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Asian equity markets moved higher in November 2009, mainly led
by the strong performance of India market catching up with the
relative underperformance in 3Q09 on concern over monetary
tightening. Global leading economic indicators continued to
show steady improvement in the last three months while
corporate earnings revisions convincingly reversed the 18-month
downward trend. We expect the relative performance of China
market among the regional peers to remain strong in 1Q10, led by
corporate earnings upgrades and the government’s pro-growth
policy stance. We also turned more constructive in India market
as the fear of monetary tightening already well discounted by
investors and acceleration of the domestic economy going into
FY2011. In market allocation, we overweight China and India. In
sector allocation, we favour industrials, coal and consumer
discretionary.

Hong Kong’s Hang Seng Index slightly rose 0.3% in local currency
terms and closed at 21,821.50 in November. The index rebounded on
30 November with banks recovering from steep losses as investor
fears calmed after downsizing their portfolios and as worries about
Dubai's debt problems eased.

All ASEAN markets rallied in November, with the exception of Vietnam,
which fell over 10% in the month. Singapore’s 3Q GDP growth of
14.2% QoQ is in line with consensus but slightly below the
government's advance estimate for a 14.9% expansion. Similarity,
Malaysia's 3Q09 GDP also surprised on the upside, contracting 1.2%
YoY, up from 2Q09's -3.9% and better-than-market expectations of a
2% decline. This was driven primarily by domestic demand as private
consumption grew 1.5% YoY (versus 0.5% in 2Q09), while fixed
investment contracted a narrower 7.9% YoY (versus -9.6% in 2Q09).
The Malaysian economy is estimated to contract 3% this year but is
expected to resume to a 2-3% growth in 2010. With domestic
economic conditions improving and inflation expected to remain
subdued, Bank Negara kept the overnight policy rate (OPR)
unchanged at 2%.
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Asian Markets

HONG KONG

Hong Kong’s Hang Seng Index slightly rose 0.3%
in local currency terms and closed at 21,821.50 in
November. The index rebounded on 30
November with banks recovering from steep
losses as investor fears calmed after downsizing
their portfolios and as worries about Dubai's debt
problems eased.

Hong Kong’s retail sales rallied by the most in 14
months on increasing visitor arrivals and falling
unemployment, aiding the city's economic
recovery. Sales grew 9.8% in October from a
year earlier to HKD22.8 bn. The city’s jobless rate
dropped for a second straight month in October
after reaching a four-year high. Visitor arrivals
rose 9% in October from a year earlier, according
to Hong Kong Tourism Board statistics.

KOREA

The KOSPI ended November at 1555.6, down
1.6% in local currency terms for the month. There
is no significantly change in our portfolio as we
continue to be overweight on export sectors like
technology and auto. We have further increased
our weighting in technology, especially in TFT
LCDs, as we expect sales over the Christmas
period to beat street expectations. The
consensus expectation that panel prices will
decline to cash-cost level in 1Q10 is most likely to
be wrong as analysts fail to appreciate the
restocking demand for Chinese Lunar Year from
China in 1Q10. China will exceed US market to
become the biggest flat panel TV market by
2011.

We maintain our overweight in banks as they will
benefit from early cycle of interest rate hike with
recovery of NIM and asset quality. We maintain
our positive stance on construction stocks that
have high exposure to overseas engineering
business. While the Dubai World debt default led
to profit taking, market share gains and earnings
growth story remain intact.

SINGAPORE

The STI gained 3.1% on a MoM basis in local
currency terms. The gains were mainly on the
back of the earnings led Wall Street rally and the
continued weakness in USD. In terms of sector
performance, financials were the star, up 5.6%
MoM. The better-than-expected results from the
three banks were the main reason for the
increase.

3Q09 GDP growth of 14.2% QoQ is in line with
consensus but slightly below the government's
advance estimate for a 14.9% expansion. On a
YoY basis, 3Q09 GDP growth of 0.6% is slightly
above market expectation of +0.5% but below
government's initial estimate of 0.8% growth. The
government's new economic growth forecast for
2010 is at 3%-5%.

The manufacturing output growth in October was
weaker-than-expected due to  continued
weakness in pharmaceuticals. Total
manufacturing growth came in at 3.6% YoY,
versus market expectation of 7.5% gain. On a
MoM basis, output declined 6.7% versus +2.5%
expected. Pharmaceutical production slipped
0.7% but electronics production climbed 17.7%
YoY.

TAIWAN

The Taiex in November was up 3.3% in local
currency terms. The long-awaited financial MOU

was signed on 16 November, followed by
massive profit-taking across the financial sector.
Despite the profit-taking on financials, non-tech
sectors in general remained the key contributors
to support the index while tech names slightly
outperformed the benchmark. Foreign
institutional investors net bought a total of
USD860 mn in the month, with buying interest
converging into TFT and insurance names. This
marked a reversal from October’'s net sales of
USD360 mn. The announcement of a few M&A
deals boosted sentiment for techs and continuous
speculative buying helped to support TFT names.

We maintain our positive stance on the market on
the back of continuing improvement in macro
conditions in next two quarters. The market also
continues to underestimate the strength of end
demand. Demand for LCD TVs, NB PCs and
smart phones continue to surprise investors as
consumers reduce expenditure but are still willing
to spend in tech items. LCD TVs, NB PCs and
game consoles, e-books are on the top want-list
of for the Christmas season. We believe that the
4Q09 results for PCs and LCD TVs will beat
expectations.

MALAYSIA

The FBM KLCI rose 1.3% to close at 1259.11
points in November in local currency terms.
Malaysia's 3Q09 GDP surprised on the upside,
contracting 1.2% YoY, up from 2Q09's -3.9% and
better-than-market expectations of a 2% decline.
This was driven primarily by domestic demand as
private consumption grew 1.5% YoY (versus
0.5% in 2Q09), while fixed investment contracted
a narrower 7.9% YoY (versus -9.6% in 2Q09).
The Malaysian economy is estimated to contract
3% this year but is expected to resume to a 2-3%
growth in 2010. The external sectors continued to
improve. Exports contracted 13.4% YoY, better
than 2Q09's 19.7% decline. On the back of a
stronger domestic economy, imports recovered
even more significantly (-12.9% in 3Q09 versus -
19.7% in 2Q09). In light of improving domestic
demand and gradual recovery in the global
economy, the government expects the economy
to return to positive growth in 4Q09. With
domestic economic conditions improving and
inflation expected to remain subdued, Bank
Negara kept the overnight policy rate (OPR)
unchanged at 2%.

ASIA EX-JAPAN BOND MARKETS

Asian USD bonds rallied again in November,
thanks mainly to the massive rally in US
Treasuries. Asian credit spreads were mixed
amid the consolidation in the equity markets.
Select issues did well but high yield issues, such
as Adaro, underperformed. There were several
new issues such as OCBC sub notes and State
Bank of India.

Towards the end of November, the possible delay
in coupon payments by Dubai world spooked
financial markets and caused Asian spreads to
widen marginally. Looking forward, we see the
Asian credit markets consolidated as investors
wind down for year-end 2009. Asian bonds and
credits are expected to be range bound till next
year. Asian currencies are likely to consolidate in
the near-term, although we continue to Asian
currencies trading higher in 2010.
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CHINA

The MSCI China gained 2.46% in USD terms
including dividend in November. We remain
constructive in the outlook of China market going
into 1Q10 on acceleration in the underlying
economies, corporate earnings upgrades and
government’s pro-growth policy stance. We
continue to overweight major beneficiaries of
reflationary policy like capital goods and banks.
We added exposure consumer stocks on
acceleration of consumer spending in 2010.

INDIA

The BSE Sensex gained 6.5% during November
in local currency terms. The MSCI India (USD)
gained a meaningful 8.41%, outperforming MSCI
Emerging Markets Index by 4% during November
2009. Materials, consumer discretionary and
healthcare were relative outperformers while
telecoms, staples and utilities underperformed.
Midcap index outperformed the large caps
marginally and showed better showing for the
seventh consecutive month. The July-Sept'09 (2Q
of FY10) surprised on the upside with 7.9%
growth (the fastest in six quarters) beating
consensus estimates which was at 6.3% growth.
While the agriculture data came much stronger
than anticipated and one doesn't rule out lowering
of some numbers on that front going forward,
there is no denying the fast growth in the
underlying economy. Consensus GDP estimates
for FY10 which had stalled in the 6-6.2% range
has moved to 6.5-7% range for the current fiscal
and 7.5-8% range for the next fiscal. Earnings
upgrades continued too and aggregate EPS
growth estimates are 10% for the current fiscal
and 23% for the next. The market does expect the
extremely benign rate environment to start
reversing in the next few months on the back of
the strong growth and rising inflation but will take
it in their stride as long as the rate rise is limited to
150bp. That will reinforce the robust view of the
Indian economy. A much higher rate will be seen
as punitive and anti-growth. FlIs continued their
liking for India with USD1.2 bn net inflow in
November 2009 (USD15.3 bn YTD). The
domestic MFs remained net sellers as they are
seeing incremental money flows migrating to the
insurance industry in India. The domestic MFs net
sold USD230mn in equities in November 2009
(net sale of USD829 mn YTD). The domestic
insurance sector saw a net inflow of USD660 mn
into equities in November 2009 (USD6.1 bn YTD).

INDONESIA

The JCI gained 2% in November. The mining
sector was a strong outperformer in November,
driven by snowstorms and the closure of small
mines in China. Inflation for October showed that
consumer prices only rose by 0.19% MoM (+2.6%
YoY), compared with an average of 0.25% for the
first nine months of this year. Rates should stay
flat for a few quarters. Aggressive tightening in the
near-term is not likely. Headline 3Q09 GDP was
4.2% YoY, in line with expectations. On QoQ
seasonally adjusted terms, the expansion
translates into a strong 1.7% gain (7.1%
annualised) — marking the largest sequential gain
since 1Q09 and 2Q08. On the trade front, exports
were down 8.2% YoY — which is a big 8% QoQ
sa. Import growth also hastened from the previous
quarter at 5.7% QoQ sa (-18.3% YoY), echoing
perhaps the unexpected strength in investment.

We added more to the coal sector exposure given
our positive view on the price trend of coal prices
in the medium-term, we remain well weighted in
the coal sector. We continue to like credit-related
consumption plays. We remain overweight the

banking sector as loan growth is expected to
robust over the next years driven by low interest
rates and growing fee income. We continue to
favour the commodities sector through palm oil
and tin stocks. Palm oil prices have staged a
rebound to above IDR2400 in November. Soy
bean price (palm oil substitute) is at a five-month
high. The next soy bean harvest is in March 2010
and no new supply currently. Tin prices will
appreciate with the weakening USD along with
the recovery in demand for the metal. We like the
cement sector given the backdrop of falling
interest rates and benign competition among the
producers.

PHILIPPINES

The Philippines Stock Exchange Index rose 4.7%
during the month. Trading activity was dominated
by the locals who were speculating on event-
driven stories. Good earnings results,
improvement in macroeconomic indicators and
above loose monetary conditions helped sustain
the market's ninth monthly advance. OFW
remittances continued to defy expectations as
inflows rose 8.6% in September, bringing the
cumulative total to USD12 bn (+4% YoY) as of
end-September.

Remittances grew 8.6% YoY in September, faster
that the 2.8% in August. 9M09 remittances were
USD12.8 bn, up 4.2%. Remittances from the US
grew 10% YoY in September, the first positive
growth rate since February this year (+2%) while
flows from other regions increased 7.3% in
September. Inflation remains benign (at 1.6% YoY
in October) though there may be near-term
supply-side issues with rice (which accounts for
about 9% of the CPI basket). The central bank
kept policy rates unchanged at 4% and 6% for
borrowing and lending rates respectively.

THAILAND

The SET Index was up 0.6% in November in local
currency terms, underperforming regional peers.
According to the data released by the Office of the
National Economic and Social Development
Board, Thailand’s GDP dropped by 2.8% YoY in
3Q09, improving from a 4.9% contraction in 2Q09.
This was contributed by a 4.7% increase of
government expenditure (vs 5.9% increase in
2Q09). Although household consumption and
investment dropped by 1.3% and 6.3%,
respectively, these have improved from the
previous quarter. Exports improved while imports
were flat, which resulted in improved net exports
QoQ and were the main driver for 3Q09 GDP.

Thailand remains at a discount to the Asia’s
valuation. We continue to overweight the interest
rate-sensitive sectors like banks and properties,
as loans demand and property sales are expected
to improve and sustain at higher levels. We are
broadly positive on the cyclicals, while betting on
further recovery of final demand in the global
economy. We remain well weighted in coal given
the recent surge in coal prices. We maintain
exposure in the container shipping sector as the
worst has likely gone past in terms of rates and
volumes.
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Pacific Markets
JAPAN

The Topix declined 6.12% to 839.94 in November.
The market was hit by fears of weaker earnings at
exporters due to ongoing JPY appreciation on
expectations of persistent easy US monetary
policy. Major Japanese firms’ equity financing and
reminiscence of global financial turmoil after debt
problems at a Dubai Government-owned
company were also a concern. The market closed
the month on an upside note after a slow-down in
the sharp JPY appreciation and alleviated
concerns over the Dubai debt issue.

On the macro front, Japan’s current-account
surplus  widened in October as worldwide
government stimulus spending helped to ease
decline in exports. However, companies are
expected to keep a cautious approach on
employment. To support the recovery in the
economy, the Japanese government will unveil a
USD81 bn economic stimulus package. Japan’s
debt financing is not running into trouble yet as
there is strong domestic demand for the long-end
of the interest rate curve. On the policy front, the
Bank of Japan took effective quantitative easing
steps as it increased fund injections into the
money market after unveiling a JPY10 trin credit
program to spur demand.

In November, foreign investors continued net
buying for the second straight month (JPY13 bn in
the first three weeks of the month). Trust banks
turned net buyers for the first time in eight months
(JPY119 bn) and individuals for the first time in
two months (JPY47 bn). The number and value of
common share buyback programs improved.

There remains a scope for relative loosening of
monetary conditions in Japan versus in the US.
Moreover, the JPY strength versus USD has
reached a point where it is taking a larger toll on
the economy and therefore increasing the
likelihood of intervention from policymakers.

AUSTRALIA

Following a stumble in October, the Australian
equity market recovered its poise in November,
with the Australia All Ordinary gaining 1.5% in
local currency terms, though it did not regain the
October high. Stocks were buoyed by statements
from the G20 Finance Ministers and Federal
Reserve minutes that suggested pro-growth
policies would continue for longer, particularly in
the U.S.

We think the surprising quick turnaround in the
economy has a lot to do with the rebound in the
commodity market, which in turn is largely driven
by the stimulus package delivered so decisively
by the Chinese government. It is clear what has
dramatically changed throughout this crisis period
in the last twelve to eighteen months. The
massive collapse in the commodity market has
resulted in a virtual standstill in resource
investments in the country, plant closures and the
fear of massive retrenchments. However, the
recent reflation in most commodity prices has
reversed all that, and we are beginning to see firm
commitments to several large projects.
Additionally, many oil and gas projects continues
unabated due to the expected strong demand in
the future. In short, we think the fortunes of the
country will remain intimately tied to the
commodity market, both in up and down cycles.
Hence, China will be our key focus in assessing
the health of the Australian economy.

New Zealand

The SES50 index finished November at 3,125.52,
down 2.8% for the month, breaking the long
streak of positive monthly returns that began in
March.

Housing data released during the month by
REINZ confirmed house prices have continued to
recover from the lows hit in March, and indeed
reached an all time high in October, surpassing
the previous peak reached in November 2007.
The time taken to sell also improved in October,
with the national median at 31 days last month,
compared to 33 in September and 47 a year
earlier. The 6091 properties sold were down 6%
MoM, but up 36.3% YoY.

On the contrary, during the AGM season, while it
contained no major earnings  surprises,
management commentary was generally cautious
and suggested that the widely anticipated
economic recovery is not yet underway.

The next key economic news will be changes in
interest rate policy. The Reserve Bank has yet to
engage in interest rate hikes, but no longer has an
easing bias and the next move will likely be up.
We continue to believe that the current rate hike
cycle reflect more of a normalization of interest
rate that is unsustainably low, and hence not yet a
indication of strong recovery in end demand.
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Major World Market Performance
Monthly Summary — 30 November 2009

Return (excl. dividend) in local currency

1 Month 3 Months 1 Year
1.5% 5.2% 28.4%
1.7% 15.1% 80.1%
0.3% 10.6% 57.1%
7.0% 8.4% 93.8%
2.0% 3.2% 94.6%
-6.1% -13.0% 0.6%
-1.6% -2.3% 44.6%
1.3% 7.2% 45.4%
-2.8% 0.9% 15.3%
4.7% 5.6% 54.4%
3.1% 5.4% 57.7%
3.3% 11.1% 70.0%
0.6% 5.5% 71.5%
2.2% 7.6% 66.7%
-1.9% -2.4% 23.9%
-3.3% -6.4% 11.7%
1.3% 7.4% 61.8%
0.9% 6.9% 61.6%
6.5% 8.9% 17.2%
2.9% 5.7% 21.1%
-0.1% -0.5% 15.9%
2.9% 3.4% 19.6%

Return (excl. dividend) in USD
1 Month 3 Months 1 Year
2.8% 14.2% 80.5%
1.7% 15.1% 80.1%
0.3% 10.6% 57.1%
8.0% 13.8% 108.7%
3.1% 10.0% 147.5%
-1.3% -6.3% 11.2%
0.1% 5.0% 82.6%
1.9% 11.3% 55.3%
-3.8% 5.2% 50.5%
5.6% 9.1% 60.2%
4.1% 9.9% 71.9%
4.4% 13.6% 75.8%
1.1% 7.9% 83.2%
3.1% 11.2% 81.1%
0.7% 3.3% 40.2%
0.0% 0.3% 28.5%
1.9% 10.3% 73.9%
1.5% 9.9% 75.1%
6.5% 8.9% 17.2%
2.4% 6.5% 29.5%
1.8% 4.0% 33.5%
3.9% 5.8% 28.7%

YTD
28.9%
64.5%
51.7%
78.7%
78.2%

-2.2%
38.3%
43.6%
15.1%
62.6%
55.1%
65.1%
53.1%
57.3%
20.2%

9.3%

53.5%
52.7%
17.9%
17.1%
14.6%
18.6%

YTD
69.2%
64.5%
51.7%
87.2%

105.5%
2.9%
49.9%
46.5%
40.9%
63.7%
61.4%
68.4%
60.2%
62.9%
29.4%
19.7%
58.1%
57.6%
17.9%
33.6%
26.0%
24.9%
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Risk Disclaimer

The issuer of this document is Crédit Agricole Asset Management 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 Crédit Agricole Asset Management. Opinions and
estimates may be changed without notice. Crédit Agricole Asset Management
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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