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Market Outlook

In January, global financial markets were volatile. Initially, the major
stock indices rose to record highs, but profit taking occurred as fund
managers sold shares and realised gains on valuations and earnings
concern.

The economic releases showed that the economy was relatively strong
rate cuts could only come in the later part of 2007. The
Reuters/University of Michigan's preliminary index of sentiment rose to
98 this month from 91.7 in December as energy prices retreated and a
strengthening labor market pushed wages higher. The Philadelphia
Federal Reserve Bank also said its business activity index rose to 8.3
in January.

Orders for U.S.-made durable goods increased in December by 3.1
percent, reflecting more demand for business equipment, motor
vehicles and aircraft. The Commerce Department reported that home
purchases rose 4.8 percent to an annual pace of 1.12 million while the
median price of a new home fell 1.5 percent to US$235,000 in
December. The figures point to a rebound in manufacturing and
housing in early 2007.

The Commerce Department also said that U.S. retail sales rose a
greater-than-forecast 0.9 percent after a 0.6 percent gain the prior
month. Purchases excluding autos rose 1 percent, up from 0.7 percent
the prior month. This was because Americans spent more on
electronics and restaurant meals to celebrate the year end holidays.
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Inflation remained a concern and the Fed is not likely to cut interest
rates soon. The government data showed that the U.S. Consumer
Price Index for December was in line with Wall Street's expectations.
The overall CPI was up 0.5 percent in December, above the 0.4
percent gain forecast, but core CPI, which excludes volatile food and
energy prices, was up 0.2 percent. A separate government report said
housing starts climbed 4.5 percent in December. Economic data on
Wednesday showed a stronger-than-expected gain in the Producer
Price Index in December and a rise in December industrial production
above economists' forecast.

There were also various corporate announcements that affected the
performance of U.S. stocks. Microsoft posted quarterly earnings that
topped Wall Street's estimates, driven by sales of database software
and its Xbox 360 game console. It also raised its full-year profit target.
eBay reported earnings that topped Wall Street's expectations. AT&T
Inc. shares gained after the company's mobile phone service, Cingular
Wireless, reported that its profit nearly quadrupled as customer growth
beat Wall Street estimates. Corning Inc. shares also gained after the
maker of glass for flat panel displays and fiber optic cable posted
fourth-quarter earnings that topped Wall Street estimates.

Furthermore, profit reports from Yahoo Inc. and Sun Microsystems Inc.
renewed optimism about tech company profits. Yahoo said a new Web
advertising system would add to profits sooner than expected while
computer maker Sun Microsystems posted a surprise quarterly profit
after five quarters in a row of losses. Sun also announced a $700
million deal with KKR Private Equity Investors LP, allowing the
company to fund future growth. Countrywide Financial Corp. shares
rose sharply after the Financial Times reported that talks between the
largest U.S. mortgage lender and Bank of America Corp. could lead to
a merger or joint venture.
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IBM’s outlook fell short of some investors' forecasts, and General
Electric reported poor performance by its plastics business. Intel, the
world's largest microchip maker, said late on Tuesday that quarterly
profit fell 40 percent and gross margins would not improve. Apple,
which last week unveiled its multimedia iPhone device, said it shipped
21.1 million iPods in the quarter and boosted profit by 78 percent, but
gave a forecast below analysts' targets. Symantec Corp., the security
software maker, warned of disappointing results and cut its full-year
outlook.

However, Alcoa gained after the aluminum maker unveiled a share
buyback. Motorola Inc.'s higher-than-forecast sales boosted
semiconductor makers. It also said that it planned to cut 3,500 jobs in
the first half of 2007 and save $400 million. Wells Fargo & Co., the No.
5 U.S. bank, rose after it said fourth-quarter profit increased 13
percent.

Oil prices fell to the USD 50 level before rebounding to the USD 55
level in end January. The initial drop was due to warm winter
conditions in the U.S. Northeast and sufficient U.S. oil supplies.
However, prices rebounded later after U.S. Energy Secretary said the
government planned to fill the nation's Strategic Petroleum Reserve.
The weather in the Northeast became colder and raised demand for
heating fuel. On 14 December, the Organisation of Petroleum
Exporting Countries (OPEC) agreed to cut production by 500,000
barrels per day from 1 Feb 2007 when the winter in the Northern
hemisphere is ending. This was after OPEC had cut production by 1.2
million barrels per day at the meeting in October.
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Political concerns over Iran’s nuclear plans remained as Iran said that
it would continue with its nuclear technology project. The United
Nations (UN) had imposed sanctions on Iran. First, all countries will be
banned from supplying specified materials and technology that could
contribute to the nuclear program. Second, an asset freeze will be
imposed on 10 key companies and 12 individuals in Iran’s nuclear and
missile programs named on a UN list. Third, all states are to notify a
Security Council sanctions committee if any of the 12 individuals are in
their countries. Iran had mentioned its intention to install 3,000
centrifuges to enrich uranium at a key nuclear plant. Moreover, Iran
banned 38 inspectors from the UN's International Atomic Energy
Agency (IAEA) from working in Iran to monitor Iranian nuclear
facilities. Furthermore, a former U.S. intelligence analyst said that U.S.
was planning military action against Iran. All these concerns are likely
to keep oil prices high.

The European Central Bank and Bank of England are also expected to
continue to raise interest rates on concerns of inflation. Furthermore,
the European economy is strong and consumer confidence is high.

Equity Markets

We provide our updates and recommendations on the Asian and
European equity markets.

China: The Chinese economy was doing well with GDP growth of more
than 10 percent in 2006. The performance of the economy and the
strong debut of IPOs including Industrial and Commercial Bank of
China (ICBC) resulted in funds flowing into the equity markets. There
would also be more IPOs as Chinese companies raised funds for
expansion of their operations.
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Although the Chinese government raised interest rates, introduced
measures to cool the property sector and increased the bank reserves
requirements to curb increases in bank loans, the economy is expected
to continue to post excellent growth. We had recommended China
funds in the July issue and expected them to continue to post gains.
However, given that valuations of Chinese companies had risen
sharply, we expected the gains of China funds this year to be lower
than 2006.

Singapore: In a risky environment, large and developed equity
markets including Singapore continued to provide a safe haven for
investors and trade at premiums to other regional markets. The
economy is performing well with the government expecting strong
growth for 2007. Moreover, with the integrated resorts opening in
2008, the outlook for the economy and companies remained excellent.

Hong Kong: The Hong Kong market is also another developed market
that is expected to perform as it benefits from the booming Chinese
economy and influx of tourists. The listing of Chinese companies on
the stock exchange is likely to result in fresh funds for the market.

Taiwan: Analysts are more optimistic on the technology sector and the
performance of the Taiwan market, which had a number of technology
companies. However, the political climate remained unstable with
political pressure on the President and opposition leader.

India: The Indian stock markets continued to attract buying interest in
January. However, risks remained high as valuations were demanding
at price-earnings (PE) ratios of more than 20 times.

Thailand: Thai stocks are currently cheap at undemanding PE ratios of
about 10 times. In December, the Thai government imposed capital
controls to curb the rise of the Thai Baht, but reversed the measures a
day later after the slump in the stock market. Moreover, on 31
December, bombs hit Bangkok and caused serious damages. This
would significantly increase the risk premiums for investing in
Thailand.
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Malaysia: The market rose to record highs in January. Valuations were
attractive as companies continue to return their high cash flows to
investors. As palm oil prices remained high, the recent merger among
plantation companies was expected to boost the performance of the
market.

Indonesia: Most funds were overweight on Indonesian equities as they
expected further interest rate cuts by Bank Indonesia. There was also
an increase in consumer and government spending.

Korea: Most funds were overweight on Korea funds. The domestic
economy was doing well and should benefit the banks and
consumables while the technological sector had been upgraded.

Japan: Most funds were slight overweight on Japan, especially the
financial sector. The Bank of Japan was expected to raise interest rates
as the economy continued to grow strongly and unemployment
remained low.

Europe: European equities were expected to perform as most funds
found the valuations attractive and the economies continued to
perform well.
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Sectors

Sector Short Term Medium Term Long Term
Property Overweight Overweight Overweight
Healthcare Neutral Overweight Overweight
Technology Overweight Overweight Overweight
Banking & Overweight Overweight Overweight
Finance

Resources Overweight Overweight Neutral

Property: Currently, most funds were overweight on the property
sector. This was because of high demand for office and retail space for
businesses that were growing globally. This was especially so for
Europe and the developed cities in Asia including Singapore, Hong
Kong, Shanghai and Macau.

Healthcare: We had rated the sector as neutral for the short term. The
Democrats’ win in the U.S. mid-term elections resulted in the drop in
shares of big drug makers and health-care companies dropped as
investors were concerned that a Democrat-controlled Congress might
move to curb prices. However, the healthcare sector was also
expected to continue to grow. As people became more affluent and life
spans became longer, better healthcare was required.

Technology: Analysts are currently overweight on the technology
sector after Microsoft announced that the next version of its Windows
operating system, Vista, would be available to retail customers on
January 30. This boosted technology shares and Nasdaq rose sharply.

Banking and Finance: The banking sector had often been beneficiaries
of growing economies. This was due to the increase in credit spending,
bank loans, demands for wealth management services. We expected
the sector to continue its strong performance from the short to long
term.

Resources: Oil prices had fallen to the USD 55 level as more supplies
of oil entered the markets due to more exploration and refining. On
the other hand, the demand from US, China and India remained
strong. There were also political uncertainties in the Middle East.
Therefore, we were overweight in the sector.
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Bond Markets

US interest rates had peaked as the economy was slowing down and
inflation remained under control. In fact, most analysts expected the
Fed to start cutting interest rates in end 2007. However, the U.S.
dollar was expected to fall in value against the Euro and Asian
currencies. This was because of expectations that central banks would
reduce the holdings of U.S. dollars as reserves.

Moreover, with the European Central Bank and Bank of Japan
continuing to hike interest rates, Euro and Japanese yen bonds could
drop in values. However, the Euro had recently sharply against most
currencies, including the U.S, dollar. Thus, investors would have to
select high yield bonds for investment.

Conclusion

Global equities had a good run in 2006 and most analysts had raised
concerns on valuations of companies. There could be market
corrections as fund managers adjust their portfolios and select
undervalued companies that could give higher returns. Generally, we
expect equities to gain in 2007, but the returns are likely to be lower
than 2006 as growth in corporate earnings moderate.

U.S. interest rates had peaked, but the U.S. dollar had fallen in value
against other currencies. Investors would have to take into account
the depreciation of the dollar when investing in U.S. dollar bonds.
However, European Central Bank and Bank of Japan were expected to
continue their rates hikes. This would result in a drop in the value of
bonds.

e helpdesk: 6531 1555 e email: unittrust@phillip.com.sg ¢ website: www.poems.com.sg/ (Select
UNIT TRUST)




PhillipCapital

Fund Recommendation (29 January 2007)

We had recommended European funds in December 2006. For January
2007, we reiterated our buy call on European funds for investors who
do not hold such funds in their portfolios.

Asian funds had an excellent run this year and valuations are
becoming demanding. Hence, we recommend that investors reduce
part of their holdings in Asian funds and switch into European funds.

The European economies are growing strongly again after several
years of weakness. Currently, consumer confidence is robust and
businesses are expanding. There are also mergers and acquisitions
taking place among European companies, which could lead to a rise in
the valuations of companies. In addition, exports to Asia and U.S. are
still growing with many companies setting up their operations and
offices in Asia.

Listed are the historical returns (as at 29 January 2007) of the funds:

Fund Name Annualised Return (%) as at 29/01/07
YTD [1yr 2yrs [3yrs [5yrs

Aberdeen European Opportunities Fund 2.45 25.11 |18.46 [15.60 [11.16

Schroder ISF-Emerging Europe (EUR) 0.26 10.52

Schroder ISF-EURO Active Value(EUR) 2.23 24.24

Henderson European Fund 1.68 18.63 [19.31 |14.79 [10.94

Schroder Emerging Europe Fund (0.86) [10.66

Schroder ISF-European Smaller Co (EUR) 4.60 26.77

UOB United European Small Caps Fund 2.96 27.69 [21.40 |15.66 [18.42

Schroder European Equity Alpha Fund 2.33 22.22

DIT- Industria Fund 0.93 16.29 |18.18

HSBC Pan-European Growth Fund 1.47 21.54 |18.73  [13.18 |10.53

Fidelity European Smaller Co Fund (EUR) 4.57 23.60

PRU Pan European Fund 1.20 18.78 20.61 |16.50 [10.79

UOB United European Equity Fund 1.23 14.66 [14.85 |11.35 [7.86

OCBC Infinity European Stock Index Fund 0.92 22.57 ]19.71 |15.31 |11.54

Fidelity European Growth Fd A(EUR) 2.21 12.50 [23.35

Schroder European Large Cap Equity Fd 1.68 20.81 |16.72 |13.21 [8.69
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Legg Mason Pan-Europe Equity Fund 0.65 18.18 |14.50 |11.02 |7.63
DBS Shenton Greater Europe Fund 0.97 14.41 16.07 |12.45 [7.18
ABN AMRO Star Europe Equity Fd 1.14 20.29 |16.93 |10.75 [5.81

Henderson European Property Securities Fund [0.73 45.58 3592 36.22 |32.47
Fidelity European Aggressive Fund (EUR) 2.22 13.69
Templeton FTF European Equity Fund 1.82 19.18 [15.88 |13.38 [10.81

In our evaluation of the performances, we noted that most of the
funds, which had existed for at least five years, had produced
annualised returns of more than 10 percent. To narrow down to the
better performing funds, we are highlighting the top three funds that
reap year-to-date (YTD) and one-year returns of more than 20 percent
and annualised returns of more than 15 percent for the two-year and
three-year periods:

e Aberdeen European Opportunities Fund: This fund invests mainly
in the financial and consumer sectors in Europe, which are
expected to benefit from the growth in the European economies.
They are also focusing on companies that could be re-rated due
to mergers and acquisition. It is currently overweight on Europe
and recommends the fund to investors.

e UOB United European Small Caps Fund: This fund focused on
smaller, growing companies in the industrial, financial and
consumer sectors that could reap high returns for investors. It is
also overweight on Europe.

e Henderson European Property Securities Fund: This fund
delivered the highest annualized returns of more than 30 percent
for the 3-year period. It has a strong focus on properties, which
are expected to benefit from the growth of the European
economies. It also constantly updates investors and is optimistic
on the outlook of the fund.

For risk diversification, we would recommend investments in a few
funds rather than focusing on one or two funds as their performances
could vary over time as a result of different stock holdings in the
funds.
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The details and descriptions of the funds are as follows:

Aberdeen Schroder ISF- Schroder ISF-

European Emerging Europe | EURO Active

Opportunities Fund | (EUR) Value(EUR)
Launch Date 14 Aug 1998 28 Jan 2000 9 Aug 2002

Latest Fund Size

S$80.9 million

EURS563.4 million

EUR1,597.8 million

Investment objective

Invests in equities
and equity-related
securities of

Invests in equity
securities of
Central and Eastern

Invests in equity
securities of
companies in

corporations European Europe
registered in Europe | companies
Minimum investment S$1000 (initial); EUR1000 (initial); | EUR1000 (initial);
S$100 (subsequent) | EUR1000 EUR1000
(subsequent) (subsequent)
Fees & charges
Normal sales charge 5% 5% 5%
Annual management fee | 1.5% 1.5% 1.5%
Henderson Schroder Emerging | Schroder ISF-
European Fund Europe Fund European Smaller
Co (EUR)
Launch Date 17 Apr 2000 14 Oct 2005 7 Oct 1994

Latest Fund Size

S$32.3 million

S$191.2 million

EUR 613.6 million

Investment objective

Invests in equity
securities of
companies having

Invests in equity
securities of Central
and Eastern

Invests in equity
securities of smaller
European companies

their registered European companies
office in Europe
Minimum investment S$1000 (initial); S$1000 (initial); EUR1000 (initial);
S$100 (subsequent) | S$500 (subsequent) | EUR1000(subsequent)
Fees & charges
Normal sales charge 5% 5% 5%
Annual  management | 1.2% 1.5% 1.5%
fee
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UOB United Schroder DIT- Industria Fund
European Small European Equity
Caps Fund Alpha Fund

Launch Date Feb 2000 25 Apr 2005 19 Jan 1959

Latest Fund Size

S$41.33 million

S$ 102.2 million

EUR 2,319.42 million

Investment objective

Invests in European-
listed companies with

Invests in equity
securities of

Invests in equities of
leading European

market capitalization | European companies
of less than US$2 companies
billion
Minimum investment S$1000 (initial); S$1000 (initial); S$1000 (initial);
S$500 (subsequent) S$500(subsequent) | S$500(subsequent)
Fees & charges
Normal sales charge 5% 5% 5%
Annual  management | 1.75% 1.5% 1.35%
fee
HSBC Pan-European | Fidelity European PRU Pan
Growth Fund Smaller Co Fund European Fund
(EURS)
Launch Date 9 Nov 1999 1 Dec 1995 16 Apr 2001
Latest Fund Size S$8.3 million EUR 1,651 million S$38.4 million
Investment objective | Invests in company Invests in equity Invests in

shares quoted on
markets in the United

securities of small and
medium-sized

securities of
companies in

Kingdom and in other | European companies | Europe
continental European
countries
Minimum investment | S$2500 (initial); EUR2500 (initial); S$1000 (initial);
S$1000 (subsequent) | EUR1000(subsequent) | S$100
(subsequent)
Fees & charges
Normal sales charge 5.5% 5.25% 5%
Annual management | 1% 1.5% 1.5%
fee
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UOB United OCBC Infinity Fidelity European
European Equity European Stock Growth Fd
Fund Index Fund A(EURS)

Launch Date Jul 1997 30 May 2000 1 Oct 1990

Latest Fund Size S$19.42 million S$8.9 million EUR20,948 million

Investment objective

Invests in securities
listed on the stock
exchanges in the
European region

Invests in securities
in the MSCI Europe
Index in roughly the
same proportions as
presented in the
index

Invests in equity
securities quoted on
European stock
exchanges

Minimum investment | S$1000 (initial); US$1000 (initial); EUR2500 (initial);
S$500 (subsequent) USS$100(subsequent) | EUR1000
(subsequent)

Fees & charges

Normal sales charge 5% 2% 5.25%

Annual management | 1.75% 0.475% 1.5%

fee
Schroder Legg Mason Pan- DBS Shenton
European Large Europe Equity Greater Europe
Cap Equity Fd Fund Fund

Launch Date 24 Jun 1998 9 Feb 1998 31 Jul 1998

Latest Fund Size

S$ 32.4 million

S$5 million

S$10.19 million

Investment objective

Invests in the larger
market
capitalisation stocks
in the major

Invests in securities
of companies listed
on a Regulated
Market in a broad

Invests in securities
of corporations in
Europe

European markets range of OECD
European Countries
Minimum investment S$1000 (initial); S$1000 (initial); S$1000 (initial);
S$500 (subsequent) | S$100 (subsequent) | S$500 (subsequent)
Fees & charges
Normal sales charge 5% 5% 4%
Annual management fee | 1.25% 1.5% 1.5%
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ABN AMRO Star | Henderson Fidelity European
Europe Equity Fd | European Property | Aggressive Fund
Securities Fund (EUR)
Launch Date 27 May 1998 1 Jun 1999 1 Feb 1998
Latest Fund Size EUR172.1 million EUR 1.5 billion EUR 3,625 million
Investment objective Invests in equity Invests in quoted Invests in equity
securities of equity securities of | securities of
European companies which European
companies. derive revenue from | companies by
the ownership, following an
management and/or | aggressive approach
development of real
estate in Europe.
Minimum investment S$1000 (initial); S$1000 (initial); EUR2500 (initial);
S$500 (subsequent) | S$100 (subsequent) | EUR1000
(subsequent)
Fees & charges
Normal sales charge 5.25% 5% 5.25%
Annual management fee | 1.35% 1.2% 1.5%

Templeton FTF
European Equity
Fund

Launch Date

16 Jul 2001

Latest Fund Size

EUR 332.7 million

Investment objective

Invests in equity and
debt obligations
issued by European
corporations and

governments
Minimum investment S$1000 (initial);
S$500(subsequent)
Fees & charges
Normal sales charge 5%
Annual management fee | 1.9%

Source: Factsheets from the various funds
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Model Portfolio (Short Term Period of Less Than One
Year)

For the period Oct - Dec 2006 (4Q 06), we had focused on the China
and Asian equities funds as we expected them to post better returns.
These funds performed well in the fourth quarter and posted good
returns for investors.

However, we recommend a reduction in Asian funds and an increase in
European funds as Asian equities had run up rapidly in the year end
rally and valuations are becoming demanding. European equities are
more attractive in terms of valuations and likely to outperform next
year.

Moreover, China funds are expected to continue their strong
performances in the short term, which is until the 2008 Beijing
Olympics. Thus, we continue to hold the China funds in our model
portfolio (short term).

We have also selected a mixture of Asian and emerging markets bonds
that have posted stable performances. These funds are among the
best performing funds in the fund recommended list. We maintain the
same asset allocations for the bond funds for 4Q 06 and 1Q 07. The
model portfolios for 4Q 06 and 1Q 07 are listed below:

Cash Investments

Trade Asset Allocation (Percentage) for Different Types of
Type Investors
Name of Fund Aggressive Balanced Conservative
4Q06 |1Q07 |4Q06 |1Q07 |4Q06 |1Q07
China Funds
HSBC Chinese Growth Cash, 15 15 10 10 4 4
CPFIS-0OA,
SRS
Fidelity China Focus Fund | Cash 15 15 10 10 3 3
DWS China Equity Cash, 15 15 10 10 3 3
CPFIS-0OA,
SRS
Asian Funds
Aberdeen Pacific Equity Cash, 15 5 10 5 5 3
CPFIS-0A,
SRS
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Phillip Asia Pacific Growth | Cash, 15 5 10 5 5 2
SRS
European Funds
Aberdeen European Cash, 0 10 0 5 0 3
Opportunities Fund CPFIS-0A,
SRS
Henderson European Cash, 0 10 0 5 0 2
Property Securities Fund CPFIS-0OA,
SRS
Subtotal (Equity Funds) 75 75 50 50 20 20
ABN AMRO Star Europe Cash, 10 10 20 20 35 35
Bond Fund SRS
DBS Enhanced Income Cash, 10 10 25 25 40 40
Fund CPFIS-0A,
CPFIS-SA,
SRS
Subtotal (Bond Funds) 20 20 45 45 75 75
Cash
Lion Capital SGD Money Cash, 5 5 5 5 5 5
Mkt SRS
Subtotal (Cash) 5 5 5 5 5 5
Total 100 100 100 100 100 100
CPFE Investments
Trade Asset Allocation (Percentage) for Different Types of
Type Investors
Name of Fund Aggressive Balanced Conservative
4Q 06 1Q 07 4Q 06 1Q 07 4Q 06 1Q 07
China Funds
HSBC Chinese Growth Cash, 15 15 10 10 4 4
CPFIS-0A,
SRS
DWS China Equity Cash, 15 15 10 10 3 3
CPFIS-0A,
SRS Cash
UOB United Greater China | Cash, 15 15 10 10 3 3
Fund CPFIS-0A,
SRS
Asian Funds
Aberdeen Pacific Equity Cash, 15 5 10 5 5 3
CPFIS-0A,
SRS
UOB United Asia Cash, 15 5 10 5 5 2
CPFIS-0A,
SRS
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European Funds

Aberdeen European Cash, 0 10 0 5 0 3
Opportunities Fund CPFIS-OA,

SRS
Henderson European Cash, 0 10 0 5 0 2
Property Securities Fund CPFIS-0A,

SRS
Subtotal (Equity Funds) 75 75 50 50 20 20
DBS Enhanced Income Cash, 15 15 25 25 40 40
Fund CPFIS-0A,

CPFIS-SA,

SRS
Lion Capital Global Bond A | Cash, 10 10 25 25 40 40
SGD CPFIS-0A,

CPFIS-SA,

SRS
Subtotal (Bond Funds) 25 25 50 50 80 80
Total 100 100 100 100 100 100

*There are no money market fTunds that can utilize CPF

funds.
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Model Portfolio (Long Term Period of One to Five
Years)

For the long term period, we would recommend that investors select a
diversified portfolio of Asian and European equities funds. This would
allow investors to achieve better performances and lower volatility
over a longer period.

Having recovered from the Asian financial crisis, Asia continues to be
the leading base for the production of industrial goods for the rest of
the world. As Asian economies grow and consumers become more
affluent, there will be higher demand for goods and services globally.
Companies that invest correctly in the various growth sectors will
report better profits and their share prices can rise over the long term.
Thus, Asia funds are expected to perform over the long term.

As mentioned earlier, the European economies are growing strongly
again after several years of weakness. There are also mergers and
acquisitions taking place among European companies, which could lead
to a rise in the valuations of companies. Exports to Asia and U.S. are
still growing with many European companies setting up their
operations and offices in Asia. We would also hold European funds in
our long term portfolios.

China funds are not included in the portfolios as they are more volatile
and the strong performances are likely to continue only for the short
term period of about one year. The model portfolios for 4Q 06 and 1Q
07 are listed below:

Cash Investments

Trade Asset Allocation (Percentage) for Different Types of
Type Investors
Name of Fund Aggressive Balanced Conservative

4Q06 | 1Q07 |(4Q06 |1Q07 |4Q06 |1Q07

Asian Funds

Aberdeen Pacific Equity Cash, 17 17 12 12 5 5
CPFIS-OA,
SRS

Phillip Asia Pacific Growth Cash, 18 18 13 13 5 5
SRS
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European Funds
Aberdeen European Cash, 20 20 13 13 5 5
Opportunities Fund CPFIS-OA,
SRS
Henderson European Cash, 20 20 12 12 5 5
Property Securities Fund CPFIS-0A,
SRS
Subtotal (Equity Funds) 75 75 50 50 20 20
ABN AMRO Star Europe Cash, 10 10 20 20 35 35
Bond Fund SRS
DBS Enhanced Income Cash, 10 10 25 25 40 40
Fund CPFIS-0A,
CPFIS-SA,
SRS
Subtotal (Bond Funds) 20 20 45 45 75 75
Cash
Lion Capital SGD Money Mkt | Cash, 5 5 5 5 5 5
SRS
Subtotal (Cash) 5 5 5 5 5 5
Total 100 100 100 100 100 100

CPF Investments

Trade Asset Allocation (Percentage) for Different Types of
Type Investors
Name of Fund Aggressive Balanced Conservative

4Q06 | 1Q07 |[4Q06 |1Q07 |4Q06 |1Q07

Asian Funds

Aberdeen Pacific Equity Cash, 17 17 12 12 5 5
CPFIS-0OA,
SRS
UOB United Asia Cash, 18 18 13 13 5 5
CPFIS-0OA,
SRS
European Funds
Aberdeen European Cash, 20 20 13 13 5 5
Opportunities Fund CPFIS-OA,
SRS
Henderson European Cash, 20 20 12 12 5 5
Property Securities Fund CPFIS-OA,
SRS
Subtotal (Equity Funds) 75 75 50 50 20 20
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DBS Enhanced Income Cash, 15 15 25 25 40 40
Fund CPFIS-0A,

CPFIS-SA,

SRS
Lion Capital Global Bond A Cash, 10 10 25 25 40 40
SGD CPFIS-0A,

CPFIS-SA,

SRS
Subtotal (Bond Funds) 25 25 50 50 80 80
Total 100 100 100 100 100 100

*There are no money market funds that can utilize CPF

funds.
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Promotion!

Tap ke the wida spread of growih
opariumtlies in Greater China and Asia.

Invest in UOB Unlted Asia Fund & UOB
United Greater China Fund and Received

Terms and Conditions

1. Every S$20,000 invested in the above 2 funds will entitle client to a S$20 Takashimaya vouchers

2. The qualifying period to enjoy this promotion is from 16™ January 2007 to 28"February 2007.
Orders must be placed before 3pm on 18" February

3. Applicable for Cash and SRS investments only and does not apply to Switch in and Transfer-ins

4. This promotion only applies to Lump sum investment
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Invest in
1) FTF - Global Balanced Fund 2) FTF - Global Equity Fund
2) FTF — Emerging Markets Fund 4) FTF — Asian Equity Fund

and get Special Gifts:

(1) A Pair of 24 Gold-Plated Carp
Chopsticks Rests (RVCCRFO02G)

G w7y
.
For investment amount from $28,000 to below $118,000
(2 Two Pairs of 24 carat Gold-Plated
Chopsticks on Carp Chopstick Rest,

Symbolizing Abundance Success and
Wealth (RVCSRO2M)

/e

With a copy of Dr Mark Mobius’s latest book “Equities”
For investment amount more than $118,000

The promotion period is from 22 January to 30 March 2007

"SIILINNLYIOIAO FLINIANI HLIM

SAMNd 40 1004 SNOI2NIHSNY NY
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New Fund!

SGAM eGlobal Luxury &
Lifestyle Fund

** Highlights of the fund **

+ Singapore’s 1st unit trust targeted at the niche
luxury brand market

<+ Replicates the successful track record of French mutual
fund SGAM Invest Sectuer Luxe with annualized return of
24% since Oct 2002
International portfolio of mainly European luxury goods and
services companies
Backed by SGAM strong presence and management team in
the European region

» Unlimited potential growth in the luxury goods sector due to
increasing affluence and price elasticity
An investment opportunity not to be missed!

Societe Generale Asset Management (SGAM) is one of the world’s

leading asset managers with US$437 billion (S$689 billion) of
assets under Management

** Rating for SGAM Invest Secteur Luxe **

% 5 star rating by S&P since Oct 2005 ( 3 years after launch)

Lipper Leader for Total Return & Consistent Return
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An increasing number of wealthy people
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| During 2005-2008 the number of fich pecple has grown by 137%.

m Europe and Horth Amerbca still the biggest areas bud Asia is growing faster

SGAM's Luxury universe

Clothes & Accessories

Personal Products

Distillers & Vintners

Automobiles

Hotels & Gambling

Fooctwear

Retailers

Medical Eq./Supp

Food Products

Recreational Prodcuts & Services
Others*

MSCIl World Text., App. & Lux Goods
Clothes & Accessories

Footwear

" includes electronic equipment, furnishings, investment services ...
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Schroder Asian Premium Bond Fund
Highlights of the funds

% Re-look into the Asia Bonds Market with the slower global growth trend ahead,
and well-contained inflation makes bonds attractive

% Positive market outlook on Asian currencies due to expectation of a weakening
USD, downside risk on USD Asian Bond is limited

% Replicates the Schroder Asian Bond Fund (Core) of absolute return of 3.7% since
inception

% Invest in quality underlying investments grades bonds, managed by track record
proven Schroder’s team of fixed income analyst

% An Absolute return fund not to be missed that gives a potential regular payout of

3.5cents per unit p.a (good alternative investment for CPFOA funds with low

risk entails)

Background of the Company

Schroder has been managing Asian Bonds since October 1998 and is currently managing
the largest Asian bonds in Singapore. The stable experienced fixed income team is well
integrated with the Schroder’s Global/Regional resources.

Rating for Schroder Asian Bond
funds

*,

% Schroder ISF Asian Bond is 4 stars rated by S&P Fund Star
% Schroder Asian Bond fund is 4 stars rated by Mercer Investment Consulting
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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.
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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.

| Lo,
P PhillipCapital ’j S i

Your Partner In Financa
(Brought to you by Phillip Securities)
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