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INFLATION CONCERNS CAUSE BROAD DECLINES 
 

• Both equity and bond funds fell across the board in October. 
• Equity India gave back its previous gains and fell 9.36%. 
• Utility, natural resources, and gold funds were hurt by falling oil 

prices. 
• International money market funds benefited from a weaker 

Taiwanese dollar. 
• Equity Taiwan lost 6.64%, underperforming the TAIEX index. 

  

Market Performance 
 

The Taiwan stock market dropped steeply, down 5.8% in October, 
together with those of its neighbors such as Korea (-5.8%), Hong Kong 

(-5.8%), and Mainland China (-5.4%). On the other hand, Japan (+0.2%) did better than the U.S. (-
1.8%) and Europe (-2.4%) in October.  

Linbo Fan 
Senior Research Analyst 
Lipper 

 
October was a depressing month for the stock markets around the globe, mainly because of concerns 
about the drag on the global economy by inflation caused by high oil prices. Hurricanes Katrina and 
Rita damaged refinery facilities in the Gulf Coast in the past two months and caused spikes in oil 
prices, which resulted in higher inflation in the U.S. On the other hand, the U.S. Fed is quite 
determined to further hike interest rates to rein in inflation, bringing the Fed fund rate to 4.00%, and it 
is expected to go even higher. Higher inflation and higher interest rates may slow down consumer 
spending in the U.S., especially before the upcoming holiday season, when a major part of total sales 
are made for the whole year. Shrinking U.S. spending would be a drag on global economies. 
  

        Stock Market Performance, October 2005, in Local-Currency Terms 
Hang Seng CR (IN)
Shanghai CR (IN)
FTSE Eurofirst 300 CR (IN)

Nikkei 225 CR (IN)
S&P 500 CR (IN)
Korean SE KOSPI 100 CR (IN)

Taiwan Weighted Price CR (IN)

Percentage Growth Total Return, Tax Default, In LC
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 Money Market Fund Performance 
 
The Taiwan dollar continued its decline against major currencies in October. The Taiwan dollar has 
been losing value against the U.S. dollar for six months by a total of 6.8%. Strengthening of the U.S. 
dollar, capital flows out of Taiwan, and inaction by the Taiwan central bank are part of the reasons 
behind the falling Taiwanese currency.  
 
The depreciating Taiwan dollar helped the money market fund classifications in October, except for 
CAD and AUD. Reduced demand for raw materials provided less support to Canadian and Australian 
currencies, which have rallied for the past few months. 
 
The best performer among the money market classifications was the GBP, helped by both the 
currency appreciation against the Taiwan dollar and relatively high interest rates in the U.K. 
  

Money Market Fund Performance, October 2005, in Taiwan Dollars Except for LC 
Class Group Classification Average 

Return 
Fund 
Count 

Currency Currency 
Return 

Return 
in LC 

Mixed Currency Money Market Global 1.29 2       
Money Market GBP 1.49 3 UK Pound Sterling 1.17 0.32
Money Market HKD 1.44 2 Hong Kong Dollar 1.17 0.26
Money Market USD 1.35 25 US Dollar 1.10 0.25
Money Market CHF 0.98 3 Swiss Franc 0.96 0.02
Money Market EUR 0.54 15 Euro 0.44 0.10
Money Market CAD -0.34 1 Canadian Dollar -0.52 0.18

Single Currency 
  
  
  
  
  
  Money Market AUD -0.71 2 Australian Dollar -1.08 0.38
Source: Lipper 
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Bond Fund Performance 
 
Domestic bond fund classification Bond TWD returned 0.11% for October, while Bond Global lost 
0.36% despite the support from a weaker Taiwanese dollar. Caution is needed when interpreting the 
performance figures for domestic Taiwanese bond funds because the reported NAVs may not reflect 
the true market values of the bond holdings and the related interest rate risks and credit risks. The 
Taiwanese government has realized the problem with this practice and has started to restructure the 
bond fund sector and to reform the valuation practices according to international standards. 
 
Opposite of September’s results, all international bond fund classifications posted losses in local 
currency terms in October, with corporate bond and convertible bond fund classifications claiming 
the bottom of each classification group. Even in Taiwanese dollar terms, only a few classifications 
were positive. Bond USD Short-Term (+1.04%) had the highest return, and Bond JPY (-1.94%) had 
the lowest return in Taiwanese currency terms, while Bond Convertibles Europe posted the worst 
return of minus 1.37% in local currency terms. 
 
Concerns about inflation globally not only dragged down the equity markets but also hurt the bond 
markets. Higher inflation incurs higher interest rates and declines in bond prices, especially prices of 
bonds with longer durations. Interestingly, high-yield bond fund classifications were less impacted by 
the inflation concerns than their investment-grade counterparts, as shown in the performance table. 
For example, Bond Europe High Yield (+0.19%) had the highest return in the Europe classification 
group. Higher inflation forces investors to search for higher yield, increasing demand for high-yield 
bonds. 
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Bond Fund Classification Performance in October 2005 
Class 
Group 

 
Classification 

Average 
Return 

Fund 
Count 

 
Currency 

Currency 
Return 

Return 
in LC 

Bond Emerging Markets Global -0.21 8       Emerging 
Markets Bond Emerging Markets Europe -0.34 1       

Bond Global Short Term 0.35 2       
Bond Global USD Hedged 0.31 1 US Dollar 1.10 -0.78
Bond Global High Yield -0.02 8       
Bond Global EUR Hedged -0.31 1 Euro 0.44 -0.75
Bond Global -0.36 40       
Bond Global Corporates -0.41 1       

Global 
  
  
  
  
  

Bond Convertibles Global -0.87 2       
Bond Asia Pacific 0.12 5       Asia 

Pacific  Bond Convertibles Other -1.90 1       
Bond Europe High Yield 0.19 3 Euro 0.44 -0.25
Bond EuroZone -0.48 2 Euro 0.44 -0.92
Bond Europe -0.69 8 Euro 0.44 -1.13
Bond Convertibles Europe -0.94 1 Euro 0.44 -1.37

Europe 
  
  
  
  

Bond Europe Other -1.41 1       
Bond USD Short Term 1.04 4 US Dollar 1.10 -0.06
Bond USD 0.30 27 US Dollar 1.10 -0.79
Bond USD High Yield 0.13 12 US Dollar 1.10 -0.96

US Dollar 
  
  
  

Bond USD Corporates -0.24 2 US Dollar 1.10 -1.33
Bond EuroZone Short Term 0.18 1 Euro 0.44 -0.26
Bond EUR Short Term 0.10 1 Euro 0.44 -0.34
Bond EUR High Yield -0.02 3 Euro 0.44 -0.45
Bond EUR Medium Term -0.20 1 Euro 0.44 -0.64
Bond Other EUR Hedged -0.32 1 Euro 0.44 -0.76
Bond EUR -0.46 13 Euro 0.44 -0.89

Euro 
  
  
  
  

Bond EUR Corporates -0.67 2 Euro 0.44 -1.11
Bond GBP 1.02 5 UK Pound Sterling 1.17 -0.15
Bond TWD 0.11 90 Taiwan Dollar   
Bond CHF -0.01 2 Swiss Franc 0.96 -0.96
Bond AUD -1.33 1 Australian Dollar -1.08 -0.25

Single 
Currency 
  
  
  
  Bond JPY -1.94 1 Japanese Yen -1.56 -0.39
Source: Lipper 
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Equity Fund Performance 
 
Equity funds fell across the board in October in sharp contrast to the many double-digit gains in 
September. Among all 60 Lipper equity fund classifications available in Taiwan, only three turned 
out positive: Equity Philippines (+5.40%), Equity Indonesia (+0.42%), and Equity Japan (+0.21%). 
The three biggest losers for the month were Equity India (-9.36%), Equity India Sub-continent (-
9.14%), and Emerging Markets Europe (-8.65%). 
 
Equity India and Equity India Sub-continent pretty much gave back all their gains of September. This 
came as a result of profit taking after the tremendous recent gains. Even with the huge loss in October, 
the Equity India classification has still gained 17.84% on a year-to-date basis. For the past 36 months 
the Equity India classification has gained a total of 228.82% or almost 50% per year. It seems that 
outsourcing did an amazing job in pumping up the stock market in India. We can see from the 
following graph that both Russia’s and India’s stock markets have been soaring, but China’s stock 
market has fallen far behind in the past three years, despite the high economic growth rate. 
 
The sector fund performance chart also turned upside down in October, with the September high 
fliers such as Equity Sector Utilities (-7.48% in October), Equity Sector Natural Resources (-7.39% in 
October), and Equity Sector Gold and Precious Metals (-5.80% in October) sinking all the way to the 
bottom. The fall of these sectors related to an easing demand for oil and stabilized oil prices. The oil 
price dropped to the US$60/barrel range, and the market was less nervous about further hikes of oil 
prices in the short term, although the inflationary effect of a higher oil price level is here to stay. 
Falling oil prices also drove the losses in oil-rich emerging markets fund classifications in October. 
 

Three-Year Stock Market Performance for Russia, India, and China 
Bombay SE 500 CR (IN) Russia MCX CR (IN) Shanghai CR (IN)

Percentage Growth Total Return, Tax Default, In LC

3 Years From 31/10/2002 To 31/10/2005
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Equity Fund Classification Performance in October 
Class 
Group 

Classification Average 
Return 

Fund 
Count 

Currency Currency 
Return 

Return 
in LC 

Equity Emerging Mkts Latin Am -3.65 9       
Equity Emerging Mkts Global -5.15 9       
Equity Emerging Mkts Far East -5.25 2       

Emerging 
Markets 
  
  
  Equity Emerging Mkts Europe -8.65 10       

Equity North America -1.11 58 US Dollar 1.10 -2.18
Equity Global -2.26 58       
Equity Global ex US -2.60 1       
Equity Asia Pacific -2.66 11       
Equity Europe -2.67 53 Euro 0.44 -3.10
Equity Europe ex UK -3.21 8 Euro 0.44 -3.63
Equity EuroZone -3.49 15 Euro 0.44 -3.92

Regional 
  
  
  
  
  
  
  

Equity Asia Pacific Ex Japan -4.62 17       
Equity Philippines 5.40 2 Philippine Peso 3.23 2.10
Equity Indonesia 0.42 2 Indonesia Rupiah 2.85 -2.36
Equity Japan 0.21 39 Japanese Yen -1.56 1.80
Equity Switzerland -0.13 4 Swiss Franc 0.96 -1.08
Equity Malaysia -0.73 6 Malaysian Ringgit 0.94 -1.65
Equity Malaysia/Singapore -2.44 4       
Equity UK -2.59 9 UK Pound Sterling 1.17 -3.71
Equity Netherlands -2.83 2 Euro 0.44 -3.25
Equity Germany -2.88 3 Euro 0.44 -3.31
Equity Singapore -3.29 5 Singapore Dollar 0.74 -4.00
Equity Spain -3.72 3 Euro 0.44 -4.15
Equity Korea -3.74 8 South Korean Won 1.23 -4.91
Equity France -4.48 3 Euro 0.44 -4.90
Equity Australasia -4.60 5 Australian Dollar -1.08 -3.56
Equity Thailand -4.91 7 Thai Baht 1.77 -6.56
Equity Greater China -5.71 3 Hong Kong Dollar 1.17 -6.80
Equity Canada -5.99 1 Canadian Dollar -0.52 -5.50
Equity Hong Kong -6.04 3 Hong Kong Dollar 1.17 -7.13
Equity Nordic -6.13 1       
Equity Taiwan -6.64 129 Taiwan Dollar   
Equity Italy -6.67 4 Euro 0.44 -7.08
Equity Indian Sub-Continent -9.14 2       

Single 
Market 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

Equity India -9.36 5 Indian Rupee -1.45 -8.03
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Equity Fund Classification Performance in October (Continued) 
Class 
Group 

Classification Average 
Return 

Fund 
Count 

Currency Currency 
Return 

Return 
in LC 

Equity Japan Sm&Mid Cap 3.12 12 Japanese Yen -1.56 4.75
Equity Nth America Sm&Mid Cap -2.28 22 US Dollar 1.10 -3.34
Equity Swiss Sm&Mid Cap -2.98 1 Swiss Franc 0.96 -3.90
Equity Global Sm&Mid Cap -3.43 6       
Equity UK Sm&Mid Cap -3.45 1 UK Pound Sterling 1.17 -4.57
Equity Asia Pacific Sm&Mid Cap -4.30 4       
Equity Europe Sm&Mid Cap -4.97 15 Euro 0.44 -5.39
Equity EuroZone Sm&Mid Cap -5.96 2 Euro 0.44 -6.37

Small//Mid 
  
  
  
  
  
  
  

Equity Taiwan Sm&Mid Cap -6.68 21 Taiwan Dollar   
Equity Sector Cyclical Service -1.94 2       
Equity Sector Non Cyclical Con -2.56 2       
Equity Sector Cyc Cons Goods -4.25 2       
Equity Sector Basic Industries -5.24 1       

Industry 
  
  
  
  

Equity Sector General Industry -5.96 1       
Equity Sector Real Est N Am -0.01 2       
Equity Sector Banks&Financial -0.67 8       
Equity Sector Pharma&Health -1.43 9       
Equity Sector Telecom Srvcs -1.56 3       
Equity Sector Biotechnology -3.05 9       
Equity Sector Tech Media&Tele -3.84 2       
Equity Sector Information Tech -4.05 76       
Equity Sector Real Est Europe -4.73 1       
Equity Sector Gold&Prec Metals -5.80 4       
Equity Sector Natural Resource -7.39 9       

Sector 
  
  
  
  
  
  
  
  
  
  

Equity Sector Utilities -7.48 2       
Source: Lipper 
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Mixed-Asset Fund Performance 
 

Mixed-Asset Fund Classification Performance in October 
Mixed Asset USD Conservative 0.21 1 US Dollar 1.10 -0.88
Mixed Asset EUR Cons - Global -0.51 2 Euro 0.44 -0.95

Conservative 
  
  

Mixed Asset Other Conservative  -1.21 3       
Mixed Asset USD Bal - N Am -0.15 1 US Dollar 1.10 -1.24
Mixed Asset USD Bal - Global -0.75 9 US Dollar 1.10 -1.83
Mixed Asset EUR Bal - Global -1.20 3 Euro 0.44 -1.63
Mixed Asset Other Balanced -1.63 40       
Mixed Asset CHF Balanced -1.76 1 Swiss Franc 0.96 -2.69
Mixed Asset HKD Balanced -2.03 1 Hong Kong Dollar 1.17 -3.16
Mixed Asset TWD Balanced -2.45 82 Taiwan Dollar   
Mixed Asset SGD Balanced -2.46 2 Singapore Dollar 0.74 -3.18

Balanced 
  
  
  
  
  
  
  
  

Mixed Asset EUR Bal - Europe -2.66 2    
Mixed Asset USD Aggressive -0.48 4    
Mixed Asset EUR Agg - Global -1.53 3    

Aggressive 
  
  

Mixed Asset Other Aggressive -2.71 1    
Source: Lipper 

 
Outlook 

 
The fourth quarter of 2005 started with a bleak October for investors across the board. The inflation 
shadow is now hovering all over the globe, brought about by a higher level of oil prices. But the good 
news is that oil prices seem to be stabilizing, so they won’t choke the global economy all together. In 
the meantime the 3.8% third quarter GDP growth rate hinted the U.S. economy is still strong, which 
may keep the momentum going until the fourth quarter. Whether the widely eyed holiday season sales 
are going to be affected by higher oil prices remains to be seen, and whether bird flu can be contained 
around the global is also significant, especially for those areas affected. 
 
On the fixed income side, the newly appointed U.S. Fed chairman Ben Bernanke is likely to continue 
on the rate hike path set by his predecessor Alan Greenspan, especially at a time inflation is in the 
headlines. Rate hikes may be instituted by central banks in Asia to avoid fund flows out of the region. 
So, the long-term bond prices may continue to be under pressure as funds shift toward the short-term. 
But the direction may change if the growth in the U.S. shows signs of slowing down or inflation 
pressure lessenes. 
 
 
Linbo Fan 
Linbo.fan@reuters.com 
 
© Reuters 2005. All Rights Reserved. Lipper Fund Market Insight Reports are for informational purposes only, and do 
not constitute investment advice or an offer to sell or the solicitation of an offer to buy any security of any entity in any 
jurisdiction. No guarantee is made that the information in this report is accurate or complete and no warranties are 
made with regard to the results to be obtained from its use. In addition, Lipper will not be liable for any loss or damage 
resulting from information obtained from Lipper or any of its affiliates. 
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 Did You Know?  
 

 
The Lipper Leader fund selection system helps financial advisors match 
their clients with funds that fit their investment goals and allows fund 
companies to showcase the unique strengths of their funds in marketing 
materials. Lipper Leader scores are respected as expert third-party 
evaluations. They're investor-focused and easy to use in making fund 
selections and recommendations. Visit http://www.lipperleaders.com for 
more information and to check the scores for your funds. 
 
Lipper Hindsight 
The Lipper Hindsight application is a tool for professionals to analyze quantitative information on 
funds, including performance data and fundamental information including fees, taxation, dividends, 
etc. The application is installed with a CD-ROM, and data is updated via the Internet whenever 
required by the user. 
 
Electronic Fund Fact Sheet 
Lipper Asia also produces bilingual electronic fund fact sheets in PDF format in either a predefined 
generic layout, a co-branded layout, or in a customized layout defined by our clients. These fact 
sheets may be posted to a Web site or an internal distribution network. 
 
Data Feed Services 
The Data Feed Services consist of a series of files (txt files, zipped into one ZIP file) output from 
Lipper's Global Funds Database and output to Lipper's FTP site on a daily, weekly and monthly basis. 
Clients are given username and passwords to the FTP site so that they can access the Lipper feeds and 
pull them into their own environment. It is a very simple and effective way of delivering a wealth of 
fund information to clients. 
 
Increase Fund Market Knowledge Throughout Your Organization 
Lipper will gladly register an unlimited number of additional colleagues to receive Lipper 
FundMarket Insight Reports or the Lipper FundFlows Insight Report at no additional cost.  
 
Visit http://www.lipperleaders.com for more information. 
 
 

********************* 
About Lipper 

 
Lipper, a wholly owned subsidiary of Reuters, is a leading global provider of mutual fund information 
and analysis to fund companies, financial intermediaries, and media organizations. Lipper clients 
manage more than 95% of U.S. fund assets. Founded in 1973 and headquartered in New York, the 
firm tracks 130,000 funds worldwide through its offices in major financial capitals in North America, 
Europe, and Asia. 
 

        Page 9 of 9 
This report is for individual and internal use only. It may not be reproduced or transmitted in whole or in part by any means, 

electronic, mechanical, photocopying, or otherwise without Lipper’s prior written approval. 

http://www.lipperleaders.com/
http://www.lipperleaders.com/

	 Bond Fund Classification Performance in October 2005 
	 
	Currency
	Three-Year Stock Market Performance for Russia, India, and China 
	 Equity Fund Classification Performance in October
	Mixed-Asset Fund Classification Performance in October 
	   Did You Know?  
	 
	Lipper Hindsight 
	Electronic Fund Fact Sheet 
	Data Feed Services 


	About Lipper 





