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Figure 1: Population in urban areas is expected to

The United Nations expects the urbanisation rate of Asia to increase increase to 2,383 million in Asia in 2025 and then to
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Monthly Market Review

® The performance of equity markets was mixed in June with the
Greek debt crisis as the major backdrop. Countries with continued
monetary tightening underperformed. Crude oil prices dropped on
worries of a slowdown in economic growth and the International
Energy Agency’s (IEA) surprised release of strategic oil reserves.
US treasuries dropped due to uncertainty over a decreasing demand
for US treasuries when US government stops new buying after the
end of QE2.

® US equity markets fell on worries over the Greek debt issues, 1% - —o— US Unemployment Rate
uncertainties about the end of QE2, and the weak US labour market.

® Germany’s DAX rose as economic figures in the eurozone was
generally positive and the Greek debt issues appeared to fade a 9% -
little at the end of June.

® Performance of Asia and the emerging markets was mixed.
Economic growth appeared to slow down in these regions and 7% -
countries with continued monetary tightening underperformed.

Figure 2: The labour market in the US remained weak.

In May, the unemployment rate rose to 9.1%.
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®  Going forward, the outlook remains murky. European debt issues 6% 1
remain as unfinished business. The market still needs to digest the 5%
implications of the end of QE2. Inflation pressure will determine
whether tightening measures will decrease, especially in emerging 4% ‘ ‘ ‘ ‘ ‘ ‘
markets. The Obama administration may launch more stimulus Jan-08 Jul-08 Jan-09 Jul-09 Jan-10 Jul-10 Jan-11

measures to support the economy and his election efforts. Japan
may eventually start its rebuilding efforts. Reporting season in the
US, which will start again in mid July, will provide a catalyst for
market movement.

Source: Bloomberg

Readership: This document is intended solely for the addressee(s). Its content may be legally privileged and/or confidential.
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Risk Warning: Past performance is not indicative of future results. Our investment management services relate to a variety of investments, each of which can fluctuate in value. The value of
portfolios we manage may fall as well as rise, and the investor may not get back the full amount originally invested. The investment risks vary between different types of instruments. For
example, for investments involving exposure to a currency other than that in which the portfolio is denominated, changes in the rate of exchange may cause the value of investments, and
consequently the value of the portfolio, to go up or down. In the case of a higher volatility portfolio the loss on realization or cancellation may be very high (including total loss of investment),
as the value of such an investment may fall suddenly and substantially. In making an investment decision, prospective investors must rely on their own examination of the merits and risks
involved.
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The United Nations expects the urbanisation rate of Asia to increase from 41.7% in 2009 to 49.9% in 2025. In other words, 664 million or
38.6% more people will be living in urban areas by 2025, compared with 2009.

Government policies have a great impact on the urbanisation rate. Specifically, in the 12th Five-Year Plan, the Chinese government
targets to increase its urbanisation rate from 47.5% in 2010 to 51.5% in 2015.

Increasing urbanisation is generally expected to have a positive impact on businesses related to domestic consumption, infrastructure
development, natural resources and agribusiness. In turn, that would create immense business and investment opportunities.

However, investors are reminded that urbanisation is a long-term driving force. Over a short period of time, a lot of other factors may

dominate the performance of equity markets.

The degree of urbanisation in Asia is currently far below its counterparts in
Europe and North America. Supported by government policies and the
population’s desire to improve the standard of living, Asia will become
increasingly urbanised over the next decade and this would create immense
business and investment opportunities.

Urbanisation Trends in Asia

According to the United Nations (UN), the urbanisation percentage of Asia in
2009 was 41.7%, far below Europe (72.5%) and North America (81.9%). The
UN forecast that Asia’s urbanisation percentage would increase to 49.9% in
2025 and then to 64.7% in 2050. Combined with an increase in population,
higher urbanisation rate would mean 664 million or 38.6% more people living in
urban areas by 2025, compared with 2009. Such a change would create
substantial business and investment opportunities.

Government Policies

Government policies have a great impact on the speed of urbanisation. Take
China as an example. In its 12th Five-Year Plan, the Chinese government
targets to increase its urbanisation rate from 47.5% in 2010 to 51.5% in 2015.
In order to do so, a significant amount of infrastructure development and other
facilities are needed.

As stated in its “National Main Functional Area Planning”, the Chinese
government plans to build several new big city clusters and several new
regional cities linked by land and river transportation, with people moving from
rural areas to urban areas in an organised way.

Individual Decisions

Apart from government policies, individual decisions also play an important
part. Urbanisation, historically, is triggered by a concentration of investment and
employment opportunities in urban areas. In simpler terms, salaries are higher
and opportunities are more abundant in cities. In order to improve their
standard of living, individuals have an incentive to move to urban areas.

Figure 3: The United Nations forecast that the urbanisation

rate in Asia would increase from 41.7% in 2009 to 49.9% in
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Figure 4: Population in urban areas is expected to increase

to 2,383 million in Asia in 2025 and then to 3,382 million in
2050. accordina to the UN.
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Domestic Consumption

In general, household in urban areas make more money than household in
rural areas. Since individual purchasing power should be higher when income
is higher, household consumption, from a country-wise perspective, should
also grow alongside urbanisation. Such a trend should create substantial
opportunities for businesses related to domestic consumption.

Infrastructure

The increasing urbanisation trend should translate into rising infrastructure
investment and more construction projects. When more people live in urban
areas, more infrastructure in areas such as housing, energy, transportation
and communications are required. Companies involved in this sector should
benefit from the urbanisation trend.

Natural Resources

Urbanisation’s impact on natural resources is direct. An increasing demand in
domestic consumption and infrastructure creates more demand for natural
resources. The trend should be positive to businesses producing natural
resources.

Agribusiness

Urbanisation means an increase in the population moving from rural areas to
urban areas. In order to provide enough food for the population, apart from
importing, domestic agriculture productivity needs to increase. This translates
into opportunities for companies that provide services and/or products to
enhance agricultural productivity.

Investment Implications

Urbanisation is a long-term process. With the help of government policies, it
will have a positive impact on economic growth and create many business and
investment opportunities, which in turn would create opportunities for
investors. However, investors are reminded that urbanisation is a long-term
driving force. Over a short period of time, a lot of other factors may dominate
the performance of equity markets.
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®  The performance of equity markets was mixed in June with the Greek debt crisis as a major backdrop. Countries with continued monetary
tightening underperformed. Crude oil prices dropped on worries of a slowdown in economic growth and the IEA’s surprised release of
strategic oil reserves. US treasuries dropped due to uncertainty over the decreasing demand for US treasuries when US government stops
new buying after the end of QE2.

® US equity markets fell on worries over the Greek debt issues, uncertainties about the end of QE2, and the weak US labour market.

® Germany’s DAX rose as economic figures in the eurozone was generally positive and the Greek debt issues appeared to fade a little at the
end of June.

® Performance of Asia and the emerging markets was mixed. Economic growth appeared to slow down in these regions and countries with
continued monetary tightening underperformed.

® (Going forward, the outlook remains murky. European debt issues remain as unfinished business. The market still needs to digest the
implications of the end of QE2. Inflation pressure will determine whether tightening measures will decrease, especially in emerging
markets. On positive note, the Obama administration may launch more stimulus measures to support the economy and his election efforts.
Japan may eventually start its rebuilding efforts. Reporting season in the US, which starts again in mid July, may provide a catalyst for
market movement.

Equities Figure 5: The US labour market remained weak. In
May, the unemployment rate rose to0 9.1%

US Equities

e US equities dropped on worries over the Greek debt issues,
uncertainties about end of QE2, and the weak US labour market. The

S&P 500 dropped 1.8%, Dow Jones lost 1.2% and the Nasdaq fell 10% -
2.2%.

e The Federal Reserve kept the interest rate unchanged, as expected, 9%
and announced that it would maintain record monetary stimulus to
support a flagging economic recovery after completing a $600 billion 8% -
bond-purchase programme as scheduled in June.

e  The labour market remained weak. In May, the unemployment rate rose 7% -
to 9.1% and nonfarm payroll increased by only 54,000, much less than
expected. Inflation pressure continued to increase with the CPI up to 6% -
3.6% (YoY) in May.

e Consumer confidence dropped to 58.5 in June. 5%

e The housing market was mixed. The S&P/CS Composite-20 home price o
index dropped 3.96% (YoY) in April. Existing home sales dropped 3.8% 4%
(YoY) and new home sales dropped 2.1% (YoY) in May. However, Jan-08 Jul-08 Jan-09 Jul-09 Jan-10 Jul-10 Jan-11
housing starts rose 3.5% (MoM) in May.

11% —o— US Unemployment Rate

Source: Bloomberg

European Equities

Figure 6: The CPI dropped slightly to 2.7% (YoY) in May,

e Performance of European equities was mixed. Germany’s DAX rose but still higher than the ECB’s target of 2%.
1.3% as economic figures in the eurozone was generally positive and
Greek debt issues appeared to fade a little at the end of June. However,
UK’s FTSE 100 dropped 0.7% as the country’'s economic situation 3.0 1

remained worrying. |
e The Greek debt crisis was the negative drag for European equity 23 — Eurozone CPI
markets in June. At the end of June, Greek lawmakers passed 2.0
legislation implementing an austerity programme, paving the way to get
fresh aid from the EU and IMF. 1.5 1
e  The ECB kept interest rates unchanged, as expected. The CPI dropped 1.0
slightly to 2.7% (YoY) in May, but still higher than the ECB’s target of
2%. Industrial production rose 5.2% (YoY) in April, higher than 0.5 -
expected. Retail sales rose 1.1% (YoY) in April. However, trade 0.0

balance turned into deficit of EUR 4.1 billion in April.

. (o2] [<2] 07 [=2] o o o o - -
e The BoE kept the benchmark interest rate unchanged at 0.5%, as -0.5 2 < ,'?, ‘; T L ‘; M
expected, while inflation remained high with the CPI at 4.5% (YoY) in 10 g 3 8§ 8§ & 3 8§ s %

May. However, the economic situation remained worrying. Industrial
production dropped 1.2% (YoY) in April, much worse than expected.
Retail sales rose only 0.2% (YoY) in May, much worse than expected.

Source: Bloomberg




0 MONTHLY INVESTMENT BULLETIN

PHW ASSET MANAGEMENT, INC. Investment Opportunities Created by Urbanisation
July 2011

Japan Equities : :
Figure 7: Japan’s economy appeared to pass its worst

. Japan’s Nikkei 225 rebounded 1.3% as the economy passed its worst per:od after_the quake W'_th Industrlal_prqductlon down
period after the quake and investors speculated Japan's government 5.9% (YoY) in May, showing substantial improvement
would launch more stimulus policies to boost its economy. from April’s -13.6%

. Industrial production dropped 5.9% (YoY) in May, better than expected,
showing substantial improvement from April’s -13.6%.

e Consumer confidence rose to 34.2 in May. —e— Japan Industrial Production (YoY, %)

e  The BoJ kept the interest rate unchanged, as expected.

Asia and Emerqging Market Equities

e  Performance of Asia and the emerging markets was mixed. Economic
growth appeared to slow down in these regions and countries with
continued monetary tightening underperformed.

. China’s H-shares dropped 5.2% and Hong Kong’'s HSI fell 5.4% on
speculation of further tightening policies by the Chinese government.
Industrial production growth remained robust at 13.3% (YoY) in May.
However, inflation pressure was strong with the CPI rising to 5.5% (YoY)

in May.

e  Taiwan’s Weighted Index dropped 3.7% on continued monetary tightening Source: Bloomberg
and concerns over the Greek debt crisis. Its CPI rose 1.66% (YoY) in May,
spurring its central bank to raise the benchmark interest rate by 0.125% to Figure 8: Inflation pressure in China was strong with its
1.875%. Exports growth slowed down to 9.5% (YoY) but industrial CPI rising to 5.5% (YoY) in May.

production growth accelerated to 7.82% (YoY) in May.
e Thailand’s SET lost 3.0% on uncertainties created by the elections. Its CPI

rose 4.19% (YoY) in May and its central bank raised the benchmark 10 —_China CPI
interest rate by 0.25% to 3.0%. Exports growth slowed down to 17.6% 8-
(YoY) in May.
. Korea’s KOSPI lost 2.0% as its central bank surprised the market by 6 -
raising its policy rate by 0.25% to 3.25%. lts CPI dropped slightly to 4.1%
(YoY) in May. Export growth decelerated to 23.5% (YoY) in May. The 4
unemployment rate dropped to 3.3% in May, much better than expected.
. India’s Sensex dropped 1.9% as its central bank raised policy rates by 24
0.25% to 7.5%. Industrial production growth slowed down to 4.4% (YoY) in
April. Export growth slowed down to 34.4% (YoY), but still remained 0 b © © o QW o 0 0 o = =
strong. 22 22T ETLTETEILI R L
e  Malaysia’'s KLCI rose 1.3% with inflation under control. Its CPI rose 3.3% s 2 3 9 g 2 3 @ g & 3 & g o
(YoY) in May. Export growth accelerated to 11.1% (YoY) in April. 4l T OS5« 0O0S5 <05«
. Indonesia’s JCI rose 1.3% as the country’s inflation dropped and its central
bank kept interest rates unchanged. lts CPI dropped slightly to 5.98% Source: Bloomberg
(YoY) in May.
¢  Philippines’ PSEI rose 1.1% as its inflation rate dropped to 4.5% and its Figure 9: Gold prices rose 8.2% on higher demand for

central bank surprised the market by keeping the interest rate unchanged.
Export growth increased to 19.1% (YoY) in April, much better than

US dollar hedge and inflation hedge, triggered by
hiaher oil prices.

expected.
Bonds 120 ~ —— WTI Crude Oil Price
115 4
e  Yields of 10-year US Treasury (UST) rose as concerns over the Greek
debt crisis faded a little and investors worried about the decreasing 110
demand for US treasuries when US government stops buying at the end of 105 |
QE2.
100 +
Commodities 95 |
e  WTI crude oil prices dropped as investors worried about US economic 90
recovery and the IEA announced that it would release 2 million barrels a 85 ‘ ‘
day for 30 days to help make up for a Libyan supply disruption. Abr-11 Mav-1 1 Jun-11
e  Gold prices dropped as safe-haven demand declined on speculation that P ¥
the Greek government could avoid default. Source: Bloomberg
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Key Market Data

Equities Month-end Level Monthly Change YTD Change
S&P 500 1,321 -1.8% 5.0%
Dow Jones 12,414 -1.2% 7.2%
Nasdaq 2,774 -2.2% 4.5%
FTSE 100 5,946 -0.7% 0.8%
DAX 7,376 1.1% 6.7%
Nikkei 225 9,816 1.3% -4.0%
Hang Seng Index 22,398 -5.4% -2.8%
Straits Times 3,120 -1.2% -2.2%
Taiwan Weighted 8,653 -3.7% -3.6%
KOSPI 2,101 -2.0% 2.4%
Brazil Bovespa 62,404 -3.4% -10.0%
Russia RTSI 1,907 1.0% 7.6%
India SENSEX 18,846 1.9% -8.1%
China H Index 12,577 -5.2% -0.9%
Thailand SET 1,041 -3.0% 0.8%
Malaysia KLCI 1,579 1.3% 4.0%
Philippine PSEI 4,291 1.1% 2.1%
Jakarta JCI 3,889 1.3% 5.0%
Commodities Month-end Level Monthly Change YTD Change
Gold (comex) 1,502.8 -2.2% 5.7%
WTI crude oil (nymex) 95.4 -7.1% 4.4%
Currencies Month-end Level Monthly Change YTD Change
Euro (EUR-USD) 1.4502 0.7% 8.4%
JPY (USD-JPY) 80.56 1.2% 0.7%

Monthly Change YTD Change
Bonds (10-year yield) Month-end Yield (%) (Basis Points) (Basis Points)
us 3.16 10 -13
UK 3.38 9 -2
Germany 3.03 0 6
Japan 1.14 -2 1

As at the end of June 2011
Source: Bloomberg
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Disclaimer

This document is published for informational purposes only and is not the basis for any contract to deal in any security or instrument, or for
American International Assurance Company, Limited or any of its related companies, affiliates or individuals connected with the group (“AlA”)
to enter into or arrange any type of transaction as a consequence of any information herein. It shall not be construed as the making of any
offer or invitation to anyone to deal in any security or instrument, or to provide any investment advice or services, in any jurisdiction in which
such offer is not authorised, or in which the person making such offer is not qualified to do so, or to anyone to whom it is unlawful to make
such an offer.

All investments are subject to risks, including the possible loss of principal amount invested. The value of investments and their derived
income may fluctuate over time. Any past performance shown and any prediction, forecast or forward looking statement made, is not
necessarily indicative of future or likely performance. Investments in the securities, instruments, currencies and other assets mentioned
herein are not deposits or other obligations of, or guaranteed or insured by AlA.

This document does not constitute investment advice or a recommendation and was prepared without regard to the specific objectives,
financial situation or needs of any particular person who may read it. It is not to be taken in substitution of the exercise of judgment by the
reader, who should seek separate legal and financial advice and should read the relevant documents and prospectus before investing. If
such person chooses not to do so, he should consider carefully whether an investment in the security, instrument, currency or other asset is
suitable for him. Any reliance on the information or opinions herein is therefore entirely at the reader’s own risk. AIA accepts no liability for
any direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind arising from any such use of the
information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if
AlA or any other person has been advised of the possibility thereof.

Although the information was compiled from sources believed to be reliable, AIA does not guarantee its accuracy, completeness, correctness
or timeliness for any particular purpose and the information and opinions contained may change without notice. The opinions may be
formulated based on a number of assumptions, which may turn out to be invalid, and in reliance on the views of research teams within the
group situated outside of Singapore. All third party data (such as, Bloomberg) are copyrighted by and proprietary to the provider.

AlA and its associates, their directors, officers and/or employees may have positions or other interests in, and may effect transactions in the
securities, instruments, currencies and other assets mentioned herein for themselves or their clients. They may also perform or seek to
perform broking, investment banking and other banking or financial services for those companies whose securities are mentioned herein as
well as other persons generally. This document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country
where such distribution or use would be contrary to law or regulation and may not be published, circulated or reproduced in whole or in part
without the prior written consent of AlA.

If you have any queries arising from, or in connection with, the information contained in this document, please contact the Singapore branch
of American International Assurance Company, Limited (company registration number [S58FC0028G]).




