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EQUITIES - JAPAN 1Mth | 3 Mth m

MSCI Japan -11.8 -21.9 -32.6 -37.2
Nikkei 225 -14.9 -23.6 -34.1 -38.5
Topix -10.9 -20.7 -30.9 -35.8
Jasdaq -6.4 -12.5 -28.5 -33.3

Returns in Singapore dollars. Source : Bloomberg

In October, the TOPIX plunged to a low of 721 points before ending the month at 867 points
(down 20% for the month). The slide was fueled by the release of weak US and Japan
economic indicators, and also evidence that the credit crunch has now spread to the
non-finance sector as well as the emerging economies. Carry trade unwinding caused a sharp
spike in the Yen, which in turn triggered a major sell-off of Japanese stocks, particularly the
exporters. Announcements from Japanese companies of 1H profit declines and full-FY08 earnings
downgrades further dampened sentiment. Expectations that the Bank of Japan was considering a
rate cut led to a temporary rebound in stock prices.

The best performers during the month were Electric Power & Gas, Air Transportation, Land
Transportation, Construction, and Retail Trade. Among the worst performers included Marine
Transportation, Mining, Nonferrous Metals, Banks, and Precision Instruments.
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OUTLOOK AND STRATEGY

EQUITIES

Financials

Consumer

IT Hardware

Industrials

Pharmaceuticals

Materials

Neutral

Neutral

Neutral

Overweight

Negative

Change | Comment

Prefer insurance companies. Turned less positive
on mega and regional banks, on expectations of
rising credit costs.

Consumption indicators still weak.
Prefer consumer staples.

Benefits from weakening Yen.

Like companies with exposure to the emerging
economies, and relatively more defensive on
domestic names in services and transportation.

Like cash-rich companies with strong drug pipeline.
Looking for investment opportunities in the medical
equipment space where visibility is better.

Concerns about the impact of high energy and
commodity prices on margins

Global growth is decelerating rapidly, and equity markets are likely to remain volatile. The
strengthening Yen, along with weakening demand, are likely to cause further downgrades
of corporate profits for Japanese companies. Thus, while the Japanese market seems more
attractively valued (TOPIX trading at just 1x price-to-book value), we expect upside to be capped.
We would maintain our defensive stance, preferring undervalued stocks with the potential to
withstand negative macroeconomic pressure.

We are overweight on Pharmaceuticals, Consumer Staples, and Info-Communications, and are
neutral on Consumer Discretionary, Industrials, Banks, Real-Estate, Utilities and Technology.

We are underweight on Materials.
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Contact Details

Address 80 Raffles Place UOB Plaza 2 Level 3 Singapore 048624
24-hour Hotline 1800 222 2228 (Local) « (65) 6222 2228 (International)

Fax (65) 6534 3909
Email uobam@uobgroup.com
Website uobam.com.sg
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Important Notice & Disclaimers

This publication shall not be copied, or relied upon by any person for whatever purpose. The
information herein is given on a general basis without obligation and is strictly for information only.
This publication is not an offer, solicitation, recommendation or advice to buy or sell any investment
product, including any collective investment schemes or shares of companies mentioned within.
Although every reasonable care has been taken to ensure the accuracy and objectivity of the
information contained in this publication, UOB Asset Management Ltd and its employees cannot be
held liable for any errors, inaccuracies and/or omissions, howsoever caused, or for any decision or
action taken based on views expressed or information in this publication. The information contained
in this publication, including any data, projections and underlying assumptions are based upon
certain assumptions, management forecasts and analysis of information available as at the date of
this document and reflects prevailing conditions and our views as of the date of the document, all of
which are accordingly subject to change at any time without notice. UOB Asset Management does
not warrant the accuracy, adequacy, timeliness or completeness of the information herein for any
particular purpose, and expressly disclaims liability for any errors, inaccuracies or omissions. Any
opinions, projections and other forward-looking statements regarding future events or performance
of, including but not limited to, countries, markets or companies are not necessarily indicative of,
and may differ from actual events or results. Nothing in this publication constitutes accounting,
legal, regulatory, tax or other advice. The information herein has no regard to the specific objectives,
financial situation and particular needs of any specific person. You may wish to seek advice from
a professional or an independent financial adviser about the issues discussed herein or
before investing in any investment or insurance product. Should you choose not to seek
such advice, you should consider whether the investment or insurance product in question
is suitable for you.

UOB Asset Management Ltd Co. Reg. No. 1986001202
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