PhillipCapital U'Talk™

Issue: March 2007 Brought to you by P Phillip Securities Pte Ltd

Fund News

Outlook of the
global equity and

. ) bond markets
In March, global financial markets rebounded
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Market Outlook

In March, global financial markets rebounded from the recent market
correction as investors expected the Federal Reserve to cut interest
rates later this year.

At the Federal Open Market Committee (FOMC) meeting, the Fed
indicated it is no longer biased toward higher interest rates. The Fed
said it remained concerned about inflation but left out a reference to
further firming of monetary policy that was contained in its previous
statement. The Fed kept its benchmark federal funds rate unchanged
at 5.25 percent while maintaining a warning on the risk of inflation.

Moreover, Federal Reserve Chairman Ben Bernanke said he was
uncomfortable with inflation and uncertain about the economy,
compounding the impact of a weak durable goods report. Bernanke
told Congress core inflation, excluding more volatile food and energy
costs, remained "uncomfortably high," dispelling expectations of a rate
cut any time soon. The Fed chairman also said subprime mortgage
market problems could delay a housing recovery. In fact, hew-home
sales dropped 3.9 percent to an annual pace of 848,000 in February.

The National Association of Realtors also said purchases of existing
homes increased 3.9 percent last month to an annual rate of 6.69
million, the fastest pace in three years, from 6.44 million in January.
Meanwhile, builders broke ground on new homes at an annual rate of
1.525 million last month, up 9 percent from the prior month and more
than economists forecast, the Commerce Department said. Building
permits dropped to an annual rate of 1.532 million in February from
1.571 million a month earlier. Permits to build single-family homes fell
to the lowest since December 1997. Furthermore, the Conference
Board said its index of leading economic indicators slid 0.5 percent in
February after a 0.3 percent drop the prior month that was initially
reported as a gain.
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Both consumer spending and incomes gained more than expected at
0.6 percent in February, said the Commerce Department. At the same
time, the Fed's preferred measure of inflation rose 0.3 percent. A
gauge of business activity that showed gains in production and new
orders also points to an economy that is overcoming the damage from
rising mortgage defaults and the slump in housing. The National
Association of Purchasing Management-Chicago said its business
barometer jumped to 61.7 in March from 47.9 the prior month.
Readings greater than 50 signal expansion. Construction spending
unexpectedly rose 0.3 percent last month, the most in almost a year,
as work increased on factories, commercial buildings and highways. An
increase in gasoline prices helped dent consumer confidence. The
Reuters/University of Michigan's final reading for consumer sentiment
slipped to 88.4 this month from 91.3 in February.

Gross domestic product expanded at a 2.5 percent annual rate last
quarter. Initial jobless claims fell to 308,000 in the week ended March
24, the Labor Department said. Core personal consumption, a price
gauge tied to spending patterns and excluding food and energy,
increased at a 1.8 percent rate. The measure, which is watched by the
Federal Reserve, rose at a 2.2 percent rate in the third quarter.

Moreover, the United States imposed duties on some Chinese imports,
including coated paper imports.

The Mortgage Bankers Association reported the proportion of
mortgages in the initial stages of foreclosure rose to the highest rate
on record. New Century Financial Corp., the largest independent U.S.
subprime mortgage lender, said its lenders planned to halt financing,
pushing the company closer to bankruptcy. Moreover, Greenspan said
he expected the fallout from subprime-mortgage defaults to spread to
the broader economy, especially if home prices declined.

There were also various corporate announcements that affected the
performance of U.S. stocks. Bear Stearns, Wall Street's leading
underwriter of mortgage-backed securities, said quarterly earnings
rose, beating analysts' estimates, and noted that problems with risky
mortgages were largely contained. Moreover, Lehman Brothers
Holdings Inc. said bad home loans won't curtail earnings. Furthermore,
private equity group Kohlberg Kravis Roberts & Co. said it would buy
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discount retailer Dollar General Corp. for about $6.9 billion. Hewlett-
Packard Co., the biggest maker of personal computers, approved an
$8 billion stock repurchase. In addition, brokerage and investment
bank Lehman Brothers upgraded its rating on specialty chip maker
Xilinx Inc.

Morgan Stanley, the world's second-biggest securities firm, climbed
after reporting first-quarter profit surged 70 percent. Oracle Corp.
reported earnings that beat Wall Street expectations while software
maker Adobe Systems Inc. also reported slightly higher-than-expected
results. However, Motorola Inc. warned of a quarterly loss. Mortgage
lenders fell after Roger Cole, the Fed's director of banking supervision
and regulation, told Congress that regulators could have acted faster
to prevent a crisis in the subprime-mortgage market. Countrywide
Financial Corp., the top U.S. mortgage lender, said subprime defaults
for 2006 loans may exceed the company's worst single origination
year.

Britain's Barclays Plc and Dutch bank ABN AMRO confirmed they were
in talks to merge. ServiceMaster Co., the largest provider of lawn-care
and landscaping services in U.S., agreed to be taken private.
Community Health Systems Inc. said it would buy Triad Hospital Inc.
for $5.1 billion. Shares of oil and drilling services company Todco rose
after Hercules Offshore Inc. said it had agreed to buy the company for
$2.3 billion. The Blackstone Group, along with The Carlyle Group and
Riverstone Holdings, are mulling a rival offer for TXU Corp.

Lennar, the nation's largest homebuilder by revenue, reported
earnings plummeted 73 percent last quarter as demand waned. The
company said it will likely miss its 2007 profit forecast as the normally
stronger spring selling season had not materialized. Dell was upgraded
by Goldman, Sachs & Co. to " "buy" from " "neutral." The stock may
climb once Dell files full financial statements, which would allow the
company to pursue a stock buyback, Goldman Sachs said. The
consumer business will also recover under newly hired Ron Garriques,
a former Motorola Inc. executive, according to Goldman Sachs.

Bear Stearns, Wall Street's leading underwriter of mortgage-backed
securities, said quarterly earnings rose, beating analysts' estimates,
and noted that problems with risky mortgages were largely contained.
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Moreover, Lehman Brothers Holdings Inc. said bad home loans won't
curtail earnings. Furthermore, private equity group Kohlberg Kravis
Roberts & Co. said it would buy discount retailer Dollar General Corp.
for about $6.9 billion. Hewlett-Packard Co., the biggest maker of
personal computers, approved an $8 billion stock repurchase. In
addition, brokerage and investment bank Lehman Brothers upgraded
its rating on specialty chip maker Xilinx Inc.

Oil prices rose above the USD 60 level due to concerns that the Iranian
crisis would worsen. This was after Iranian forces seized 15 British
Royal Navy sailors whom they said had trespassed into Iranian waters.
Moreover, demand will increase as U.S. refiners increase output in
preparation for the summer driving season. At the OPEC meeting on
15 March, members voted to keep oil production limits in place. This
was after OPEC had cut production by 500,000 barrels per day from 1
February 2007.

Political concerns over Iran’s nuclear plans remained as Iran said that
it would continue enrichment of uranium despite United Nations (UN)
sanction resolutions. 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. In the latest development, the UN Council approved a ban on
Iranian arms exports and a freeze of the assets of 28 people and
organisations involved in Iran's nuclear work. In response, Iran
announced it would partially suspend cooperation with the UN nuclear
watchdog. All these political concerns were 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.

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




PhillipCapital U Talk™

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.

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
early 2009, 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.
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. Investors bought undervalued stocks despite the
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political uncertainty in Thailand. This was after 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 last
December.

Malaysia: Valuations were attractive as companies continue to return
their high cash flows to investors. Shares of palm oil companies were
also attractive as palm oil prices remained high and the demand for
bio diesel was increasing.

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 raised interest rates to 0.5 percent
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.

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




PhillipCapital U Talk™

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: Qil prices continued to fluctuate around the USD 60 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 later in 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.
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Model Portfolio (Short Term Period of Less Than One
Year)

Global equities performed well in January and early February before
market corrections occurred from end February to March. This was due
to concerns that the slowdown in the U.S. housing sector would affect
the U.S. and global economies. Moreover, investors noted that
valuations of equities had risen sharply and expected corrections to
take place.

For 2Q 07, we recommend that investors hold onto their existing fund
portfolios as selling them at current prices seems rather late as market
corrections have occurred. For investors who have sold their funds in
1Q 07, they can consider buying them back as prices have dropped.

We feel that equities will rise again when the Federal Reserve cut
interest rates to stimulate the economy. Investors can take a long
term view as equities will likely outperform again towards the end of
2007.

We also note that the model portfolio for CPF performs better than for
cash investments. Therefore, we will have a single portfolio for both
cash and CPF investments. There is no change to the percentage
holdings for the model portfolios for 1Q and 2Q 07, which are listed
below:

Cash/CPF Investments

TV | $1 " 1" | $1"# T | 31
%
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
Aberdeen Pacific Equity Cash, 5 5 5 5 3 3
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CPFIS-OA,

SRS
Phillip Asia Pacific Growth | Cash, SRS |5 5 5 5 2 2
&
Aberdeen European Cash, 10 10 5 5 3 3
Opportunities Fund CPFIS-OA,

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

SRS
- ( &) H* #* *1 * $" $"
DBS Enhanced Income Cash, 15 15 25 25 40 40
Fund CPFIS-OA,

CPFIS-SA,

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

CPFIS-SA,

SRS
- ( $* $-k * *r + 4+

*There are no money market funds that can utilize CPF funds.

We are providing an update on the performance of our model portfolio.
We begin by having approximately $50,000 invested in the portfolio of
unit trusts as at 29 Dec 2006 and providing the year to date (YTD)
performances up to 29 Mar 2007. The returns of the various types of

investors for cash/CPF investments are listed below:

Cash/CPF

Investments

Year to Date
Aggressive 1.11%
Balanced 1.12%
Conservative | 1.03%
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Model Portfolio (Long Term Period of One to Five

Years)

For the long term period, we continue to recommend that investors
select Asian and European funds together with bond and money
market funds. In fact, Asian and European funds ae likely to gain in
values after the recent market corrections. This is because Asian and
in 2007 and 2008.
Moreover, companies’ earnings will also grow in line with the economic
performances. During periods of volatile markets, it is preferable for
investors to hold onto their existing funds as markets will recover and
reap returns for them. The model portfolios for 1Q and 2Q 07 are

European economies will

listed below:

Cash/CPF Investments

continue to grow

LI $! LI $1 "# LI $!

Aberdeen Pacific Equity Cash, 17 17 12 12 5 5

CPFIS-0OA,

SRS
Phillip Asia Pacific Growth Cash, SRS | 18 18 13 13 5 5
&
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
- ( &) #* #* E * $" $"
DBS Enhanced Income Cash, 15 15 25 25 40 40
Fund CPFIS-OA,

CPFIS-SA,

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

CPFIS-SA,

SRS
- ( $* $* o *n 4" Pl

*There are no money market funds that can utilize CPF funds.
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We are providing an update on the performance of our model portfolio.
We begin by having approximately $50,000 invested in the portfolio of
unit trusts as at 29 Dec 2006 and providing the year to date (YTD)
performances up to 29 Mar 2007. The returns of the various types of
investors for cash/CPF investments are listed below:

Cash/CPF
Investments

Year to Date

Aggressive 2.12%
Balanced 1.78%

Conservative | 1.31%
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Semimar on Q2 2007 Market Outlook

Date Time Venue To register
12.15pm —
16 Aoril 1.15pm  |Boon Keng email to boonkeng@phillip.com.sg
P 7.00pm - Blk 102, #01-264, Towner Road [call 6299 0555
8.00pm
Bukit Batok ] A
10 April 7.00pm - BIk 636, #01-10, Bukit Batok email to bkbatok@phillip.com.sg

8.00pm call 6896 4555

Central

i i - - -
12.15pm - 1] email to raffles@phillip.com.sg

11 April 1.15pm 10 Collyer Quay, #01-02/03, call 6535 0606
Ocean Building
Toa Payoh ; i

.. | 7.00pm - L il email to tpy@phillip.com.sg

27 April 8.00pm Blk 177, #01-132, Toa Payoh call 6358 2555

Central
7.00pm - Marine Parade email to
30 April 8.00pm Blk 80, #01-782, Marine Parade |marineparade@phillip.com.sg
UM icentral call 6247 7555
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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.

P PhillipCapital //wwm
Your Partner In Finance
(Brought to you by Phillip Securities)

Philfip Online Electronic Mart System
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