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• Sentiment index rises to 64 in Q1 from 62 in Q4
• Global economic uncertainty remains biggest risk
• Sentiment in China, India, Australia turns weaker
• Autos, retail, resources sectors recover
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Asia business sentiment 
regains ground in Q1

By Miyoung Kim

Business sentiment among Asia’s top com-
panies edged up in the first quarter, as solid 
improvement in the Philippines and South 
Korea outweighed weakness in China, India 
and Australia amid persistent concerns over 
the global economy, a ThomsonReuters/
INSEAD survey showed.

The ThomsonReuters/INSEAD Asia 
Business Sentiment index snapped two 
consecutive quarterly declines and rose to 
64 in the first quarter of this year from 62 in 
the fourth quarter of 2013. A reading above 
50 indicates an overall positive outlook.

Uncertainty about the global economic 

outlook and rising costs remained the big-
gest risk factors for the region’s firms, ac-
cording to the survey, which also found 
sentiment in the autos, retail and resource 
sectors improved, while confidence among 
companies in the building sector tumbled.

Solid gains in Japan, South Korea and 
regional trading hub Singapore supported 
the index, but weaker sentiment from 
China, Australia and India underscored 
fragile prospects for an improvement in 
global demand.

China’s exports unexpectedly dro pped 
18 percent in February, fueling investor 
concerns over cooling growth in the world’s 
second-biggest economy.

Chinese premier Li Keqiang said the 
economy faced “severe challenges” in 2014 
and hinted Beijing would tolerate a slower 
expansion while it pushes through re-
forms aimed at providing more sustainable 
growth in the future.

“The sentiment (in China) is not great...
There isn’t a lot of transparency on what 
happens next,” said Stephen Green, head of 
China research at Standard Chartered.

The poll, conducted by ThomsonReuters 
in association with INSEAD, a global 
management and business school, was 
compiled between March 3-14.

The index surveyed more than 200 of 
Asia’s top companies in 11 economies 

A security guard stands next to an advertising board in front of a residential compound under construction in Wuhan in China’s Hubei province. 

REUTERS/STRINGER
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across sectors including property, financials 
and tech. Companies participating in the 
survey included Hyundai Heavy Industries, 
Fast Retailing Co Ltd and International 
Container Terminal Services (ICTSI).

Of the 102 Asian companies that re-
sponded, 65 percent reported a neutral 
outlook, 31 percent were positive and 3.92 
percent were negative in their prospects.

 
PHILIPPINES MOST BULLISH
Corporate sentiment in the Philippines 
rebounded the most in the first quarter of 
2014, with all 12 respondents reporting 
positive sentiment that pushed the senti-
ment index to 100, even as the majority of 
them were concerned about the uncertain 
global economy.

Most companies in the country reported 
higher new orders and employment lev-
els as massive rebuilding efforts, including 
the government’s $3.1 billion spending 
plan after a devastating typhoon in early 
November, are set to help sustain strong 
economic growth this year.

Overall sentiment in Southeast Asia’s 
$15 trillion economy was mostly positive, 
with Thailand being the only country in 
negative territory due to the lingering po-
litical turmoil.

In export-reliant north Asia, Japan and 
South Korea showed a solid recovery as they 
reported increased orders. Yet, 14 out of 17 
respondents in Japan were neutral on busi-
ness sentiment as they brace for a hike in 
consumption tax from April, which may ease 
a recent recovery in domestic consumption.

   
AUTOS, RETAILS, RESOURCES UP, 
BUILDING DOWN
By sector, the retail industry showed a big 
improvement, with half of the eight re-
spondents neutral and the other half posi-
tive, taking the reading up 17 points to 75 
from 58 in the fourth quarter of 2013.

In a sign of growing confidence in the 
sector, Asia’s top apparel retailer, Fast 
Retailing, which is aggressively expanding 
overseas, said this month it expects greater 
China sales to rise more than 30 percent 
this year.

“A recovering economy has contributed 
to the rosier performance of retailing in de-
veloped countries in Asia,” said Euromonitor 
International analyst Honey Lim.

“In addition, the completion of new and 
revamped malls in the city centre and sub-
urbs has supported value growth of retail-
ing in Singapore in 2014. High rental costs, 
particularly in Singapore and Hong Kong, 
also drove prices upwards as retailers pass 
increasing costs to end-consumers.”

Sentiment among Asian automakers 
also improved considerably, with all 11 re-
spondents saying they were neutral on the 
outlook. The sector reported a reading of 50 
in the first quarter compared to the 33 score 
it turned in the fourth quarter of 2013.

Despite the improvement, the survey 
showed that automakers were the least 
optimistic companies in Asia along with 
builders, with most respondents citing 
global economic uncertainty as the big-
gest business risk even though 64 percent 
of those surveyed reporting an increase in 
new orders and sales.

Sentiment among Asian builders, which 
were the most bullish last quarter, turned 
neutral, ending two consecutive quarters of 
gains.

Additional reporting by Ran Kim in Tokyo and 
Rujun Shen in Singapore

Dragon dancers perform inside a trading floor at the Philippine Stocks Exchange (PSE) during Chinese 

Lunar New Year celebrations. REUTERS/ROMEO RANOCO

Business sentiment
index improves in Q1

Source: Thomson Reuters/INSEAD.
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AUTOS: NEUTRAL AND IMPROVED 
(INDEX AT 50 VS 33 IN Q4)
Sentiment among Asian automakers 
improved considerably during the first 
quarter, with all 11 respondents saying they 
were neutral on the outlook. In the last 
quarter, one-third of the six respondents 
were negative. Most respondents cited 
global economic uncertainty as the biggest 
business risk, although new orders and sales 
increased at seven companies.

BUILDING: BULLISH NO MORE 
(INDEX AT 50 VS 100 IN Q4)
Builders, which were the most bullish last 
quarter, turned neutral to match autos 
as the least optimistic sector. All four 
companies polled said they were neutral, 
ending two consecutive  quarters of 
positive marks. Two cited global economic 
uncertainty as the top risk. New orders and 
sales either stayed the same or rose at the 
four companies polled.

FINANCIALS: MUCH THE SAME 
(INDEX AT 64 VS 63 IN Q4)
The reading among financial firms moved 
sideways, with 10 out of 14 respondents 
neutral and four positive - a similar ratio to 
last quarter’s survey. An overwhelming 12 
firms saw global economic uncertainty as 
the biggest risk, even as new orders and 
sales rose at just over half of the companies. 
Taiwan’s Yuanta Financial Holdings Co Ltd  
was among the companies surveyed.

Highlights
BY SECTOR 

A worker holds a pipe at Mobi Jaya Persada’s nickel mining area, Dampala village in Marowali in Indonesia’s central Sulawesi province. 

REUTERS/YUSUF AHMAD 
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FOOD: MORE POSITIVE 
(INDEX AT 60 VS 50 IN Q4)
Food companies were more optimistic in the 
latest survey, with the reading improving 
to 60 from 50. Six of the 10 respondents 
were neutral and three were positive, while 
one turned in a rare negative outlook. 
Seven companies reported an increase in 
new orders and sales. Japan’s Asahi Group 
Holdings and Kirin Holdings Co Ltd. were 
among the participants in the survey.

DRUGS: IMPROVES 
(INDEX AT 79 VS 75 IN Q4)
Sentiment at drugmakers stayed about 
the same after turning more bullish in 
the previous survey. Four respondents 
were positive, outnumbering the three 
others who were neutral. Rising costs and 
global economic uncertainty were among 
the primary concerns. Japan’s Takeda 
Pharmaceutical Co Ltd was among those 
surveyed.

PROPERTY: UNCHANGED AT TOP 
END (INDEX STAYS AT 75)
Property developers’ sentiment reading 
stayed at 75, with two each responding 
neutral and positive readings. New orders 
and sales increased at three of the four 
companies surveyed. Ayala Land Inc of the 
Philippines was among those surveyed.

RESOURCES: CONFIDENCE 
RETURNS (INDEX AT 62 VS 50 IN Q4)
With eight of 21 respondents positive and 
10 neutral, the index improved to 62 from 
50. Companies’ primary concerns were 
varied, but global economic uncertainty 
was the most common risk cited. Two said 
employment levels had fallen, while new 
orders and sales either stayed the same or 
rose at all 21 companies.

RETAIL: BIG IMPROVEMENT 
(INDEX AT 75 VS 58 IN Q4)
Half of the eight respondents were neutral 
and the other half positive, taking the 
reading up 17 points in the latest quarter. 
Four of the eight cited rising costs as their 
biggest risk, while sales rose at just over 

half of the companies polled. Japan’s Fast 
Retailing Co Ltd  was among those surveyed.

SHIPPING: STEADY 
(INDEX STAYS AT 67)
Shipping companies’ sentiment was neutral 
to positive, resulting in an unchanged 
reading of 67. Global economic uncertainty 
was the sector’s main source of concern. 
International Container Terminal Services Inc  
of the Philippines was among the companies 
surveyed.

TECH: MORE OF THE SAME 
(INDEX AT 65 VS 64 IN Q4)
Most technology companies surveyed were 
neutral, and the rest - 30 percent - were 
optimistic, keeping the sentiment index 
little changed at 65. More than half of the 
20 companies surveyed said new orders 
and sales increased and six reported higher 
employment levels. Global economic 
uncertainty was cited at a top risk by about 
half the respondents. Japan’s Canon Inc and 
Toshiba Corp were among the participants in 
the survey.

Notes:
** Companies sampled for the survey may 
change from one quarter to the next.

A man is reflected in a mirror at a hat store at the Namdaemun Market in Seoul. REUTERS/KIM HONG-JI

Biggest perceived risks 
to business outlook

Source: Thomson Reuters/INSEAD.

Note: Total no. of respondents = 92. *Includes policy 
changes, regulations and infrastructure etc.

Global
economic

uncertainty
50

Rising
costs

22

Currency
volatility
5

Other risks*
15

By number of respondents
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AUSTRALIA: ONE-YEAR LOW
(INDEX AT 64 VS 80 IN Q4)
Corporate confidence in Australia slumped 
from a three-year high in the previous 
quarter to its lowest level in a year, snapping 
a six-quarter winning streak.

Of the seven respondents, five were 
neutral and two were positive about 
the business sentiment. Four reported 
deterioration in employment levels, while all 
respondents in the previous quarter reported 
either higher or unchanged employment 
levels.

Three respondents cited global economic 
uncertainty as a major risk, and one 
considered rising costs its top concern.

Only one respondent reported increased 
new orders and the rest said the orders 
remained the same, a departure from the 
previous quarter’s results which showed 
growth in orders for half of the respondents.

CHINA: SHARP DECLINE
(INDEX AT 50 VS 75 IN Q4)
Corporate sentiment in China dropped 
significantly from the previous quarter to 50, 
on the border between being positive and 
negative. All eight respondents said they 
were neutral on their outlook.

Rising costs and uncertainty in global 
economies ranked as the top two concerns 
for the seven Chinese companies that 

responded to the question on business risks.
Six out of eight respondents said their 

orders and employment levels remained the 
same, while two reported increases in these 
levels.

INDIA: SENTIMENT SLUMPS 
(INDEX AT 65 VS 82 IN Q4)
Corporate sentiment in India dropped sharply 
on the quarter from a one-year high of 82 
a quarter earlier, as 30 percent of the 20 
respondents expressed optimism, sliding from 
nearly 65 percent in the last quarterly survey.

While no one was negative about their 
outlook, 14 out of 20 respondents said they 
were neutral.

Highlights
BY ECONOMY

The weekly night market in Kota Kinabalu in Malaysia’s state of Sabah on Borneo island. REUTERS/BAZUKI MUHAMMAD
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Eleven respondents cited the murky 
outlook on global economy as the top risk to 
their businesses, while five considered rising 
costs the biggest threat and some were 
worried about regulatory uncertainties.

Despite the less upbeat outlook, 18 out 
of 20 reported increased new orders and 
the other two said order levels remained 
the same. Nearly half of the 20 respondents 
reported higher employment levels and 11 
said levels were the same.

 
JAPAN: TICK-UP
(INDEX AT 59 VS 55 IN Q4)
Corporate sentiment in Japan edged up from 
the previous quarter. The uncertain global 
economy remained the paramount concern, 
while rising costs, volatile foreign exchange 
market and impact of a hike in consumption 
tax worried companies as well.

Fourteen of 17 respondents were neutral 
on business sentiment, while the rest were 
positive.

Of the 17 respondents, 14 reported 
employment levels remained the same while 
the rest reported improvements.

One respondent reported a fall in new 
orders, while five reported increases. The rest 
saw the same level of new orders.

SOUTH KOREA: 
HIGHEST IN NEARLY 3 YRS 
(INDEX AT 67 VS 50 IN Q4)
Business sentiment rose to 67, the highest 
since it hit 88 in the second quarter of 
2011. Five of eight respondents said global 
economic uncertainty was their biggest 
worry, while two cited rising costs.

Two-thirds of the respondents said new 
orders had risen, while the rest reported the 
same level of new orders, an improvement 
from the previous quarter.

TAIWAN: WEAKER 
(INDEX AT 50 VS 63)
Corporate sentiment in Taiwan weakened 
after a blip of optimism in the last quarter, 
as all six respondents said they were neither 
positive nor negative about business outlook.

Four out of six said they worried about the 
uncertain economic picture the most, while 

one was concerned about rising costs. All 
respondents said employment levels were 
unchanged.

SOUTHEAST ASIA: 
MOSTLY UPBEAT 
(THAILAND AT 41 VS 40; 
PHILIPPINES AT 100 VS 58; 
SINGAPORE AT 67 VS 50; 
MALAYSIA UNCHANGED AT 75; 
INDONESIA AT 50)
Southeast Asian businesses were mostly 
positive except for  Thailand, which remained 
in negative territory for the second quarter 
as the political turmoil continues to engulf 
the country. Four of 11 respondents were 
negative about the business outlook, a 
deterioration from last quarter’s results that 
found one-fifth of the respondents were 
negative.

Four out of 11 respondents in Thailand 
reported increased new orders and only one 
reported a decrease in new order levels.

Companies in the Philippines were the 
most optimistic of the bunch, with all 12 
respondents reporting positive sentiment 
that pushed the sentiment index to 100, 
even as the majority of them were concerned 
about the implication of the uncertain global 

economy. Most companies reported higher 
new orders and employment levels.

Singapore’s reading rose to 67 from 50 a 
quarter earlier, as eight of nine respondents 
reported an increase in new orders. Three-
quarters of the companies were worried 
about the global economic uncertainty.

Indonesia’s sole respondent reported 
neutral sentiment and concerns about rising 
costs. Malaysia’s reading remained the same 
as the previous quarter at 75.

 An employee walks inside the China Steel production factory in Kaohsiung. REUTERS/PICHI CHUANG

See the video: 
http://link.reuters.com/wuv67v

REUTERS TV

http://link.reuters.com/wuv67v
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COVER PHOTO: A man walks past a parking lot 

at Dayaowan port of Dalian, China’s Liaoning 

province June 10, 2012.  REUTERS/STRINGER
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