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·  Global Equities in November traded in volatile fashion 

·  We review the larger economies as well as provide an 
update of the performance of the equity and bond 
markets from a 3 month basis 

·  An update on the model portfolio 
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·  Henderson Promotion – Invest in the Henderson 
Asian Dividend Income Fund and receive $10 for 
every $10K invested 
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·  No new fund launches for now, but in the future. We 
will keep you updated on our website – 
www.eunittrust.com.sg 
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·  Our Seminar this month is on dividend paying funds. 
More details later 
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Banks came forth to reveal their write down numbers 
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It happened twice. The day after the Fed reduces the interest rate, equity market volatility 
increases. Is this a pattern? After the Fed cuts the rate on October 31, we saw triple digits 
losses on the Dow; Likewise, on 11 Dec, the Fed cuts 25 basis points, the Dow loses triple 
digits. 

Global equity markets traded lower after the Fed reduced the rate on October 31 to 4.5%. 
This happened on the backing of strong US economic data, which showed that the 166 
000 jobs were added in October and that the US economy expanded by 3.9% year on 
year in the third quarter.  

Later, Citigroup revealed a $7 billion write off, while Morgan Stanley reported $3.7 billion in 
losses in the last two months. CISCO and Qualcomm reduced their profit forecast, citing a 
lower US consumer spending. Investors flew to safety, as the ten year yield fell by 10 
basis points to 4.21%. Wells Fargo said that it was the worst housing market since the 
Great Depression. 

Through the month, the media had been reporting about the US market and we had a lot 
of people come on TV talking (which is getting a bit boring) about whether the US will have 
a recession.  

It was a slow drift southward for equities in November. The turnover event came toward 
the end of the month when Abu Dhabi Investment Authority planned to take a 7.5 billion 
stake in Citigroup. Freddie Mac also said that it would sell 6 billion in preferred stock and 
reduce dividends to boost capital. Ping An Insurance also bought a 4% stake in Fortis.  
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Our indicators are telling us that there might be more mess in equities ahead, so it is not 
advisable to stay in the line of fire. High Quality Bond Funds are better investment ideas.  
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Not so lovely in the short term - Short Term Neutral, Long Term Bullish 

�

There is a lot of coverage on the US economy, so we will keep the commentary short. It’s 
no wonder since the country is the largest economy in the world. The risks of recession 
seem to be higher every day and most analysts and economists out there are underweight 
US assets. In fact, there are more US citizens investing overseas than foreigners investing 
in the US. We still like the US in the long term, perhaps more so towards the end of 2008 
but the near term does not point to a pretty picture. If the market oversells US equities, it 
might be a good accumulation point for the longer term.  
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Source: Bloomberg, US Building Permits in Thousands 
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Source: Bloomberg, US Existing Home Sales in Millions 
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Source: Bloomberg, Change in NonFarm Payrolls 
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Source: Bloomberg, CPI ex Food and Energy YoY 
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Source: Bloomberg, ISM Non Manufacturing 
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Source: Bloomberg, Retail Sales Less Autos 
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Source: Bloomberg, Initial Jobless Claims 
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Source: Bloomberg, Net TIC Flow 

�� �����"�' �-�#,��#���!� � ���"��#�%*�* �7�

 

Source: Bloomberg, USD Forward Curve 
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Weakness becoming apparent - Short Term Neutral, Long Term Bullish 

�

The weakness in Europe is starting to become apparent. The European Union forecasts 
economic growth in the area to continue but at a slower pace. The impact of the financial 
markets on the economy seems to be taking shape. Despite the rate cut by the Bank of 
England and the rate hold by the ECB recently, inflation will continue to be an issue. Most 
economic indicators are off the highs and the near term trend seems to point to further 
downside.  
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Source: Bloomberg, Business Climate Indicators 
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Source: Bloomberg, Current Account in Billions of Euros 
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Source: Bloomberg, Economic Confidence 

 

 

 

 



 

 6�

�#%�����#������"�- ��'�#,�*'�

�

Source: Bloomberg, CPI YoY  
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Source: Bloomberg, GDP SA YoY  
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Source: Bloomberg, PMI Service Index 
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Source: Bloomberg, M3 Supply 
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Source: Bloomberg, EURO Forward Curve 
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Hard Landing Scenario Unlikely - Short Term Neutral, Long Term Bullish 
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The Chinese Yuan would remain pegged to a basket of currencies and is unlikely to be 
free floated in the near term. The inflationary levels in China have reached an 11 year high 
and the government has tightened rates and increased bank reserve ratios. The 
government might continue to introduce various measures to stabilize prices, particularly 
in the housing sector. House prices, have risen 9.5 percent in October, 5% higher from a 
year earlier. The problem lies in the shortage of housing to meet the demand from the new 
urban Chinese residents each year. The Chinese economy seems to be slowing down in 
the short term primarily from the slowdown in the US. But the long term prospects for the 
country remain positive.  

�� ��,#�����"��-��#%��!�-�#"��#��0�+�,+��

 

Source: Bloomberg, FDI YTD YoY 
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Source: Bloomberg, CPI YoY 
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Source: Bloomberg, Exports YoY 
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Source: Bloomberg, Imports YoY 
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Source: Bloomberg, Real Estate Climate 
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Source: Bloomberg, CNY Forward Curve 
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Bullish in the long run - Short Term Neutral, Long Term Bullish 

�

The fact that Putin might continue to be in power has brought in bad publicity for the 
Russian power. Putin had favored Dimitry Medvedev, his protégé as candidate for the 
coming elections in March 2008. And Dmitry said that he wants Putin to become prime 
minister after he becomes president. A young, modern and rock music fan, Dimitry is 
thought to be more liberal than others in the Kremlin. The Russian RTS Index had been 
hitting new highs, which probably was a signal of the endorsement of the possible new 
President. Foreign Investments continue to pour into the country, while inflation levels 
have gone up dramatically. Political tension between Russia and the Western powers 
remain high as Russia would come under pressure regarding issues about Iran, North 
Korea and democracy. And it remains to be seen how the new elected President would 
run the country. We like Russia for the long term and would be cautious on the country in 
the short term. 
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 Source: Bloomberg, RTS Index 
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Source: Bloomberg, CPI YoY 
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Source: Bloomberg, Current Account in Millions 
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Source: Bloomberg, Foreign Domestic Inflow YTD  
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Source: Bloomberg, Industrial Production YoY  
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Source: Bloomberg, Real GDP YoY 
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Source: Bloomberg, Unemployment Rate 
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Source: Bloomberg, M2 Money Supply 
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The squeeze in the credit markets is affecting M&A. The total number of deals done has 
taken a steep fall whereas average premiums per deal continue to be high.  

 

Source: Bloomberg 
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Latin American Emerging Market Bonds performed better from a 3 month perspective. 
Eastern Europe like Poland and Czech Republic also did well.   

 

Source: Bloomberg 
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India, Dubai, Brazil and Indonesia performed better in the last 3 months. 

 

Source: Bloomberg 
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Our position in the Greater China region did not do well recently, which kept the portfolio 
from performing. We exited our positions in equity funds on 12 Dec 07 but remain invested 
in bond funds. The performance of the aggressive portfolios is as follows. Do note that 
returns include WRAP charges of 1.5% p.a. 

12-Dec-07 Aggressive Name of Fund 

Rebalance 
Action Units Units to Sell Allowed? 

Ideal 
Weightage 

(Cash) 
China Funds            
Lion Capital China Growth Fund Full Redemption  6982.836735 6,982.8367 Yes 20.00% 
Australian Funds            
Lion Capital Australia Fund Full Redemption  8494.982069 8,494.9821 Yes 20.00% 
European Funds            
Fidelity European Aggressive Fund Full Redemption  7750.245805 7,750.2458 Yes 15.00% 
Emerging Middle East Africa Funds            
Fidelity EMEA Fund Full Redemption  725.1563323 725.1563 Yes 20.00% 
Bond Funds            
DBS Enhanced Income Fund Stay Invested 4816.81   Yes 10.00% 
Lion Capital Global Bond Fund Stay Invested 4121.731579   Yes 10.00% 
Cash   $3,481.43     5.00% 
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12-Dec-07 Aggressive Name of Fund 

Rebalance 
Action Units Units to Sell Allowed? 

Ideal 
Weightage 

(CPF) 
China Funds            
Lion Capital China Growth Fund Full Redemption  13,101.63 13,101.6327 Yes 37.50% 
European Funds            
Fidelity European Aggressive Fund Full Redemption  19,388.66 19,388.6577 Yes 37.50% 
Bond Funds            
DBS Enhanced Income Fund Stay Invested 5,156.4258   Yes 10.00% 
Lion Capital Global Bond Fund Stay Invested 4164.205263   Yes 10.00% 
CPF   $3,325.35     5.00% 
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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. 

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. 

 
 


