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Equity Markets
in 2004:

Back To The Rolling
Good Times?

Despite the early setbacks such as the Iraq War,
threat of terrorist attacks and SARS, equity
markets have rallied strongly in the second half
of 2003. As the new year approaches, fund

managers are generally optimistic that the equity markets
will have further upside on the expectations of a sustained
US economic recovery, improved corporate profitability
and a benign interest rate environment.

The general investment strategy for 2004 among the fund
managers is to overweight equities in anticipation of further

market upside.

SUSTAINED ECONOMIC RECOVERY AND IMPROVED PROFITABILITY
Positive economic data from the US point to a sustained economic recovery which bodes well for the global economy especially the export-
oriented countries. This view is shared by Schroder Investment Management (Schroders) who viewed that the recent economic growth data in
the US have been extremely strong and forward-looking indicators are improving. Combined with increasing corporate profitability and rising
employment numbers, the data reinforce the expectations that the economic recovery will be sustainable.

Schroders opined that economic growth in Asia will be very strong and signs of recovery are spreading across Europe with business confidence
and outlook improving in the UK and Eurozone. Corporate profits are improving with majority of companies in most markets reporting earnings
in line with, or ahead of expectations. The expectations are that as business confidence improves, capital and corporate spending will increase.

OPTIMISM IN ASIA, CONTINENTAL EUROPE AND COMMODITIES
Among the equity markets, most fund managers are upbeat on Asian markets. Mr Alistair Thompson, Deputy Head of Asia Pacific Equities at
First State Investments, observed that global funds have gradually been increasing their exposure to Asia and expects US dollar continue relative
to the Asian currencies, portfolio inflows into Asia are likely to accelerate further. Other key factors driving Asian markets are better governance,
attractive valuations and the low interest rate environment.

Similarity, Aberdeen Asset Management (Aberdeen) believes that Asian markets continue to offer good relative value compared to the other
markets, supported by ample liquidity, low interest rates and attractive dividend yields. “Looking ahead, domestic demand is expected to play
an increasingly bigger role in shaping the growth rates of Asian economies, with less reliance on exports,” it added.

Sharing the optimism on the Asian markets is Mr Koh Swee Nguan, Senior Portfolio Manager at UOB Asset Management (UOBAM) who said,
“We are still most positive about Asia ex Japan markets as we believe the valuations and earnings offer the most potential for upside.”
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He also added that investors may also wish to consider the commodities sector as a global economic recovery would mean rising demand
for commodities such as nickel, iron ore, copper and gold.

Schroders believe that Continental Europe, which has lagged the rest of the world in economic and profit recovery, should offer relatively better
returns in the months ahead. It expects profits growth to continue improving in Europe next year and thereby attracting global investors who
wish to participate in a continued equity rally.

KEY ASIAN MARKETS TO WATCH OUT FOR IN 2004
“We expect Thailand, China and South Korea to outperform in 2004 as their economies benefit from an acceleration in domestic demand
on the back of a moderation in export growth from the high base this year (2003), “ said Ms Janet Liem, Director (Asian Markets Specialist)
at UOBAM.

Being a bottom-up stock picker, Schroders believe that many best stock opportunities are appearing in emerging markets like Taiwan and South
Korea where valuations are attractive. Schroders is positive on Japan and look to accumulate good quality companies with compelling valuations.
The stocks from these companies have thus far lagged in the market rally but Schroders expects this pattern to reverse in the months ahead.

First State’s Thompson is optimistic on Malaysia. “We believe Malaysia is likely to outperform as the new Prime Minister will be keen to make
a favourable impression. With pressure on the Malaysian Ringgit to appreciate, we believe asset reflation in the country is likely to continue,”
he said.

For Aberdeen, its investment team has been raising its weighting in India where there are many good quality companies that are comparatively
undervalued. The team also favours the South East Asian markets of Thailand (preference with second liners and mid capstocks), Indonesia
(resilient domestic demand) and Singapore (defensive quality) play.

LINGERING RISKS
Despite the rosy outlook for equity markets in 2004, investors should take note that:

“Our optimism for equities is tempered by the fact that markets have already performed strongly this year as risk appetite has risen,” Schroders
cautioned.

UOBAM’s Liem also shared the concern that given the ebullient run up of the markets in 2003, valuations are now relatively less attractive
and this will become even more of a concern in a rising interest rate environment.

Other risks cited include exogenous shocks such as terrorist attacks, higher interest rates and a collapse in the US dollar.

Nonetheless, the equity markets are generally expected to out-perform in 2004 on the back of global economic recovery, improving corporate
profitability, benign interest rate environment and ample liquidity.

Disclaimer: This article may not be published, circulated, reproduced or distributed in whole or part to any other person without our written consent. This article
should not be construed as an offer or solicitation for the subscription, purchase or sale of any investment products. Whilst we have taken all reasonable care
to ensure that the information contained in this article is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or completeness,
and you should not act on it without first independently verifying its contents and viewing the prospectus of the relevant investment product. Any opinion or
estimate contained in this article is subject to change without notice. Any advice herein is made on a general basis and does not take into account the specific
investment objective of the specific person or group of persons.
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Disclaimer: This article may not be published, circulated, reproduced or distributed in whole or part to any other person without our written consent. This article should not be construed as an offer or solicitation for
the subscription, purchase or sale of the fund in question. Whilst we have taken all reasonable care to ensure that the information contained in this article is not untrue or misleading at the time of publication, we
cannot guarantee its accuracy or completeness, and you should not act on it without first independently verifying its contents and viewing the prospectus of the relevant fund. Any opinion or estimate contained in this
article is subject to change without notice. Any advice herein is made on a general basis and does not take into account the specific investment objective of the specific person or group of persons.

• Given the improving economic climate, the expectations are that yields on government bonds are expected
to rise in months ahead.

• More positive on corporate bonds as corporate fundamentals continue to improve

• Accommodating fiscal and monetary policy, more tax rebates in 2004H1and improving job market will
help lift households’ spending power.

• There appears to be plenty of spare capacity in the economy with unemployment well above natural rate.
Therefore, inflationary pressures are low despite the weak dollar.

• Although economic and profits recovery in the US is strong, the US equities are expensive compared to
other markets, even in view of the improving profits outlook.

• Euro likely to rise further so ECB will be able to hold interest rates.
• Markets underestimating how much the Euro zone economy will benefit from pick-up in global economic 

activity.
• The vast majority of companies reporting earnings in late Nov /early Dec 2003 have been in line with, 

or ahead of, expectations and profits growth is expected to continue to in Europe this year.

• The economy is boosted by strong export demand from US and China.
• There is evidence of positive wage growth which is good news for consumer spending.
• There are many quality companies on undemanding ratings that have lagged the broader market rally in

the Japanese market.

• The Asian markets tend to outperform following upward revisions to growth expectations.
• Given the run-up in 2003, these markets are expected to consolidate over the near term before continuing

their longer-term out performance trend.
• Valuations remain attractive, particularly in the region’s emerging markets, as economic growth continues

to outpace that of the major economies
• Asian companies are generating good returns and are generally less leveraged than their global peers.

• Markets are likely to have taken into account the easier global and domestic monetary conditions.

• The Euro is likely to appreciate further and this will lead to either lower inflation expectations or lower short
rates in the Euro zone (or both). Either way is good for European bonds.

• US interest rates are expected to rise during the later part of this year

• Despite the strong performances of these markets, companies continue to trade at a substantial discount
to their western counterparts.

Outlook for Q1, 2004

EMERGING
MARKETS

• The market is expected to take a breather as the strong run has seen big compression in spreads.
• Emerging markets bonds will continue to be underpinned by their economic recovery momentum.
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Singapore’s 1st 2-year callable fund is here! Schroders will launch a 2-year fund on 8 January 2004. The Schroder SGD/USD Premier Payout
Fund (the “Fund”) – pays attractive fixed payouts of 8%1 (SGD Fund) or 9%1 (USD Fund) for minimum initial subscription of S$1,000 or
US$1,000 respectively.
This fund is ideal for investors who seek attractive fixed payouts within 2 years, and simultaneously desire to gain exposure to the Dow Jones
EURO STOXXSM 50 Price Index (the “Index”) which includes some of Eurozone's top 50 blue chip stocks e.g. Nokia, Carrefour and Royal Dutch
Petroleum.

How Does This Fund Work?
The Fund is simple in concept :

n Market trades in a range: As long as the Index does not fall beyond the predetermined level2, investors will receive 100% of the capital
at maturity plus the fixed payouts.

n Market rises strongly: If the Index rises by at least 10% or 15% from point of inception at the 12th or 18th month respectively. Investors
will enjoy early capital repayment and receive 100% of the capital plus any accrued payouts.

n Market is very volatile or bearish: If the Index falls by more than the predetermined level2, investors will receive the final Index level
at maturity plus the fixed payouts.

Features
n Attractive fixed payouts of 8%1 (SGD Fund) or 9%1 (USD Fund)

Regardless of the equity market performance, investors will receive fixed payouts of 4%1 p.a. (SGD Fund) or 4.5%1 p.a. (USD Fund)
at the end of year 1 and year 2. So the total payouts will be 8%1 (SGD Fund) or 9%1 (USD Fund) over the 2 years.

n Short tenor of 2 years

n Potential Early Capital Repayment3

Return of 100% of capital plus accrued payouts if the Index performs well.

What is the outlook for European Equities?
Since the second quarter of 2003, recent economic data confirms a global economic recovery. US, the main engine of global growth, registered
the strongest quarterly GDP growth of 8.2% annualised in the third quarter of 2003 in almost two decades. Eurozone, the world's second
largest economic bloc, is showing signs of an upturn, including rising industrial production and improving consumer confidence.
Schroders expects Europe to benefit from a US recovery and a resurgent Asia. However, risks remain: such as US deficit, overheating in parts
of Asia, rising interest rates, geopolitical tensions and terrorism. The OECD predicts that “the most likely scenario for the next two years is
one of progressive recovery in Europe, in the context of low inflationary pressures and a gradual reduction in unemployment”.

Schroder SGD/USD
Premier Payout Fund:

A unique 2-year investment Plan

Schroder SGD/USD
Premier Payout Fund:

A unique 2-year investment Plan

1 These payouts are indicative as current. The actual payouts will be determined at inception and will be based on prevailing market conditions.2 The predetermined level is 70% of the Index, measured in the Fund's currency, on any business day as compared to its initial level at inception.3 If the Index rises by at least 10% or 15% from point of inception at the 12th or 18th month respectively and never falls below the predetermined level of 70%
of Index.

Past performance and any forecast are not necessarily indicative of the future or likely performance of the Fund. The value of units and the income from them
may fall as well as rise. Investors should read the prospectus, obtainable from the Manager or any of its appointed agents before investing in the Fund. United Overseas Bank Limited,
or any subsidiary or associates of the UOB Group or any of its affiliates may have interests in the units of the Fund and may also perform or seek to perform broking and other
investments or securities related services for the issuer of the units from time to time.  Investment in the Fund is not deposit or other obligations of, or guaranteed, or insured by United
Overseas Bank, Schroder Investment Management (Singapore) Ltd, their affiliates or distributors, and is subject to investment risks, including the possible loss of the initial capital
invested. Return is dependent on the performance of the Index.This document is published for your information only and it does not have any regard to the specific investment objective,
financial situation and the particular needs of any specific person who may receive this document.You may wish to seek advice from a financial advisor before purchasing units of
the Fund. In the event that you choose not to seek advice from a financial advisor, you should consider whether the Fund is suitable for you.

List of Dow Jones EurostoxxSM 50 Price Index Stock Constituents
Consumer
Carrefour
DaimlerChrysler
L’Oreal
Unilever
Ahold
Group Danone
Lafarge
LVMH
St Gobain
Vivendi
Volkswagen

Pharmaceutical
Bayer
Aventis
Sanofi-Synthelabo

Energy/ Resource
BASF
EON
Royal Dutch Petroleum
Suez SA
Total SA
Air Liquide
Endesa
Enel
Eri
Iberdrola
Repsol
RWE

Insurance
Aegon
Allianz
Axa
Assicurazioni
 Generali
Munich Re

Telco/Tech
Deutsche Telekom
Nokia
Philips
Siemens
Telecom Italia
Telefonica
Alcatel
France Telecom
Telecom Italia Mobile

Financials
ABN AMRO
Banco Bilbao VA
BNP Paribas
Deutsche Bank
Fortis
ING
Banco Santander CH
Sanpaolo
Societe Generale
UniCredito Italiano

¸

Invest by 30 January 2004 and
receive early bird bonus!
See Fund Promotion for details.



The United Gold and General Fund (the “Fund”) invests in companies involved in the exploration and mining of gold, precious metals, energy,
bulk commodities and base metals. These include platinum, palladium, nickel, aluminum, copper, zinc, iron ore and coal. The Fund is currently
invested 80 % in gold & precious metals mining companies, with the remaining 20% in base metals.

Key factors driving the gold market:
Supply factor:

ƒ Exploration budget for gold fell from about US$3.3bn in 1997 to below US$1bn in 2001. Production had meanwhile been declining
as it was the lower grade ores that were now being mined.

ƒ In 1999, an accord was signed by central banks to control the sales of gold by the respective central bank which in turn helps to rein
in supply of gold in the market. The accord is expected to be renewed in 2004.

Demand factor:

ƒ Gold’s appeal as the ultimate store of value remains strong in many developing countries, like India and in the Middle East.

ƒ The development of China and the opening up of its gold markets also signaled a fresh source of potential demand.

As these factors fell into place, the price of gold began rising. From a low of US$252/oz in 2001, the price of gold has risen steadily and
broke through US$400/oz in 2003. Bullish observers predict that it may go as high as US$450/oz given the expectations that the US dollar
will continue to weaken in the near term.
In 2003 rising resource prices captured headlines. There have been two reasons for this. One is China, the fastest growing economy in the
world.  It now consumes 37% of the world’s cement, 31% of iron ore, 24% of steel, 18% of aluminum and 7% of oil. China’s needs are driven
by its pace of urbanization and industrial development. Only a third, or 39%, of the Chinese population live in city areas today. This is expected
to increase to 50% by 2010, which means more than 130 million people moving to cities.
The other is the recovery of the global economy. What is unusual about this recovery is that it appears to be synchronized by the three major
economies, the US, Europe and Japan. Prices of commodities are highly correlated with the economic cycle. If a synchronized global recovery
does fully materialize, the demand for resources will be stronger than usual.

Investors seeking to benefit from these developments can take numerous routes.  The simplest
is to hold physical gold bullion itself. Investors who take the alternative path of investing in gold mining companies, usually through gold and
resources funds, are hoping for additional leverage. The share prices of mining companies often rise proportionately more than the price of
the metal itself. For gold this multiplier has traditionally been about 3x.  As an illustration, from Oct 00 to end Oct 03, the price of physical
gold bullion rose 11.57% p.a. During the same 3-year period, the Fund rose 32.89% p.a.1 on a offer-to-bid basis.
1 Source: Lipper. Performance figures are in SGD as at 31 Oct 2003

This document may not be reproduced in any form without the express permission of UOB Asset Management Limited (UOBAM) and to the extent that it is passed
on care must be taken to ensure that this reproduction is in a form which accurately reflects the information presented here. Whilst UOBAM believes that the
information is correct at the date of production, no warranty or representation is given to this effect and no responsibility can be accepted by UOBAM to any
intermediaries or end users for any action taken on the basis of the information. No reliance may be placed for any purpose on the information and opinions
contained in this document or their accuracy or completeness. The above information is strictly for information purposes only and should not be construed as an
offer or solicitation to deal in the Fund.
The prospectus of the Fund is available and may be obtained from UOBAM and its participating distributors’ offices. Investors should read the prospectus before
deciding whether to invest in the units of the Fund. All applications for units in the Fund must be made on the application forms accompanying the prospectus.
Past performance and any forecast made are not necessarily indicative of future performance. The value of the units and the income from the Fund may fall as
well as rise. Investors may wish to seek advice from a financial adviser before making a commitment to invest in units of the Fund. In the event an investor chooses
not to seek advice from a financial adviser, the investor should consider whether the Fund is suitable for him.

Gold&
Resources
in the spotlight By Mr Alfred Wong,

Portfolio Manager

FUND
HIGHLIGHT

FUND
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Early Bird Bonus!
From now to 30 January 2004, every $10,000 investment
in Schroder Premier Payout Fund qualifies you a chance to
take part in our Prosperity Draw*. You may win bonus units
of up to $6888 and other attractive prizes in the draw.

Visit any UOB Group branch today! For more information,
call 1800 22 22 121 or log on to www.uobgroup.com

*Terms and conditions apply.

1st Prize S$6,888 in bonus units

2nd Prize S$3,888 in bonus units

3rd Prize S$888 in bonus units

4th – 7th Prizes An EF Wine Cooler

8th – 10th Prizes A Tech Mac DVD Player




