial Data, Citi Investment Research 

 

 

Last 15 years has seen Asia ex  

fall by 2.6% p.a. or 31.5% over  

the whole period. 

Since 1693 this has happened  

35 times in the UK. Returns  

over the following 10 years have  

been positive 88% of the time. 
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In the case of the USA, the data starts in 1821 with 17 instances of negative 
returns over the prior 15 years. In all 17, returns were up by an average 136%, 
the lowest return was 40% over 10 years. In the case of Germany, data starts in 
1870. We see six instances of a negative 15-year return of the order of 28-
34%. Five of the six instances showed positive returns, i.e. 83% of the time.  

The one down period though was an 82% loss at the onset of World War II. 
Finally, in Japan since 1913 in one instance returns were 11% over the next 
decade. Together, the data suggests that following a protracted period of poor 
returns by an asset class, the risk that these returns remain poor, i.e. negative 
over the next 10 years, is small. Only 15% of the time did we see negative 
returns. However, we note that this may have been of little consolation to 
investors who bought German equities in 1939, but leaving another World War 
aside, the odds of positive returns outweigh those of negative returns. 

Where are we now in terms of valuations? 

Figure 5 highlights P/BV valuations today vs. the past two recessions. In terms 
of equity markets, Hong Kong at 0.9 times P/BV is now the cheapest market in 
Asia ex and trades below the lows of the past two recessions. According to the 
market at least, this downturn is worse than the last two recessions.  

Singapore, now on 1.1 times P/BV, is also cheaper than in each of the prior two 
recessions and alongside Korea and Thailand is the second-cheapest market in 
the region. 

Taiwan comes next at 1.2 times P/BV; this market is now also cheaper than in 
the prior two recessions and is the third-cheapest market in Asia ex. It is also 
still one of the biggest consensus underweights within an Asia ex portfolio. 
Hong Kong and Singapore are well-held in comparison. 

Figure 5. Hong Kong, Singapore and Taiwan – Now trading below prior two recession P/BV values 

 P/BV % up/down compared with 
 Current 90/91 00/01 90/91 00/01 Avg
Asia ex Jp 1.3 1.4 1.2 9.8 -9.2 0.3
Australia 1.5 1.1 2.2 -29.0 43.2 7.1
China 1.7 n/a 0.5 n/a -69.0 -69.0
HK 0.9 1.0 1.1 6.3 16.6 11.5
India 2.2 2.3 1.6 3.1 -25.6 -11.2
Indonesia 2.3 1.5 0.8 -33.7 -64.7 -49.2
Korea 1.1 1.0 0.8 -7.9 -24.1 -16.0
Malaysia 1.6 1.9 1.4 20.2 -11.8 4.2
New Zealand 1.5 0.8 1.4 -46.9 -10.0 -28.4
Philippines 1.8 2.2 0.9 20.1 -50.5 -15.2
Singapore 1.1 1.5 1.2 33.3 7.9 20.6
Taiwan 1.2 2.6 1.3 114.3 7.8 61.0
Thailand 1.1 1.9 1.4 69.8 25.4 47.6

Source: MSCI, Citi Investment Research 

 

Only the Tech sector is now cheaper than during the past two recessions (one 
of them was the Tech bubble burst). Amongst cyclicals, Energy and Materials 
are more expensive. Only Industrials are cheaper at 1.2x P/BV vs. 1.4x for 
Tech. 

Real Estate is now at the same P/BV low of 0.7x witnessed in the 2001 
downturn but cheaper than 0.9x during the 1990 downturn. 

In the USA since 1821 negative returns 

over 15 years has occurred 17 times with 

all followed by positive 10-year returns. 

Germany saw an 82% loss just ahead of 

WWII. Assuming no repeat, investors were 

still left with positive returns in five of six 

occurrences. 

Hong Kong, Singapore and Taiwan are 

now trading below P/BV values during the 

past two recessions. 

Tech is the only sector that is cheaper 

than in the past two recessions. Real 

Estate is now in line. 
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The biggest downside vs. prior recessions is still found in the Other Financials 
space (exchanges/brokerages), Energy and Materials with 27% and 28% 
declines and finally Consumer (another very consensus overweight) with 21% 
declines.  

 

Figure 6. Asia ex – Only Tech is cheaper than in the last two recessions. Real Estate is in line 

 P/BV % up/down compared with 
 Current 90/91 00/01 90/91 00/01 Avg
Energy 1.7 1.7 0.9 -2.7 -50.7 -26.7
Materials 1.6 1.2 1.1 -24.9 -31.3 -28.1
Industrials 1.2 1.4 1.0 21.7 -10.7 5.5
Consumer 1.9 1.6 1.4 -14.8 -27.8 -21.3
Media 1.2 0.5 1.6 -62.8 27.6 -17.6
Banks 1.2 1.0 1.6 -17.4 33.1 7.9
Real Estate 0.7 0.9 0.7 28.4 4.8 16.6
Other Financials 1.8 1.1 1.0 -37.1 -46.2 -41.6
Technology 1.4 1.5 1.8 9.3 27.6 18.4
Telecom 2.0 1.2 3.5 -37.5 79.5 21.0
Utilities 1.4 2.5 0.9 78.9 -33.0 22.9

Source: MSCI, Citi Investment Research 

 

Talk to me about stocks 

Figure 7 highlights the largest market cap stocks and their return profiles over 
the next three, five, or 10 years based on the same methodology we used for 
markets and sectors. Clearly some stocks won’t go slip their 10-year averages. 
We caution about excessive negativity on this subject as time and time again 
valuations have proven to be hugely mean reverting – aside from the 
unfortunate horse whip manufacturers at the dawn of the car age! Looking at 
the list below, we thankfully see few of these. 
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Figure 7. Asia ex – Investment returns if PBV returns to its 10-year average in 3, 5, or 10 years 

  2/10/2009 Total return CAGR 
Stock name RIC Price Current 

trailing 
P/BV

Rating 10-yr avg 
in 3 yrs

10-yr avg 
in 5 yrs

10-yr avg 
in 10 yrs 

10-yr avg 
in 3 yrs 

10-yr avg 
in 5 yrs

10-yr avg 
in 10 yrs

Wipro Ltd. WIPR.BO 225.6 2.5 2H 916.0% 917.0% 919.5% 116.6% 59.0% 26.1%
Hongkong Land Holdings Ltd. HKLD.SI 2.2 0.4 3L 708.4% 716.8% 737.9% 100.7% 52.2% 23.7%
ASUSTeK Computer Inc. 2357.TW 31.0 0.8 3M 416.9% 421.1% 431.7% 72.9% 39.1% 18.2%
Infosys Technologies Ltd. INFY.BO 1307.4 4.3 1M 337.3% 338.5% 341.7% 63.5% 34.4% 16.0%
Hon Hai Precision Industry Co. Ltd. 2317.TW 63.9 1.3 1M 320.2% 323.2% 330.8% 61.4% 33.4% 15.7%
CITIC Pacific Ltd. 0267.HK 9.8 0.4 3H 271.5% 281.3% 305.9% 54.9% 30.7% 15.0%
Hutchison Whampoa Ltd. 0013.HK 38.9 0.5 1L 167.0% 172.0% 184.5% 38.7% 22.2% 11.0%
Hynix Semiconductor Inc. 000660.KS 9630.0 0.5 1M 170.1% 170.1% 170.1% 39.3% 22.0% 10.4%
Nan Ya Plastics Corp. 1303.TW 34.4 1.1 3L 122.7% 134.1% 162.7% 30.6% 18.5% 10.1%
SK Telecom Co. Ltd. 017670.KS 203500.0 1.4 1M 133.3% 138.2% 150.5% 32.6% 19.0% 9.6%
Formosa Chemicals & Fibre Corp. 1326.TW 38.9 1.0 3L 106.2% 118.1% 147.9% 27.3% 16.9% 9.5%
ICICI Bank Ltd. ICBK.BO 428.1 1.1 1H 132.8% 136.9% 147.3% 32.5% 18.8% 9.5%
Henderson Land Development Co. Ltd. 0012.HK 28.0 0.5 1L 121.1% 127.1% 142.0% 30.3% 17.8% 9.2%
Bank of East Asia Ltd. 0023.HK 17.5 0.9 3M 115.0% 122.5% 141.4% 29.1% 17.3% 9.2%
Swire Pacific Ltd. 0019.HK 48.0 0.5 3M 116.8% 122.8% 138.0% 29.4% 17.4% 9.1%
Cathay Pacific Airways Ltd. 0293.HK 8.6 0.7 3H 114.6% 121.2% 137.9% 29.0% 17.2% 9.1%
Taiwan Semiconductor Manufacturing 2330.TW 44.9 2.4 1L 120.3% 124.6% 135.4% 30.1% 17.6% 8.9%
S-Oil Corp. 010950.KS 59500.0 1.7 3L 67.3% 86.7% 135.2% 18.7% 13.3% 8.9%
DBS Group Holdings Ltd. DBSM.SI 8.3 0.7 3L 118.3% 122.8% 133.9% 29.7% 17.4% 8.9%
Esprit Holdings Ltd. 0330.HK 40.7 3.8 3M 112.1% 117.6% 131.3% 28.5% 16.8% 8.7%
Formosa Plastics Corp. 1301.TW 48.3 1.3 2L 93.8% 103.6% 128.1% 24.7% 15.3% 8.6%
Wharf (Holdings) Ltd. 0004.HK 17.3 0.5 1L 103.1% 110.1% 127.8% 26.6% 16.0% 8.6%
Malayan Banking Bhd MBBM.KL 5.5 1.3 3L 103.2% 109.6% 125.6% 26.7% 16.0% 8.5%
KT Corp. 030200.KS 39700.0 0.9 2M 93.3% 100.3% 117.9% 24.6% 14.9% 8.1%
Tenaga Nasional Bhd TENA.KL 5.9 1.0 1M 97.0% 99.2% 104.9% 25.4% 14.8% 7.4%
Samsung Electronics Co. Ltd. 005930.KS 520000.0 1.2 1L 88.5% 90.9% 96.9% 23.5% 13.8% 7.0%
Singapore Airlines Ltd. SIAL.SI 10.4 0.9 3L 76.7% 82.0% 95.4% 20.9% 12.7% 6.9%
Oversea-Chinese Banking Corp. Ltd. OCBC.SI 5.0 1.0 3L 77.9% 82.5% 93.9% 21.2% 12.8% 6.8%
Sun Hung Kai Properties Ltd. 0016.HK 66.0 0.8 3H 72.6% 77.8% 90.6% 20.0% 12.2% 6.7%
Bangkok Bank PCL BBLf.BK 73.5 0.8 1L 82.8% 84.8% 89.6% 22.3% 13.1% 6.6%
SINOPEC Shanghai Petrochemical Co. 0338.HK 2.0 0.7 2M 66.0% 72.6% 89.1% 18.4% 11.5% 6.6%
Cheung Kong (Holdings) Ltd. 0001.HK 67.6 0.7 1H 73.0% 77.6% 88.9% 20.1% 12.2% 6.6%
Jiangxi Copper Co. Ltd. 0358.HK 6.9 0.9 3H 68.7% 74.1% 87.5% 19.0% 11.7% 6.5%
United Overseas Bank Ltd. UOBH.SI 11.1 1.1 3L 65.6% 71.4% 85.9% 18.3% 11.4% 6.4%
Yanzhou Coal Mining Co. Ltd. 1171.HK 5.9 1.0 2M 64.4% 70.5% 85.6% 18.0% 11.3% 6.4%
China Merchants Holdings (International) 0144.HK 16.0 1.3 2L 65.3% 70.2% 82.4% 18.2% 11.2% 6.2%
Singapore Telecommunications Ltd. STEL.SI 2.5 2.0 2M 59.6% 66.1% 82.4% 16.9% 10.7% 6.2%
HDFC Bank Ltd. HDBK.BO 946.9 2.9 1L 75.8% 77.6% 82.2% 20.7% 12.2% 6.2%
Sino Land Co. Ltd. 0083.HK 7.0 0.6 3H 63.2% 67.5% 78.2% 17.7% 10.9% 5.9%
China Mobile Ltd. 0941.HK 76.5 3.3 1L 68.1% 70.8% 77.5% 18.9% 11.3% 5.9%
Keppel Corp. Ltd. KPLM.SI 4.3 1.5 2L 58.6% 63.9% 77.1% 16.6% 10.4% 5.9%

Note: Ranked by returns of stocks if it takes 10 years for current PBVs to go back to their 10-yr averages 

Source: Citi Investment Research estimates 
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Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is 
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available through Citigroup 
Global Markets New Zealand Ltd. (Company Number 604457), a Participant of the New Zealand Exchange Limited and regulated by the New Zealand Securities 
Commission.  Level 19, Mobile on the Park, 157 Lambton Quay, Wellington.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated 
by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made 
available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Bank Handlowy w 
Warszawie S.A. ul. Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking 
activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in 
accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as 
advertising the securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an 
appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-
10 Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd., a Capital Markets Services Licence 
holder, and regulated by Monetary Authority of Singapore.  1 Temasek Avenue, #39-02 Millenia Tower, Singapore 039192.  The Product is made available by The Citigroup 
Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore.  Citigroup Global 
Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 
2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  
The investments and services contained herein are not available to private customers in South Africa.  The Product is made available in Spain by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain.  The Product is made available in 
Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd., which is regulated by Securities & Futures Bureau.  No portion of the report may be reproduced or 
quoted in Taiwan by the press or any other person.  No. 8 Manhattan Building, Hsin Yi Road, Section 5, Taipei 100, Taiwan.  The Product is made available in Thailand 
through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, 
Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski 
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Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  The Product is made available in U.A.E. by Citigroup Global Markets Limited, which is authorised and 
regulated by the Dubai Financial Services Authority.  DIFC, Bldg 2, Level 7, PO Box 506560, Dubai, UAE.  The Product is made available in United Kingdom by Citigroup 
Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This material may relate to investments or services of a person outside of the UK 
or to other matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material.  Citigroup 
Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is regulated by NASD, NYSE 
and the US Securities and Exchange Commission.  388 Greenwich Street, New York, NY 10013.  Unless specified to the contrary, within EU Member States, the Product is 
made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  Many European regulators require that a firm must establish, 
implement and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment research. The policy applicable to 
Citi Investment Research's Products can be found at www.citigroupgeo.com.  Compensation of equity research analysts is determined by equity research management and 
Citigroup's senior management and is not linked to specific transactions or recommendations.  The Product may have been distributed simultaneously, in multiple formats, 
to the Firm's worldwide institutional and retail customers.  The Product is not to be construed as providing investment services in any jurisdiction where the provision of 
such services would not be permitted. Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value 
and investors may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed 
the amount invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject to 
change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other risks associated 
with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared without taking account of the 
objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, 
having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to obtain the relevant offer 
document for the product and consider it before making a decision as to whether to purchase the product. 

© 2009 Citigroup Global Markets Inc. (© Nikko Citigroup Limited, if this Product was prepared by it). Citi Investment Research is a division and service mark of Citigroup 
Global Markets Inc. and its affiliates and is used and registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and 
its affiliates and are used and registered throughout the world. Nikko is a registered trademark of Nikko Cordial Corporation. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this report, MSCI sourced information is the exclusive property 
of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual property may not be 
reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an "as is" basis. The user assumes the entire 
risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim 
all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the 
foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages 
of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The information contained in the Product is 
intended solely for the recipient and may not be further distributed by the recipient. The Firm accepts no liability whatsoever for the actions of third parties. The Product 
may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not reviewed 
the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations 
or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is 
provided solely for your convenience and information and the content of the linked site does not in anyway form part of this document. Accessing such website or following 
such link through the Product or the website of the Firm shall be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such 
referenced website. 
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