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Asia buisness sentiment falls in Q4 
as global worries weigh

By Joyce Lee

Business sentiment among Asia’s top com-
panies dropped sharply in the fourth quar-
ter, extending last quarter’s declines, with 
global economic uncertainty and rising costs 
weighing on the region’s firms, a Thomson 
Reuters/INSEAD survey showed.

The Thomson Reuters/INSEAD Asia 
Business Sentiment Index fell to 62 in the 
fourth quarter from 66 in the third quarter 
of 2013, the lowest reading since the third 
quarter of 2012. A reading above 50 indi-
cates an overall positive outlook.

Sentiment in Southeast Asia’s $1.5 tril-
lion economy was undermined by political 
turbulence in Thailand and a typhoon in 

the Philippines, causing dismal readings 
of 40 and 58 respectively, which were the 
lowest for both countries since the poll was 
first compiled in 2009.

Although China and India’s bullish 
scores of 75 and 82 respectively supported 
the index, export-driven north Asian econ-
omies such as South Korea as well as re-
gional trading hub Singapore also showed 
weaker readings, underscoring still-anae-
mic global business conditions.

“The global economic recovery is still 
very fragile,” Zhang Shiyuan, an economist 
at Shanghai-based Southwest Securities 
Co said. “There is a fundamental problem 
that there’s still too much debt. It’s a time 
bomb that may be detonated if monetary 

and fiscal policies don’t coordinate well.”
The survey showed that the auto sector 

was the most negative with a reading of 33, 
a sharp drop from 63 in the previous quar-
ter, followed by the food and resources sec-
tors with fourth-quarter scores of 50.

The index surveyed more than 100 of 
the Asia-Pacific region’s top companies 
including Hyundai Heavy Industries, Fast 
Retailing and International Container 
Terminal Services Inc (ICTSI) in 11 econ-
omies, across sectors including property, 
financials and tech.

The poll, conducted by ThomsonReuters 
in association with INSEAD, a global 
management and business school, was 
compiled between Dec. 2-13.

An investor reacts in front of an electronic board showing stock information at a brokerage house in Taiyuan, Shanxi province in China. REUTERS/JON WOO
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Of the 128 companies that responded, 
two-thirds reported a neutral outlook while 
less than 30 percent were positive in their 
prospects.

   
SOUTHEAST ASIA HIT, CHINA & 
INDIA SUPPORT
Among ASEAN countries that had re-
mained comparatively upbeat earlier this 
year, Malaysia remained the only bright 
spot with a score of 75, up from 69 in the 
last quarter.

In contrast, companies in Thailand were 
the most negative in Asia with a 40 index 
reading, plunging from 71 in the previous 
quarter as signs of prolonged political un-
certainty due to anti-government protests 
against Yingluck Shinawatra’s ruling party 
hit business sentiment.

Corporate sentiment in the Philippines 
tumbled to 58 from the maximum score of 
100 in the previous quarter due to the dev-
astating effects of typhoon Haiyan in early 
November that killed more than 5,200 people 
and destroyed an estimated 24 billion pesos 
($543.60 million) in crops and infrastructure.

Among north Asian economies, Japan 
retreated to a fourth-quarter score of 55 
from 63 in the previous quarter as the buzz 
around Abenomics deflated. The outlook in 
South Korea remained steady at a neutral 50.

A glimmer of hope came from China, 
the world’s second-largest economy, which 
showed an uptick in fourth-quarter senti-
ment to 75 after holding steady at 50 earlier 
this year.

“The companies appear to be upbeat 
on the expectation that overseas demand 

for Chinese exports will improve. Hopes 
stemming from the government’s reform 
measures announced in Q3, and rising in-
come levels that could drive spending, are 
also causes for positive sentiment,” said Cui 
Hongmei, a China market analyst at Seoul-
based Daewoo Securities Co.

India’s bullish outlook also supported 
the index, with a fourth-quarter score of 
82 compared to 67 in the previous quarter 
as improving manufacturing conditions in 
the 1.3 billion-strong country shrunk the 
trade deficit by 23 percent between April-
November 2013.

RISING COSTS WEIGH ON 
DEFENSIVES
Broken down by sector, builders in Asia 
were the most bullish with a maximum 
reading of 100 for the second consecutive 
quarter, followed by pharmaceuticals and 
property sectors with readings of 75.

Defensive sectors such as food and retail 
were both down from the previous quarter 
to readings of 50, as companies cited rising 
costs as their biggest risk.

Additional reporting by Samuel Shen in 
SHANGHAI and Prashant Mehra in MUMBAI

People carry bags of relief supplies as they are seen through a damaged window frame in the 

typhoon-battered Tacloban city. REUTERS/ATHIT PERAWONGMETHA

Biggest perceived risks 
to business outlook

Source: Thomson Reuters/Insead.

Note: Total no. of respondents = 115. *Includes 
policy changes, regulations and infrastructure etc.
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Rising
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By number of respondents

Asia corporate sentiment in the forth quarter 
http://link.reuters.com/jed55v
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http://link.reuters.com/jed55v
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AUTOS: WORST AMONG SECTORS 
(INDEX AT 33 VS 63 IN Q3)
Sentiment among Asian automakers 
deteriorated sharply during the fourth 
quarter, with the sector’s index reading 
crashing to 33 from 63 during the last 
quarter. One-third of the respondents 
were pessimistic, while none expressed 
optimism in the survey. Four out of a total 
of six respondents cited global economic 
uncertainty as the biggest business risk 

they face. Japan’s Honda Motor Co Ltd was 
among the companies surveyed.
   
BUILDING: BEST AMONG SECTORS 
(INDEX UNCHANGED AT 100)
The building sector was the most bullish, 
registering an index reading of 100. All of the 
eight property developers polled painted a 
rosy outlook, bringing the index to the full 
mark for the second consecutive quarter. 
Three respondents said employment levels 

improved, while all of the eight respondents 
said new orders and sales increased. 
Australia’s James Hardie Industries Plc  was 
among the companies surveyed.

FINANCIALS: RECOVERING (INDEX 
AT 63 VS 50 IN Q3)
The reading among financial firms recovered 
to 63 from last quarter’s 50, reflecting a  
brighter sector outlook. However, of the 12 
respondents, nine expressed concern over 

Highlights
BY SECTOR 

A security guard walks inside a BMW factory in Shenyang, Liaoning province in China. REUTERS/STRINGER
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global economic uncertainty. Five financial 
companies said sales increased. Taiwan’s 
Yuanta Financial Holdings Co Ltd  was 
among the companies surveyed.

FOOD: LESS OPTIMISTIC (INDEX AT 
50 VS 75 IN Q3)
Food companies were less optimistic in 
the latest survey, with the sector’s reading 
dropping to 50 from 75 during the previous 
quarter. All of the nine respondents were 
neutral in the survey, while rising costs were 
seen as the sector’s biggest risks. Japan’s Asahi 
Group Holdings and Kirin Holdings Co Ltd  
were among the participants in the survey.

DRUGS: IMPROVED CONFIDENCE 
(INDEX AT 75 VS 60 IN Q3)
Drug makers have turned more bullish. 
Four respondents were neutral and four 
others were positive, pushing up the 
sector’s reading to 75 from 60 last quarter. 
Participants of the survey include Japan’s 
Daiichi Sankyo Co Ltd.

PROPERTY: SLIDING FROM THE 
TOP (INDEX AT 75 VS 100 IN Q3)
Property developers, who were among the 
most bullish companies with readings of 
100 during the last survey, saw their reading 
sliding to 75 this quarter, with confidence 
dented by global economic uncertainty. Most 
developers polled in the survey, however, still 
said the companies’ sales increased.

RESOURCES: CONFIDENCE DENTED 
(INDEX AT 50 FROM 72 IN Q3)
Global economic uncertainty and the threat 
of rising costs dented the confidence of 
resources companies. The sector’s reading 
dropped sharply to 50 from last quarter’s 
72. Out of a total of 25 respondents, only 
one said employment level increased. The 
remaining resources companies polled said 
the level remained the same as last quarter. 
The Philippine’s Manila Water Co was among 
the companies that responded to the survey.

RETAIL: LITTLE CHANGED (INDEX 
AT 58 VS 57 IN Q3)
The reading in the retail sector was 

little changed, up one point to 58 from 
last quarter’s 57. Eight of a total of 17 
respondents cited rising costs as their 
biggest risks while the remaining seven saw 
global economic uncertainty as their major 
concern. Twelve retail companies polled said 
their sales increased.

SHIPPING: SAILING UPWARD 
(INDEX AT 67 VS 50 IN Q3)
Asia’s shipping industry painted a much 
brighter outlook during the fourth quarter, 
pushing up the reading to 67 from 50 in the 
previous survey. However, global economic 
uncertainty remain a major source of concern 
for the sector. South Korea’s Hyundai Heavy 
Industries Co Ltd was among the companies 
surveyed.

TECH: SLIGHTLY MORE CONFIDENT 
(INDEX AT 64 VS 62 IN Q3)
Technology companies are slightly more 
confident toward the future. When asked to 
identify business risks ahead, response from 
the 11 responses from the respondents are 
varied: four mentioned rising costs, three 
cited forex volatility, while four said they 
were concerned about global economic 
uncertainty. Japan’s Hitachi Ltd, NTT 
DoCoMo Inc and Australia’s Telstra Corp Ltd 
were among the companies that participated 
in the survey.

A vendor selling watermelons naps as he waits for customers at a market in Taiyuan, Shanxi province 

in China. REUTERS/JON WOO

Business sentiment
index falls further in Q4

Source: Thomson Reuters/Insead.
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AUSTRALIA: SLIGHTLY BETTER 
(INDEX AT 80 VS 79 IN Q3)
Business confidence among companies in 
Australia improved for the sixth consecutive 
quarter, pushing the country’s sentiment 
index to its highest level since the last 
quarter of 2010. More participants said 
orders had increased and employment levels 
were either same or have improved.

Of the 10 respondents, four companies 
were neutral while six were positive about 
the business outlook. In the previous quarter, 
of the seven respondents, three were neutral 
and four positive.

Two-thirds of the participants said world 

economic uncertainty was their top worry, 
while the rest considered rising costs as 
their main concern. Half the participants 
confirmed orders have increased, a big 
shift from just 1-of-7 participants in the 
September survey.

Twenty percent of companies surveyed 
also reported improvement in employment 
levels, while the rest said it remained the 
same.

   
CHINA: SHARP IMPROVEMENT 
(INDEX AT 75 VS 50 IN Q3)
Corporate sentiment in China improved 
sharply after remaining steady for two 

quarters, with half of the 10 respondents 
expecting an improvement in business 
outlook, while the others see it remaining the 
same.

Fifty percent of the participants see 
global economic uncertainty as the primary 
concern, while another three will be 
affected most by rising costs. Significantly, 
two companies listed other risks such as 
regulatory uncertainty or political instability 
as their main worry.

Six respondents saw an increase in orders, 
compared to three in the previous quarter, 
while more companies said employment 
levels remain at the same level.   

Highlights
BY ECONOMY

 Customers shop inside a department store in Shenyang, Liaoning province in China. REUTERS/STRINGER 
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INDIA: SENTIMENT SURGES (INDEX 
AT 82 VS 67 IN Q3)
Companies in India were the most positive 
with a reading of 82, a sharp increase 
from 67 in the previous quarter – their 
best performance in a year. This was also 
reflected in the number of participants 
nearly trebling to 17, which included Tata 
Consultancy Services, Reliance Industries 
and Larsen & Toubro.

With high inflation continuing to 
plague the Indian economy, a third of 
the participants cited rising costs as their 
primary concern. An almost equal proportion 
listed global economic uncertainty as their 
main worry.

With national elections just months 
away, three of the participants saw other 
risks, which include regulatory and political 
uncertainty, as their biggest worry.

Sixteen companies reported an 
improvement in orders, compared to just 
five in the previous survey, while most 
participants said employment levels had 
remained the same.

   
JAPAN: LOSES STEAM (INDEX AT 
55 VS 63 IN Q3)
Business sentiment in Japan turned weaker 
after two steady quarters, with the global 
economic environment, rising costs and 
political or regulatory uncertainty weighing 
down corporate outlook.

Of the 30 respondents, which included 
Daiichi Sankyo Co Ltd, Toshiba Corp, Honda 
Motor and Sharp Corp, two were negative on 
the outlook, five positive and 23 neutral. In 
the previous survey, none of the participants 
were negative and five were positive.

Global economic worries posed the 
biggest challenge for 10 of the Japanese 
companies, while rising costs and other risks 
tied in as the primary concern for the second-
highest number of companies, at seven each. 
Eleven companies reported an improvement 
in orders, compared to five in September.

   
SOUTH KOREA: STEADY (INDEX 
UNCHANGED AT 50)
Business confidence was unchanged for the 
second quarter in a row. All 12 respondents, 

including Hyundai Heavy Industries Co Ltd  
and Samsung Electronics, were neutral 
about their outlook. A majority said the 
global economy was their top business risk, 
while two saw rising costs as a concern.

Three respondents reported an increase 
in orders, down from four in the previous 
quarter. The majority of the participants said 
orders remained steady.

   
TAIWAN: REBOUND IN SENTIMENT 
(INDEX AT 63 VS 50 IN Q3)
Optimism returned to Taiwan’s sentiment 
index, reversing the decline in the September 
quarter. Two of the eight respondents turned 
positive in their outlook, compared with none 
in the previous survey.

An overwhelming majority of the 
companies saw global economic uncertainty 
as the biggest risk to their business, while one 
said other risks posed the top worry. Three 
companies reported an increase in orders, 
compared to just one in the previous quarter.

Acer Inc and Yuanta Financial Holdings Co 
were among those taking part in the survey.

   
SOUTHEAST ASIA: MOSTLY WEAK, 
THAILAND TURNS NEGATIVE 
(THAILAND 40; PHILIPPINES 58; 
SINGAPORE AT 50; MALAYSIA AT 75)
Sentiment in Southeast Asia was mostly 

downbeat, with Malaysia being the only 
exception, improving its index reading to 75 
from 69 in the previous survey. Half of the 
respondents from the country continued to 
report an improvement in orders.

Singapore reading remained steady with 
all 15 respondents reporting no change 
in sentiment from the previous quarter. A 
majority of the companies cited the global 
economy as the biggest risk.

The Philippines posted its lowest ever 
reading of 58, down from 100 in the previous 
survey, with an equal number of respondents 
citing global economic uncertainty and other 
risks as the main reasons for concern. Only 
half of the six respondents continued to have 
a positive business outlook. By comparison, 
all 12 respondents in the previous survey had 
been positive.

Thailand was the only economy to turn 
in a negative score with a reading of 40, 
a sharp drop from Q3 when it posted a 
reading of 71. Two participants rated other 
risks as the main worry, an indication of the 
uncertainty because of the turmoil currently 
engulfing the country and its government. 
Four participants cited global economy as 
the primary concern, and another three said 
rising costs remains the biggest challenge.

There were no responses from Indonesia, 
the region’s biggest economy.

A child (bottom) does homework inside a shipping container serving as his accommodation in 

Shanghai. REUTERS/ALY SONG
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COVER PHOTO: A visitor takes pictures of a 

model of Beijing’s downtowns at the Beijing 

Planning Exhibition Hall. REUTERS/KIM 

KYUNG-HOON

http://graphics.thomsonreuters.com/13/03/ASIA_MAR.pdf
http://graphics.thomsonreuters.com/13/06/ASIA_JUN.pdf
http://graphics.thomsonreuters.com//13/09/AsiaSentimentSurvey_2013_SEP.pdf

	Next page 18: 
	Page 1: Off

	Button 2: 
	Previous page 12: 
	Page 8: Off

	Button 8: 
	Button 9: 
	Button 10: 


