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The performance of Asian equity markets was mixed in October.
China and Hong Kong markets performed much better than their
north Asian peers and India, to catch up with their relative
underperformance in 3Q09. 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 markets among regional peers to remain strong in the
coming few months, driven by accommodating monetary policy,
ongoing fiscal stimulus and upward corporate earnings revisions.
In market allocation, we overweight China and Indonesia. In
sector allocation, we favour industrial, properties and energy.

Hong Kong’s Hang Seng Index rose again by 3.8% in local currency
terms and closed at 21,752.87 on the last trading day of October. The
city’s retail sales climbed for the first time in eight months after
unemployment fell and tourist arrivals increased, implying the city’s
economic recovery.

The ASEAN markets varied in October, with equity indices recording
between -6.44% to +4.66% in USD terms with dividend re-invested.
Malaysia has released its budget for 2010 and the 1% reduction in
personal tax rate was a positive surprise but market sentiment was
dampened by the reintroduction of a 5% real property gains tax. The
absence of a corporate tax cut was another disappointment, as
Malaysia has been bringing down corporate tax rates by 1 percentage
point a year for three consecutive years. Singapore’s 3Q09 GDP
growth came in at 14.9% QoQ, lower than a 22.0% increase in 2Q09,
but generally beating street consensus. This also represents a growth
of 0.8% YoY, a first since 2Q08, after the financial crisis started. The
government has also revised up the full year GDP forecast for 2009 to
—2 to —2.5%, from a contraction of 4-6% previously.
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Asian Markets

HONG KONG

Hong Kong’s Hang Seng Index rose again by
3.8% in local currency terms and closed at
21,752.87 on the last trading day of October. The
city’s retail sales climbed 2.4% to HKD21.4 bn for
the first time in eight months after unemployment
fell and tourist arrivals increased, implying the
city's economic recovery. The seasonally
adjusted jobless rate for the three months ended
3Q09 was 5.3%, down from 5.4% in the June-
August period.

KOREA

The KOSPI closed the month of October at
1,581, down 5.5% for the month. In USD terms,
KOSPI returned -5.8 % in  October,
underperforming the MSCI Asia ex Japan,
making the Korean market the worst performer in
the region during the month. The KRW ended
October at 1182 to the USD, compared to 1178 in
September, as the central bank intervened to cap
the currency’s further appreciation. Autos and
technology sectors, which have been the worst
performers for most of this year, continue to see
selling pressure from domestic institutions while
constructions, domestic consumption names and
banks outperformed in October.

The lukewarm reaction by the market to the
strong set of 3Q09 corporate earnings results
reflected the cautious sentiment toward the
sustainability of global economic recovery
especially post “normalization” of monetary policy
and fiscal stimulus.

Despite recent profit-taking pressure, we remain
positive on the market on strong earnings growth
outlook for 2010 and attractive valuations relative
to the region.

SINGAPORE

The FSSTI fell slightly by 0.8% in local currency
terms in the month of October. The country’s
3Q09 GDP growth came in at 14.9% QoQ, lower
than a 22.0% increase in 2Q09, but generally
beating street consensus. This also represents a
growth of 0.8% YoY, a first since 2Q08, after the
financial crisis started. The government has also
revised up the full year GDP forecast for 2009 to
-2 to -2.5%, from a contraction of 4-6%
previously. Consumer price index fell 0.4% from a
year earlier but food and healthcare costs rose in
September, despite an overall decline in general
price levels. The prices of goods in most
segments fell, with the largest decline seen in the
housing index, which sank 2.5% due to lower
electricity, gas tariffs and cheaper liquefied
petroleum gas.

TAIWAN

The Taiex down 2.3% in local currency terms in
October. We are still positive on the market but
the pressure from profit taking is rising after the
strong performance, the index rose more than
60% in USD terms YTD. The positive contributors
include: Macro conditions continue to improve
and likely to sustain in next two quarters. The
leading indicators continue to trend up and
exports will continue to recover as US ISM, a
good leading indicator for Taiwan exports
continues to improve. Export orders continue to
recover and exceed actual shipment.

From the money supply side, Taiwan is full of
liquidity but quite significant portion keeps in
banking system as savings. There were around
TWD2.4 trln increased in bank deposits in 1H09,

from a year earlier, which was much higher than
TWD 0.4 trln increase from 1H07 versus 1H08.

MALAYSIA

In a roller-coaster month, the FBM KLCI surged
to a new intraday high for the year of 1,270 points
before closing at 1,243 points, 41 points or 3.4%
higher than the previous month closing in local
currency terms.

The country has released its budget for 2010 and
the 1% reduction in personal tax rate was a
positive surprise but market sentiment was
dampened by the reintroduction of a 5% real
property gains tax. The absence of a corporate
tax cut was another disappointment, as Malaysia
has been bringing down corporate tax rates by 1
percentage point a year for three consecutive
years.

ASIA EX-JAPAN BOND MARKETS

Asian USD bonds rallied again in the month of
October on tighter Asian corporate bond spreads.
Several issues came into the market, including
several higher yielding bonds such as Adaro and
Indika. Investors’ sentiment remains constructive,
based on Asian’s sound economic fundamentals.

We remain positive on Asian USD bonds for the
rest of 2009 as investors would still have to pick
up yield as money market rates are too low to
invest their money. We still prefer the investment
grade Asian USD bonds.
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CHINA

China equity market moved higher in October on
further optimism of global recovery and
acceleration of the Chinese economy. Global
leading economic indicators continued to show
steady improvement in the last two months while
corporate  earnings  revisions  convincingly
reversed the 18-month downward trend. We
remain convinced in our overweight strategy call
in China in the coming six months on the
country’s monetary and fiscal flexibilities to
stabilise the economic growth outlook in the
coming two years and do not expect any drastic
monetary tightening in the coming six months. We
continue to overweight major beneficiaries of
reflationary policy like building materials, capital
goods and banks. We added exposure to
healthcare and alternative energy stocks,
especially power equipment, which benefits from
the government’s initiative in promoting green
energy usage globally.

INDIA

The BSE Sensex declined by more than 7% in
October 2009 in local currency terms. The INR
gained by more than 2% against the USD during
the month. The MSCI India (USD) lost 4% and
underperformed the MSCI EM Index. Consumer
staples, healthcare and materials were relative
outperformers  while telecoms, energy and
financials underperformed. For the sixth
consecutive month, the midcap index did better
than the large cap blue chip index, indicating
increased activity by the retail investors. While the
RBI kept its policy rates at very benign levels, it
did show that the outlook for rates is getting
slightly tight by increasing SLR from 24% to 25%
and by raising risk weights in some asset classes.
Earnings upgrades continued. The street now
expects 9-10% earnings growth for FY10 and 20-
25% in FY11l. Foreign institutional investors
remained net buyers with USD1.9 bn net

purchase in equities (YTD USD14.1 bn net inflow).

Domestic institutions net sold USD1.1 bn in
October (YTD net outflow of USD616 mn). The
index of industrial production growth of 10%+ is
the highest growth rate seen since end 2007.

INDONESIA

The JCI fell by 4.0% in October in local currency
terms after seven straight months of rally. Large
caps underperformed the broader markets. Most
sectors fell in value this October.

President SBY was sworn in to his second-term of
office for the final five years. The new cabinet had
a mix of new and old faces, Sri Mulyani retained
the post of finance minister and former state
secretary Hatta Rajasa was appointed
coordinating minister for the economy. The
President announced the formation of a new
Presidential Delivery unit, aimed at resolving
cross ministry hurdles and bottlenecks in
developing strategic projects. The team will be
headed by Kuntoro Mangkusubroto, the well
respected former head of the Aceh
Reconstruction mission. Execution remains key
for this government.

S&P announced that it was raising Indonesia's
sovereign rating outlook from stable to positive. Bl
maintained the policy rate at 6.5% in October. CPI
inflation for the month of October stood at 2.53%
YoY, rising by 0.19% MoM. The core inflation rate
was 4.5% YoY in the month of October. The trade
balance for the month of September expanded to
USD1.27 bn, with exports falling 20% YoY and
imports declining 24.2% YoY.

PHILIPPINES

The Philippines Stock Exchange index rose 3.8%
in local currency terms during the month. Local
investors, who account for 60% of trading
volumes daily, drove the market.

Inflation rose to 0.7% in September, indicating
that inflation has bottomed out in August (+0.1%).
However, overall prices increase remained
subdued, as inflation of 0.2% MoM remained low.
The Bangko Sentral kept benchmark rates
unchanged with borrowing and lending rates at
4% and 6%, respectively. The Monetary Board
believes that the domestic real sector has begun
to show recovery. Benigno Aquino is now the
most favoured successor for the presidency,
based on the latest SWS survey. 60% of
respondents who were allowed to select up to 3
candidates chose Mr. Aquino. Manny Villar, who
previously held the top spot is now at 2nd place
with 37%. Joseph Estrada came in third with 18%.

THAILAND

The SET fell 4.44% in October, ending a six-
month rising streak to close below the 700 level at
685.24. The index’s decline was largely in line
with regional and emerging markets’ indices
which eased on rising concerns about policy
tightening and sustainability of global demand
recovery. Locally, a court injunction against
industrial activity in the Map Ta Phut area
heightened concerns over the broader effect on
FDI flows.

Thailand remains at a discount to the Asia’s
valuation. We continue to overweight the interest-
rate-sensitive sectors like the banks and
properties as loans demand and property sales
are expected to improve and sustain at higher
levels. We are broadly positive on cyclicals, while
betting on further recovery of final demand in the
global economy. We remain weighted in coal,
steel and refining sectors and 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 1.7% to 894.67 in October in
local currency terms amid thin trade as investors
sat on the sidelines ahead of corporate earnings
announcement in Japan and overseas. Markets
were mainly affected by economic outlooks in US
and other overseas markets, the currency and the
outcome of domestic policies.

Foreign investors came back to net buying for the
first time in two months (JPY698 bn in the first
three weeks of the month). In contrast, trust banks
remained net sellers for a seventh straight month
(JPY238 bn) and individuals for the first time in
two months (JPY165 bn). The number and value
of common share buyback programs remained
weak but there are signs of recovery.

On the equity side, there remains scope for
relative loosening of monetary conditions in Japan
versus in the US, but also in other countries such
as South Korea. The Bank of Korea was still
intervening heavily to keep the KWR down versus
a depreciating USD when the Bank of Japan
chose to move towards the “exit” from easing in
July. It seems probable that there are no further
steps towards monetary tightening in Japan at
least in 2010.

AUSTRALIA

The Australia All Ordinary index fell 1.9% in local
currency terms in October and closed at 4,646.90
on the last trading day.

The Reserve Bank became the first developed
economy central bank to raise rates since the
financial crisis, taking the cash rate target up by
0.25% to 3.25%. The move had generally been
expected to come later and led to further upward
revision of short rate expectations. Labour market
data added to this trend, showing a surprise rise
in employment in September. The resilience of
the Australian economy and the impact of strong
policy stimulus were confirmed by a 0.6% rise in
2Q09 GDP.

We think many factors have contributed to the
less severe downturn experienced so far. These
include 1) the strong commodity rebound due to
the demand strength from China in 1H09, 2) little
overcapacity going into this global financial crisis,
3) capacity for government stimulus due to fiscal
surpluses from the commodity boom, and 4)
ability of many listed companies to raise capital to
repair their balance sheet.

The recent rate increase from the RBA seems to
be taken positively by the market as another
signal for recovery. Our view is that we should
view this rate increase as more a normalization of
interest rate from unsustainably low levels, rather
than an indication of strong economic recovery.
Our view in relation to the global recovery hopes
is that any recovery in the developed world will
very likely be weak, hence putting a cap to the
strength and vigour of the global recovery despite
the apparent strength of the China’s economic
recovery. Hence, the road to recovery will likely to
be a long one, possibly with periodic setbacks. In
terms of portfolio positioning, we have started to
increase our exposure to domestic cyclical given
that valuations are low, and with increasing signs
that Australia might not experience the deep
recession that many once feared.

New Zealand

The New Zealand SE50 index finished October at
3,215.62, up 1.7% for the month, continuing an
unbroken winning streak since March. However,
the rally in October was more narrow than in
September, with only 7 (of 12) sectors posting
gains.

The key economic news released during the
month was stronger than expected CPI.
Economists had expected CPI of 0.8%, while it
actually came in at 1.7%. Swap markets are now
pricing in an assumption that the RBNZ will hike
the OCR to 4.5% by the end of 2010. Economists
are more cautious, but expect the RBNZ to hike
the OCR as early as January 2010.

The recent rate increase from the RBA seems to
be taken positively by the market as another
signal for recovery. Our view is that we should
view this rate increase as more a normalization of
interest rate from unsustainably low levels, rather
than an indication of strong economic recovery.
Similarly, rate increases from RBNZ should be
viewed as normalization, as any prolonged period
of extreme low rates are not desirable. Hence,
while we recognized that there are embryonic
signs of a global and domestic recovery with
leading indicators pointing to  sequential
improvements, a strong recovery may be some
time away. We remain positioned for a medium-
term recovery. Given our view of a long and weak
recovery of the developed economies, the
preference here is first to increase exposure to
quality domestic cyclicals. The other favoured
sectors would include the energy space as well as
selected financials.
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Major World Market Performance
Monthly Summary — 31 October 2009

Return (excl. dividend) in local currency

Country Index Current index in LC 1 Month 3 Months 1 Year YTD
Australia Australia All Ordinary 4646.90 -1.9% 9.4% 16.7% 27.0%
China Hang Seng China Enterprises 12769.36 7.7% 5.3% 93.1% 61.8%
Hong Kong Hang Seng Index 21752.87 3.8% 5.7% 55.7% 51.2%
India India National 8333.18 -6.7% 1.9% 68.2% 67.1%
Indonesia Jakarta Composite 2367.70 -4.0% 1.9% 88.4% 74.7%
Japan Tokyo SE Topix 894.67 -1.7% -5.8% 3.2% 4.1%
Korea Korea Composite 1580.69 -5.5% 1.5% 42.0% 40.6%
Malaysia KLSE Composite 1243.23 3.4% 5.8% 44.0% 41.8%
New Zealand New Zealand SE 50 3215.62 1.7% 6.6% 14.0% 18.4%
Philippines Philippine SE Composite 2908.50 3.8% 3.9% 49.1% 55.3%
Singapore FTSE Singapore Straits Times 2651.13 -0.8% -0.3% 47.8% 50.5%
Taiwan Taiwan Weighted 7340.08 -2.3% 3.7% 50.7% 59.9%
Thailand Bangkok SET 685.24 -4.4% 9.8% 64.5% 52.3%
Asia MSCI EMF Asia ex Japan Free 573.82 -1.1% 2.9% 57.1% 53.8%
Asia/Pacific MSCI AC Pacific Free 93.44 -1.0% -0.4% 21.0% 22.5%
Asia/Pacific MSCI Pacific 608.69 -1.4% -1.8% 10.2% 13.0%
Asia MSCI AC FE Free ex Japan 487.25 0.0% 2.5% 56.0% 51.6%
Asia MSCI AC FE Free ex Japan ex Taiwan 543.25 0.7% 2.3% 59.2% 51.3%
USA Dow Jones Industrial 9712.73 0.0% 5.9% 4.2% 10.7%
UK FTSE 100 5044.55 -1.7% 9.5% 15.2% 13.8%
World MSCI EAFE 744.73 -2.3% 3.7% 10.2% 14.7%
World MSCI World 781.15 -2.3% 4.0% 8.9% 15.2%

Exchange Rate Return (excl. dividend) in USD
Countr Inde
untry X 1USDto LC 1 Month 3Months | 1 Year YTD
Australia Australia All Ordinary 1.1067 0.4% 18.9% 59.8% 64.6%
China Hang Seng China Enterprises 7.7503 7.7% 5.3% 93.2% 61.8%
Hong Kong Hang Seng Index 7.7503 3.8% 57% |  55.7% 51.2%
India India National 46.965 4.4% 41% | 77.1% 73.3%
Indonesia Jakarta Composite 9,550 2.9% 5.9% 115.0% 99.4%
Japan Tokyo SE Topix 90.52 2.7% 1.0% | 12.1% 4.3%
Korea Korea Composite 1182.3 -5.8% 54% |  55.1% 49.8%
Malaysia KLSE Composite 3.4125 4.9% 9.2% 49.8% 43.8%
New Zealand New Zealand SE 50 1.3833 1.7% 17.1% 41.8% 46.5%
Philippines Philippine SE Composite 47.615 3.3% 5.0% 53.2% 55.1%
Singapore FTSE Singapore Straits Times 1.3986 0.1% 2.9% 56.9% 55.1%
Taiwan Taiwan Weighted 32.523 -3.4% 4.6% 52.8% 61.3%
Thailand Bangkok SET 33.425 -4.5% 11.8% 72.6% 58.5%
Asia MSCI EMF Asia ex Japan Free -1.0% 4.7% 63.2% 58.1%
Asia/Pacific MSCI AC Pacific Free 1.2% 4.0% 34.2% 28.4%
Asia/Pacific MSCI Pacific -1.4% 3.8% 25.2% 19.6%
Asia MSCI AC FE Free ex Japan 01% 4.1% 61.0% 55.1%
Asia MSCI AC FE Free ex Japan ex Taiwan 0.8% 4.1% 64.9% 55.29%
USA Dow Jones Industrial 1.0000 0.0% 5.9% 4.2% 10.7%
UK FTSE 100 1.6483 1.3% 8.8% 17.6% 30.4%
World MSCI EAFE -1.3% 7.5% 23.7% 23.9%
World MSCI World -1.8% 5.9% 15.6% 20.2%
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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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