Monday, 05 January 2015

i VOB UOB J&is

UOB Personal Financial Services
Deposits, Investments & Insurance Strategy
Research & Product Advisory

Headlines

= All eyes on Berlin as ECB readies bond-buying scheme. Reuters.com, 04 January 2015

=  UK'’s Cameron will move EU referendum forward if possible. Reuters.com, 04 January 2015

=  Euro forecasters see more pain after worst year since 2005. Bloomberg.com, 03 January 2015

= Germany sees Greek eurozone exit as manageable outcome, Spiegel says. Bloomberg.com, 04 January 2015

Weekly Review (for week ending 02 January 2015)

B China’s deposit rule change to free up RMB 5 trillion

China’s central bank is joining the balancing act of developed-world counterparts as it extended its toolkit to free up what analysts say
amounts to at least 5 ftrillion yuan in funds for lenders, seeking to support growth without inflaming financial risk. The PBoC will change
rules governing how loan-to-deposit (LDR) ratios are calculated at banks starting from 2015. Under the current rules, Chinese banks are
allowed to lend up to 75% of their deposits. From 2015, PBoC will include savings held by lenders for non-deposit-taking financial
institutions into bank deposits. It will temporarily waive the reserve requirement for such deposits and this will help lower banks’ LDR.

B US consumer confidence rises in December

US consumer confidence increased in December, bolstered by a brightening jobs situation that left perceptions about economic conditions
at a high last seen in February 2008, according to the Conference Board report released on Tuesday. Its index of consumer attitudes rose
to 92.6 from an upwardly revised 91.0 in November. Economists expected a reading of 93.0 for December. November was originally
reported as 88.7. The expectations index in December was 88.5 versus November's revised 89.3, and the present situation index rose to
98.6 from a revised 93.7 in November. The present situation index is now at its highest level since February 2008.

B Jobless claims in US fell in 2014 to lowest in 14 years

Fewer Americans filed applications for unemployment benefits in 2014 than at any time in 14 years as the economic expansion
strengthened. An average 308,500 workers a week filed jobless claims this year, the least since 299,600 in 2000, according to the Labour
Department. Applications climbed by 17,000 to 298,000 in the week ended December 27, more than projected, displaying the typical year-
end holiday swings. The increase in jobless claims was the first since late November. The median forecast called for 290,000.

B Draghi: Risk of ECB failing its mandate higher than six months ago

ECB President Mario Draghi said the eurozone recovery was "fragile and uneven", and the risk of the ECB not fulfilling its mandate of
preserving price stability was higher now than 6 months ago. There was a limited risk of deflation in the eurozone, but if inflation remained
too low for too long and led to receding inflation expectations and a delay in spending, the ECB would need to act to fulfil its mandate.

m Lithuania joins eurozone despite 40% of population being against

Lithuania has celebrated the New Year by joining the eurozone. The decision is country’s bid to boost stability despite inflation fears and
eurozone debt troubles. However, according to a November poll by the central bank, about 40% of the population opposed the move.
Lithuania has already donated millions of euros to the eurozone's rescue fund for struggling EU members, such as Greece.

B China December factory PMIs suggest economy cooling further, more stimulus expected

China's official manufacturing PMI slipped to 50.1 in December from November's 50.3, its lowest level of the year. Analysts had forecast a
reading of 50.1. On Wednesday, the final HSBC/Markit PMI for December came in at 49.6, slightly higher than a preliminary "flash"
reading of 49.5 but down from the final 50.0 in November. Growth in China's services sector, which accounts for close to half of the
economy, remains robust, though firms are still shedding jobs. The official services PMI rose to 54.1 in December from November's 53.9.
Authorities want services to overtake manufacturing as the bigger driver of activity in coming years. Export demand may also be bottoming
out, with a stronger US economy helping to offset weakness in Europe and Japan. In any case, investors are focussed on the likelihood
that Beijing will roll out more stimulus to avert a sharper slowdown which could trigger job losses and debt defaults.

B Singapore GDP grows 1.5% y/y in Q4 of 2014 as manufacturing shrinks

The Singapore economy grew a weaker-than-expected 1.5% y/y in Q4 of 2014, slowing from Q3's 2.8% expansion as the manufacturing
sector shrank in the final quarter. Analysts had estimated Q4 growth of 2.2% y/y. In quarter-on-quarter terms, the market economists'
median forecast of an annualised 3.1% growth rate turned out to be optimistic too. MTI's advance estimates point to a quarter-on-quarter
annualised growth rate of 1.6% in Q4, after seasonal adjustments. This was also a slowdown from Q3's 3.1% g/q expansion. All the key
sectors weakened in Q4. In his New Year message, Prime Minister Lee Hsien Loong said the economy grew 2.8% in 2014, but the
"moderately well" performance was dimmed by a "disappointing" minus 0.5% productivity growth in the first three quarters of the year.

B US ISM manufacturing and construction spending data miss forecasts

The pace of growth in the US manufacturing sector slowed more than expected in December. The Institute for Supply Management (ISM)
said its index of national factory activity fell to 55.5 in December from 58.7 in November. The reading was shy of expectations of 57.6. The
drop-off comes in tandem with a similar slip in Markit's flash PMI, and indicates that activity in the factory sector has taken a hit on worries
about global demand and a drop in oil prices. The decline dropped the ISM index to its lowest level since June. Separately, construction
spending fell 0.3%, the first decline since June, to an annual rate of US$975 billion and missing economists forecast for a rise of 0.3%.
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Market Snapshot
Selected Equity Indices Last (Jan 02) 1-week return 2014 return
Dow Jones Industrial Average 17,832.99 -1.22% 7.52%
S&P 500 Index 2,058.20 -1.46% 11.39%
FTSE 100 Index 6,547.80 -0.94% -2.71%
Euro Stoxx 50 3,139.44 -1.42% 1.20%
Nikkei 225 17,450.77 -2.07% 7.12%
Hang Seng Index 23,857.82 2.18% 1.28%
Shanghai SE Composite 3,234.68 2.44% 52.87%
BSE Sensex Index 27,887.90 2.37% 29.89%
Straits Times Index 3,370.59 0.50% 6.24%
Source: Bloomberg
Week Ahead
Economic Calendar (Selected Events)
Mon, Jan 5 Tue, Jan 6 Wed, Jan 7 Thu, Jan 8 Fri, Jan 9
Factory Orders | ADP Jobless Claims | Employment
Employment Situation
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EIA Petroleum
Status Report

FOMC Minutes

Red: Market moving indicator
Black: Merits extra attention
Source: Bloomberg

Disclaimers

The information herein is given on a general basis without obligation and is strictly for information purposes only. It is not intended
as an offer or solicitation with respect to the purchase or sale of any investment or insurance product mentioned herein. Nothing
herein should be construed as a recommendation or advice to transact in any investment or insurance product mentioned herein.

Although every reasonable care has been taken to ensure the accuracy and objectivity of the information contained in this
publication, United Overseas Bank Limited (“the Company”) and its employees cannot be held liable for any errors, inaccuracies or
omissions, howsoever caused, or for any decision or action taken based on the information or views expressed in this publication.
The Company does not warrant the accuracy, adequacy, timeliness or completeness of the information herein for any particular
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purpose, and expressly disclaims liability for any errors, inaccuracies or omissions. Any opinions, projections and other forward-
looking statements regarding future events or performance of, including but not limited to, countries, markets or companies are not
necessarily indicative of, and may differ from actual events or results.

The information herein has no regard to the specific objectives, financial situation and particular needs of any specific person.
Investors may wish to seek advice from an independent financial advisor before investing in any investment or insurance product.
Should you choose not to seek such advice, you should consider whether the investment or insurance product in question is
suitable for you.
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