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Global markets recovered strongly in October from the steep losses of the two
previous months, with the MSCI Asia ex-Japan Index up 12.01% (in USD terms,
including dividend). The market rally was due to a combination of better US
economic data, a short term resolution of the EU debt crisis, the reduced risk of a
Chinese hard landing, and attractive market valuations after two consecutive
months of falls. In Europe, leaders have apparently reached an agreement with
Greek bondholders to write down the value of Greek bonds by 50% and to
increase the rescue fund to EUR 1trin, though details of the implementation plan
is still lacking.

In China, the initial signs of policy easing in the form of relaxation of Small and
Mid-cap Enterprises (SME) lending constraints, a lower inflation print for the
month, and share purchases by the Chinese authorities helped the MSCI China
rise by 15.16% to be the top performer in the region. Korea (+15.08%) also made
strong gains, followed by Hong Kong, Thailand and Malaysia (12.54%, 12.44%
and 12.44%, respectively). Taiwan (+6.85%) was the laggard in Asia ex-Japan,
followed by Indonesia (+8.45%) and India (+8.56%). Among sectors, Financials,
Materials, and Industrials posted the biggest gains while Telecoms, Healthcare,
and Consumer Staples underperformed.

The coordinated effort displayed by key European leaders to come up with a plan
to tackle the debt crisis is positive and a necessary step in the right direction.
However, we should be aware of the still-many challenges ahead in terms of the
details of these plans and their implementation. Meanwhile, sovereign spreads in
Europe remain at uncomfortably high levels, indicating investors’ concerns of the
plan’s viability. In China, we are beginning to see more signs of policy easing
especially in the SME funding space leading to easing concerns of a hard landing.
The recent lower inflation print (and further expected falls in CPI in the months
ahead) has helped to remove lingering concerns of inflationary pressures in the
country. We acknowledge that there is overheating in selective sectors within
China and the credit tightening has been the right policy response. However, we
are also optimistic that officials have the means to do selective loosening when
necessary to manage a more orderly slowdown.

It is clear that fiscal consolidation will have to happen for major economies to
repair their over-leverage balance sheets. This will be a major headwind for
growth in the developed world including Europe, US and Japan. Our central
scenario is that growth will be slow in developed economies but systemic risk
from banking failures is low at this point.
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HONG KONG

The MSCI Hong Kong rose 12.54% (in USD terms,
including dividend) in October. Market rebounded
sharply for the month with Hang Seng Index closed
at 19864. The Chief Executive delivered his final
Policy Address for 2012, in which he put significant
weight on the housing policies by increase land
supplies, limit speculative demand and provide more
assistance through social welfare to mid- and low-
income households.

Headline inflation rose from 5.7% in August to 5.8%
in September. Stripping out the effects of all
Government’s one-off relief measures, HK’s
underlying inflation rate in September was 6.4%, up
0.1% from the 6.3% in August 2011. The government
attributed the increase to private housing rentals
(+9.0% YoY), food (+7.8% YoY) as well as clothing
and footwear (+8.7% YoY).

Unemployment rate for July to September 2011
stayed flat at 3.2%, with underemployment rate
dropped from 1.8% in June to August to 1.7% in July
to September. Total employment rose by 5,800 to
3.642mn this month, setting a record high.

The robust trend of Hong Kong's retail sector
continued in August, with overall sales increasing
29.0% YoY to HKD 264bn. Among all sub-segments,
jewellery and watches (+53.2% YoY) and electronic
goods (+45.1% YoY) continued to lead, which
recorded 50.9% and 34.9% YoY growth YTM,
respectively.

Exports, however, were unexpectedly contracted by
3% YoY to HKD 272bn, the first YoY decline in 23
months. Domestic exports plunged 18.6% while re-
exports slipped 2.7%. Imports, on the other hand,
grew by a meager of 2.3% YoY to HKD 312bn. The
trade deficit widened by 63% YoY to HKD 40bn (HKD
310bn YTD). This contraction can be seen as a
leading indicator for slowing down of the global
economy.

KOREA

The MSCI Korea gained 15.08% (in USD terms,
including dividend) in October, on the back of hopes
for a resolution to the debt crisis in Europe and an
easing of concerns of a double-dip recession in the
U.S. Main rebound has seen in the Chemical,
Energy, Material, Steel, and Machinery sectors which
had been down a lot in August and September.

Currently, there are three market drivers. First,
expectations are  arising  over  regulatory
arrangements aimed at preventing a further
escalation of the debt crisis in Europe. Second, 3Q11
corporate earnings are coming out stronger than the
lowered consensus. Third, the exposure of investor
portfolios to cyclical stocks is low. In fact, both

overseas and domestic investors are clinging to
abnormally high cash holdings. Hence, amid the
market rallies, investment in cyclical stocks is likely to
increase.

Although a relief rally is underway, it is currently not
the time to relax as there are numerous unresolved
issues. The biggest of these is the conflict of interest
among European governments, which could
undermine policy coordination efforts.

We are positive on Autos, Banking, Energy, Internet,
Steel, Insurance, and Construction as they might see
mild earnings revision next year, but cautious on
Transportation, Utilities, Chemicals, and IT due to
expected sharp cuts in the earnings for next year.

SINGAPORE

The MSCI Singapore surged 10.57% (in USD terms,
including dividend) in October, as more details of the

Europe stabilization plan were released to the market.

Oil & Gas and the property sectors are the best
performing sector, rebounding from steep losses in
the previous months. In contrast, the REITs and
Telecommunication sectors lagged as investors seek
beta plays in the market rebound.

The third quarter advance GDP estimates suggest
that the economy may have expanded 1.3% QoQ
and 5.9% YoY, averting a technical recession. The
government has also cut GDP growth forecast for
this year to 5%, from 5-6% earlier, and predicted a
further slowdown in expansion in 2012 as the global
outlook weakens, prompting the central bank to ease
its monetary policy stance.

The outlook for Singapore's manufacturing sector
remains subdued, with the purchasing managers'
index (PMI) in the red for the third straight month.
Despite Singapore’s inflation rate slowed in
September, at 5.5%, it is the fourth consecutive
month with rate stays above 5% YoY.

TAIWAN

MSCI Taiwan was up 6.85% (in USD terms, including
dividend) in October, underperforming MSCI AC Asia
ex Japan which rose 12.01%. On the economic front,
inflation held steady at 1.35% YoY in September.
Export orders were up only 2.7% in September
compared to 5.3% in August.

Export order growth declined to all time low and in
NTD terms declined in 3 straight months. The
slowdown in technology exports and exports to China
and Hong Kong are the main culprits. The M1B
continue to decline in September to 6.2% while M2
grow decelerated to 5.8%. There is increasing risk of
“death cross” in the next few months if we don’t see
significant recovery or signs of policy easing in China
does not start loosening.

As consumer confidence reached 10 years high, we
think this is unsustainable given the deteriorated
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global macro outlooks. We expect the market to trade
sideways and driven more on macro news flow and
fund flow. The Q4 is also low season thus gives little
excite on fundamental. We also expect further down
grade on 2012 earnings, as at September, EPS
forecast for 2011 is expected to decline 15% versus
12% growth early this year.

MALAYSIA

The MSCI Malaysia rose 12.44% (in USD terms,
including dividend) in October due to renewed
confidence that a resolution was at hand for the debt
crisis in Europe. While in the US, Department of
Commerce reported a 2.5% growth in GDP which
was at the fastest pace in a year supported by gains
in consumer spending and business investments.

The announcement of 2012 Budget on October 7
also lifted local market sentiment as there were
hardly any sectors negatively affected except for the
property sector where the RPGT was raised from 5%
to 10% for the first two years. Even then, the
quantum of increase was mild and largely within the
market expectations.

Average value traded on Bursa eased 18% in
October to MYR 1.48bn per day (MYR 1.81bn
previously) but still 11% above the YTD average of
MYR 1.26bn per day. Market Breadth was positive
with gainers outnumber losers by ratio of 7 to 1.
Materials sector was the best performing sector as
Petronas Chemical gained 16% driven by sharp
recovery in crude oil prices.
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CHINA

MSCI China rose 15.16% (in USD terms, including
dividend) in October. Sector-wise, the Materials
sector was the best performer, up 24.74%, followed
by Financials, up 24.4% and Industrials, up 22.37%.
Telecommunication was the worst performer, down
2.35%, followed by Health Care, up 2.79% and
Utilities, up 8.35%.

On the economic front, China’s August macro data
showed more signs of weakness. On the year-on-
year comparison, GDP rose at 9.1% YoY in 3Q,
following a 9.5% YoY growth in 2Q. PMI fell further to
50.4 in October, compared to 51.2 in September.

On the external front, China’s merchandise exports
eased in September, rising only 17.1% YoY,
compared to 24.5% YoY in August. Inflation wise,
pressure continued to ease, headline CPI for
September dropped moderately to 6.1% YoY. There
is also a sharp drop in agricultural produce prices
pointing a continued easing in CPI in the coming
months.

INDIA

The MSCI India rose 8.56% (in USD terms, including
dividend) in October. Globally, risky assets saw some
takers on the back of some easing in the EU
problems along with marginally better data from the
US. On the Indian macro front, the Reserve Bank of
India (RBI) increased one more time in rates during
the month (it was the 13th increase since the
tightening cycle started in 1H 2010) but then
indicated a pause in rates which the market was too
positive. GDP data points continued to show some
pressure as expected, led by the drag in investments
and manufacturing etc. The consumption side
remained strong and this coupled with lack of
investments has resulted in the high resilient inflation.
The RBI’s indication of a pause finally, after 13
increases in rates, is a reflection of their view that
they have done enough for now and that inflation
should start to ease in the next few months. Any
further rate increase would have brought GDP growth
down to below 7%. Moody’s cut the largest Indian
bank, SBI's rating by a notch during the month on
their expectations of inadequate capital to meet
growth estimates and with a view of an adverse NPL
cycle. The street has already brought down its
estimates on both GDP and aggregate earnings
growth, thus making the market ready for a bounce
once sentiment starts to improve. During the month,
Foreign Institutional Investors bought net USD
483mn, taking their YTD purchase to USD 535mn.
Domestic Insurance Companies booked some profits
and net sold USD 423mn worth of stock (YTD net
inflow of USD 3.68mn) and Domestic Mutual Funds
sold USD 43mn worth of stock (YTD purchase of
USD 1bn).

INDONESIA

The MSCI Indonesia sank lower in early October,
and picked up momentum from there, gaining 8.45%
(in USD terms, including dividend) in October. The

IDR reversed course and appreciated 1.1% during
the month. Government bond yields saw a steep
decline in October. Average trading volumes
contracted to USD 561mn, down 8.5% MoM.

CPI rose by just 4.4% YoY through October while,
inflation was down 0.1% MoM, helped by sizeable
declines in food (-0.3%), clothing (-1.3%), and
transportation (-0.4%) prices. YoY trend, inflation has
steadily declined this year, with the inflation rate
falling every month (relative to previous month). Bank
Indonesia unexpectedly cut the policy rate to 6.5%
for the month of October earlier than expected.

Looking ahead, inflation could fall below 4% by
February next year, despite the possibility of a fairly
sharp rise in rice prices due to the Thailand floods. In
our view, this likely path of benign prices, along with
persisting global uncertainties, is likely to reinforce
the Bl's intent to cut interest rates more. As global
market volatility persists, Indonesia continues to do
better than most of its peers in Asia on a relative
basis. The domestic economy remains very robust;
Indonesia should still be able to grow 6.5% this year
and by similar quantum in 2012.

PHILIPPINES

The MSCI Philippines surged 10.00% (in USD terms,
including dividend) in October, wiping out the 9.22%
decline in the previous month. Daily volumes fell to
as low as USD 61mn, only half of the YTD average
prior to October. Broad based gains lifted the index,
as sectors rebounded from the September sell-off.

A fair bit of positive data surprises distinguished the
domestic environment from the uncertain external
environment. Remittances continued to be strong,
rising 11% YoY in August. Loans expanded 19.8%
YoY after showing good sequential growth of 1.9% in
August. Meanwhile, vehicle sales, which contracted
10% in 2Q, finally managed to move to positive
territory (+1.3% in September). Meanwhile, power
sales in 3Q rose 3%, after a soft 1H (-1% YoY).

The relatively benign inflation  environment
(September’s inflation at 4.8%) has prompted the
BSP (central bank of Philippines) to rule out further
rate hikes in 2011. This has also led to improved
confidence levels. Business and consumer
confidence have rebounded, as have approval
ratings for President Aquino. While flooding in
Thailand has led to upward risk to local rice prices,
relatively higher domestic rice prices presently allay
the pressure for spikes to occur.

THAILAND

The MSCI Thailand surged 12.44% (in USD terms,
including dividend) in October, and the gain occurred
despite the largest flood episode in recent memory
significantly affecting agriculture and manufacturing
activity. External risk appetite over-rode local
concerns, with foreigners net purchasing USD 998mn,
the second highest net purchase level after the
election-related inflow in Jul 11.

Thailand’s activity indicators slowed in September
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with both external and domestic demand easing from
the rapid pace in August. Export slowed MoM in all
categories whereas import was slightly stronger.
Recent news suggests that the damage to the
industrial sectors is likely to be more disruptive to the
supply chains in the auto and electronics sectors and
the recovery will likely to be slower than initially
expected.

The lower growth in 4Q11 due to the floods, the
higher the rebound would be in 2012’s growth. The
current estimated damage from the floods would be
anywhere between 2-3% of GDP for this year, 2011.
However floods will recede eventually and there will
be the offsetting impact of reconstruction activities in
1H12 along with a sharp output recovery. Thailand is
well positioned to weather a slower global backdrop
with the government’s clear measures to boost
domestic consumption and wealth. We prefer the
domestic over the external related sectors given the
uncertainty in the global developed markets outlook
especially in Euro-zone.

JAPAN

The MSCI Japan fell 0.25% (in USD terms, including
dividend) in October. With higher expectations of
further monetary easing in the US and uncertainties
on the European debt situation, the JPY appreciated
to a record high by the end of the month. On the 31%,
the Bank of Japan proceeded to an USD buying/JPY
selling intervention which momentarily depreciated
the JPY.

On the macro-economic side, surveys show that
corporate (mainly SME) and individual (mainly
mortgages) loans are recovering, albeit slightly.
Overall, the recovery in economic activity and
personal consumption since the earthquake has
produced positive QoQ GDP growth. Exports have
also been supportive since May, reflecting recovery
in the domestic supply-chain and restocking
overseas of Japan-built inventories. However,
slowing global economy and the impact of floods in
Thailand on the Auto and the Electronics sectors are
expected to surface gradually.

In the first three weeks of October, pension funds
(+JPY 95bn) and foreign investors (+JPY 7bn) were
net buyers while investment trusts (=JPY 73bn) and
individuals (-JPY 20bn) were net sellers.

AUSTRALIA

The MSCI Australia surged 17.01% (in USD terms,
including dividend) in October as investors grew
more confident that arrangements struck at a
European leaders’ summit towards the end of the
month could defuse the euro sovereign crisis.

The Resources index (+9.2%) rebounded strongly
from two weak months. The Energy sub-group was

particularly strong (+12.3%). Commodity prices were
generally firmer (the main exception being iron ore)
as global growth expectations stabilized and Chinese
data suggested that inflation was slowing at little cost
to growth momentum. The Banks sector (+10.7%)
reacted positively to falling credit spreads as
concerns over the European banking system eased.

The Reserve Bank of Australia (RBA) left the cash
rate steady at 4.75% for the tenth consecutive
meeting. However the tone of commentary seemed
to change to a more neutral policy bias as references
to anxiety about medium-term inflation seen in
previous statements were removed from this one.
Core CPI rose by 2.5% YoY in 3Q11, the mid-point of
the RBA’s target range, and lower than consensus
estimate. Employment rebounded in September,
adding 20.4k jobs after falling 10.5k in August. The
unemployment rate dropped slightly from 5.3% to
5.2%. October’s risk appetite recovery pushed the
AUD to its strongest monthly gain (+9.0%) against
the USD since May 2009.

NEW ZEALAND

The MSCI New Zealand returned 1.71% (in USD
terms, including dividend) in October.

Reserve Bank of New Zealand (RBNZ) kept the rate
unchanged at 2.5%. The statement states that given
the ongoing global economic and financial risks, it
remains prudent to continue to keep the rate on hold.
However, if global developments have only a mild
impact on New Zealand economy, the rate may
increase as there is gradually increase pressure on
domestic resources. As euro sovereign crisis seems
to be solved, this made NZD appreciate.
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Country Index Current index in LC T Momﬁeturn (:e)’x'\clzllc;ndt;]\gdend) |nl|$(;2|rcurrency YD
Australia Australia All Ordinary 4360.50 7.1% -3.1% -7.9% -10.0%
China Hang Seng China Enterprises 10512.99 17.9% -15.0% -20.2% -17.2%
Hong Kong Hang Seng Index 19864.87 12.9% -11.5% -14.0% -13.8%
India India National 9196.79 6.8% -3.6% -13.6% -13.8%
Indonesia Jakarta Composite 3790.85 6.8% -8.2% 4.3% 2.4%
Japan Tokyo SE Topix 764.06 0.4% -9.2% -5.8% -15.0%
Korea Korea Composite 1909.03 7.9% -10.5% 1.4% -6.9%
Malaysia KLSE Composite 1491.89 7.6% -3.7% -0.9% -1.8%
New Zealand | New Zealand SE 50 3332.56 -0.3% -1.9% 0.8% 0.7%
Philippines Philippine SE Composit 4333.72 8.4% -3.8% 1.5% 3.2%
Singapore FTSE Singapore Straits Times 2855.77 6.8% -10.5% -9.1% -10.5%
Taiwan Taiwan Weighted 7587.69 5.0% -12.2% -8.4% -15.4%
Thailand Bangkok SET 974.75 6.4% -14.0% -1.0% -5.6%
Asia MSCI EMF Asia ex Japan Free 609.64 9.5% -9.7% -8.2% -11.4%
Asia/Pacific MSCI AC Pacific Free 87.33 5.4% -9.3% -8.1% -13.2%
Asia/Pacific MSCI Pacific 535.65 3.4% -8.6% -8.4% -14.4%
Asia MSCI AC FE Free ex Japan 513.66 9.8% -11.0% -8.2% -11.4%
Asia MSCI AC FE Free ex Japan ex Taiwan 577.90 10.8% -11.1% -8.2% -10.5%
USA Dow Jones Industrial 11955.01 9.5% -1.6% 7.5% 3.3%
UK FTSE 100 5544.22 8.1% -4.7% -2.3% -6.0%
World MSCI EAFE 698.88 6.1% -7.9% -9.8% -12.7%
World MSCI World 838.71 8.5% -5.4% -1.9% -6.6%

Exchange Rate Return (excl. dividend) in USD

Country Index 1USDtoLC 1 Month 3 Mo(nths 1 \zear YTD
Australia Australia All Ordinary 0.9426 17.0% -6.4% -0.3% -6.9%
China Hang Seng China Enterprises 7.7650 18.2% -14.7% -20.3% -17.1%
Hong Kong Hang Seng Index 7.7650 13.2% -11.1% -14.1% -13.7%
India India National 48.695 7.4% -12.5% -21.1% -20.9%
Indonesia Jakarta Composite 8,853 6.1% -11.9% 5.3% 4.2%
Japan Tokyo SE Topix 77.98 -0.8% -10.1% -2.7% -11.6%
Korea Korea Composite 1108.2 14.7% -14.9% 2.9% -4.7%
Malaysia KLSE Composite 3.0680 11.9% -6.8% 0.5% -1.3%
New Zealand | New Zealand SE 50 1.2314 5.9% -8.8% 7.1% 4.7%
Philippines Philippine SE Composit 42.635 11.1% -4.9% 2.4% 6.0%
Singapore FTSE Singapore Straits Times 1.2517 11.0% -13.5% -5.4% -1.7%
Taiwan Taiwan Weighted 29.918 7.0% -15.4% -6.3% -17.6%
Thailand Bangkok SET 30.750 7.5% -16.6% -3.5% -7.5%
Asia MSCI EMF Asia ex Japan Free 12.0% -12.8% -8.5% -12.2%
Asia/Pacific MSCI AC Pacific Free 7.6% -11.0% -5.0% -11.0%
Asia/Pacific MSCI Pacific 5.2% -9.9% -4.3% -11.2%
Asia MSCI AC FE Free ex Japan 12.4% -13.1% -7.3% -11.1%
Asia MSCI AC FE Free ex Japan ex Taiwan 13.5% -12.9% -7.5% -9.6%
USA Dow Jones Industrial 1.0000 9.5% -1.6% 7.5% 3.3%
UK FTSE 100 1.6141 12.0% -6.3% -1.4% -3.1%
World MSCI EAFE 9.6% -10.4% -6.9% -9.2%
World MSCI World 10.3% -6.8% -0.4% -4.9%
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The issuer of this document is Amundi Hong Kong Limited.

This document is not intended as an offer or solicitation with respect to the purchase or
sale of securities, including shares or units of funds. All views expressed and/or reference
to companies cannot be construed as a recommendation by Amundi. Opinions and
estimates may be changed without notice. To the extent permitted by applicable law,
rules, codes and guidelines, Amundi and its related entities accept no liability whatsoever
whether direct or indirect that may arise from the use of information contained in this
document.

This document is for distribution solely to persons permitted to receive it and to persons
in jurisdictions who may receive it without breaching applicable legal or regulatory
requirements. This document has not been reviewed by the Securities and Futures
Commission in Hong Kong.

This document is prepared for information only and does not have any regard to the
specific investment objectives, financial situation and the particular needs of any specific
person who may receive this document. Any person considering an investment should
seek independent advice on the suitability or otherwise of the particular investment.
Investors should not only base on this document alone to make investment decisions.

Investment involves risk. The past performance information of the market, manager and
investments and any forecasts on the economy, stock market, bond market or the
economic trends of the markets are not indicative of future performance. Investment
returns not denominated in HKD or USD is exposed to exchange rate fluctuations. The
value of an investment may go down or up.
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