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It was the best of times, it was the worst of times… 
“Whatever it is, it’s better in the wind”1. That’s why riding a motorcycle is different from driving a car. Still not 
convinced?! “On a cycle the frame is gone. You’re completely in contact with it all. You’re in the scene, not just 
watching it anymore, and the sense of presence is overwhelming”. Robert Pirsig puts its perfectly in his book Zen and 
the Art of Motorcycle Maintenance. 

Having taken a fair share of beating at the bourses this year, a diversion was needed, which came in the form of  Pirsig’s 
book. The book discusses the romantic (i.e. what things are) and classical (i.e. what things mean) views, and proposes 
an approach to bridge the dichotomy. While reading the book, I started to draw parallels with investing. Ironic, since 
the primary reason for picking up the book was as a diversion from investing! Investors, like the author, seek to 
combine the “what is” and the “what it means” to identify the “best” opportunities (“excellence” or aretḗ in Greek is 
how the author puts it). Because this eventual goal is broadly true for all investors regardless of investment process, 
horizon, or strategy, the book has many a useful lesson. Of the many quote-worthy lines in the book, included here a 
few that are particularly relevant to investing—mental fortitude, process integrity2, and building teams; they are all 
self-explanatory.  

“Is it hard? Not if you have the right attitudes. It’s having the right attitudes that’s hard”. 

“The real purpose of the scientific method is to make sure nature hasn’t misled you into thinking you know 
something you actually don’t know”. 

“The place to improve the world is first in one’s own heart and head and hands, and then work outward from 
there”. 

“…every teacher tends to grade up students who resemble him the most”. 

“We always condemn most in others, he thought, that which we fear most in ourselves”. 

Lest you feel short-changed by a handful of pithy quotes from a book you might never read, outlined forthwith is our 
read of Asian equity markets in 2023.  

Geopolitical fault lines are so deeply drawn now that any hope of a full reconciliation between the US and China 
appears to be in the realm of fantasy. Consequently, national agendas which were already beginning to surface in the 
early days of the COVID pandemic are gaining prominence. Energy security has taken centre stage even as the world 
relies on global energy supply chains. The climate agenda is certainly not to be pooh-poohed at; here too, functioning 
global supply chains will be critical. There is ongoing debate as to the stickiness of inflation, and the economic pain 
the world needs to reckon with before signs of a recovery become visible. Asset markets appear preoccupied with 
guessing what the Federal Reserve is itself guessing—when will inflation ebb enough to hold/ease interest rates? 

 
1 A quote by Ralph Waldo Emerson 
2 For details on Nikko Asset Management Asia’ investment process, please refer to the article "Harvesting 
Growth, Harnessing Change". 
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It is easy to be overwhelmed by the permutations of possible outcomes. But things don’t appear so dire in Asia. 
Inflation, which is effectively a value transfer from net consumers to net producers, may continue to benefit India and 
pockets of ASEAN due to favourable demographics and rising productivity. Indeed, inflation has slowed in Asia since 
1990 owing to a combination of monetary and fiscal factors.  Cheap and reliable energy is crucial for economic growth 
in the long run. China’s economic miracle was a coal miracle as was Europe’s; recently, the US has benefited from a 
shale revolution. India and China can buy cheap energy from Russia, moral hazard aside, and most Asian economies 
have relatively young energy infrastructure that is increasingly going “green”. Accelerated infrastructure building is 
expected to raise productive capacity, and if funded by fiscal deficits and foreign capital seeking higher returns than 
is available in developed markets, it may keep inflation in control.  

1984 no more? 
The 20th National Party Congress affirmed Chinese President Xi Jinping’s preeminent position in China’s Communist 
Party and granted him a third presidential term. His grip on power remains firm, dispelling any illusions of collective 
party leadership and perhaps disappointing some quarters.  

Although 1984, George Orwell’s seminal dystopian novel, tends to remind readers of Stalinist Russia and more 
recently, China, Orwell himself explained that the novel was not an attack on any particular government but a satire 
of totalitarian tendencies in society and was a warning against complacency. Indeed, Trumpian behaviours remain 
fresh in our memories. It is worth noting that development and reforms continue to dominate the Chinese narrative—
after all, the ruling party’s political legitimacy is reliant on economic development and improving the lives of its 
citizens. This is underscored by the recent easing of COVID restrictions in response to unprecedented popular 
discontent.  

While’s China labour productivity has increased by 16% annually over the last 10 years, wage levels in China today are 
20 times higher than they were in 1992, making automated assembly lines more compelling than in the past. A robot 
is virtually at cost parity with a human worker in China now. Thus, President Xi is focused on “high quality 
development” and the need to bolster capability and innovation, especially in areas critical to China’s national 
interests. For example, China aims to digitize 70% of manufacturing companies above a designated size.  

We prefer areas that are broadly aligned with these strategic imperatives—energy security, greater self-sufficiency, 
improving cost of living and domestic consumption. 

Divergent, or convergent? 
President Xi also reiterated the desire for a “complete reunification of the Chinese nation”—a euphemism for China’s 
desire to take Taiwan back under its fold. If Russia’s invasion of Ukraine has taught us anything, it is to never 
completely discount such a possibility. Nonetheless, this is not our base case for the foreseeable future, where our 
concern is the demand headwinds affecting consumer technology, a mainstay of Taiwanese exports. This latter 
concern also extends to South Korea. The easing of Chinese COVID-related restrictions ought to benefit both 
countries—albeit offset to an extent by a slowdown in US demand. 

With technology becoming an ever-greater part of our lives, semiconductor technology, and its supply chain, will 
remain important. Both Taiwan and South Korea will remain critical in this regard.  

We find idiosyncratic opportunities in integrated circuit design, healthcare, and energy infrastructure in these markets. 

A Suitable Boy 
Vikram Seth’s magnum opus, A Suitable Boy, is a tale of a complex society experiencing change—not just generational 
change, but societal and cultural change—with nuanced themes and subtext. While the 1400-page novel is set in 
India in the 1950s, it could just as easily apply to contemporary India.  

The world’s 5th largest economy is likely to enjoy political stability akin to the 1950s; Prime Minister Narendra Modi is 
expected to win a third term just as Xi Jinping recently did, but for one small difference—India is the world’s largest 
democracy! This bodes well for policy continuity. Being the only large economy that has diplomatic relations with the 
US, countries in the Middle East and Russia, also offers geopolitical cache, particularly as a potential US ally to counter 
China’s influence in Asia.  

India has surpassed every nation, including China and the US, in digital financial transactions. This is extraordinary for 
a country which was heavily cash-reliant until just six years ago. Nearly a quarter of India’s energy is now green, with 
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renewable energy tariffs competitive vs. fossil fuel derived energy.  And Asia’s richest men, Gautam Adani and Mukesh 
Ambani, have committed billions of dollars to develop green energy and the attendant supply chain. The recently 
introduced PLI (Production Linked Incentive) Scheme has seen active take-up and is attracting genuine investment 
into the country as part of global China+1 supply chain reconfigurations. The financial savings rate, even at a historical 
high of 16% in FY21, is well below the global averages and hints at its still immense potential on account of its 
favourable demographics.  

We have a favourable view of banks and consumption. 

Unfinished Nation(s)? 
The soap opera that is Malaysian politics, and its slightly more insipid version that is playing out in Thailand, leave us 
wanting. Should things improve on this front, there are pockets in the technology and electric vehicle supply chain 
in these countries that could emerge as attractive. Singapore’s political stability is certainly a welcome change 
compared to the developments at its northern neighbours, but the majority of its equity market’s fortunes are reliant 
on economic developments around the region.  

As such, Indonesia and, to a lesser extent, the Philippines appear in the limelight.  

It is worth noting that manufacturing doesn’t exist in a vacuum; there is an entire supply chain tied to it. Reconfiguring 
an entire supply chain is therefore more than just building manufacturing capacity in a new location—it takes time! 
But once accomplished, it has a much larger impact on the economy that originally estimated. Indonesia is critical to 
the world electrifying transport owing to its nickel deposits. By focusing on a long-term vision, Indonesia has seen a 
19-fold ramp-up in nickel exports in the past decade and has attracted battery making onshore; these projects have 
pulled in more than USD 25 billion in investments. Only 20% of the workforce in Indonesia is formally employed; the 
formalisation of its large workforce should improve economic productivity even as foreign capital seeks opportunities 
here. 

The Philippines boasts a large, young, English-speaking population that is enjoying steadily improving access to 
financial services through digital means. By steadily increasing its reliance on locally developed “green” energy, the 
reliance on energy imports will likely decline from the current 2–3% of GDP.  

Renewable energy businesses, and electric vehicle materials and the related supply chains are areas we are most 
enthused by in the ASEAN region. 

The last word… 
Recently, I was pointed to an article titled “Even God would get fired as an active investor”, by author and portfolio 
manager Wesley Gray, PhD in 2016. Gray showed that even assuming perfect foresight, with a medium-term 
investment horizon (five years, which sounds reasonable), a portfolio would have experienced substantial drawdowns 
during the holding period. Invariably, this is when investors want to withdraw capital from their managers, or 
managers tend to sell to protect themselves from more pain. This highlights that in order to actually realise the returns 
that you know for sure thanks to perfect foresight, it would require mental discipline, and conviction in the investment 
thesis (underline is mine). On this point, Pirsig offers good insight: 

“Peace of mind…is the whole thing…The ultimate test is always your own serenity. If you don’t have this when 
you start and maintain it while you’re working, you’re likely to build your own personal problems right into the 
machine itself…the selection from among many choices, the art of the work is just as dependent upon your own 
mind and spirit as it is upon the material of the machine. That’s why you need the peace of mind”.  

Season’s greetings, best wishes for 2023, and happy investing! 
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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 personal investment advice or a 
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are 
recommended to consult with their independent tax, financial and legal advisers prior to any investment. 

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 document 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 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 securities, 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. 

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United 
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). 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 FCA in the United Kingdom, and is directed at professional 
clients as defined in the FCA Handbook of Rules and Guidance. 

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in 
the Grand Duchy of Luxembourg by the Commission de Surveillance du Secateur Financier (the CSSF) as a management company authorised 
under Chapter 15 of the Law of 17 December 2010 (No S00000717) and as an alternative investment fund manager according to the Law of 12 July 
2013 (No. A00002630). 

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of 
a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset Management 
Americas, Inc. is a United States Registered Investment Adviser. 

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries 
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore. 

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only. 
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong. Nikko 
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong. 

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It 
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only. 

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer 
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only 
and must not be passed to, issued to, or shown to the public generally. 

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti 
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement 
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public 
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing 
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait. 

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated 
by 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 should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in 
full or in part for any purpose whatsoever without a prior written permission from Nikko AME. 

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or 
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is 
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not 
therefore benefit from any protections that would be available to such clients. 

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any 
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or 
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have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant 
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to 
Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not 
be eligible for sale in some states or countries, and they may not be suitable for all types of investors. 

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by 
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an 
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive 
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of 
whatsoever nature within the territory of the Sultanate of Oman. 

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent 
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be 
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior 
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries 
regarding the Strategies should be made to Nikko AME. 

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute, 
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a 
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment 
in such Strategy, and (b) upon their specific request. 

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority or any 
other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should 
not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof). 

No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd. 

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be 
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of 
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the 
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered 
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such 
registered fund shall be conducted only through a locally licensed distributor. 
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