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A Challenging Investment Environment
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Challenging Investment Environment : Big Jump In Volatility
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Challenging Investment Environment : Divergent Asset Class Returns
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Challenging Investment Environment : Negative Real Interest Rates

Singapore CPI from 1961 onwards

223%

1.6%)

Rising Inflation

34% 34%

1964 1967 9970 1973 1 198 2000 %4003 2006

-14%

1988 1991 1994 1997

Source: Monetary Authority of Singapore, UBS P&S Consulting

9.0

8.0

7.0

6.0

3-Month SIBOR - Over the last 10 years

Falling interest
rates

N\

Apr Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec April Aug Dec

Source: Monetary Authority of Singapore, UBS P&S Consulting



3¢ UBS

A New Generation Of Private Wealth In Asia
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Asian Growth, The Main Driver

3 of the 4 of the world’s largest economies are expected to be in Asia

GDP in year 2030; in current FX with appreciation forecasts (USD trillion)
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Source: IMF and UBS WM Research 2004
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A New Generation Of Private Wealth

USD trillion
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A New Generation Of Private Wealth
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Trends In Asian Investments : A More Structured Approach To
Asset Allocation & Diversification

Asset Allocation accounts for 90% of investment success

-

¢+ 1986 ¢ 1999 + 2006
Brinson, Hood Ibbotson & Brinson &
& Beebower: 94% Kaplan: 90% Hood: same conclusion

— Strategic Asset Allocation

—— Tactical Asset Allocation

— Security selection
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Trends In Asian Investing : Diversification to Global Portfolios

Example of Strategic Asset Allocation portfolios with an Asian tilt, in
varying levels of risk

Return

A

Equity

Growth

Liquidity Il
Bonds M
Equities - Global

Balanced

Equities — Asia Ex Japan

Alternative Investments

» Risk
Liquidity 0% - 35% 0% - 35% 0% - 35% 0% - 35%
Bonds 40% - 80% 20% - 50% 0% - 20% 0%
Equities 10% - 40% 30% - 70% 55% - 95% 65% - 100%
Global 0% - 25% 10% - 40% 20% - 55% 25% - 65%
| Asia 0% - 25% 10% - 40% 20% - 55% 25% - 65% | |
Als 0% - 25% 0% - 25% 0% - 20% 0% - 10%
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Trends In Asian Investing

Example of Using Core and Satellite Approach To Asset Allocation

Global EM
infrastructure

fund

10%
Hedge fund
(Trading strategy)
20%

Agricultural
Commodities fund
10%

Global Balanced
Portfolio with
Asian tilt
40%

Private Equity
(distressed debt)
20%

. Core Portfolio
I satellite Portfolios
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No. of Funds
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Trends In Asian Investing : Diversification to Alternative Assets

Growth of Asian hedge fund industry Growth in number of funds by size
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Source: Asia Private Equity Review
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