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POPULISM AND STRONGMAN RULE -
IS DUTERTE A ROLE MODEL FOR ASEAN?

The Philippines’ new President, Rodrigo Duterte, is enjoying a
surge in popularity according to opinion polls, even as he
blazes a highly controversial path since taking office in June. At
home, a ruthless war on drugs - a key plank in his campaign
platform - has brought allegations of human rights abuse.
Internationally, he has insulted the Pope and US President
Obama, and is engineering a pivot in foreign relations towards
China at the expense of the US. Is Duterte ASEAN’s Donald
Trump or Boris Johnson, a role model for populism and
strongman rule the region?

To be clear, even though President Duterte is no doubt a
strongman, and highly popular because of it, we do not see
him as being overtly populist in the common sense of the
word. His economic policies are not textbook populism. His
government has proposed income tax cuts for most Filipinos,
but also new taxes on sugary drinks. He plans to run a larger
fiscal deficit than the previous administration, but most of the
extra spending is going into much-needed infrastructure. As
stock pickers, these spell both threats and opportunities in
specific sectors.

Despite the nuanced difference in the Philippines, populism as
it is generally understood - a counter-reaction to capitalism
gone too far - is alive as a thesis in ASEAN. However, its
manifestation depends largely on local circumstances. ASEAN
has also historically been familiar with strongman rule. Lee
Kuan Yew and Mahathir Mohamad presided over periods of
significant growth in Singapore and Malaysia, respectively.
More controversially, Indonesia had Suharto, and the
Philippines had Ferdinand Marcos. Today, the status of
strongman rule in each country is also dependent on local
politics.

In ASEAN, Singapore manifests the populist trend in a way that

is most like the West. Ultra laissez faire policies in the 2000s
culminated in the watershed elections of 2011, in which a five-

Recent populist policies in ASEAN

seat swing towards the opposition was considered a criticism
on policies that marginalized the lowest classes of society. The
ruling PAP did better in the 2015 elections, but only after a raft
of populist policies, including immigration curbs, were
implemented. Today, investors in Singapore need to contend
not only with a more populist government, but also
uncertainty over who will succeed Lee Hsien Loong as Prime
Minister. Strongman rule is on the wane here.

In Malaysia, UMNO, the ruling party, under Prime Minister
Najib is under pressure - both from the ongoing 1TMDB saga
and an economy reeling under low oil prices. Here too, a pivot
to China is part of the solution, with massive infrastructure and
property investments promised by Chinese parties likely to
inject much needed funds into the country. Policies are likely
to remain populist, but are constrained by a stretched fiscal
position. Only with this, and an opposition which is in disarray,
will strongman rule be preserved. We are watchful of the China
angle for investment opportunities.

In Thailand, the military government, once viewed with some
wariness, has gained popularity, as evidenced by a successful
referendum on electoral reform held in August. This has been
achieved in large part via populist policies like tax breaks for
shopping expenses. There is heightened political uncertainty
following the passing of King Bhumibol. We believe that the
military government will successfully oversee the coronation
of the Crown Prince and a transition to civilian rule. Policies will
remain populist, in order to smoothen this process.

ASEAN is not left out in the global trend of populist policies
rising in response to the voices of those marginalized by
capitalism. As investors, these bring both opportunities and
threats. Strongman rule, on the other hand, has always been
part of ASEAN, and in selected situations, will rise in tandem
with the populist movement.
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Important Information

This document is prepared by Nikko Asset Management Co., Ltd.
and/or its affiliates (Nikko AM) and is for distribution only under such
circumstances as may be permitted by applicable laws. This
document does not constitute investment advice or a personal
recommendation and it does not consider in any way the suitability or
appropriateness of the subject matter for the individual
circumstances of any recipient.

This document is for information purposes only and is not intended to
be an offer, or a solicitation of an offer, to buy or sell any investments
or participate in any trading strategy. Moreover, the information in

this material will not affect Nikko AM'’s investment strategy in any way.

The information and opinions in this document have been derived
from or reached from sources believed in good faith to be reliable but
have not been independently verified. Nikko AM makes no guarantee,
representation or warranty, express or implied, and accepts no
responsibility or liability for the accuracy or completeness of this
document. No reliance should be placed on any assumptions,
forecasts, projections, estimates or prospects contained within this
document. This document should not be regarded by recipients as a
substitute for the exercise of their own judgment. Opinions stated in
this document may change without notice.

In any investment, past performance is neither an indication nor a
guarantee of future performance and a loss of capital may occur.
Estimates of future performance are based on assumptions that may
not be realised. Investors should be able to withstand the loss of any
principal investment. The mention of individual stocks, sectors,
regions or countries within this document does not imply a
recommendation to buy or sell.

Nikko AM accepts no liability whatsoever for any loss or damage of
any kind arising out of the use of all or any part of this document,
provided that nothing herein excludes or restricts any liability of
Nikko AM under applicable regulatory rules or requirements.

All information contained in this document is solely for the attention
and use of the intended recipients. Any use beyond that intended by
Nikko AM is strictly prohibited.

Japan: The information contained in this document pertaining
specifically to the investment products is not directed at persons in
Japan nor is it intended for distribution to persons in Japan.
Registration Number: Director of the Kanto Local Finance Bureau
(Financial Instruments firms) No. 368 Member Associations: The
Investment Trusts Association, Japan/Japan Investment Advisers
Association/Japan Securities Dealers Association.

United Kingdom and rest of Europe: This document constitutes a
financial promotion for the purposes of the Financial Services and
Markets Act 2000 (as amended) (FSMA) and the rules of the Financial
Conduct Authority (the FCA) in the United Kingdom (the FCA Rules).

This document is communicated by Nikko Asset Management Europe
Ltd, which is authorised and regulated in the United Kingdom by the
FCA (122084). It is directed only at (a) investment professionals falling
within article 19 of the Financial Services and Markets Act 2000
(Financial Promotions) Order 2005, (as amended) (the Order) (b)
certain high net worth entities within the meaning of article 49 of the
Order and (c) persons to whom this document may otherwise lawfully
be communicated (all such persons being referred to as relevant
persons) and is only available to such persons and any investment
activity to which it relates will only be engaged in with such persons.

United States: This document is for information purposes only and is
not intended to be an offer, or a solicitation of an offer, to buy or sell
any investments. This document should not be regarded as
investment advice. This document may not be duplicated, quoted,
discussed or otherwise shared without prior consent. Any offering or
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distribution of a Fund in the United States may only be conducted via
a licensed and registered broker-dealer or a duly qualified entity.

Singapore: This document is for information only with no
consideration given to the specific investment objective, financial
situation and particular needs of any specific person. You should seek
advice from a financial adviser before making any investment. In the
event that you choose not to do so, you should consider whether the
investment selected is suitable for you

Hong Kong: This document is for information only with no
consideration given to the specific investment objective, financial
situation and particular needs of any specific person. You should seek
advice from a financial adviser before making any investment. In the
event that you choose not to do so, you should consider whether the
investment selected is suitable for you. The contents of this document
have not been reviewed by the Securities and Futures Commission or
any regulatory authority in Hong Kong.

Australia: Nikko AM Limited ABN 99 003 376 252 (Nikko AM
Australia) is responsible for the distribution of this information in
Australia. Nikko AM Australia holds Australian Financial Services
Licence No. 237563 and is part of the Nikko AM Group. This material
and any offer to provide financial services are for information
purposes only. This material does not take into account the objectives,
financial situation or needs of any individual and is not intended to
constitute personal advice, nor can it be relied upon as such. This
material is intended for, and can only be provided and made available
to, persons who are regarded as Wholesale Clients for the purposes of
section 761G of the Corporations Act 2001 (Cth) and must not be
made available or passed on to persons who are regarded as Retail
Clients for the purposes of this Act. If you are in any doubt about any
of the contents, you should obtain independent professional advice

New Zealand: Nikko Asset Management New Zealand Limited
(Company No. 606057, FSP22562) is the licensed Investment Manager
of Nikko AM NZ Investment Scheme and the Nikko AM NZ Wholesale
Investment Scheme.

This material is for the use of researchers, financial advisers and
wholesale investors (in accordance with Schedule 1, Clause 3 of the
Financial Markets Conduct Act 2013 in New Zealand). This material
has been prepared without taking into account a potential investor’s
objectives, financial situation or needs and is not intended to
constitute personal financial advice, and must not be relied on as
such. Recipients of this material, who are not wholesale investors, or
the named client, or their duly appointed agent, should consult an
Authorised Financial Adviser and the relevant Product Disclosure
Statement or Fund Fact Sheet (available on our website
www.nikkoam.co.nz ).
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