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A)	 Fund Performance
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United European Small 
& Mid Cap Fund -3.32 -1.35 20.50 -7.66 -5.03 2.40 -2.33

Benchmark -1.86 3.47 22.04 -3.93 -2.38 7.45 5.52

Source: Lipper, a Thomson Reuters Company, UOBAM

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: Apr 00 – Dec 01: MSCI Europe Small Cap USD; Jan 02 –Jul 08: Citigroup Broad Market Index Europe 

< US$2 billion ; Aug 08- Present : MSCI Europe Mid Cap

For the full year ended 30 June 2011, the net asset value of the Fund rose 20.5% on a net asset value 
basis against a return of 22% of the benchmark MSCI Midcap Europe Index in Singapore dollar terms.  

The Fund’s good performance in the first half of the financial year was detracted in the second half 
of the year due to the underweight positions in utilities, healthcare and consumer staples sectors, 
which outperformed the market.  These sectors delivered returns of 8.4%, 8.0% and 7.0% respectively 
compared with a return of 2.4% of the benchmark MSCI Midcap Europe Index in Singapore dollar terms.  
There was also some rotation into the highly depressed markets like Spain and Ireland which were also 
the best performing markets during the first half of this year. Unfortunately, we were underweight in these 
markets. 

Solvency concerns intensified in May on the possibility of a potential Greek debt restructuring as the 
country did not meet the fiscal targets set by its creditors. Subsequently, the government bond yields and 
credit default swap (CDS) premia of Italy and Spain increased sharply reflecting the contagion threat.  
The European authorities are now evaluating new measures to deal with the debt problem and to prevent 
contagion to core Europe. As a result, risk premiums on these markets have since improved. Italy has 
recently passed a new austerity package, which aims to cut the fiscal deficit by around 48 billion euros 
to achieve a balanced budget by 2014.  Other measures may include allowing the European Financial 
Stability Facility, a vehicle set up to provide liquidity to countries running into solvency problems, to buy 
secondary government bonds, which is an important step towards alleviating the problem in our opinion.

During the period under review, we raised in the Fund’s exposure to the more defensive sectors like 
healthcare and took some profits in some of our more cyclical companies that were trading on rich 
valuations. In the consumer discretionary segment, in the Fund sold its stake in Dufry Group, a leading 
global travel retailer operating in 41 countries.  We also liquidated our position in Valeo, (a France-based 
automobile component supplier company) and reduced our exposure to the materials sector by selling 
Yara International, a nitrogen fertilizer producer. 
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The Fund added Shire PLC, an Ireland-incorporated specialty pharmaceuticals company that focuses on 
therapeutic areas including metabolic diseases, gastro-intestinal and Attention Deficit Disorder (ADHD) 
conditions. 

Our research emphasis on stock fundamentals continued to help us identify compelling investment 
opportunities, especially in the industrial and consumer discretionary sectors. Despite the increasing 
macroeconomic headwinds, we continued to accumulate companies in these segments that enjoy above-
average earnings potential and strong pricing power but trade at excessively pessimistic valuations. Key 
contributors to performance include: Renishaw PLC (+129%), which develops and manufactures a range 
of very high specification sensors used in many engineering applications including dental equipments.  
Weir Group PLC (+92%), a world leader in oil and gas pumps and valves benefited from continued 
exploration activities by mining and energy companies. Within the Consumer Discretionary sector, Swatch 
Group (+59%) experienced strong demand in both Developed and Emerging Markets.

The Fund recently added companies with strong underlying franchises such as Gemalto (Technology), 
the largest manufacturer in the worldwide smart card market with an estimated 48% market share in 
volume terms. The company is well-placed to benefit from the growing use of secure digital solutions in a 
broad array of devices including phones, tablets, e-passports and payment cards.  Within the Consumer 
Discretionary sector, the Fund purchased Nokian Tyres (Consumer Discretionary), a Finland-incorporated 
company, which is expected to do well due to its strong pricing power in the winter tyre market given the 
worsening supply shortage globally.  

As of 30 June 2011, the Fund was invested in the UK (30%), Germany (17%), France (9%), Italy (9%), 
Switzerland (7%), Sweden (6%), Others (21%) and cash (1%). 

The best performing sectors during the period under review were Industrials and Technology. The worst 
performing sectors were Financials and Materials.

Outlook and Strategy

The current positive corporate profitability trend has more upside as it is only one-and-half years old, 
compared with historical average of five-and-half years.  The market expects earnings growth of about 
18.9% in 2011 and 17.7% in 2012, which is well above the average for the large cap European market.  
In addition, the small and mid-cap European market segment remains attractively priced at 12.9x 
forecast 2011 earnings. 

Margins are also at record highs and sustainable because of productivity gains and stronger pricing 
power especially in areas such as energy related equipments, luxury goods, tyres, tobacco, automobile 
and related equipments, fertilizers, mining equipments and specialized machine tools. As a result of 
the companies’ strong cash flow in the last few years and concerted efforts to pare down borrowings, 
the European companies’ average debt to equity has come down to 48.8% in 2011 from 2010’s 57.2%. 

In terms of portfolio positioning, we have placed more emphasis on the defensive sectors via, 
Healthcare.  Our biggest underweight is in the Financial Sector. However, we retain a bias towards 
sectors like Energy, Industrial and Consumer Discretionary sectors, which are supported by positive 
multi-year structural factors such as the growing global power shortage, increasing urbanization and 
rising affluence in emerging countries. 
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While we do not expect a quick resolution to the European sovereign debt problem, we believe that the 
European governments will eventually find a solution as the alternative will be even more costly for the 
Europeans. In the meantime, market will remain volatile, and this will provide investment opportunities for 
the Fund. It is worth bearing in mind that core Europe such as Germany, Sweden and Switzerland, still 
enjoy healthy fundamentals. For example, Switzerland has one of the lowest public debt levels among 
developed countries and has one of the strongest fiscal balances.  And from a bottom-up analysis of the 
European companies, Europe still presents an attractive investment proposition as it is characterized by 
cheap valuations, global competitive positioning, excellent distributorship and positive earnings outlook.  
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B) 	 Investments at fair value and as a percentage of NAV as at 30 June 2011 under review 
classified by

		  Fair Value	 % of NAV
		  (S$)
	 i)	 Country

Australia	 251,481	  2.22 
Austria	  290,900 	  2.57 
Canada	  299,802 	  2.65 
Finland	  289,802 	  2.56 
France	  1,066,818 	  9.42 
Germany	  1,945,532 	  17.19 
Ireland	  106,919 	  0.94 
Italy	  1,051,753 	  9.29 
Netherlands	  315,757 	  2.79 
Norway	  124,992 	  1.10 
Poland	  167,150 	  1.48 
Russia	  230,396 	  2.04 
Sweden	  662,472 	  5.86 
Switzerland	  829,143 	  7.33 
United Kingdom	  3,429,410 	  30.30 
United States	  107,736 	  0.95 

Portfolio of investments	 11,170,063	 98.69
Other net assets	   148,676 	  1.31

Total	 11,318,739	 100.00

	 ii)	 Industry

Consumer Discretionary	  1,794,157 	  15.84
Consumer Staples	  607,899 	  5.37
Energy	  786,891 	  6.95
Financials	  1,422,948 	  12.58
Healthcare	  610,395 	  5.40
Industrials	 2,470,821	 21.82
Information Technology	 1,352,691	 11.96
Materials	  1,591,439 	  14.06
Telecommunication Services	  178,309 	  1.58
Utilities	  354,513 	  3.13

Portfolio of investments	 11,170,063	 98.69
Other net assets	  148,676 	  1.31

Total	 11,318,739	 100.00

	 iii)	 Asset Class

Equities 	 11,170,063	 98.69
Other net assets	 148,676	 1.31

Total 	 11,318,739	 100.00
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B) 	 Investments at fair value and as a percentage of NAV as at 30 June 2011 under review 
classified by (continued)

	 iv)	 Credit rating of debt securities

		  N/A

C) 	 Top Ten Holdings  

The top 10 holdings as at 30 June 2011 and 30 June 2010

				    Percentage of 
				    total net assets 
				    attributable to 
	 10 largest holdings at 30 June 2011	 Fair Value 	 unitholders
			   (S$)	 %

SWATCH GROUP	 388,990	 3.44
ABERDEEN ASSET MANAGEMENT PLC	 312,586	 2.76
KAZAKHMYS PLC	 293,736	 2.60
WIRECARD AG ORD NPV	 269,775	 2.38
SOFTWARE AG	 255,588	 2.26
MEDUSA MINING LIMITED	 251,481	 2.22
INGENICO SA	 245,336	 2.17
UNITED UTILITIES PLC	 239,449	 2.12
MAGNIT OJSC - SPON GDR	 230,396	 2.04
ARYZTA AG	 229,883	 2.03

				    Percentage of
				    total net assets
				    attributable to
	 10 largest holdings at 30 June 2010	 Fair Value   	 unitholders
			   (S$)	 %

BANK SARASIN & CIE 	  359,682 	  3.23 
ADMIRAL GROUP PLC	  305,636 	  2.75 
SMITH & NEPHEW PLC	  298,659 	  2.69 
FRESENIUS MEDICAL CARE AG & CO KGAA	  294,717 	  2.65 
GEA GROUP ORD NPV	  280,967 	  2.53 
ADIDAS ORD NPV	  271,630 	  2.44 
SKF AB	  270,471 	  2.43 
ABERDEEN ASSET MANAGEMENT PLC	  269,099 	  2.42 
PUMA AG RUDOLF DASSLER SPORT ORD NPV	  259,001 	  2.33 
SONOVA HOLDING	  258,285 	  2.32 
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D)	 Exposure to derivatives

	 i) fair value of derivative contracts and as a percentage of NAV as at 30 June 2011

		  N/A

ii) net gains/(losses) on derivative contracts realised during the financial year ended 30 June 2011

	 N/A
	
iii) net gains/(losses) on outstanding derivative contracts marked to market as at 30 June 2011

	 N/A

E)	 Amount and percentage of net asset value (NAV) invested in other schemes as at 30 June 2011
	
	 N/A

F)	 Amount and percentage of borrowings to net asset value (NAV) as at 30 June 2011

	 N/A

G) 	 Amount of redemptions and subscriptions for the financial year ended 30 June 2011

	 Total amount of redemptions	 SGD	  2,398,527 
	 Total amount of subscriptions	 SGD	  340,796 

H)	 The amount and terms of related-party transactions for the financial year ended 30 June 
2011

i)	 As at 30 June 2011 the Fund maintained current account with the United Overseas Bank 
Limited as follows:

	 Bank balances	 SGD	  23,532

ii)	 Purchase/holdings of UOBAM unit trusts by UOB or its affiliated companies as at 30 June 2011

	 N/A

iii)	 Investment in Initial Public Offerings managed by UOB Group.

	 N/A

iv)	 As at 30 June 2011, there was no brokerage income earned by UOB Kay Hian Pte Ltd.
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I)	 Expense ratios

	 30 June 2011	 2.78%
	 30 June 2010	 2.61%

     	 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.

J)	 Turnover ratios

	 30 June 2011	 91.31%
	 30 June 2010	 101.51%

     	 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 30 June 2011 and 30 June 2010

	 N/A

ii) 	 expense ratios for the financial year ended 30 June 2011 and 30 June 2010. 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 30 June 2011 and 30 June 2010

	 N/A

	 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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M)	 Soft dollar commissions/arrangements

	 UOB Asset Management has entered into soft dollars arrangements with selected brokers from 
whom products and services are received from third parties. The product and services relate 
essentially to computer hardware and software to the extent that they are used to support the 
investment decision making process, research and advisory services, economic and political 
analyses, portfolio analyses including performance measurements, market analyses, data and 
quotation services, all of which are believed to be helpful in the overall discharge of UOB Asset 
Management’s duties to clients. As such services generally benefit all of UOB Asset Management’s 
clients in terms of input into the investment decision making process, the soft credits utilised are not 
allocated on a specific client basis. The Manager confirms that trades were executed on the best 
available terms and there was no churning of trades.
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REPORT OF THE TRUSTEE

The Trustee is under a duty to take into custody and to hold the assets of United European Small & 
Mid Cap 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 
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 on pages 13 to 33 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 1 March 2011, the Trustee has changed from RBC Dexia Trust Service Singapore Limited to HSBC 
Institutional Trust Services (Singapore) Limited (the “Trustee”)

For and on behalf of the Trustee
HSBC Institutional Trust Services (Singapore) Limited

Authorised signatory

27 September 2011



11

United European Small and Mid Cap Fund
(Constituted under a Trust Deed in the Republic of Singapore)

STATEMENT BY THE MANAGER

In the opinion of the directors of UOB Asset Management Ltd, the accompanying financial statements 
set out on pages 13 to 33, 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 United European Small & Mid Cap Fund (the “Fund”) as at 30 June 2011 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. 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

THIO BOON KIAT
Authorised Signatory

27 September 2011
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INDEPENDENT AUDITOR’S REPORT TO THE UNITHOLDERS OF
UNITED EUROPEAN SMALL & MID CAP FUND
(Constituted under a Trust Deed in the Republic of Singapore)

We have audited the accompanying financial statements of United European Small & Mid Cap Fund 
(the “Fund”) set out on pages 13 to 33, which comprise the Balance Sheet and Portfolio Statement as 
at 30 June 2011, the Statement of Total Return for the year then ended, and a summary of significant 
accounting policies and other explanatory information.

Manager’s Responsibility for the Financial Statements

The Fund’s Manager (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, and for such internal control as the Manager determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error.

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  
about 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 30 June 2011 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, 27 September 2011
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STATEMENT OF TOTAL RETURN
For the financial year ended 30 June 2011

				    2011	 2010
			   Note	 $	 $

Income
Dividends		   263,343 	  275,028 

				  
Less: Expenses
Management fee	 9	  212,786 	  219,622 
Trustee fee	 9	  7,822 	  9,412 
Audit fee			   14,500 	  12,550 
Registrar fee	 9	  15,287 	  12,250 
Valuation fee	 9	  24,319 	  25,100 
Custody fee		   17,992 	  19,229 
Other expenses		   47,626 	  28,754  

		   		    340,332 	  326,917   

Net loss			   (76,989)	  (51,889)

Net gains or losses on value of investments		
Net realised gain on investments		   507,958 	  293,135 
Net change in fair value on investments 		   1,893,756 	  494,937 
Net foreign exchange loss		   (20,086)	  (8,293)

Net gain on value of investments		    2,381,628 	  779,779 

		
Total return for the year before income tax		   2,304,639 	  727,890 
Less : Income tax	 3	   (47,392)	  (47,988)

Total return for the year		     2,257,247 	  679,902 

The accompanying notes form an integral part of these financial statements.
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BALANCE SHEET
As at 30 June 2011

				    2011	 2010
			   Note	 $	 $

ASSETS
Portfolio of investments		   11,170,063 	  10,988,399 
Receivables	 4	  14,648 	  5,310 
Sales awaiting settlement		   83,768 	  - 
Cash and bank balances		   370,354 	  472,717 

Total Assets		   11,638,833 	  11,466,426   

LIABILITIES
Payables		 5	  133,211 	  81,887 
Purchases awaiting settlement		   186,883 	  265,316 
Net assets attributable to unitholders	 6	  11,318,739 	  11,119,223  

Total Liabilities		    11,638,833 	  11,466,426   

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 30 June 2011

				    Percentage of
				    total net assets
				    attributable to
		  Holdings at	 Fair value at	 unitholders at
		  30 June	 30 June	 30 June
		  2011	 2011	 2011
		   	 $	 %
By Geography – Primary
Quoted Equities

AUSTRALIA
MEDUSA MINING LIMITED	  29,000 	  251,481 	  2.22 

AUSTRIA
AMAG AUSTRIA METALL AG	  5,400 	  156,950 	  1.39 
ANDRITZ	  1,060 	  133,950 	  1.18 

TOTAL AUSTRIA		     290,900 	  2.57    

CANADA
AFRICA OIL CORPORATION	  51,000 	  108,148 	  0.96 
BANKERS PETROLEUM LTD	  21,900 	  191,654 	  1.69 

TOTAL CANADA		    299,802 	  2.65   

FINLAND			 
NOKIAN RENKAAT OYJ	  2,900 	  178,228 	  1.57 
OUTOTEC OYJ	  1,600 	  111,574 	  0.99 

TOTAL FINLAND		    289,802 	  2.56 

FRANCE
ARKEMA	  910 	  114,946 	  1.01 
EUTELSAT COMMUNICATIONS	  1,700 	  93,737 	  0.83 
FAIVELEY SA	  950 	  118,444 	  1.04 
FAURECIA	  2,600 	  136,675 	  1.21 
GEMALTO NV	  2,100 	  123,025 	  1.09 
INGENICO SA	  4,100 	  245,336 	  2.17 
SUEZ ENVIRONNEMENT SA	  4,700 	  115,064 	  1.01 
VALLOUREC SA	  800 	  119,591 	  1.06   

TOTAL FRANCE		    1,066,818 	  9.42 

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 30 June 2011

				    Percentage of
				    total net assets
				    attributable to
		  Holdings at	 Fair value at	 unitholders at
		  30 June	 30 June	 30 June
		  2011	 2011	 2011
		   	 $	 %
By Geography – Primary (continued)
Quoted Equities

GERMANY			 
FRAPORT AG	  1,330 	  131,213 	  1.16 
FRESENIUS MEDICAL CARE AG & CO KGAA	  2,200 	  201,186 	  1.78 
GEA GROUP ORD NPV	  2,700 	  118,745 	  1.05 
GOLDCORP INC	  2,000 	  117,131 	  1.04 
INFINEON TECHNOLOGIES	  9,100 	  125,588 	  1.11 
K+S AG	  1,600 	  150,930 	  1.33 
KUKA AG	  6,300 	  207,496 	  1.83 
QIAGEN NV	  5,000 	  117,336 	  1.04 
SGL CARBON SE	  1,850 	  128,382 	  1.13 
SMA SOLAR TECHNOLOGY AG ORD NPV	  890 	  122,162 	  1.08 
SOFTWARE AG	  3,480 	  255,588 	  2.26 
WIRECARD AG ORD NPV	  12,318 	  269,775 	  2.38  

TOTAL GERMANY		    1,945,532 	  17.19   

IRELAND			 
KENTZ CORPORATION LTD	  12,500 	  106,919 	  0.94 

ITALY			 
ATLANTIA	  7,717 	  201,492 	  1.78 
BANCA POPOLARE DI MILANO	  68,000 	  196,672 	  1.74 
FIAT INDUSTRIAL SPA	  7,200 	  113,539 	  1.00 
PIRELLI & C SPA	  12,300 	  162,986 	  1.44 
PRYSMIAN SPA	  4,700 	  116,026 	  1.03 
SAIPEM	  1,800 	  113,668 	  1.00 
TOD’S SPA	  900 	  147,370 	  1.30  

TOTAL ITALY		     1,051,753 	  9.29   

NETHERLANDS			 
FUGRO CVA	  1,900 	  168,137 	  1.49 
HEINEKEN NV	  2,000 	  147,620 	  1.30  

TOTAL NETHERLANDS		     315,757 	  2.79  

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 30 June 2011

				    Percentage of
				    total net assets
				    attributable to
		  Holdings at	 Fair value at	 unitholders at
		  30 June	 30 June	 30 June
		  2011	 2011	 2011
		   	 $	 %
By Geography – Primary (continued)
Quoted Equities

NORWAY			 
YARA INTERNATIONAL	  1,800 	    124,992 	  1.10   

POLAND			 
POWSZECHNA KASA OSZCZEDNOSCI BANK	  8,900 	  167,150 	  1.48 

RUSSIA			 
MAGNIT OJSC-SPON GDR 	  6,000 	  230,396 	  2.04

SWEDEN			 
ATLAS COPCO	  6,200 	  200,710 	  1.78 
MILLICOM INTERNATIONAL CELLULAR S.A.	  1,400 	  178,309 	  1.58 
MODERN TIMES GROUP - B SHARES	  1,300 	  105,540 	  0.93 
SKF AB	  5,000 	  177,913 	  1.57  

TOTAL SWEDEN		   662,472 	  5.86  

SWITZERLAND			 
ARYZTA AG	  3,500 	  229,883 	  2.03 
BANK SARASIN & CIE	  4,331 	  210,270 	  1.86 
SWATCH GROUP	  630 	  388,990 	  3.44  

TOTAL SWITZERLAND		   829,143 	  7.33 

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 30 June 2011

				    Percentage of
				    total net assets
				    attributable to
		  Holdings at	 Fair value at	 unitholders at
		  30 June	 30 June	 30 June
		  2011	 2011	 2011
		   	 $	 %
By Geography – Primary (continued)
Quoted Equities

UNITED KINGDOM			 
ABERDEEN ASSET MANAGEMENT PLC	  71,283 	  312,586 	  2.76 
ADMIRAL GROUP PLC	  6,800 	  222,604 	  1.97 
AGGREKO PLC	  3,700 	  140,520 	  1.24 
ANTOFAGASTA PLC	  6,800 	  186,687 	  1.65 
ARM HOLDINGS PLC	  7,500 	  86,841 	  0.77 
COMPASS GROUP PLC	  13,000 	  153,854 	  1.36 
FILTRONA PLC	  15,400 	  111,540 	  0.99 
KAZAKHMYS PLC	  10,800 	  293,736 	  2.60 
LAND SECURITIES GROUP PLC	  6,700 	  112,438 	  0.99 
LONMIN PLC	  2,900 	  83,046 	  0.73 
PEARSON PLC	  7,000 	  162,240 	  1.43 
RENISHAW PLC	  3,600 	  124,376 	  1.10 
SCHRODERS PLC	  6,600 	  201,228 	  1.78 
SHIRE PLC	  3,000 	  114,940 	  1.02 
SMITH & NEPHEW PLC	  13,500 	  176,933 	  1.56 
SMITHS GROUP PLC	  5,700 	  134,806 	  1.19 
TULLOW OIL PLC	  8,400 	  205,284 	  1.81 
UNITED UTILITIES PLC	  20,300 	  239,449 	  2.12 
WEIR GROUP PLC	  5,000 	  209,501 	  1.85 
WPP PLC	  10,200 	  156,801 	  1.38  

TOTAL UNITED KINGDOM		     3,429,410 	  30.30  

UNITED STATES
VIRGIN MEDIA INC	  2,900 	  107,736 	  0.95  

Portfolio of investments		    11,170,063 	  98.69  
Other net assets		    148,676 	  1.31  

Net assets attributable to unitholders		     11,318,739 	  100.00   

The accompanying notes form an integral part of these financial statements.
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PORTFOLIO STATEMENT
As at 30 June 2011
			   Percentage of 	 Percentage of
			   total net assets	 total net assets
			   attributable to	 attributable to
			   unitholders at	 unitholders at
			   30 June	 30 June
			   2011	 2010
			   %	 %
By Geography – Primary (Summary)
Quoted Equities

Australia	  2.22 	  1.01 
Austria	  2.57 	  1.42 
Canada	  2.65 	  4.12 
Finland	  2.56 	  0.92 
France	  9.42 	  3.09 
Germany	  17.19 	  18.73 
Ireland	  0.94 	  1.46 
Italy		  9.29 	  5.60 
Netherlands	  2.79 	  3.47 
Norway	  1.10 	  1.07 
Poland	  1.48 	  1.76 
Russia	  2.04 	  6.41 
Spain	  - 	  0.65 
Sweden	  5.86 	  4.65 
Switzerland	  7.33 	  8.94 
United Kingdom	  30.30 	  35.52 
United States	  0.95 	  -   

Portfolio of investments	  98.69 	  98.82  
Other net assets	  1.31 	  1.18 

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 30 June 2011
			   Percentage of 	 Percentage of
			   total net assets	 total net assets
			   attributable to	 attributable to
		  Fair value at	 unitholders at	 unitholders at
		  30 June	 30 June	 30 June
		  2011	 2011	 2010
		  $	 %	 %
By Industry - Secondary
Quoted Equities

Consumer Discretionary	  1,794,157	  15.84	  17.08
Consumer Staples	  607,899	  5.37	  3.29
Energy	  786,891	  6.95	  6.47
Financials	  1,422,948	  12.58	  13.94
Healthcare	  610,395	  5.40	  9.14
Industrials	 2,470,821	 21.82	  24.28
Information Technology	 1,352,691	 11.96	  9.23
Materials	  1,591,439	  14.06	  10.42
Telecommunication Services	  178,309	  1.58	  3.04
Utilities	  354,513	  3.13	  1.93

Portfolio of investments	  11,170,063	  98.69	  98.82
Other net assets	  148,676	  1.31	  1.18

Net assets attributable to unitholders	  11,318,739	  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 30 June 2011

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

1.	 General

	 United European Small & Mid Cap Fund (the “Fund”) is a Singapore registered trust fund constituted 
by a Trust Deed dated 21 February 2000 between UOB Asset Management Ltd (the “Manager”) 
and RBC Dexia Trust Services Singapore Limited (the “Trustee”). The Deed is governed by the laws 
of the Republic of Singapore.	

	 With effect from 1 March 2011, RBC Dexia Trust Services Singapore Limited retired as the Trustee 
of the Fund and the new Trustee is HSBC Institutional Trust Services (Singapore) Limited.

	 The primary activity is that of investment trading. The Fund’s investment objective is to achieve long 
term capital growth with a diversified portfolio primarily invested in European-listed companies with 
a market capitalisation of less than US$2 billion. With effect from 16 December 2008, the Fund’s 
investment objective is to achieve long term capital growth mainly through investing in small and 
medium securities of corporations listed, domiciled or having substantial operations in Europe.

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

	 Dividend income is recognised when the right to receive payment is established. 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

	 Purchase of investments are recognized on 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 30 June 2011

2.	 Significant accounting policies (continued) 

(c)	 Investments (continued)

(ii)	 Subsequent measurement

	 Investments are subsequently carried at fair value. Net change in fair value on 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 investments are computed on the basis of the difference 
between the 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 financial instruments 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 
Fund is the current market quoted bid price. 

(e)	 Foreign currency translation 

(i) 	 Functional and presentation currency 

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

	 The performance of the 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 Fund operates. The financial statements are 
presented in Singapore dollars, which is the 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 dates of the transactions. Foreign exchange gains and 
losses resulting from the settlement of such transactions and from the translation 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. 



23

United European Small and Mid Cap Fund
(Constituted under a Trust Deed in the Republic of Singapore)

NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2011

2.	 Significant accounting policies (continued) 

(f)	 Expenses charged to the Fund

	 All direct expenses relating to the 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 Fund based on the respective Fund’s net asset value.

3.	 Income tax
			   2011	 2010
			   $	 $

	 Overseas income tax	 47,392 	  47,988  	

	 The Fund was granted the status of a Designated Unit Trust and, therefore, the following income is 
exempt 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 Singapore 
Income Tax Act); and

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

The overseas income tax represents tax withheld on foreign sourced income.

	 The Fund is required to recognise a tax liability when it is probable that the tax laws of foreign 
countries require a tax liability to be assessed on the Fund’s gains on investments sourced from such 
foreign countries, assuming the relevant taxing authorities have full knowledge of all the facts and 
circumstances. The tax liability is then measured at the amount expected to be paid to the relevant 
taxation authorities using the tax laws and rates that have been enacted or substantively enacted 
by the end of the reporting period. There is sometimes uncertainty about the way enacted tax law is 
applied to offshore investment funds. This creates uncertainty about whether or not a tax liability will 
ultimately be paid by the Fund. Therefore when measuring any uncertain tax liabilities management 
considers all of the relevant facts and circumstances available at the time which could influence the 
likelihood of payment, including any formal or informal practices of the relevant tax authorities.

 
	 As at 30 June 2011 and 2010, the Fund has uncertain taxes exposure with respect to gains on 

investment of which the tax liability is estimated to be nil. While this represents the Manager’s best 
estimate, the estimated value could differ significantly from the amount ultimately payable.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2011

4.	 Receivables
			   2011	 2010
			   $	 $

	 Amounts receivable for creation of units	  449 	  400 
	 Dividend receivable	  14,199 	  2,726 
	 Other receivable	  - 	  2,184 	
			    14,648 	  5,310   	

5.	 Payables
			   2011	 2010
			   $	 $

	 Amounts payable for cancellation of units	  57,552 	  3,117 
	 Amount due to Manager	  57,411 	  59,249 
	 Amount due to Trustee	  1,269 	  2,276 
	 Other creditors and accrued expenses	 16,979 	  17,245 	
			     133,211 	  81,887  	
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2011

6.	 Net assets attributable to unitholders
			   2011	 2010
			   $	 $

	 At the beginning of the financial year	  11,119,223 	  11,246,783
	
	 Operations	
	 Change in net assets attributable to unitholders resulting 
	    from operations	  2,257,247 	  679,902
	
	 Unitholders’ contributions/(withdrawals)	
	 Creation of units	 340,796 	  173,294 
	 Cancellation of units	  (2,398,527)	  (980,756)

	
	 Change in net assets attributable to unitholders resulting	
	    from net creation and cancellation of units	  (2,057,731)	  (807,462)	
	
	 Total increase/(decrease) in net assets attributable			 
	    to unitholders	  199,516 	  (127,560)	
	
	 At the end of the financial year	  11,318,739 	  11,119,223  	
	
	 Units in issue (Note 7)	   15,543,095 	  18,388,456 	
	
			   $	 $
	 Net assets attributable to unitholders per unit	  0.73 	  0.60 	
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2011

7. 	 Units in issue
			   2011	 2010

	 Units at beginning of the year	  18,388,456 	  19,634,777 
	 Units created	  471,546 	  256,036 
	 Units cancelled	  (3,316,907)	  (1,502,357)	
	 Units at end of the year	    15,543,095 	  18,388,456   	

8.	 Financial risk management

	 The 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 Fund’s overall risk management programme 
seeks to minimise potential adverse effects on the Fund’s financial performance. The 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 Fund at any time as part of the 
overall financial risk management to reduce the Fund’s risk exposures.

	 The Fund’s assets principally consist of financial instruments such as equity investments, money 
market investments and cash. They are held in accordance with the published investment policies 
of the 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 Fund’s investments are substantially dependent on changes in market prices. The 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 Fund. Guidelines are set to reduce 
the Fund’s risk exposures to market volatility such as diversifying the portfolio by investing 
across various geographies, alternatively, the Fund may be hedged using derivative strategies.

(i)	 Foreign exchange risk

	 The Fund has securities denominated in currencies other than the Singapore dollars 
and it may be affected favorably or unfavorably by exchange rate regulations or 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 Fund.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2011

8.	 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 
Fund.	

	 As at 30 June 2011
		  SGD	 EUR	 GBP	 Others	 Total
		  $	 $	 $	 $	 $
	 Assets
	 Portfolio of investments	  - 	  4,960,562 	  3,895,546 	  2,313,955 	  11,170,063 
	 Receivables	  449 	  1,389 	  12,804 	  6 	  14,648 
	 Sales awaiting settlement	  - 	  - 	  - 	  83,768 	  83,768 
	 Cash and bank balances	 349,534 	  304 	  - 	  20,516 	  370,354 		
	 Total Assets	    349,983 	  4,962,255 	  3,908,350 	  2,418,245 	  11,638,833   		

	 Liabilities
	 Payables	  133,211 	  - 	  - 	  - 	  133,211 
	 Purchases awaiting 					   
	    settlement	  - 	  119,368 	  67,515 	  - 	  186,883 
	 Net assets attributable
 	    to unitholders	  11,318,739 	  - 	  - 	  - 	  11,318,739 		
	 Total Liabilities	    11,451,950 	  119,368 	  67,515 	  - 	  11,638,833   		

	 Net currency
	    exposure	     (11,101,967)	  4,842,887 	  3,840,835 	  2,418,245  		
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2011

8.	 Financial risk management (continued)

(a) 	 Market risk (continued)

(i)	 Foreign exchange risk (continued)

	 As at 30 June 2010
		  SGD		  EUR		  GBP		  Others		  Total
		  $		  $		  $		  $		  $
	 Assets
	 Portfolio of investments	  - 	  4,129,383 	 4,062,318 	  2,796,698 	  10,988,399 
	 Receivables	  2,584 	  - 	  2,506 	  220 	  5,310 
	 Cash and bank balances	 460,771 	  1,532 	  - 	  10,414 	  472,717  		   
	 Total Assets	   463,355 	  4,130,915 	 4,064,824 	  2,807,332 	  11,466,426   		

	 Liabilities
	 Payables	  80,035 	  - 	  1,852 	  - 	  81,887 
	 Purchases awaiting
	   settlement	  - 	  - 	  265,316 	  - 	  265,316 
 	 Net assets attributable	
	    to unitholders	  11,119,223 	  - 	  - 	  - 	  11,119,223  		
	 Total Liabilities	  11,199,258 	  - 	  267,168 	  - 	  11,466,426		

	 Net currency
	    exposure	  (10,735,903)	  4,130,915 	 3,797,656 	  2,807,332  			

	 Investments, which is the significant item in the balance sheet is exposed to currency risk 
and other price risk. The other price risk sensitivity analysis includes the impact of currency 
risk on non-monetary investments. The Fund’s net financial assets comprise significantly non-
monetary investments, hence currency risk sensitivity analysis has not been prepared on the 
remaining financial assets.	
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8.	 Financial risk management (continued)

(a) 	 Market risk (continued)

(ii)	 Price risk

	 Price risk is the risk of potential adverse changes to the value of financial investments 
because of changes in market conditions and volatility in security prices.

	 The table below summarises the impact of increases/decreases from the Fund’s 
underlying investments in equities on the Fund’s net assets attributable to unitholders 
at 30 June 2011 and 2010. The analysis is based on the assumption that the index 
components within the benchmark increased/ decreased by a reasonable possible shift, 
with all other variables held constant and that the fair value of Fund’s investments moved 
according to the historical correlation with the index. 

		  2011	 2010
Benchmark component	 Net impact to		  Net impact to
	 net assets 		  net assets

		  attributable to		  attributable to
		  unitholders		  unitholders
		  $	 %	  $ 	 %
	

	 MSCI Europe Mid Cap	    2,189,332 	  20 	  2,175,703 	  20  		

(iii)	 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.

	 The Fund’s financial assets and liabilities are largely non-interest bearing. Hence, the 
Fund is not subjected to risk due to fluctuations in the prevailing levels of market interest 
rates.

(b) 	 Liquidity risk

	 The Fund is exposed to daily cash redemptions and disbursements for the settlements of 
purchases. The Manager therefore ensures that the 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 Fund’s investments in listed securities are considered to be readily realisable as they are 
listed on established regional stock exchanges. 
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2011

8.	 Financial risk management (continued)

(b) 	 Liquidity risk (continued)

	 The table below analyses the 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 30 June 2011
		  Less than	 3 months to	 1-5	 Above
		  3 months 	 1 year	 years	 5 years
		  $	 $	  $ 	 $
	
	 Payables	  133,211 	  - 	  -	  -
	 Purchases awaiting settlement	  186,883 	  - 	  -	  -  
	 Net assets attributable to unitholders	  11,318,739 	  -	  - 	  - 		

	 As at 30 June 2010
		  Less than	 3 months to	 1-5	 Above
		  3 months 	 1 year	 years	 5 years
		  $	 $	  $ 	 $
	
	 Payables	  81,887 	  -       	  -       	  -  
	 Purchases awaiting settlement	  265,316 	  -       	  -       	  -       
	 Net assets attributable to unitholders	  11,119,223 	  -       	  -       	  -       		

(c)	 Credit risk

	 The Fund takes on exposure to credit risk, which is the risk that a counterparty will be 
unable to pay amounts in full when due. The Fund’s credit risk is concentrated on amounts or 
securities receivable on the sale and purchase of investments respectively. In order to mitigate 
exposure to credit risk, all transactions in listed securities are settled/paid for upon delivery and 
transacted with approved counterparties using an approved list of brokers that are regularly 
assessed and updated by the Manager.
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8.	 Financial risk management (continued)

(c)	 Credit risk (continued)

	 The table below summarises the credit rating of banks and custodians in which the Fund’s 
assets are held as at 30 June 2011 and 2010.  

	 As at 30 June 2011
			   Credit	 Source of
		   	 rating	 credit rating
		    
	 Bank	
	 State Street Bank & Trust Co.	   	 B	 Moody’s
	 United Overseas Bank Limited	    	 B	 Moody’s

	 Custodian	
	 State Street Bank & Trust Co.	   	 B	 Moody’s		

	 As at 30 June 2010
			   Credit	 Source of
		   	 rating	 credit rating
		    
	 Bank	
	 State Street Bank & Trust Co.	   	 B	 Moody’s
	 United Overseas Bank Limited	    	 B	 Moody’s

	 Custodian	
	 State Street Bank & Trust Co.	   	 B	 Moody’s		

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

(d)	 Capital management

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

(a)	 The Manager of the Fund is UOB Asset Management Ltd, a subsidiary of United Overseas 
Bank Limited. With effect from 1 March 2011, RBC Dexia Trust Services Singapore Limited 
retired as the Trustee of the Fund and the new Trustee is HSBC Institutional Trust Services 
(Singapore) Limited. RBC Dexia Trust Services Singapore Limited is a subsidiary of RBC 
Investor Services, a joint venture between Dexia Banque Internationale A. Luxembourg 
S.A. and Royal Bank Of Canada. HSBC Institutional Trust Services (Singapore) Limited is a 
subsidiary of HSBC Holdings Plc. 

	 Management and valuation fees are paid to the Manager, while trustee fee is paid to the 
respective trustee for the relevant period and the registrar fee is paid to HSBC Institutional 
Trust Services (Singapore) Limited, 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.

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

			   2011	 2010
			   $	 $
		  United Overseas Bank Limited

Bank balances	  23,532 	  18,838  	

									      
(c)	 The following transactions took place during the financial year between the Fund and United 

Overseas Bank Limited at terms agreed between the parties as follows:			
	

			   2011	 2010
			   $	 $

		  Bank charges	  149 	  30 	
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10.	 Financial ratios

			   2011	 2010

		  Expense ratio1	 2.78%	 2.61%
Turnover ratio2	 91.31%	 101.51%	

	 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. The Fund does not pay any 
performance fees.

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