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(A)  Fund Performance 
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Ann 
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Ann 

Comp 
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United SGD Fund   1.91 5.87 11.58 4.62 3.44 2.94 3.03

Benchmark 0.09 0.18 0.37 1.38 1.83 1.57 1.73

Source: Lipper, a Thomson Reuters Company

Note:	The performance returns of the Fund are in Singapore dollars based on a NAV-to-NAV basis with net dividends reinvested.
	 The benchmark of the Fund: 6-month SIBID rate.

For the year ended 31 December 2009, the Fund returned 11.6% on a net asset value basis, 
outperforming its benchmark 6-month Singapore Interbank Bid Rate (SIBID) return of 0.4%.  

During the year, the Fund adopted three broad strategies: (1) switched out of government bills to buy 
into defensive credits issued at higher yields; (2) bought cheaper foreign currency denominated bonds 
of the same credit relative to their SGD denominated bonds (foreign currency risk was fully hedged); 
and (3) invested in convertible bonds of Singapore companies that offered significantly higher yield 
than their “plain vanilla” bonds.  The Fund outperformed the benchmark without compromising the 
overall credit quality of the portfolio. 

As at 31 December 2009, 94% of the Fund was invested in corporate bonds, 2% in government bills 
and the balance in cash & others.  The Fund had a yield to maturity of 4.17% and effective duration of 
1.48 years with a weighted average rating of BBB (investment grade).

Market Review 

2009 will certainly go down in history as the year that the world “got back on its feet” after a carnage.  
The global market started the year with heightened fears of systemic risk following the bankruptcy of 
Lehman Brothers Holdings Inc in September 2008.  Coupled with sharply deteriorated global economic 
indicators, credit spreads widened significantly globally and Asia was not spared. Credit valuations 
across markets were also distorted under indiscriminate selling pressure.   

Sentiment took a turn for the better after Ben Bernanke, chairman of the Federal Reserve Board was 
quoted in mid-March that he detected “green shoots” of economic recovery.  Since then, the recovery 
has taken root with global economic data recovering from its worst point, coupled with an improvement 
in corporate earnings outlook. By the end of the year, credit spreads tightened substantially as managers 
started to deploy capital back into asset markets. 

At home, the Singapore economy turned around by 3Q09 registering 0.9% year-on-year (yoy) GDP 
growth compared to -9.4% & -3.2% in 1Q09 & 2Q09 respectively.  4Q09 GDP advance estimates was 
3.5% y-o-y, taking the full year contraction to 2.1%.  This was stronger than the government’s earlier 
estimates at -2% to -5%.  We expect Singapore 2010 GDP growth to accelerate to 6.5% (versus 5.5% 
market consensus), driven by a sharp recovery in external demand as well as the continued resilience 
of domestic demand. The government expects 2010 GDP to grow at 3-5%.
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Consumer Price Index (CPI) fell 0.15% yoy in November from -0.82% yoy in October – the eighth 
declining month since April 2009.  However on a seasonally adjusted basis, CPI rose 0.49% month-on-
month (m-o-m) in November from 0.32% m-o-m in October – the strongest rise since June 2009.  We 
expect CPI inflation to rebound to 2-3% in 2010 amidst stronger economic growth, rising commodities 
prices and increasing asset prices.  Given the brighter economic outlook, coupled with rising inflationary 
pressures, we expect the Singapore dollar to appreciate against the US dollar towards the 1.35 level. 

Market Outlook & Strategy

The prospects for 2010 are mixed for the US.  While the economy appears to be gradually recovering, 
expectations for employment and consumer spending, the main engine of corporate profits, are 
lackluster.  During the last meeting in December 2009, the Fed reiterated its stance to keep Fed rate at 
0-0.25% for an “extended period” until recovery is in sight – the same policy stance it has kept since 
March 2009.  

Nevertheless, we remain vigilant, taking into account the US Federal Reserve’s view that “although 
members generally saw little risk that maintaining very low short-term interest rates could raise inflation 
expectations or create instability in asset markets, they noted that it was important to remain alert to 
these risks.”  Hence, we endeavor to manage portfolio duration cautiously and may switch to shorter 
dated bonds (1-2 years maturity) given upside risk to inflation amidst a recovering global economy.  
While business sentiment may have stablised, credit fundamentals will take time to achieve full recovery.  
As such, we continue to favour the large corporates with good liquidity, low leverage and which have 
good performance track record.
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B)	� Investments at fair value and as a percentage of NAV as at 31 December 2009 under review 
classified by 

			   Fair Value	 % of NAV
			   (S$)	

i)	 Country 	

		  Hong Kong	 15,036,995	 9.92 
		  India 	 4,430,408	 2.92 
		  Malaysia	 21,190,009	 13.97 
		  Singapore	 72,224,754	 47.64 
		  South Korea	 33,288,310	 21.97

		  Portfolio of investments	 146,170,476	 96.42 
		  Other net assets	 5,437,022	 3.58

		  Total	 151,607,498	 100.00 

	
ii)	 Industry	

		  Consumer Staples	 1,966,050	 1.30 
		  Energy	 2,388,139	 1.58 
		  Financials	 106,064,978	 69.95 
		  Government	 2,496,490	 1.65 
		  Industrials	 2,858,785	 1.89 
		  Property Trust	 21,803,222	 14.38 
		  Sovereign Guaranteed	 1,225,484	 0.81 
		  Telecom Services	 7,367,328	 4.86

		  Portfolio of investments	 146,170,476	 96.42 
		  Other net assets	 5,437,022	 3.58

		  Total	 151,607,498	 100.00 

iii)	 Asset Class

		  Fixed Income	 146,170,476	 96.42
		  Other net assets	 5,437,022	 3.58

		  Total 	 151,607,498	 100.00

	 iv)	 Credit rating of debt securities by S&P

		  AAA	 2,496,490	 1.65
		  A	 24,914,003	 16.43
		  BBB	  65,066,917 	 42.92
		  NA	 53,693,066 	 35.42

			   146,170,476 	 96.42
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B)	� Investments at fair value and as a percentage of NAV as at 31 December 2009 under review 
classified by (continued)

	 v)	 Credit rating of debt securities by Moody’s
			   Fair Value	 % of NAV
			   (S$)	

		  Aaa	 2,496,490 	 1.65
		  Aa	 8,089,237 	 5.34
		  A	 59,334,479 	 39.13
		  Baa	 23,980,971 	 15.82
		  NA	 52,269,299 	 34.48

			   146,170,476 	 96.42

C)	 Top Ten Holdings 

	 The top 10 holdings as at 31 December 2009 and 31 December  2008
	
	 10 largest holdings at 31 December 2009 
				    Percentage of 
				    total net assets 
				    attributable to 
			   Fair Value	 unitholders
			   (S$)	 %
					   
	 PCCW-HKT CAPITAL 7.75% DUE 15/11/2011	  7,367,328 	 4.86
	 HONG LEONG BANK FRN DUE 03/08/2015	  7,174,274 	 4.73
	 MALAYAN BANKING FRN DUE 25/04/2017	  7,020,283 	 4.63
	 PUBLIC BANK BERH 5% DUE 20/06/2017	  6,995,452 	 4.61
	 KOREA EXCH BANK FRN DUE 10/06/2015	  6,987,489 	 4.61
	 BANK EAST ASIA FRN DUE 29/03/2049	  6,277,540 	 4.14
	 SUNTEC REIT 3.25% DUE 20/03/2013	  6,216,695 	 4.10
	 CCT 2% DUE 06/05/2013	  6,195,982 	 4.09
	 CAPITAMALL TRUST 1% DUE 02/07/2013	  6,055,748 	 3.99
	 KEPPEL LAND LTD 2.5% DUE 23/06/2013	  5,981,388 	 3.94



United Choice Portfolios II - United SGD Fund
(Constituted under a Trust Deed in the Republic of Singapore)

6

C)	 Top Ten Holdings (continued)

	 10 largest holdings at 31 December 2008
			   	 Percentage of 
				    total net assets 
				    attributable to 
	 		  Fair Value	 unitholders 
			   (S$)	 % 

	 SINGAPORE TRSRY BILLS  DUE 02/04/2009	 27,960,800	 28.79
	 SINGAPORE TRSRY BILLS  DUE 26/03/2009	 16,977,390	 17.48
	 CAPITACOMMERCIALTRUST 3.15% DUE 24/01/2011	 3,575,233	 3.68
	 CITY DEVELOPMENTS  LTD 2.30% DUE 20/02/2009	 3,021,918	 3.11
	 SUNTEC REIT 3.25% DUE  20/03/2013	 2,588,483	 2.67
	 YONGNAM ENGINEER & CO FRN 26/12/2012	 2,257,288	 2.32
	 SWIBER HOLDINGS FRN 24/08/2010	 2,252,998	 2.32
	 MAPLETREELOG TREASURY 3.81% 19/10/2009	 2,024,700	 2.09
	 HYUNDAI CAPITAL SVS INC 3.57% DUE 27/11/2009	 2,016,205	 2.08
	 CITY DEVELOPMENTS  LTD 3.19% DUE 10/06/2010	 2,002,621	 2.06

D)	 Exposure to derivatives	

i)	 fair value of derivative contracts and as a percentage of NAV as at 31 December 2009

		  Contract or	
		  underlying	 Positive		  Negative
		  principal	 fair		  fair
		  amount	 value	 % of NAV	 value	 % of NAV
		  $	 $		  $	
	
	 Forward foreign 
	    exchange contracts	  96,497,234 	  2,515,685 	  1.66 	  (136,798)	 (0.09)

ii)	 There was a net loss of SGD 331,968 on derivative contracts realised during the financial year ended 
31 December 2009.

iii)	 There was a net gain of  SGD 2,378,887 on outstanding derivative contracts marked to market as 
at 31 December 2009.

E)	 Amount and percentage of net asset value (NAV) invested in other schemes as at  
31 December 2009

	 		  Fair Value
			   (S$)	 % of NAV 

	 ASCENDAS REAL ES 4.75% DUE 29/04/2011	  3,334,797 	 2.20
	 CAPITAMALL TRUST 1% DUE 02/07/2013	  6,055,748 	 3.99
	 CCT 2% DUE 06/05/2013	  6,195,982 	 4.09
	 SUNTEC REIT 3.25% DUE 20/03/2013	  6,216,695 	 4.10
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F)	 Amount and percentage of borrowings to net asset value (NAV) as at 31 December 2009

	 N/A	
	
G)	 Amount of redemptions and subscriptions for the financial year ended 31 December 2009

	 Total amount of redemptions	 SGD	 165,420,777
	 Total amount of subscriptions	 SGD	 206,993,434

H)	 The amount and terms of related-party transactions for the financial year ended 
31 December 2009

i)	 As at 31 December 2009 the Fund maintained current accounts with the United Overseas 
Bank Limited as follows :

		  Bank balances	 SGD	  13,163 

ii)	 Purchase/holdings of UOBAM unit trusts by UOB or its affiliated companies as at 31 December 2009
	
	 Holdings of United SGD Fund as at 31 December 2009 were as follows:-

	 Affiliated Companies	 No. of Units	 Unit Price	 Market Value	 	 	 	
			   SGD	 SGD			   	

a)	 United Overseas Insurance -	
	 Shareholders’ Fund	 1,000,000.00	 1.388	 1,388,000.00	

b)	 United Overseas Insurance - 	
	 Singapore Insurance Fund	 2,000,000.00	 1.388	 2,776,000.00	

c) 	 Union Singapore Insurance Fund	 1,651,822.88	 1.388	 2,292,730.16	

d)	 Union Overseas Insurance Fund	 1,934,305.31	 1.388	 2,684,815.77

iii)	 Investment in Initial Public Offerings managed by UOB Group.
 
	 N/A
 
iv)	 As at 31 December 2009 there was no brokerage income earned by UOB Kay Hian  Pte Ltd.
 

I)	 Expense ratios
 

	 31 December 2009		  0.46%
	 31 December 2008		  0.42%
 
 	 Note :	The expense ratio  is computed in accordance with the IMAS guidelines on disclosure of expense ratios dated 25 May 2005. 

Brokerage and other transaction costs, interest expense, foreign exchange gains/losses, tax deducted at source or arising 
on income received and dividends paid to unitholders are not included in the expense ratio. The Fund does not pay any 
performance fees. 
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J)	 Turnover ratios
 

	 31 December 2009		  111.61%
	 31 December 2008		  43.11%
 
	 Note :	The turnover ratio is calculated in accordance with the formula stated in the “Code on Collective Investment Schemes”.

 
K)	 Any material information that will adversely impact the valuation of the scheme such as 

contingent liabilities of open contracts 
 

	 N/A	

L)	 For schemes which invest more than 30% of their deposited property in another scheme, 
the following key information on the second-mentioned scheme (“the underlying scheme”)1 

should be disclosed as well 
 
i)	 top 10 holdings at fair value and as percentage of NAV as at 31 December 2009 and  

31 December 2008 

	 N/A

ii)	 expense ratios for the financial year ended  31 December 2009  and  31 December 2008. A 
footnote should state (where applicable) that the expense ratio does not include brokerage 
and other transaction costs, performance fee, foreign exchange gains/losses, front or back 
end loads arising from or arising out of income received. 

	 N/A

iii)	 turnover ratios for the financial year ended  31 December 2009 and 31 December 2008
	
	 N/A

M)	 Soft dollar commissions/arrangements

There were no  soft dollar arrangements, rebates, commissions or other monetary incentives received 
by UOB Asset Management Ltd.

1 	 where the underlying scheme is managed by a foreign manager which belongs to the same group of companies as, or has a 
formal arrangement or investment agreement with, the Singapore manager, the above information should be disclosed on the 
underlying  scheme. In other cases, such information on the underlying scheme should be disclosed only if it is readily available to 
the Singapore manager.
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REPORT OF THE TRUSTEE

The Trustee is under a duty to take into custody and hold the assets of the United SGD Fund (the 
“Fund”) in trust for the unitholders. In accordance with the Securities and Futures Act (Cap. 289), its 
subsidiary legislation and the Code on Collective Investment Schemes (collectively referred to as the 
“laws and regulations”), the Trustee shall monitor the activities of the Manager for compliance with 
the limitations imposed on the investment and borrowing powers as set out in the Trust Deed in each 
annual accounting year and report thereon to unitholders in an annual report which shall contain the 
matters prescribed by the laws and regulations as well as the recommendations of the Statement of 
Recommended Accounting Practice 7 “Reporting Framework for Unit Trusts” issued by the Institute of 
Certified Public Accountants of Singapore and the Trust Deed. 

To the best knowledge of the Trustee, the Manager has, in all material respects, managed the Fund 
during the financial year covered by these financial statements, set out in pages 12 to 34, comprising the 
Statement of Total Return, Balance Sheet, Portfolio Statement and Notes to the Financial Statements, 
in accordance with the limitations imposed on the investment and borrowing powers set out in the Trust 
Deed, laws and regulations and otherwise in accordance with the provisions of the Trust Deed.

As of 01 November 2009, the Trustee of the Fund has changed from Citicorp Trustee (Singapore) 
Limited to BNP Paribas Trust Services Singapore Limited.

For and on behalf of the Trustee
BNP Paribas Trust Services Singapore Limited  

Authorised signatory

22 March 2010
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STATEMENT BY THE MANAGER

In the opinion of the directors of UOB Asset Management Ltd, the accompanying financial statements 
set out on pages 12 to 34, comprising the Statement of Total Return, Balance Sheet, Portfolio 
Statement and Notes to the Financial Statements are drawn up so as to present fairly, in all material 
respects, the financial position of the Fund as at 31 December 2009, the total return for the year then 
ended in accordance with the recommendations of Statement of Recommended Accounting Practice 
7 “Reporting Framework for Unit Trusts” issued by the Institute of Certified Public Accountants of 
Singapore and the provision of the Trust Deed.  At the date of this statement, there are reasonable 
grounds to believe that the Fund will be able to meet its financial obligations as and when they 
materialise.

For and on behalf of the Manager
UOB ASSET MANAGEMENT LTD

TERENCE ONG
Authorised signatory

22 March 2010
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INDEPENDENT AUDITOR’S REPORT TO THE UNITHOLDERS OF
UNITED CHOICE PORTFOLIOS II - UNITED SGD FUND
(Constituted under a Trust Deed in the Republic of Singapore)

We have audited the financial statements of United SGD Fund (the “Fund”) set out on pages 12 to 34, 
which comprise the Balance Sheet and Portfolio Statement as at 31 December 2009, the Statement 
of Total Return for the year then ended, and a summary of significant accounting policies and other 
explanatory notes.

Manager’s Responsibility for the Financial Statements

The  Manager is responsible for the preparation and fair presentation of these financial statements 
in accordance with the recommendations of Statement of Recommended Accounting Practice 
7 “Reporting Framework for Unit Trusts” issued by the Institute of Certified Public Accountants of 
Singapore. This responsibility includes: designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; 
and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Singapore Standards on Auditing. Those standards require that 
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance 
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal controls. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by the Manager, as 
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of 
the Fund as at 31 December 2009 and the total return for the year then ended in accordance with the 
recommendations of Statement of Recommended Accounting Practice 7 “Reporting Framework for 
Unit Trusts” issued by the Institute of Certified Public Accountants of Singapore.

PricewaterhouseCoopers LLP
Public Accountants and Certified Public Accountants

Singapore, 22 March 2010
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STATEMENT OF TOTAL RETURN
For the financial year ended 31 December 2009

		  	 2009	 2008
		  Notes	 $	 $
Income 
Interest		   2,092	 58,362

Less: Expenses			 
Management fee	 12	  359,396 	  135,216 
Administration fee	 12	  10,751 	  10,731 
Audit fee	 12	  9,681 	  6,446 
Registrar fee		   57,780 	  19,644 
Custody fee		   29,616 	  13,042 
Interest expenses		   - 	  185 
Other expenses		   76,665 	  41,342

			    543,889 	  226,606 

	
Net loss		   (541,797)	 (168,244)

Net gains/(losses) on value of investments	
Net realised gain on investments 		  5,094,572	 857,041
Net change in fair value of investments 		  6,178,402	  (1,541,029)
Net foreign exchange gain		   152,419 	  -   
Net realised loss on financial derivatives		   (331,968)	  - 
Net change in fair value of financial derivatives		   2,378,887 	  -   

Net gain/(loss) on value of investments		  13,472,312 	  (683,988)

	
Total return/(deficit) for the year		   12,930,515 	  (852,232)

The accompanying notes form an integral part of these financial statements.
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BALANCE SHEET
As at 31 December 2009

		  	 2009	 2008
		  Notes	 $	 $
ASSETS 

Portfolio of investments		  146,170,476 	  89,616,841 
Receivables	 4	 3,274,726 	  806,611 
Financial derivatives at fair value	 10	 2,515,685 	  -   
Fixed deposits with financial institutions	 5	  -   	  35,331,326 
Cash and bank balances	 6	 1,707,558 	  1,305,988 

Total Assets		  153,668,445 	 127,060,766 

			 
LIABILITIES
			 
Payables	 7	 1,924,149 	  503,480 
Purchases awaiting settlement		   -   	  29,452,960 
Financial derivatives at fair value	 10	  136,798 	  -   
Net assets attributable to unitholders	 8	 151,607,498 	  97,104,326 

Total Liabilities		  153,668,445 	 127,060,766 

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 31 December 2009

				    Percentage of
				    total net assets
		  Nominal		  attributable to
		  holdings at	 Fair value at	 unitholders at
		  31 December	 31 December 	 31 December 
		  2009	 2009	 2009
		   	 $	 %
By Geography - Primary
Quoted Bonds

HONG KONG	
BANK EAST ASIA FRN DUE 22/06/2017	  1,100,000 	  1,392,127 	 0.92
BANK EAST ASIA FRN DUE 29/03/2049	  3,000,000 	  6,277,540 	 4.14
PCCW-HKT CAPITAL 7.75% DUE 15/11/2011	  4,834,000 	  7,367,328 	 4.86

TOTAL HONG KONG		  15,036,995	 9.92

INDIA
ICICI BANK LTD 5.75% DUE 12/01/2012	  3,000,000 	  4,430,408 	 2.92

MALAYSIA
HONG LEONG BANK FRN DUE 03/08/2015	  5,000,000 	  7,174,274 	 4.73
MALAYAN BANKING FRN DUE 25/04/2017	  5,000,000 	  7,020,283 	 4.63
PUBLIC BANK BERH 5% DUE 20/06/2017	  4,975,000 	  6,995,452 	 4.61

TOTAL MALAYSIA		  21,190,009	 13.97

SINGAPORE
ASCENDAS INDIA 5.255% DUE 09/11/2012	  4,750,000 	  4,836,197 	 3.19
ASCENDAS REAL ES 4.75% DUE 29/04/2011	  3,250,000 	  3,334,797 	 2.20
ASCOTT CAPITAL 4.38% DUE 14/08/2012	  5,000,000 	  5,133,275 	 3.39
ASL MARINE HLDGS FRN DUE 05/06/2010	  1,000,000 	  998,208 	 0.66
CAPITAMALL TRUST 1% DUE 02/07/2013	  6,000,000 	  6,055,748 	 3.99
CCT 2% DUE 06/05/2013	  6,000,000 	  6,195,982 	 4.09
CITY DEVELOPMENT 4.85% DUE 16/04/2012	  1,500,000 	  1,582,336 	 1.04
DBS BANK LTS/SP FRN DUE 16/05/2017	  2,000,000 	  2,678,569 	 1.77
DBS CAP FUND COR FRN DUE 29/03/2049	  3,000,000 	  4,397,133 	 2.90
FCT MTN PTE LTD 4.8% DUE 18/06/2012	  3,500,000 	  3,583,509 	 2.36
ICICI BANK LTD/S 5.875% DUE 20/10/2011	  3,000,000 	  4,362,452 	 2.88
KEPPEL LAND LTD 2.5% DUE 23/06/2013	  6,000,000 	  5,981,388 	 3.94
MIDPOINT PROP 3.75% DUE 04/07/2011	  2,500,000 	  2,581,149 	 1.70
OLAM INTL LTD FRN DUE 26/02/2010	  500,000 	  502,500 	 0.33
OVERSEA-CHINESE FRN DUE 28/11/2017	  1,000,000 	  1,013,535 	 0.67

Balance carried forward	  	 53,236,778 	 35.11

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 31 December 2009

				    Percentage of
				    total net assets
		  Nominal		  attributable to
		  holdings at	 Fair value at	 unitholders at
		  31 December	 31 December 	 31 December 
		  2009	 2009	 2009
		   	 $	 %
By Geography - Primary (continued)
Quoted Bonds

SINGAPORE		
Balance brought forward	  	 53,236,778 	 35.11
QUEENSLEY HLDGS 4.62% DUE 07/12/2012	  2,500,000 	  2,512,595 	 1.66
SINGAPORE T BILL 0% DUE 01/04/2010	  2,000,000 	  1,997,140 	 1.32
SINGAPORE T-BILL 0% DUE 25/03/2010	  500,000 	  499,350 	 0.33
SUNTEC REIT 3.25% DUE 20/03/2013	  6,000,000 	  6,216,695 	 4.10
SWIBER HOLDINGS FRN DUE 24/08/2010	  2,500,000 	  2,388,139 	 1.57
UNITED OVERSEAS 3.34% DUE 15/05/2012	  3,500,000 	  3,513,480 	 2.32
YONGNAM ENGINEER FRN DUE 26/12/2012	  2,000,000 	  1,860,577 	 1.23

TOTAL SINGAPORE		  72,224,754	 47.64

SOUTH KOREA
HANA BANK 6.5% DUE 09/04/2012	  800,000 	  1,225,484 	 0.81
HANA BANK FRN DUE 12/04/2017	  800,000 	  1,131,090 	 0.75
HANA FUNDING LTD FRN DUE 29/12/2049	  1,730,000 	  2,419,787 	 1.60
HYUNDAI CAPITAL 5.625% FRN DUE 24/01/2012	  3,000,000 	  4,485,986 	 2.96
IND BK OF KOREA FRN DUE 15/01/2015	  830,000 	  1,194,811 	 0.79
INDUSTRIAL BANK OF KOREA 5% DUE 27/02/2010	  500,000 	  524,290 	 0.34
KOREA EXCH BANK FRN DUE 10/06/2015	  5,000,000 	  6,987,489 	 4.61
NACF FRN DUE 26/04/2017	  4,200,000 	  5,868,723 	 3.87
NACF FRN DUE 26/05/2015	  2,000,000 	  2,818,271 	 1.86
SHINHAN BANK 6% DUE 29/06/2012	  2,500,000 	  3,729,637 	 2.46
SHINHAN BANK FRN DUE 28/02/2016	  1,000,000 	  1,439,192 	 0.95
SHINSEGAE CO LTD 6.125% DUE 27/06/2011	  1,000,000 	  1,463,550 	 0.97

TOTAL SOUTH KOREA		  33,288,310	 21.97

	
Portfolio of investments		  146,170,476	 96.42
Other net assets		  5,437,022	 3.58

Net assets attributable to unitholders		  151,607,498	 100.00

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 31 December 2009
			   Percentage of 	 Percentage of
			   total net assets	 total net assets
			   attributable to	 attributable to
			   unitholders at	 unitholders at
			   31 December	 31 December
			   2009	 2008
			   %	 %
By Geography - Primary (Summary)  
Quoted Bonds

Hong Kong		   9.92 	  -   
India		   2.92 	  -   
Malaysia		   13.97 	  -   
Singapore		   47.64 	  89.18 
South Korea		   21.97 	  3.11 

	  
Portfolio of investments		   96.42 	  92.29 
Other net assets		   3.58 	  7.71

Net assets attributable to unitholders		   100.00 	  100.00 

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 31 December 2009
			   Percentage of 	 Percentage of 
			   total net assets	 total net assets
			   attributable to	 attributable to 
		  Fair value at	 unitholders at 	 unitholders at 
		  31 December 	 31 December 	 31 December 
		  2009	 2009	 2008
		  $	 %	 %
By Industry - Secondary
Quoted Bonds

Consumer Staples	  1,966,050 	  1.30 	  5.57 
Energy	  2,388,139 	  1.58 	  2.32 
Financials	  106,064,978 	  69.95 	  68.12 
Government	  2,496,490 	  1.65 	  -   
Government Agency	  - 	  -   	  1.03 
Industrials	  2,858,785 	  1.89 	  5.14 
Property Trust	  21,803,222 	  14.38 	  10.11 
Sovereign Guaranteed	  1,225,484 	  0.81 	 -
Telecom Services	  7,367,328 	  4.86 	  -	
			 
Portfolio of investments	  146,170,476 	  96.42 	  92.29 
Other net assets	  5,437,022 	  3.58 	  7.71	
Net assets attributable to unitholders	  151,607,498 	  100.00 	  100.00 	

The accompanying notes form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

These notes form an integral part of and should be read in conjunction with the accompanying financial 
statements.

1.	 General

United Choice Portfolios II (formerly known as UOB Optimix Fund II) (the “Fund”) is a Singapore 
registered umbrella fund, which offers one sub-fund, United SGD Fund (formerly known as UOB 
Optimix SGD Fund) (the “Sub-Fund”). The Fund is constituted under a Trust Deed in Singapore 
dated 18 May 1998 and Supplemental Deeds dated 18 November 1998, 13 May 1999, 15 
November 1999, 2 March 2000, 1 March 2001, 27 June 2001, 21 June 2002, 21 December 2002, 
23 June 2003, 22 June 2004, 21 June 2005, 9 June 2006, 8 June 2007, 26 June 2007, 20 May 
2008 and 13 May 2009. The Deeds are governed by the laws of the Republic of Singapore. As 
of 01 November 2009, the Trustee of the Fund has changed from Citicorp Trustee (Singapore) 
Limited to BNP Paribas Trust Services Singapore Limited (the “Trustee”). The Manager of the Fund 
is UOB Asset Management Ltd (“the Manager”).

These financial statements pertain only to the Sub-Fund. The primary activity of the Fund is 
investment trading. 

2.	 Significant accounting policies 

(a)	 Basis of accounting 

The financial statements have been prepared under the historical cost convention, modified 
by the revaluation of financial assets at fair value through profit or loss, and in accordance 
with the Statement of Recommended Accounting Practice 7 “Reporting Framework for Unit 
Trusts” (“RAP 7”) issued by the Institute of Certified Public Accountants of Singapore.
	
The financial statements are expressed in Singapore dollars.

(b)	 Recognition of income

Interest income is recognised on a time proportion basis using the effective interest method.

(c)	 Investments 

Investments are classified as financial assets at fair value through profit or loss.

(i)	 Initial recognition

Purchases of investments are recognised on the trade date. Investments are recorded at 
fair value on initial recognition.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

2.	 Significant accounting policies (continued)

(c)	 Investments (continued)

(ii)	 Subsequent measurement

Investments are subsequently carried at fair value. Net change in fair value of investments 
are included in the Statement of Total Return in the year in which they arise.

(iii)	 Derecognition

Investments are derecognised on the trade date of disposal. The resultant realised 
gains and losses on the sale of investment are computed on the basis of the difference 
between weighted average cost and selling price net of transaction costs, and are taken 
up in the Statement of Total Return.  

(d)	 Basis of valuation of investments

The fair value of investments traded in active markets is based on quoted market prices at 
the balance sheet date. The quoted market price for these investments held by the Sub-Fund 
is the current market quoted bid price. Accrued interest is included in the fair value of fixed 
income instruments.

(e)	 Foreign currency translation

(i)	 Functional and presentation currency

The Sub-Fund’s investors are mainly from Singapore with the subscriptions and 
redemptions of the units denominated in Singapore dollars. 

The performance of the Sub-Fund is measured and reported to the investors in Singapore 
dollars. The Manager considers the Singapore dollars as the currency of the primary 
economic environment in which the Sub-Fund operates. The financial statements are 
presented in Singapore dollars, which is the Sub-Fund’s functional and presentation 
currency.

(ii)	 Transactions and balances

Foreign currency transactions are translated into the functional currency using the 
exchange rates prevailing at the date of the transactions. Foreign exchange gains and 
losses resulting from the settlement of such transactions and from the translations 
at year-end exchange rates of monetary assets and liabilities denominated in foreign 
currencies are recognised in the Statement of Total Return. Translation differences on 
non-monetary financial assets and liabilities are also recognised in the Statement of Total 
Return within the fair value net gain or loss. 
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

2.	 Significant accounting policies (continued)

(f)	 Financial derivatives

Financial derivatives including forwards and swaps are entered into for the purpose of efficient 
portfolio management, tactical asset allocation or specific hedging of financial assets held as 
determined by the Manager and in accordance with the provisions of the Trust Deed.

Financial derivatives outstanding at the balance sheet date are valued at forward rates or at 
current market prices using the “mark-to-market” method, as applicable, and the resultant 
gains and losses are taken up in the Statement of Total Return.

(g)	 Expenses charged to the Sub-Fund

All direct expenses relating to the Sub-Fund are charged directly to the Statement of Total 
Return. In addition, certain expenses shared by all unit trusts managed by the Manager are 
allocated to each Sub-Fund based on the respective Sub-Fund’s net asset value.

3.	 Income Tax

	 The Sub-Fund was granted the status of a Designated Unit Trust and, therefore, the following 
income is exempted from tax in accordance with Section 35(12) of the Income Tax Act (Cap 
134):

(i)	 gains or profits derived from Singapore or elsewhere from the disposal of securities;

(ii)	 interest (other than interest for which tax has been deducted under Section 45 of the Income 
Tax Act).

	 (iii)	 dividends derived from outside Singapore and received in Singapore.

4.	 Receivables
		  2009	 2008
		  $	 $

	 Amount due from Manager 	 	 3,274,726	 802,284
	 Interest receivables		   -   	 4,327

			   3,274,726	 806,611

5. 	 Fixed deposits with financial institutions 

	 As at 31 December 2009, the Fund did not hold any fixed deposits. As at 31 December 2008, fixed 
deposits held with financial institutions as at balance sheet date has an average maturity of 5 days 
from the end of the financial year with a weighted average effective interest rate of 0.204%.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

6.	 Cash and bank balances 
		  2009	 2008
		  $	 $

	 Cash at bank		  1,707,558	 1,305,988

7.	 Payables 
		  2009	 2008
		  $	 $

	 Amount due to unitholders		  1,734,816	 428,177
	 Amount due to Manager		  158,715	 56,595
	 Other creditors and accrued expenses		  30,618	 18,708

			   1,924,149	 503,480

8.	 Net assets attributable to unitholders
		  2009	 2008
		  $	 $

	 At the beginning of the financial year		   97,104,326 	  32,894,905

	
	 Operations	
	 Change in net assets attributable to unitholders 
	    resulting from operations		   12,930,515 	  (852,232)
	
	 Unitholders’ contributions/(withdrawals)	
	 Creation of units		   206,993,434 	 137,492,020
	 Cancellation of units		   (165,420,777)	  (72,430,367)
	
	 Change in net assets attributable to unitholders resulting 
	    from net creation and cancellation of units		   41,572,657 	  65,061,653

	
	 Total increase in net assets attributable to unitholders		 54,503,172	 64,209,421

	
	 At the end of the financial year		  151,607,498	 97,104,326

	
	 Units in issue (Note 9)		  109,206,016	 78,087,017

	
			   $	 $
	

Net assets attributable to unitholders per unit		  1.39	 1.24
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

9.	 Units in issue 
		  	 2009	 2008

	 Units at beginning of the year		   78,087,017 	  26,272,045 
	 Units created		  156,622,164	  109,489,657 
	 Units cancelled		   (125,503,165)	  (57,674,685)

	 Units at end of the year		  109,206,016	 78,087,017

10.	 Financial derivatives at fair value

Financial derivative contracts comprise foreign exchange contracts for the sale and purchase of 
foreign currencies and treasury note call and put options. The contract or underlying principal 
amounts of these financial derivatives and their corresponding gross positive or negative fair 
values at the balance sheet date are analysed below.

		  2009
	 Contract or
	 underlying	 Positive	 Negative 
	 principal	 fair	 fair
	 amount	 value	 value
	 $	 $	 $

Forward foreign exchange contracts	  96,497,234 	 2,515,685	  (136,798)

The Sub-Fund did not have any outstanding financial derivatives contracts as at 31 December 
2008.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management

	 The Sub-Fund’s activities expose it to a variety of financial risk (including currency risk, interest 
rate risk and price risk), credit risk and liquidity risk. The Sub-Fund’s overall risk management 
programme seeks to minimise potential adverse effects on the Sub-Fund’s financial performance. 
The Sub-Fund may use financial futures contracts, financial options contracts and/or currency 
forward contracts subject to the terms of the Prospectus to moderate certain risk exposures.  
Specific guidelines on exposures to individual securities and certain industries are in place for the 
Sub-Fund at any time as part of the overall financial risk management to reduce the Sub-Fund’s 
risk exposures.

	 The Sub-Fund’s assets principally consist of financial instruments such as fixed interest investments, 
money market investments and cash. They are held in accordance with the published investment 
policies of the Sub-Fund. The allocation of assets between the various types of investments is 
determined by the Manager to achieve their investment objectives.

(a)	 Market risk

Market risk is the risk of loss arising from uncertainty concerning movements in market prices 
and rates, including observable variables such as interest rates, credit spreads, exchange 
rates, and others that may be only indirectly observable such as volatilities and correlations.  
Market risk includes such factors as changes in economic environment, consumption 
pattern and investor’s expectation etc. which may have significant impact on the value of the 
investments. The Sub-Fund’s investments are substantially dependent on changes in market 
prices. The Sub-Fund’s investments are monitored by the Manager on a regular basis so as 
to assess changes in fundamentals and valuation.  Although the Manager makes reasonable 
efforts in the choice of investments, events beyond reasonable control of the Manager could 
affect the prices of the underlying investments and hence the asset value of the Sub-Fund.  
Guidelines are set to reduce the Sub-Fund’s risk exposures to market volatility such as 
diversifying the portfolio by investing across various geographies, alternatively, the Sub-Fund 
may be hedged using derivative strategies.

		  (i)	 Foreign exchange risk 
	
			�   The Sub-Fund has securities denominated in currencies other than Singapore dollars 

and it may be affected favourably or unfavourably by exchange rate regulations the 
changes in the exchange rates between the Singapore dollars and such other currencies. 
The Manager may at his discretion, implement a currency management strategy either to 
reduce currency volatility or to hedge the currency exposures of the Sub-Fund.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

	 (a)	 Market risk (continued)

		  (i)	 Foreign exchange risk (continued)

			�   The table below summarises the on-balance sheet exposure to currency risks for the 
Sub-Fund.

As at 31 December 2009
	 USD	 GBP	 SGD	 Total
	 $	 $	 $	 $
Assets
Portfolio of investments	  78,582,046	 6,277,540	  61,310,890	 146,170,476 
Receivables	  -	  -	  3,274,726	 3,274,726 
Cash and bank balances	  -	  -	  1,707,558	 1,707,558

Total Assets	  78,582,046 	  6,277,540	 66,293,174 	  151,152,760

Liabilities
Payables	  -   	 -	 1,924,149 	  1,924,149 
Net assets attributable to 
   unitholders	  -   	  -	 151,607,498	  151,607,498

Total Liabilities	  -   	  -	 153,531,647	  153,531,647

Net assets/(liabilities)	 78,582,046	 6,277,540	 (87,238,473)	 (2,378,887)

Forward foreign exchange 
   contracts	  (78,296,888)	  (6,801,506)	 87,426,439

Net currency exposure	 285,158	  (523,966)	 187,966
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

	 (a)	 Market risk (continued)

		  (i)	 Foreign exchange risk (continued)

As at 31 December 2008
	 USD	 GBP	 SGD	 Total
	 $	 $	 $	 $
Assets
Portfolio of investments	  -   	  -   	  89,616,841 	  89,616,841 
Receivables	  -   	  -   	  806,611 	  806,611 
Fixed deposits with 
   financial institutions	  -   	  -	  35,331,326 	  35,331,326 
Cash and bank balances	  -   	  -   	  1,305,988 	  1,305,988 

Total Assets	  -   	  -	  127,060,766 	  127,060,766

Liabilities
Payables	  -   	  -   	  503,480 	  503,480 
Purchases awaiting settlement	  -   	  -	  29,452,960 	  29,452,960 
Net assets attributable to 
   unitholders	  -   	  -	  97,104,326 	  97,104,326

Total Liabilities	  -   	  -	  127,060,766 	  127,060,766

Net assets/(liabilities)	 -	 -	 -	 -

Forward foreign exchange 
   contracts	  -   	  -   	  -   	    

Net currency exposure	  -   	  -   	  -   	    
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

	 (a)	 Market risk (continued)

		  (i)	 Foreign exchange risk (continued)

�Investments, which is the significant item in the balance sheet is exposed to currency 
risk and interest rate risk. Currency risk sensitivity analysis is prepared and disclosed 
only for monetary assets and liabilities. The table below summarises the sensitivity of 
the Fund’s monetary assets and liabilities to changes in foreign exchange movements 
at as 31 December 2009 and 2008. The analysis is based on the assumptions that the 
functional currency increased / decreased to the relevant foreign exchange rates as 
disclosed below. This represents the Manager’s best estimate of a reasonable possible 
shift in the foreign exchange rates, having regard to historical volatility of those rates.

	  2009 	  2008 
	 Net impact to		  Net impact to
	 net assets		  net assets
	 attributable to		  attributable to
	 unitholders		  unitholders	
	  $ 	 %	  $ 	 %

GBP	  (62,876)	  12 	  -   	  10 
USD	 48,477	  17 	  -   	  15 

		  (ii)	 Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to 
changes in market interest rates.

Interest rate risk arises from the effects of fluctuations in the prevailing levels of markets 
interest rates on the fair value of financial assets and liabilities and future cash flow. 
The Sub-Fund holds significantly interest bearing securities that expose the Sub-Fund 
to fair value interest rate risk. The Sub-Fund holds securities of varying maturities and 
interest rate sensitivities.  Movement in market interest rates will affect the valuation 
of the Sub-fund’s securities by varying degrees. The Sub-Fund’s policy requires the 
Manager to manage this risk by measuring the mismatch of the interest rate sensitivity 
gap of financial assets and liabilities and calculating the average duration of the portfolio 
of fixed interest securities. 
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

	 (a)	 Market risk (continued)

		  (ii)	 Interest rate risk (continued)

The table below summarises the Sub-Fund’s exposure to interest rate risks.  They 
include the Sub-Fund’s assets and trading liabilities at fair value, categorised by the 
earlier of contractual re-pricing or maturity dates.  All variable rate financial instruments 
are reset within a month.

As at 31 December 2009	
	 Variable 	 Fixed	 Non-interest 
	 rates	 rates	 bearing	 Total
	 $	 $	 $	 $

Assets
Portfolio of investments	  57,562,248 	  86,111,738 	  2,496,490 	 146,170,476 
Receivables 	  - 	  - 	  3,274,726 	  3,274,726 
Financial derivatives at fair value	  -   	  - 	  2,515,685 	  2,515,685 
Cash and bank balances	  - 	  - 	  1,707,558 	  1,707,558 

Total Assets	  57,562,248 	  86,111,738 	  9,994,459 	 153,668,445 

Liabilities
Payables 	  - 	  - 	  1,924,149 	  1,924,149 
Financial derivatives at fair value	  -   	  -	  136,798 	  136,798 
Net assets attributable to 
   unitholders	  - 	  -	 151,607,498	 151,607,498 

Total Liabilities	  -   	  -	 153,668,445	 153,668,445 
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

	 (a)	 Market risk (continued)

		  (ii)	 Interest rate risk (continued)

As at 31 December 2008
	 Variable 	 Fixed	 Non-interest 
	 rates	 rates	 bearing	 Total
	 $	 $	 $	 $

Assets
Portfolio of investments	  10,340,719 	  34,337,932 	  44,938,190	  89,616,841 
Receivables 	  -   	  -	  806,611 	  806,611 
Cash and bank balances	  -   	  -	 1,305,988	 1,305,988 
Fixed deposits with 
   financial institutions	  35,331,326 	  - 	 -	 35,331,326 

Total Assets	  45,672,045 	  34,337,932	 47,050,789 	 127,060,766 

Liabilities
Payables 	  - 	  - 	  503,480	 503,480
Purchases awaiting settlement	  -   	  -	 29,452,960	 29,452,960
Net assets attributable to 
   unitholders	  - 	  - 	 97,104,326	 97,104,326

Total Liabilities	  -   	  -	 127,060,766	 127,060,766 

As at 31 December 2009, should interest rates have risen or lowered by 100 basis points 
(“bps”) (2008: 100 bps) with all other variables remaining constant, the decrease or 
increase in net assets attributable to unitholders for the year would be $1,516,075 (2008: 
$971,043)

The Sub-Fund has direct exposure to interest rate changes on the valuation and cash 
flows of its interest bearing assets and liabilities. However, it may also be indirectly 
affected by the impact of changes on the earnings of certain companies in which the 
Sub-Fund invests and impact on the valuation of certain over-the-counter derivative 
products that use market interest rates as an input. Therefore, the above sensitivity 
analysis may not fully indicate the total effect on the Sub-Fund’s net assets attributable 
to unitholders of future movements in interest rates.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

(b)	 Liquidity risk

The Sub-Fund is exposed to daily cash redemptions and disbursements for the settlements 
of purchases. The Manager therefore ensures that the Sub-Fund maintains sufficient cash 
and cash equivalents and that it is able to obtain cash from the sale of investments held to 
meet its liquidity requirements.  Reasonable efforts will be taken to invest in securities which 
are traded in a relatively active market and which can be readily disposed of. 

The Sub-Fund’s investments in listed securities are considered to be readily realisable as they 
are listed on an established stock exchange.  

The Manager may from time to time employ derivatives to implement a portfolio strategy 
to reduce risk or for the purpose of efficient portfolio management. Market liquidity of 
complex derivatives are significantly less than traditional investment instruments and such 
positions may therefore require a longer time to reverse than would be typically be expected 
for traditional investment instruments. No such investments were held at the balance sheet 
date. 

The table below analyses the Sub-Fund’s financial liabilities into relevant maturity groupings 
based on the remaining period at the balance sheet date to the contractual maturity date. The 
amounts in the table are the contractual undiscounted cash flows.  Balances due within 12 
months equal their carrying balances, as the impact of discounting is not significant.  

	 As at 31 December 2009
			   Less than	 3 months	 1-5 	 Above
			   3 months	 to 1 year	 years	 5 years
			   $	 $	 $	 $

Derivatives financial instruments
-Inflows	 -	 10,420,590	  -   	  -   
-Outflows	 -	  (10,578,763)	  -   	  -   
Payables	 1,924,149	 -	  - 	  - 
Net assets attributable to 
   unitholders	 151,607,498 	  -   	  -   	  -   
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

(b)	 Liquidity risk (continued)

	 As at 31 December 2008
			   Less than	 3 months	 1-5 	 Above
			   3 months	 to 1 year	 years	 5 years
			   $	 $	 $	 $

Payables	 503,480	 -	 -	 -
Purchases awaiting settlement	 29,450,960	  -   	  -   	  -   
Net assets attributable to 
   unitholders	 97,104,326	 -	 -	 -

(c)	 Credit risk

	 Credit risk is the risk that counterparty will fail to perform contractual obligations, either in 
whole or in part, under a contract.

	 Concentrations of credit risk are minimised primarily by:

–	 ensuring counterparties, together with the respective credit limits, are approved,
–	 ensuring that transactions are undertaken with a large number of counterparties, and
–	 ensuring that the majority of transactions are undertaken on recognised exchanges.

	 As such, the Sub-Fund does not have a concentration of credit risk that arises from an 
exposure to a single counterparty.  Furthermore, the Sub-Fund does not have a material 
exposure to group of counterparties which are expected to be affected similarly by changes 
in economic or other conditions.

	 The Sub-Fund invests in financial assets, which have an investment grade as rated by 
Moody’s.  The credit ratings are reviewed regularly.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

(c)	 Credit risk (continued)

	 The table below analyses the Sub-Fund’s investments by credit ratings expressed as a 
percentage of net assets attributable to unitholders.

	 As at 31 December 2009
	 Aaa	 Aa	 A	 Baa	 Non rated

Fixed rate securities	 -	 -	 13%	 16%	 28%
Floating rate securities	 -	 5%	 26%	 -	 6%
Non-interest bearing	 2%	 -	 -	 -	 -
	
As at 31 December 2008	
	 Aaa	 Aa	 A	 Baa	 Non rated

Fixed rate securities	 -	 3%	 2%	 4%	 26%
Floating rate securities	 -	 -	 1%	 -	 10%
Non-interest bearing	 -	 -	 -	 -	 46%

The non-rated bonds comprise of Singapore Treasury Bills which is from Government sector.

All transactions in listed securities are settled /paid upon delivery using approved brokers.  
The risk of default is considered minimal, as delivery of securities is only made once the 
broker has received payment.  Payment is made on a purchase once the securities have been 
received by the broker.  The trade will fail if either party fails to meet its obligation.

Credit risk also arises from cash and cash equivalents and derivative positions held with 
financial institutions. The table below summarizes the credit rating of banks in which the  
Sub-Fund’s assets are held as at 31 December 2009 and 2008.

As at 31 December 2009

		  Source of 
	 Credit rating	 credit rating
	
Bank	
United Overseas Bank Limited	 B	 Moody’s
BNP Paribas	 B	 Moody’s
	
Custodian	
BNP Paribas	 B	 Moody’s
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

11.	 Financial risk management (continued)

(c)	 Credit risk (continued)

As at 31 December 2008

		  Source of 
	 Credit rating	 credit rating
	
Bank	
Citibank N.A.	 C	 Moody’s
United Overseas Bank Limited	 B	 Moody’s
Oversea-Chinese Banking Corporation	 B	 Moody’s
The Hong Kong and Shanghai Banking Corporation limited	   B+	 Moody’s

Custodian
Citibank N.A.	 C	 Moody’s

The maximum exposure to credit risk at the reporting date is the carrying amount of the 
financial assets. 

(d)	 Capital management

The Sub-Fund’s capital is represented by the net assets attributable to unitholders. The  
Sub-Fund strives to invest the subscriptions of redeemable participating units in investments 
that meet the Sub-Fund’s investment objectives while maintaining sufficient liquidity to meet 
unitholders’ redemptions.	

12.	 Related party transactions

(a)	 The Manager and the Trustee of the Fund are UOB Asset Management Ltd and BNP Paribas 
Trust Services Singapore Limited respectively. As of 01 November 2009, the Trustee of the 
Fund has changed from Citicorp Trustee (Singapore) Limited to BNP Paribas Trust Services 
Singapore Limited.

	 UOB Asset Management Ltd is a subsidiary of United Overseas Bank Limited and BNP 
Paribas Trust Services Singapore Limited is a related company of BNP Paribas.

	 Management fee is paid to the Manager, while trustee fee is paid to the Trustee. Registrar fee 
is paid to HSBC Securities Services (Transfer Agency) Pte Ltd, a subsidiary of HSBC Holdings 
Plc. These fees paid or payable by the Fund shown in the Statement of Total Return and in the 
respective Notes to the Financial Statements are on terms set out in the Trust Deed. All other 
related party transactions are shown elsewhere in the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

12.	 Related party transactions (continued)

(b)	 As at the end of the financial year, the Sub-Fund maintained the following accounts with the 
following related party:	

	
		  2009	 2008
		  $	 $

	 United Overseas Bank Limited	
	 Bank balances	 13,163	 1,134,542
	 Fixed deposit	  -   	 9,008,033

	
	 Citicorp	
	 Bank balances	  -   	 171,446
	 Fixed deposit	  -   	 9,503,485

	
	 BNP Paribas Trust Services Singapore Limited	
	 Bank balances	  1,694,395 	  -   

(c)	 The following transactions took place during the financial year between the Sub-Fund and 
related parties at terms agreed between the parties as follows:

		  2009	 2008
		  $	 $

	 United Overseas Bank Limited	
	 Interest income	 281	 41,049
	 Interest expense	 -	 100

	
	 Citicorp	
	 Interest income	 1,012	 17,313
	 Interest expense	 -	 85

	
	 BNP Paribas	
	 Custody fee expense	 29,616	 13,042
	 Administration fee expenses	  10,751 	 10,731
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009 

13.	 Financial ratios

		  2009	 2008

Expense ratio1	 0.46%	 0.42%
Turnover ratio2	 111.61%	 43.11%

1 	 The expense ratio is computed in accordance with the IMAS guidelines on disclosure of expense ratios dated 25 May 2005. 
Brokerage and other transaction costs, interest expense, foreign exchange gains/losses, tax deducted at source or arising on 
income received and dividends paid to unitholders are not included in the expense ratio.

2 	 The turnover ratio is calculated in accordance with the formula stated in the “Code on Collective Investment Schemes”.
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