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Dear Investors,  
 
In July, most global equity markets ended the month lower. 
The housing woes from the US market got everyone on 
their feet. Bear Stearns, a US Investment Bank closed 
three hedge funds exposed to the US housing sector. News 
on the Street had it that there were more funds implicated 
by the housing mess.  
 
Looking forward, we still believe in the long term Asian 
growth story and view the sell off as overdone and it 
presented a buying opportunity for investors in Asia 
 
In this issue, we look at the US, European, Chinese and 
Japanese economies  
 
Then, we provide our model portfolios for the short and long 
terms.  
 
We also highlight funds promotions and new funds 
launches 
 
 
 
 
 
Regards,�
Unit Trust Team 

�

�

�

�

�

�
Please note the disclaimer at the end of the publication 
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 European Equities – Short Term Neutral, Long Term Bullish  
 
Economic data coming out from Europe point seemed to indicate that growth is slowing. Price 
Inflation was flattening, abundant liquidity and strong GDP growth in Europe. The job market 
looked good and we continued to see healthy earnings from corporations.  Overall, fundamentals 
still looked good for the economy.      
 
However, stock prices were not as good. In retrospect, September 2007 Dow Jones Stoxx 50 
futures had fallen to almost the same level in March 07. Investors who bought European funds in 
January to March would probably not be as profitable as those who bought the funds in March. 
We feel valuations for Europe are still attractive for the long term.  
 
On a Year-To-Date Basis, the top performers in the Equity Europe Category are  
 

1. Fidelity European Smaller Co Fund (EUR) – 13.78%*  
2. Schroder Emerging Europe Fund – 10.02%* 
3. Fidelity European Aggressive Fund – 8.82%* 
4. PRU Pan European Fund – 8.49%* 
5. UOB United European Small Caps Fund – 7.90%* 

 
*Source: POEMS, 30 Jul 07, excluded sales charge 
 
 

 
Source: POEMS Metastock, 31 Jul 07. Dow Jones Euro Stoxx Sep 07 Futures 
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Harmonised Index of Consumer Prices (YoY 
Growth, %)
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Source: Euro Stat, Jul 07 

Monetary Aggregate M3, YoY %
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Source: Euro Stat, Jul 07 
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GDP YoY % (at market prices)
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Source: Euro Stat, Jul 07 
 

Unemployment Rate, % of 
workforce
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Source: Euro Stat, Jul 07 
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Direct Investment (Financial Account), 
in millions of Euro
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Source: Euro Stat, Jul 07 

 

Industrial Production Index, 
2000 = 100 
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Source: Euro Stat, Jul 07 
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 US Equities – Short Term Neutral, Long Term Bullis h 
 
We expected US equities to do slightly better in July, it did not. On hindsight, the DJIA closed at 
13535.43 on 1 Jul 07 and ended the month at 13211.99 index points on 31 Jul 07. The collapse 
of the two Bear Stearn hedge funds in June started the jitters on the housing woes, and the effect 
spilled over to July and affected the stock markets. 
 
While we look to blaming the housing market for the sell off in late July, we felt that the yen carry 
trade should bear most of the fault. Coincidental on days with increased equity market volatility, 
we also saw the yen appreciate against the crosses. We felt that funds that employed the yen 
carry trade to invest in the equity markets had been unloading their assets in a bid to fend off a 
much higher cost from borrowing yen.  
 
Overall, US earnings looked good over the second quarter and GDP growth for Q2 07 was the 
fastest showing since 05. Looking forward, we felt that the US stock markets would end the 
month higher.  
 
On a Year-To-Date Basis, the top performers in the US Equity Category are  
 

1. Templeton US Aggressive Growth – 8.33%*  
2. Fidelity American Growth Fund – 4.73%* 
3. Fidelity America Fund A (USD) – 3.52% 
4. Infinity US 500 Index Fund – 2.56%* 
5. Fidelity America Fund A (USD) – 2.04% 

 
*Source: POEMS, 31 Jul 07, excluded sales charge 
 
 

 
Source: POEMS, Dow Jones Industrial Average, 1 Aug 07 
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Housing Starts and Permits (millions)
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Source: US Federal Reserve, Jul 07 
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PCE Wage and Salaries MoM %
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Source: US Federal Reserve, Jul 07 
 

GDP and PCE, % QoQ
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�

 Quarter 

Personal 
Consumption (in 
billions USD) 

Housing (in 
billions USD) 

Housing 
Operations 
(in billions 
USD) 

Total 
Housing (in 
billions 
USD) 

Housing 
Consumption over 
Consumption 

Q3 04 8245.1 1235.2 450.9 1686.1 20.45% 

Q4 04 8393.3 1251.2 457.8 1709 20.36% 

Q1 05 8488.8 1271.2 464.9 1736.1 20.45% 

Q2 05 8632.6 1289.5 470.1 1759.6 20.38% 

Q3 05 8810.5 1307.4 487.4 1794.8 20.37% 

Q4 05 8899.3 1326.8 501.7 1828.5 20.55% 

Q1 06 9034.7 1347.8 496.8 1844.6 20.42% 

Q2 06 9183.9 1371.1 496.7 1867.8 20.34% 

Q3 06 9305.7 1392.5 503.3 1895.8 20.37% 

Q4 06 9373.7 1413.9 509.7 1923.6 20.52% 

Q1 07 9540.5 1435.1 520 1955.1 20.49% 

Q2 07 9671.9 1455.4 522.6 1978 20.45% 
Source: US Federal Reserve, Jul 07 

�

 Chinese Equities – Short Term Bullish, Long Term B ullish  
 
China reported GDP growth of 11.9% in the second quarter of this year versus 11.1% for the rest 
of this year. They also increased the interest rate by 27 basis points and increased the bank 
reserve ratio recently. Fundamentals from China look strong and chinese companies had been 
reporting strong earnings.  
 
On hindsight, the recent volatility sell off in the markets did not affect the Chinese market as 
much. The Shanghai closed at 4027.05 at the beginning of the month and ended the month at 
4689.09. Moving forward, the National congress meeting at the end of the year and the Olympic 
Games next year should keep the market supported.   
 
On a Year-To-Date Basis, the top performers in the Greater China Equity Category are  
 

1. DWS China Equity Fund – 36.25% 
2. UOB United Greater China Fund – 35.80%*  
3. First State Regional China Fund – 30.99%* 
4. SGAM Golden China Fund (US$) – 30.97%* 
5. Lion Capital China Growth Fund  – 29.50%* 

 
*Source: POEMS, 31 Jul 07, excluded sales charge 

�
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�
Source: POEMS, Shanghai Composite, 1 Aug 07 
�

�
Source: Central Bank of China, Jul 07 
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Source: Central Bank of China, Jul 07 
 

 
Source: Central Bank of China, Jul 07 
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Source: Central Bank of China, Jul 07 
 
 

 Japanese Equities – Short Term Neutral, Long Term Bullish 
 
Japanese equities displayed some strength recently. Japanese multinationals reported strong 
earnings and we saw some signs of strength coming out of the economy. On the political front, 
many Japanese wanted Prime Minister Shinzo Abe to resign despite his determination to stay on 
following his party's crushing election defeat on 29 Jul 07. Attention would shift to the next 
election for the House of Representatives (the lower house), which must be held by September 
2009 but could and probably be held earlier, in 2008.  
 
The current economic expansion would continue, with annual GDP growth probably averaging 
about 2.5% in 2007-08. The yen had strengthened against most currency crosses and would stay 
strong in the second half of 2007 and into 2008. The Bank of Japan would increase interest rates 
in future as we see higher CPI and a larger current account surplus.  
 
On a Year-To-Date Basis, the top performers in the Japanese Equity Category are  
 

1. HSBC GIF Japanese Equity Class P (USD) – 5.70%* 
2. HSBC GIF Japanese Equity Class P (SGD) – 4.42%*  
3. DBS Japan Growth Fund – 4.36%* 
4. Fidelity Japan Fund – 1.99%* 
5. Lion Capital Japan Growth Fund  – 1.12%* 

 
*Source: POEMS, 31 Jul 07, excluded sales charge 
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Source: POEMS, Nikkei 225, 1 Aug 07 
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Unemployment Rate, Annual Rate % 
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Source: Bank of Japan, Jul 07 

 

Consumption Expenditures
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Source: Bank of Japan, Jul 07 
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CPI Index, 2005 = 100
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Source: Bank of Japan, Jul 07 
 
Euro Bunds – Short Term Neutral 
�

�
Source: POESM, 2 Aug 07. Euro Bunds Sep 07 Futures�
�
Volatility in the equity markets had some investors buying bunds. We were wrong when we said 
that bunds were going down last month. The ECB was expected to raise rates last month, but it 
seemed that they might keep rates on hold for a while. Flight to quality is another theme we might 
see in future as investors buy more government bonds for safety. We might see continued rallies 
in government bonds if equity markets continue to come under pressure.   
�
�
�
�
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10 Year Treasury Bonds – Short Term Bullish �
�

�
Source: POEMS, 2 Aug 07. US 10 Year Treasury Bonds Sep 07 Futures�
�
As seen in the recent rally in the 10 year Treasury bond futures, the possibility of the Fed raising 
rates has lowered. Flight to quality would mean better lower yields and higher government bond 
prices. 
 
The recent credit crunch on Asset Backed Securities could spell trouble on junk bonds, so we feel 
that investors should keep away from High Yields for a moment.  
 �
Conclusion �
�
Global Equity Markets ended lower on the month and some market indexes had reached the 
same level in March prior to the last sell off. Fundamentals continued to look good on the 
earnings side, particularly in companies that were exposed to global ex US growth. The drag on 
the US housing sector could have further implications on the market. We heard hedge funds 
unwinding their positions in the sector and investors wanted their money back. Until we see some 
good news coming out from the housing sector, equity markets could trend lower on any bad 
news from the housing sector.  
 
We felt that the selling was overdone and markets should pick up as we approach the end of the 
year. In the near term, although we might not see the same upward momentum we saw at the 
beginning of the year, we view this as a buying opportunity for investors. Nevertheless, we felt 
that investors should keep away from investing in economies or markets that were reliant on the 
US for growth.   
�
�
�
�
�
�
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Short Term Model Portfolio (less than 1 year) 
�
We would be making changes to the model portfolio soon and this would be highlighted in our 
Articles section on the website. We would mention the changes in the weekly update, so 
investors might want to look up our weekly update in www.poems.com.sg (if you have an account 
with us) or www.eunittrust.com (if you do not have an account with us). Here is the asset 
allocation for the model portfolio for different risk investors.  
 
The performance of the portfolio is as follows. Performance figures were taken as of 31 Jul 07 
and included WRAP Fees 
�

Name of 
Fund 

Price  Performance  Aggressive 
  

31-Jul-07 Weekly Monthly YTD 
Initial 
Investment Weekly Monthly YTD 

China 
Funds  

                
DWS China 
Equity  

2.8754 -0.98% 8.22% 38.31% $7,500.00 $7,426.14 $8,116.18 $10,373.02 
UOB United 
Greater 
China Fund 

2.977 -1.51% 7.89% 38.41% $7,500.00 $7,387.02 $8,092.02 $10,380.54 
HSBC GIF 
Chinese 
Equity Fund 

135.401 -0.98% 4.90% 22.82% $7,500.00 $7,426.72 $7,867.65 $9,211.50 
Asian 
Funds  

                
Phillip Asia 
Pacific 
Growth 

2.5 -4.07% 1.05% 11.91% $2,500.00 $2,398.31 $2,526.27 $2,797.67 
Aberdeen 
Pacific 
Equity  

4.1245 -3.65% 1.25% 16.81% $2,500.00 $2,408.78 $2,531.18 $2,920.37 
European 
Funds                  
Schroder 
European 
Equity Alpha 
Fund 

1.375 -3.17% -3.85% 6.59% $6,000.00 $5,809.86 $5,769.23 $6,395.35 
Aberdeen 
European 
Opportunities 
Fund 

1.726 -4.03% -3.24% 5.99% $4,000.00 $3,838.97 $3,870.39 $4,239.48 
 
 
 
 
 
Bond Funds                  
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Name of 
Fund 

Price  Performance  Aggressive 
DBS 
Enhanced 
Income Fund 

1.19373 -0.12% 0.13% 2.14% $7,500.00 $7,490.78 $7,509.56 $7,660.37 
Lion Capital 
Global 
Bonds Fund 

1.504 -0.07% -0.20% 2.17% $5,000.00 $4,996.68 $4,990.05 $5,108.70 
Less 
Expenses 
(WRAP Fee 
of 1.5%) 

          -$14.19 -$64.09 -$517.01 
Net Returns 

        $50,000.00 -1.66% 2.42% 17.14% 

�
 Cash/CPF Investments 
 Year to Date 
Aggressive 17.14% 
Balanced 12.26% 
Conservative 5.21% 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



   

 19 August 2007 

PHILLIP SECURITIES PTE LTD   
U TALK  

 

Long Term Model Portfolio (more than 1 year and les s than 5 years) 
�
Likewise, we did not amend our model portfolio for the long term investor. The performance of the 
aggressive investor is illustrated as follows. Performance figures include WRAP fees and were 
taken as of 31 Jul 07. 
 

Name of 
Fund Price  Performance  Aggressive 
  

31-Jul-07 Weekly Monthly YTD 
Initial 
Investment Weekly Monthly YTD 

Asian 
Funds  

                
Phillip Asia 
Pacific 
Growth 

2.5 -4.07% 1.05% 11.91% $9,000.00 $8,633.93 $9,094.58 $10,071.62 
Aberdeen 
Pacific 
Equity  

4.1245 -3.65% 1.25% 16.81% $8,500.00 $8,189.84 $8,606.00 $9,929.27 
European 
Funds                  
Schroder 
European 
Equity Alpha 
Fund 

1.375 -3.17% -3.85% 6.59% $8,000.00 $7,746.48 $7,692.30 $8,527.13 
Aberdeen 
European 
Opportunities 
Fund 

1.726 -4.03% -3.24% 5.99% $12,000.00 $11,516.90 $11,611.16 $12,718.45 
Bond Funds  

                
DBS 
Enhanced 
Income Fund 

1.19373 -0.12% 0.13% 2.14% $7,500.00 $7,490.78 $7,509.56 $7,660.37 
Lion Capital 
Global 
Bonds Fund 

1.504 -0.07% -0.20% 2.17% $5,000.00 $4,996.68 $4,990.05 $5,108.70 
Less 
Expenses 
(WRAP Fee 
of 1.5%) 

          -$14.01 -$61.88 -$400.62 
Net Returns 

        $50,000.00 -2.88% -1.12% 7.23% 

�
�
�
�
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�
 Cash/CPF Investments 
 Year to Date 
Aggressive 7.23% 
Balanced 5.41% 
Conservative 3.01% 
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Current Promotion 
 
 
 
 
 
 
 
 
 
 
 
 
DISCLAIMER 
 
This publication is solely for information and private circulation only. It should not be construed as an offer or solicitation 
for the subscription, purchase or sale of the securities, and specifically funds, mentioned herein. No actions should be 
taken without first viewing the details in a fund’s prospectus. Past performance is not necessarily indicative of future 
returns. Investments in unit trusts are subjected to investment risks, including the possible loss of the principle amount 
invested. Investors should note that the value of the units and income from the fund may rise as well as decline. Investors 
should also note that there are limitations whenever performance is stated or comparison is made to another unit trust or 
index for any specific period as no funds or indices are directly comparable. 
 
DISCLAIMER 
 
This publication is solely for information and private circulation only. It should not be construed as an offer or solicitation 
for the subscription, purchase or sale of the securities, and specifically funds, mentioned herein. No actions should be 
taken without first viewing the details in a fund’s prospectus. Past performance is not necessarily indicative of future 
returns. Investments in unit trusts are subjected to investment risks, including the possible loss of the principle amount 
invested. Investors should note that the value of the units and income from the fund may rise as well as decline. Investors 
should also note that there are limitations whenever performance is stated or comparison is made to another unit trust or 
index for any specific period as no funds or indices are directly comparable. 
 
Whilst we have taken all reasonable care to ensure that the information contained in this publication is accurate, it does 
not guarantee the accuracy or completeness of this publication. Any advice contained in this publication is made only on a 
general basis and is subject to change without notice. We have not given any consideration to and have not made any 
investigation of the investment objectives, financial situation or particular needs of any specific person or group of persons 
as we are not in possession of any such information. Accordingly, no warranty whatsoever is given and no liability 
whatsoever is accepted for any loss arising whether directly or indirectly as a result of any person or group of persons 
acting on such information and advice. Unit trusts are not obligations of, deposits in, or guaranteed by, Phillip Securities 
Pte Ltd or any of its affiliates. 

 
DISCLOSURE OF INTEREST 
 
Statement pursuant to section 36 of the Financial Advisers Act. Phillip Securities Pte Ltd and its directors and employees 
may have interest in the securities recommended herein from time to time, and its associates and connected persons may 
also have positions from time to time. Opinions and views expressed in this report are subject to change without notice. 
 
PhillipCapital is a group of companies who together offer a full range of quality and innovative financial services to retail, 
corporate and institutional customers.  Member companies in Singapore include Phillip Securities Pte Ltd, Phillip 
Securities Research Pte Ltd, Phillip Financial Pte Ltd, Phillip Futures Pte Ltd, Phillip Trading Pte Ltd, Phillip Capital 
Management (S) Ltd, CyberQuote Pte Ltd, International Factors (Singapore) Ltd and ECICS Ltd.   
 
Information on any and all independent PhillipCapital members and the respective financial services they offer can be 
obtained through the following website – www.phillip.com.sg.  Members can otherwise be identified by their authorised 
use of PhillipCapital brand name along with their own name in their documentation and literature. 
 

 

Terms and Conditions  
1. The qualifying period to enjoy this promotion is  from 6th August 2007 to 31st August 2007. 
Orders must be placed before 3pm on 31st August 200 7.  
2. This promotion does not apply to Switch in and T ransfer-ins 
3. This promotion only applies to Lump sum investme nt  
 

 
1. Emerging Europe, Middle East, Africa Fund 
 
2. Multi Asset Navigator Fund 
 
3. Korea Fund 
 
4. China Focus Fund 
 

Invest  S$10,000 in  the following  Fidelity's sui te of funds 
and receive  S$10 voucher . Promotional Period: (6th Aug 
2007 to 31st August 2007) . This will be open to all clients 
who invested during this promotion period through P hillip 
Securities.  
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This publication is provided to you for information only and should not be construed as an offer or solicitation for the 
subscription, purchase or sale of the securities, and specifically funds, mentioned herein. It also does not have any regard 
to your specific investment objectives, financial situation and any of your particular needs.  Accordingly, no warranty 
whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of 
you acting based on this information or advice.   
 
 
 
Investments are subject to investment risks including the possible loss of the principal amount invested.  The value of 
units in any fund and the income from them may fall as well as rise.   
 
Past performance figures as well as any projection or forecast used in this publication, are not necessarily indicative of 
future or likely performance of any investment products. 

 
No actions should be taken without first viewing the details in a fund’s prospectus. 
 
Whilst we have taken all reasonable care to ensure that the information contained in this publication is accurate, it does 
not guarantee the accuracy or completeness of this publication. The companies and their employees mentioned in this 
article cannot be held liable for any errors, inaccuracies and/or omissions howsoever caused.  Any opinion or advice 
herein is made on a general basis and is subject to change without notice.  The information provided in this publication 
may contain optimistic statements regarding future events or future financial performance of countries, markets or 
companies.  You must make your own financial assessment of the relevance, accuracy and adequacy of the information 
provided in this publication. 
 
You may wish to seek advice from a financial adviser before investing in any of the products mentioned. In the event that 
you choose not to seek advice from a financial adviser, you should consider whether the investment product is suitable for 
you.  

 
Directors and employees may have interest in the securities recommended herein from time to time, and its associates 
and connected persons may also have positions from time to time. Any unit trusts mentioned in the above newsletter is 
not intended for U.S. citizens. 
�

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 


