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Balanced Funds 
With the continued deterioration of the financial system, many 
assets trade at fire sale prices, giving rise to opportunities to 
value investors who accumulate and hold assets for the long 
term. Asset prices cannot continue their downtrend in a 
persistent fashion, as each bout of selling would almost bound 
to attract fund managers who would support prices as they look 
to valuation measures as their gauge of future asset prices 
based on dividend discount models.   

Time to test water in risky assets 

Figure 1 shows the performance of the Fed Fund Effective rate 
vs the Fed Fund Target Rate. The effective rate measures the 
rate at which the dealers are willing to lend the Fed Fund 
deposits to one another. The fact that the Fed fund rate is close 
to the target rate shows that the credit markets are not very 
stressed. The Federal Reserve began paying interest on the 
deposits to help bring the effective rate close to the target rate.  
 
Our key assumption to invest in balanced funds is that the fed 
fund effective continues to trade close if not higher than the Fed 
target rate. If this happens, we will see a slow gradual thawing 
of credit markets which could eventually see more cash flow to 
equity holders.   
 

Which Balanced Funds? 

The short term outlook for the economy is that of a U-shape 
recovery, with the recovery probably happening at the end of 
this year, although depending on the shape of the financial 
(banking) industry, could happen faster than what most 
observers expect. With a gradual recovery expected and while 
the financial landscape consolidates, investors can accumulate 
assets as downward pressures on these assets increase in the 
short term. 
 
Giving an outright call to accumulate equities would still be too 
risky as the downside risks still persist in the system, which is 
why we would consider balanced funds that have a majority of 
the portfolios in safer assets with some exposure to risky 
assets, like equities.     

 
 

 
Figure 1: Fed Fund Effective vs Fed Target Rate,  

Source: Bloomberg 

 
UOB United GrowthPath Today Fund Performance 
(as of 13 Feb 2009) 

  1 mth 3 mth YTD 
1 
Year 

3 
Year 

5 
Year 

Absolute Return -1.25 0.27 -0.63 -8.60 -0.63 0.55 

Maximum 
Drawdown 

   -11.7   

Volatility    6.18   

Semi variance    7.23   

Sortino Ratio    -1.33   

 

Table 1: UOB United Growth Path Today performance  

Source: Bloomberg 

 

DBS Eight Portfolio A Fund Performance (as of 13 
Feb 2009) 

  1 mth 3 mth YTD 
1 
Year 

3 
Year 

5 
Year 

Absolute Return -1.32 -0.10 -0.31 -11.6 -2.71 -0.50 

Maximum 
Drawdown 

   -13.0   

Volatility    5.56   

Semi variance    6.45   

Sortino Ratio    -1.98   

 

Table 2: DBS Eight Portfolio A performance 

Source: Bloomberg 
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Which Balanced Funds? 

With the above in mind, we have narrowed the selection to the 
UOB United Growth Path Today and the DBS Eight Portfolio A 
as two possible candidates. Both funds maintain a conservative 
stance to equity investment and have a majority of the portfolio 
in sovereign bonds.  
 
Table 1 and Table 2 shows the performance of the funds, but 
the UOB United Growth Path Today (UGT) has displayed better 
risk management, just by comparing the drawdown 
performance of the funds in the past 1 year.  

UGT vs Various Benchmarks  

We conduct a regression analysis of the fund against various 
financial benchmarks. There are two periods of study, the first 
being from Feb 2004 to Feb 2009 and the second from Feb 03 
to Feb 08. The results are shown in Table 3.  
 
The fund is very much correlated with the equity indexes, 
namely the MSCI Singapore and MSCI World Index which are 
proxies for developed market equity indexes. While increasingly 
less positively correlated with the Commodity, LIBOR and 
Singapore Government Bond index.  
 
 
 

 
  R Squared Value 

  

Feb 04 
to Feb 
09 

Feb 03 
to Feb 
08 

vs Reuters / Jefferies CRB 
Index  0.337 0.662 

vs US 3 month LIBOR Rate 0.392 0.729 

vs MSCI Singapore 0.928 0.966 

vs MSCI World 0.765 0.945 

vs UOB Singapore 
Government Bond Index 0.351 0.831 

 
Table 3: R Squared Values vs various benchmarks 

Source: Bloomberg 
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New fund available on POEMS 
 

a. DWS Asia Select Fund (SGD) 
b. DWS Asia Select Fund (USD) 
 
DWS Asia Select is a value driven Asian equity fund which seeks to invest in financially 
sound and currently underpriced Asia-focused companies. 
 
This fund is available on POEMS online @ 1.5% sales charge 
 
 

Regular Savings Plan promotion  
@ 1.5% on selected unit trust funds online. 
Refer to www.eunittrust.com.sg for more information. Terms & Conditions applies 
 
 

Upcoming seminars in March 2009 
 

No Date Time Venue Theme Speaker 

1 

   
5 Mar 

(Thurs)  
 

12.30pm- 1.30pm Raffles City Futures 
Seminar Room Level 7 

Fidelity Asia Outlook and Fund Update  Catherine Yeung, Fidelity 
Investment Director  

2 12 Mar 
(Thurs) 

12.30pm- 1.30pm Raffles City Presentation 
Room Level 6 

Consider the UOB United Growth Path Today 
as part of your investment  

UOB Asset Management 

3 13 Mar 
(Fri) 

12.30pm- 1.30pm Raffles City Futures 
Seminar Room Level 7 

Adopt a "play it safe" strategy with Unit Trust 
Regular Savings Plan  

Unit Trust Marketing  

4 16 Mar 
(Mon) 

12.30pm- 1.30pm  Raffles 
City  Presentation Room 

Level 6 

Outlook for Singapore equities: Are we near a 
bottom? What is so unique about SGAM 

Singapore Dividend Growth Fund? 

Charles Wong,  
SG Asset Management 

5 30 Mar 
(Mon) 

12.30pm- 1.30pm Raffles 
City  Presentation Room 

Level 6 

Asia Outlook - Looking beyond uncertainty  Aberdeen Asset 
Management  

6 1 Apr 
(Wed) 

12.30pm- 1.30pm  Raffles 
City  Presentation Room 

Level 6 

Asean Outlook and Funds Update  
 
  

Lim Fang Suan,   Portfolio 
Manager , LionGlobal  
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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. 

 
 

 
 
 
 
 


