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Dear Investors,

Our focus this month is on US, the next few pages will cover US Market updates and
recommendations for your investment information.

In addition, we have line up a series of exciting seminars for you to us this month too!

Regards,
Unit Trust Team
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We have had a nice rally of the US Dollar against many
currencies since the June 2008. This has happened on the
repatriation of the US Dollar and the depreciation of major
currencies against the US Dollar.

The recent technical move in the US Dollar suggests further
upside to the currency. Furthermore, the weakening of the
global economy outside the US might see more weakness in
non US currencies, which might provide support for the US
Dollar.

Figure 1 shows the US Dollar Chart, which has been trading
above the 85 level, which is also a technical support level. If the
Dollar heads above 88.46, we might see more upside for the
US Dollar possibly up to 90. If the US Dollar breaks the 85
level, it should stay supported at the 80 support level.

Figure 1: US Dollar Index

Source: Bloomberg

Translating that into the USDSGD chart, we would expect the Figu Py SDGD’ i
USDSGD to be supported at the 1.50 level. The pair could head
to the 1.54 level in the short term, if it breaks the 1.54 level,
then we could see it head higher toward the 1.60 resistance
level. (Figure 2)

Source: Bloomberg

Figure 3 shows the performance of the US Dollar Index with the
S&P 500 Index. We can see that the relationship between the
two indexes have negative correlations for the past year.
Taking data points from 22 Jan 08 to 19 Jan 09 and if we do a
linear regression of the relationship, we find that the linear
relationship shows an R-squared regression value of 0.827, Figure 3: S&P 500 Index vs US Dollar Index
which shows a negative linear correlation between the US  Source: Bloomberg

Dollar and the Stock Index. Our expectation for a volatile stock

market performance could mean that the US Dollar would stay

elevated in the short term.




Figure 4 shows the performance of the S&P GS Commodity
Index versus the US Dollar Index. Taking data points from 22
Jan 08 to 19 Jan 09, the linear regression gives an R-squared
value of 0.789, which suggest a relatively good linear
relationship between Commaodities and the US dollar. Again, we
do not expect a sharp recovery in the global economy which
would bid against commodity prices and therefore translating to
a supported US Dollar strength.

Figure 5 shows the performance of the SGD USD versus
Singapore non oil domestic exports at current prices. It shows
that exports and the Singapore dollar have moved in tandem for
the past few years. Recently, exports have led the leg
downward on the sharp fall in world trade and could possibly
signal a downside movement for the SGD USD pair.

" H#

The Fidelity US Dollar Cash Fund invests in liquid money
market instruments and is considered a money market fund but
denominated in US Dollars. According to the fact sheet, the
fund is rated “Aaa” by Moody’s Investors Services. Investors
buying the fund would have to convert SGD into USD, which
makes the fund a natural long USDSGD play.

The table below illustrates the historical performance of the
fund. As typical of money market funds, the risk adjusted
performance ratios are very good while the fund has almost lost
little performance for the past year.

Fidelity US Dollar Cash Fund Performance (as of 19  Jan 2009)

1 mth 3mth [YTD |1 Year 3 Year |5 Year
IAbsolute Return 0.04 0.31 (0.02 [2.12 [3.70 [2.87
Maximum Drawdown 0.00
olatility 0.10
Semi variance 0.10
Sortino Ratio 6.11

Source: Bloomberg
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Figure 4: GS SP Commodity Index vs US Dollar Index
Source: Bloomberg
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Figure 5: SGD USD versus Singapore non oil domestic
exports at current prices
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It has been more than a year since the subprime crisis
started which gradually evolved into a credit crisis.
Questions remain as to whether US will recover from the
current crisis or will China replace US as the next economic
power. We shall do a review to analyze conditions in the
country.
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US is experiencing its worst recession in many years and
this is reflected in the ECRI Leading Economic Indicator of
US economic growth (figure 1). As indicated in the
diagram, the current recession has caused the index to go
beyond levels seen in 1974.

Disposable Personal income  and personal
consumption expenditure : Disposable personal income
fell by 0.1 percent in November from the previous month
(table 1). In conjunction with that, personal consumption
expenditure also decreased. It fell by 0.6 percent in
November. This marked the fifth straight decline.

Retail Sales: Reduction in consumption is reflected in the
retail sales numbers. Retail sale is an advance indicator of
the country’s level of consumption. This indicator has been
in the negative territory on a month-on-month (m-o-m)
basis for the sixth consecutive month (Table 2). For
December, it fell by 2.7 percent from November.
Consumers hit by sharp drops in home prices, rising
unemployment and difficulty accessing credit have no
choice but to pull back.

Figure 1: ECRI Leading Economic

Indicator

Table 1: Disposable income and

personal consumption expenditure in
us

2008
Nov | Oct | Sept | Aug | July

Disposable Personal Income:

Current -0.1| 0.2 0.1 -1.1 -1.0
dollars

Chained 1.0 | 0.7 0.0 -1.1 -1.5
(2000)

dollars

Personal Consumption Expenditures

Current -06 | -1.0 -04 -0.2 -0.1
dollars

Chained 06 | -05 -0.5 -0.1 -0.6
(2000)

dollars

% Change Month-on-Month (M-0-M)
Source: Bureau of Economic Analysis
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We had expected a better showing in this figure for Table 2: Retail Sales
December due to the festive season. However, it fell short
of our expectation and also the 1.2 percent decline which

I -0- 0
analysts had forecasted. We do not think that the numbers Month Retail Sales m-0-m %
will improve in the coming months as sentiments are weak May 383.769 1.0
and people are careful in spending their dollar. June 384.069 0.1

July 381.578 (0.6)
The numbers above have reinforced the fact that Obama’s Aug 378.966 (0.7)
stimulus package is much needed. Indeed, the package Sep 373.033 (1.6)
has been approved by the House of Representatives on Oct 360.296 35
28" Jan and it now heads to the Senate for approval. The : )
present package differs from the former in a couple of Nov 352.627 (2:2)
ways. Firstly, the size of the upcoming package is larger Dec 343.242 (2.7)
relative to the previous one. The earlier package cost $168 Figures in Bracket are negative
billion while the current is worth $819 billion. Secondly, this Source: Bloomberg, Phillip Securities Pte Ltd
stimulus package will have a greater reliance on tax cuts
and an emphasis on low-and middle-income earners. Table 3: Savings in US

It's a faster approach to put money into people’s pocket
and let them decide how to spend it; relative to developing
a major spending initiative. However, with savings trending
higher, we don’'t know how much this plan can boost
consumption in the short term. Hence, we expect retail
sales to remain weak in the months to come.

Personal | 298.0 | 252.3 | 131.6 | 81.2 | 179.7
Savings

Billions of dollars
Source: Bureau of Economic Analysis

Savings rate: Savings have continued to edge higher
(table 3). It has moved higher since August. With a falling
level of disposable income and a higher level of savings, it
shows that people in the states are looking at re-
accumulating their wealth. This is harmful to a cou ntry
whose GDP is largely dependent on domestic
consumption.

Figure 2: ISM Manufacturing Index

ISM Manufacturing Index: The ISM manufacturing index is
a composite diffusion index that examines manufacturing
firms on employment, production, new orders, supplier
deliveries and inventories. A reading above (below) 50
percent indicates an expanding (contracting) factory sector.
For December, the index stood at 32.4. It is 3.8 percentage
points lower than the 36.2 percent reported in November. It
is the lowest reading since June 1980 when the index was at
30.3 percent.

Source: Bloomberg, Phillip Securities Research.

This marked the sixth consecutive decline and shows that
manufacturers are pessimistic of the economy and are
reducing their production level.



Corporate earnings : A lower consumption level is
translated to lower corporate profits. Indeed, earnings for
the fourth quarter are expected to be weaker. This is shown
in table 4.

Such negative sentiments continue well into the next
quarter and this is evident from analysts’ earnings
projection for Q109.

This shows that the economy and corporate profits are not
about to recover.

Unemployment rate: Unemployment hit a historical high of
7.2 percent in December. The actual result was higher than
the 7 percent which analysts have forecasted. With demand
for goods and services falling, firms will most likely continue
to reduce their production. In turn, this will cause more
workers to be laid off in the months to come. Hence, we
expect this figure to trend higher in the near term.

We do not disagree that the United States will slow in the
months to come. As shown above, majority of the economic
data is pointing towards a slowdown in economic activities.
However, compared to the rest of the regions, US could be

the country which will recover the fastest. The following
explains why this is so.

First mover advantage : US is the first to react to the crisis
with a series of measures. Given that there is typically a lag
between the time policies are meted and the time effects
are shown, it will take an even longer period of time for the
rest of the economies as they have only started to react
recently.

Table 4: Expected Earnings Growth

Earnings growth for industry groups in S&P

500 Index (%)

S&P 500 Index Growth -19.7 | -14.7 | -2.1
S&P 500 Ex Financials -18.4 | -17.1 | -8.7
Consumer Discretionary | -51.7 | -38.3 | 6.9
Consumer Staples -0.4 0.2 5.9
Energy -23.0 | -34.7 | -32.8
Financials -51.3 | 6.6 81.5
Health Care 3.1 0.6 6.5
Industrials -18.6 | -15.0 | -10.0
Info Technology -195 | -15.6 | -6.6
Materials -65.3 | -43.3 | -27.1
Telecommunication -16.8 | -9.5 -1.8
Utilities -5.2 1.4 5.1

Source: Bloomberg




Conditions in other economies not looking good as
well: Various countries in Asia have announced that growth
is slowing. Given that many of these countries are export
dependent and that a large proportion of the exports are
bound for US, growth will be further affected and activities
will slow further in the months to come. Indeed, exports
level is already coming down. As shown in figure 3, exports
bound for US from China, Japan and Korea have fallen and
especially so in the month of November. In response to the
fall in demand, companies are cutting down on production
and shelving their investment plans for the time being. As
shown in figure 4, production levels in China and East Asia
are declining. All these suggest that conditions may worsen
further in the near term for these economies.

It will be hard for these economies to rely on domestic
consumption to boost growth. For a start, exports account
for a larger percentage of the countries’ GDP relative to
consumption. Secondly, Asians have the habit to save.
Given an economic slowdown, it will probably induce them
to cut spending further and save even more.

Price to earnings ratio (P/E): US equities have fallen
substantially. S&P 500, the most tracked stock index, has
declined by approximately 44 percent from its peak in Oct
2007. The price-to-earnings ratio for this index has too
fallen and it's currently at 17.26.

Although we like US, it should be noted that we remain
cautious in the short term as we do expect further negative
news to hit the market. Volatility will continue to pervade in
the economy. As many have said, the current crisis is
probably the worst of the century. Therefore, it will probably
take a considerable amount of time for the economy to
recover. Hence, we take a long-term view for this economy.

Yo#

There are currently about five US funds available on the
platform. Out of these funds, we prefer Infinity US 500 stock
index fund. This fund largely tracks the Standard and
Poor’s 500 index. We like this fund because we continue to
believe that the equity environment remains volatile and
therefore generating alpha fund returns will prove to be
challenging. (For more details on individual funds, please
refer to appendix).

Figure 3: Exports to US (China, Japan,

Korea)

Exports to US (MoM)

Time

OChina _ BKoea  OJapan

Source: Bloomberg

Figure 4: Industrial Production level in

China and Rest of East Asia

Source: Haver Analytics, Oxford Economics

Figure 5: PE Ratio of S&P500
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Aberdeen American
Opportunities Fund

Sector Allocation/ Top Holdings

Infor Tech (15.7%)
Financials (15.3%)
Healthcare (14.1%)
Industrials (11.8%)
Consumer Staples (11.3%)
Energy (10.9%)

Consumer Discretionary (8.6%)
Telecoms (4.2%)

Utilities (2.1%)

Materials (1.4%)

Cash (4.6%)

Performance
YTD (%)

1 Year (%)
(27.03)

Fidelity America Fund

Healthcare (14.7%)

Info Tech (14.6%)

Financials (14.2%)

Energy (13.7%)

Consumer Staples (13.2%)
Industrials (9.9%)

Consumer Discretionary (7.6%)
Materials (4.3%)

Others (6.7%)

Cash, (1.1%)

(4.32)

(38.13)

Infinity US 500 Stock
Index Fund

Info Tech (15.2%)

Energy (14.4%)

Healthcare (14.2%)

Financials (13.4%)

Consumer Staples (13.2%)
Industrials (11.1%)

Consumer Discretionary (7.4%)
Others (11.1%)

(4.61)

(33.55)

Legg Mason Value
Fund

Info Tech (28.91%),

Consumer Discretionary (17.24%),
Financials (16.33%),

Healthcare (15.42%),

Utilities (6.99%),

Industrials (5.16%),

Cash and cash equivalents (6.98%),
Industrials (5.16%)

Others (1.29%)

Materials (0.92%),

Consumer Staples (0.76%)

(4.80)

Franklin Templeton
US Opportunities Fund

Pharmaceuticals, Biotechnology & Life
Sciences (22.7%),

Software (15%),

Technology (14.5%),

Capital Goods (8.3%),

Energy (6.5%),

Transportation (5.8%)

2.34




Hotels Restaurants & Leisure (5.6%),
Telecoms (5.4%),

Diversified Financials (3.1%),

Others (12.5%)

United States funds comparison
Source: Various Fund House Fact sheet
For more details, please refer to individual factsheet

Upcoming Seminars

We are in the start of 2009. Although, recent economic data releases are pointing to a severe recession and rising
defaults. All is not lost, however, and various government and monetary authorities are acting to avoid the worst —
cutting interest rates and spending money to avoid a depression.

Do check out the Asian Equities which are on SALE! Capitalise on this chance-of-a-lifetime sale through value
investing. Join us to find out more through our investments seminars with the analyst and fund partners. In addition,
we have also included market updates sessions to keep you in touch with the financial news.

Lastly, if you are new to unit trust investment, join us in our Introduction to Unit Trust seminars. We will explain what
unit trust investment is, and guide you through our online trading platform, POEMS, to show you how you could
purchase your funds in a hassle-free way.

Details of the seminars are as follow:

Date Time Venue Topic
Outlook for 2009 —
“Buy now while spread last”
12" Feb Raffles City Tower By Schroders Fund
Thurs 12.30pm — 1.30pm 6" Floor Specialist
Phillip Money Market Fund
17" Feb Raffles City Tower | a positive return fund YTD”
Tues 12.30pm — 1.30pm 6" Floor PhillipCapital Manager
SMU Conference
Hall 1, Asia is "On Sale".
17" Feb Administration By Deutsche
Tues 6.00pm — 8.30pm Building Asset Management
Introduction to
Unit Trust Investment,
19" Feb Raffles City Tower how to buy Unit Trust on
Thurs | 12.30pm — 1.30pm 7" Floor POEMS

To register, kindly email your particulars comprising your Name, NRIC, and POEMS account number (if any) to
utseminars@phillip.com.saq.

Seats will be automatically confirmed, unless otherwise mentioned.

*Light refreshments will be served.



G al Disclaimer

Phillip Capital 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.

This publication is prepared by Phillip Securities Research Pte Ltd (“Phillip Securities Research”). By receiving or reading this publication, you
agree to be bound by the terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities Research shall not
be liable for any direct or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities Research has no reason to believe
are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are
based on such information and are expressions of belief only. Phillip Securities Research has not verified this information and no representation
or warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such.
Any such information or Research contained in this publication is subject to change, and Phillip Securities Research shall not have any
responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith.
In no event will Phillip Securities Research be liable for any special, indirect, incidental or consequential damages which may be incurred from
the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to
change at any time without prior notice.

Non-applicability of Section 27 of the Financial Ad  visers Act (Cap. 110) of Singapore and the MAS Noti  ce on Recommendations on
Investment Products

Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-NO1)
do not apply in respect of this publication.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or
particular needs of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or
reading this material should seek advice from a financial adviser regarding the suitability of such products, taking into account the specific
investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and
exercise of judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular
transaction nor a representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be
aware that many of the products which may be described in this publication involve significant risks and may not be suitable for all investors, and
that any decision to enter into transactions involving such products should not be made unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any
product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities
mentioned in this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, may provide an array of financial services to
a large number of corporations in Singapore and worldwide, including but not limited to commercial / investment banking activities (including
sponsorship, financial advisory or underwriting activities), corporate banking or securities trading activities. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, may have participated in or invested in financing transactions with the
issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business from such issuers.
Additionally, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, may have provided significant
advice or investment services to such companies and investments or related investments as may be mentioned in this publication.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, may at any
time engage in any of the above activities as set out above or otherwise hold a material interest in respect of companies and investments or
related investments which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, which is not reflected in this material, and Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research may, to the extent permitted by law, have acted upon or used the
information prior to or immediately following its publication. Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this material.

The covering analyst does not have an interest in the said company.



Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any
jurisdiction or country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would
subject Phillip Securities Research to any registration or licensing or other requirement, or penalty for contravention of such requirements within
such jurisdiction.

© 2006 Phillip Securities Research Private Limited



DISCLAIMER

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities Pte Ltd shall not
be liable for any direct or consequential loss arising from any use of material contained in this publication.

This publication is solely for general information 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 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 any person or group of persons acting on such information and advice. Unit Trusts distributed by
Phillip Securities Pte Ltd are not obligations of, deposits in, or guaranteed by, Phillip Securities Pte Ltd or any of its affiliates. No action should
be taken without first viewing the details in a fund’s prospectus. A copy of the prospectus can be obtained from Phillip Securities Pte Ltd or
online at www.eunittrust.com.sg. Past performance is not necessarily indicative of future returns. Investments in unit trusts are subject to
investment risks, including the possible loss of the principal 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.

This publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and
exercise of judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular
transaction nor a representation that any investment product described in this material is suitable or appropriate for the recipient. Recipients
should be aware that the investment products described in this publication may involve significant risks and may not be suitable for all investors,
and that any decision to enter into transactions involving such products should not be made unless all such risks are understood and an
independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with
respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Whilst we have taken all reasonable care to ensure that the information contained in this publication is accurate, we do 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. You may wish to seek advice
from a financial adviser before making a commitment to purchase the investment products mentioned. In the event you choose not to seek
advice from a financial adviser, you should consider whether the investment product is suitable for you. Any unit trusts mentioned in this
publication is not intended for U.S. citizens.

DISCLOSURE OF INTEREST

Statement pursuant to section 36 of the Financial Advisers Act - Phillip Securities Pte Ltd, 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.



