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A)	 Fund Performance
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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 Fund gained 12.49% on a net asset value basis for the period. The Fund’s investment strategy 
seeks to achieve a return above cash deposits.  During the period, the six-month Singapore dollar return 
was 0.6% (Citigroup 6 months Singapore dollar Euro-deposit); the average 6- month deposit rate was 
0.625%.  The Fund’s strategy of reducing its exposures in the quasi-government and government sectors 
in the developed markets and investing in Asian corporate bonds and Australian dollar denominated 
floating rate notes benefited performance during the period.

The Fund invests broadly into a variety of debt classes and across many currencies.  At the end of the 
period, the Fund was invested mostly in corporate bonds (86% of the portfolio).  By geography, the Fund 
was invested as follows: Developed Markets (31%), Asia ex Singapore (27%), Emerging Markets (4%) 
and Singapore (31%).  

As at 31 December 2009, the Fund’s average duration was 2.6 years, and with a yield of 5.3% (primarily 
from the Fund’s holding of higher yielding Asian bonds.) The implied average rating of the bonds in the 
portfolio was Investment Grade, equivalent to Moody’s Baa3/ S&P BBB-. 

Market Review & Outlook

Financial markets were driven in the first quarter of 2009 by worries of a global economic depression, 
the risks of bank nationalization in the US & UK, and downgrades in sovereign countries (Portugal, 
Greece and Spain). Risk appetite however reversed sharply in the following three quarters as the 
banking systems in the US and Europe were stabilized and leading economic indicators turned upwards. 
The recovery of the US Institute of Supply Management index in particular boosted confidence and a 
recovery in global trade.  The Asian economies with large export sectors (Taiwan, Singapore and South 
Korea), which had earlier suffered precipitous declines, were among the quickest to rebound. Other 
trading partners of the US also recovered as the US emerged out of recession. 

The improvement in the global economy and financial market was supported by repeated reassurance 
from the major central banks that monetary policy would be kept accommodative insofar as the recovery 
remains uncertain. The aggressive fiscal actions undertaken by many governments also provided a 
much needed replacement for the collapse in private demand as job losses were widespread and 
severe, especially in the developed economies. 
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Equity and corporate bond markets rallied sharply as the economic outlook improved while government 
bond markets sold off on concerns of greater debt supply (to fund the many government rescue 
programmes) and also the risk of excessive liquidity resulting in higher inflation down the road.  Corporate 
profits also recovered over the course of 2009 which further boosted confidence in the operating and 
investing environment.  

Inflation during the period remained benign, though it returned to positive territory in the second half 
of 2009 as the base effects  from the earlier collapse of prices wore off.  Although commodity prices 
recovered strongly in 2009, core inflation remained well behaved.  Surplus capacity (high unemployment 
rate and low factory capacity utilization) and cautious business sentiment are probably factors that are 
keeping the rise in raw material prices from being fully passed through. Furthermore, although monetary 
conditions remain very loose, credit growth has not recovered in the developed economies as banks 
remain cautious about lending.  The large holdings of excess reserves in the US banking system reflect 
the high degree of caution at the lending institutions.

We are adopting a cautious strategy in light of the improving global economy and the looming withdrawal 
of past economic stimulus.  Even if official interest rates are slow to adjust to neutral levels, the bond 
markets will move to price these hikes ahead of official actions. We stay short duration as near term, 
the key central banks are unlikely to hike interest rates. Inflation fears are also likely to affect the longer 
duration bonds. We prefer corporate bonds to government bonds given the recovery of the global 
economy and the improvement in corporate earnings. We will continue to add more floating rates 
securities, especially in countries which will benefit from the firmer global economy, such as Australia.  
The Fund will also reduce its exposure to the US dollar as the economic recovery of the US is likely 
to be anaemic and this will likely keep the currency weak. We prefer exposure to the higher yielding 
currencies. 
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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 

		  Quoted Bonds
		  Australia	  915,392 	  1.98 
		  Canada	  2,414,523 	  5.22 
		  China	  1,499,425 	  3.24 
		  France	  149,463 	  0.32 
		  Germany	  589,762 	  1.28 
		  Hong Kong	  2,175,930 	  4.70 
		  Indonesia	  1,193,460 	  2.58 
		  Malaysia	  2,675,234 	  5.80 
		  Philippines	  1,402,697 	  3.03 
		  Singapore	  14,333,918 	  31.01 
		  South Korea	  2,984,283 	  6.45 
		  Supra National	  1,939,181 	  4.20 
		  Taiwan	  599,508 	  1.30 
		  United Kingdom	  1,556,644 	  3.37 
		  United States	  8,567,428 	  18.53 

		  Portfolio of investments	 42,996,848	 93.01
		  Other net assets	 3,230,708	 6.99  

		  Total	 46,227,556	 100.00

	 ii)	 Industry

		  Consumer Discretionary	  2,414,648 	 5.22
		  Energy	  875,500 	 1.89
		  Financials 	  21,341,939 	 46.17
		  Government	  509,955 	 1.10
		  Government Agency	  1,464,247 	 3.17
		  Healthcare	  1,556,644 	 3.37
		  Industrials	  587,981 	 1.27
		  Local Government	  585,128 	 1.27
		  Property Trust	  9,191,807 	 19.89
		  Sovereign Guaranteed	  610,631 	 1.32
		  Special Purpose Entity	  2,709,314 	 5.86
		  Utilities	 1,149,054	 2.48

		  Portfolio of investments	 42,996,848	 93.01
		  Other net assets	 3,230,708	 6.99

		  Total	 46,227,556	 100.00
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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)

			   Fair Value	 % of NAV
			   (S$)	   

	 iii)	 Asset Class

		  Fixed Income	 42,996,848	 93.01
		  Other net assets	 3,230,708	 6.99

	 	 Total 	 46,227,556	 100.00

	 iv)	 Credit rating of debt securities of S&P

		  AAA	 2,528,943	 5.48
		  AA	 2,776,976	 6.01
		  A	 11,163,638	 24.16
		  BBB	 7,125,068	 15.41
		  BB	 3,088,187	 6.67
		  B	 870,471	 1.88
		  NA	 15,443,565	 33.40

		  Total	 42,996,848	 93.01

	 v)	 Credit rating of debt securities of Moody’s

		  Aaa	 1,313,455	 2.84
		  Aa	 4,994,552	 10.80
		  A	 14,146,228	 30.60
		  Baa	 10,839,684	 23.45
		  Ba	 3,110,457	 6.73
		  NA	 8,592,472	 18.59

		  Total	 42,996,848	 93.01
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C) 	 Top Ten Holdings 

	 The top 10 holdings as at 31 December 2009 and 31 December 2008

	 10 largest holdings at 31 December 2009
				    Pecentage of
				    total net assets
				    attributable to
			   Fair Value	 unitholders
			   (S$)	 %

	 ASCENDAS REAL ESTATE INV 4.75% DUE 29/4/2011	 3,086,176	 6.68
	 CAPITACOMMERCIAL TRUST 3.15% DUE 24/1/2011	 3,050,921	 6.60
	 DAIMLERCHRYSLER CANADA FIN 5.75% DUE 10/8/2011	 2,414,523	 5.22
	 SUNSHINE ASSETS LTD EMTN (BR) 2.78% DUE 11/2/2011	 2,020,383	 4.37
	 CAPITAMALL TRUST CB 1% DUE 2/7/2013	 2,013,722	 4.36
	 AMER EXPRESS CREDIT CO FRN DUE 12/4/2010	 1,900,660	 4.11
	 ASTRAZENECA PLC 5.40% DUE 15/9/2012	 1,556,644	 3.37
	 MORGAN STANLEY 10.09% DUE 3/5/2017	 1,520,097	 3.29
	 KOREA LAND & HOUS CORP 4.875% DUE 10/9/2014	 1,245,700	 2.69
	 BANK OF AMERICA CORP FRN DUE 14/2/2014	 1,219,491	 2.64

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

	 PT BK DANAMON INDONESIA 7.65% DUE 30/3/14	 5,067,622	 6.35
	 SUNSHINE ASSETS LTD EMTN (BR) 2.78% DUE 11/02/2011	 4,596,958	 5.76
	 GENERAL ELECTRIC CAP CORP 3% DUE 09/12/11 (FDIC)	 4,485,818	 5.62
	 GENERAL ELECTRIC CAP CORP 4.25% DUE 31/01/2013	 4,274,301	 5.36
	 L-BANK BW FOERDERBANK 4% DUE 13/02/2009	 4,146,422	 5.20
	 CAPITACOMMERCIAL TRUST 3.15% DUE 24/1/2011	 3,076,364	 3.86
	 EXPORT-IMPORT BK KOREA 3.105% DUE 10/9/2009	 3,059,048	 3.84
	 CITIGROUP FUNDING INC 3.315% DUE 26/3/2009	 3,041,163	 3.81
	 ASFINAG 3.25% DUE 19/10/2009	 3,030,180	 3.80
	 UK TREASURY 4% DUE 07/09/2016	 2,925,905	 3.67
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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	 29,966,472	  363,595 	  0.79 	  (173,354)	  (0.38)
	 Option contracts	 238,014	  29,834 	 0.06	  -   	  -   

ii)	 There was a net loss of SGD 673,719 on derivative contracts realised for the financial year 
ended 31 December 2009.

iii)	 There was a net gain of SGD 220,075 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	 % of NAV
			   (S$)	

	 ASCENDAS REAL ESTATE INV 4.75% DUE 29/4/2011	  3,086,176 	 6.68
	 CAPITACOMMERCIAL TRUST 3.15% DUE 24/1/2011	  3,050,921 	 6.60
	 CAPITAMALL TRUST CB 1% DUE 2/7/2013	  2,013,722 	 4.36
	 SUNTEC REIT 3.25% DUE 20/3/2013	  1,040,988 	 2.25

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 financial year ended 31 December 2009

	 Total amount of redemptions	 SGD	 42,567,460
	 Total amount of subscriptions	 SGD	  3,143,586

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	  8,020 
		  Fixed deposits	 SGD	 1,500,000
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H)	� The amount and terms of related-party transactions for the financial year ended  
31 December 2009 (continued)

ii)	 Purchase/holdings of UOBAM unit trusts by UOB or its affiliated companies as at  
31 December 2009

	 Holdings of United International Bond Fund as at 31 December 2009 were as follows:-

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

	 a)	 United Overseas Insurance -	 1,800,000.00	 1.000	 1,800,000.00	
		     Shareholders’ Fund
	
	 b)	 United Overseas Insurance - 	 3,500,000.00	 1.000	 3,500,000.00	
		     Singapore Insurance Fund
	
	 c)	 Union-Overseas Insurance Fund	 1,400,000.00	 1.000	 1,400,000.00	
	
	 d)	 Union-Singapore Insurance Fund	 800,000.00	 1.000	 800,000.00	
	
	 e)	 UOBAM Trust USBID	 29,866,942.07	 1.000	 29,866,942.07	

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	 0.70%
	 31 December 2008	 0.66%

	 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

	 31 December 2009	 62.08%
	 31 December 2008	 85.33%

	 Note:	 The turnover is calculated in accordance with the formula stated in the “Code on Collective Investment Schemes”.
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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 to hold the assets of United International Bond 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 37 comprising the 
Statement of Total Return, Balance Sheet, Portfolio Statements 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.

For and on behalf of the Trustee
HSBC INSTITUTIONAL 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 13 to 37, 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 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

TERENCE ONG 
Authorised signatory

22 March 2010
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INDEPENDENT AUDITOR’S REPORT TO THE UNITHOLDERS OF
UNITED INTERNATIONAL BOND FUND
(Constituted under a Trust Deed in the Republic of Singapore)

We have audited the financial statements of United International Bond Fund (the “Fund”) set out on 
pages 13 to 37, 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
Dividends		   23,085 	  15,083 
Interest 		   1,448 	  62,548 
Other income		   - 	  103,521 

		  24,533 	  181,152 

	
Less: Expenses	
Management fee	 12	  305,412 	  556,688 
Trustee fee	 12	  30,541 	  55,669 
Audit fee	  	 13,006 	  12,104 
Registrar fee	 12	  16,049 	  16,050 
Custody fee		   19,504 	  27,426 
Interest expenses		   20 	  56 
Other expenses		   34,522 	  18,673 

		   419,054 	  686,666 

	
Net loss		   (394,521)	  (505,514)

	
Net gains or losses on value of investments	
Net realised gain/(loss) on investments		   2,316,019 	  (4,240,393)
Net change in fair value on investments 		   6,014,647 	  (6,301,167)
Net realised (loss)/gain on financial derivatives		   (673,719)	  4,402,413 
Net change in fair value on financial derivatives		   220,075 	  (491,597)
Net foreign exchange loss		   (632,172)	  (1,437,007)

Net gain/(loss) on value of investments		   7,244,850 	  (8,067,751)

	
Total return/(deficit) for the year before income tax		   6,850,329 	  (8,573,265)
Less: Income tax	 3	  - 	  (57,312)

Total return/(deficit) for the year after income tax
   before distribution		  6,850,329 	  (8,630,577)
Less: Proposed distribution	 7	  (952,002)	  - 

Total return/(deficit) for the year		   5,898,327 	  (8,630,577)

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		   42,996,848 	  78,350,841 
Receivables	 5	  14,688 	  - 
Cash and bank balances	 4	  4,101,940 	  2,023,818 
Financial derivatives at fair value	 8	  393,429 	  746,482 

Total Assets		   47,506,905 	  81,121,141 

		
LIABILITIES		
Payables		 6	  153,993 	  129,959 
Financial derivatives at fair value	 8	  173,354 	  1,238,079 
Proposed distribution of income	 7	  952,002 	  - 
Net assets attributable to unitholders	 9	  46,227,556 	  79,753,103 

Total Liabilities		   47,506,905 	  81,121,141 

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 

AUSTRALIA 
GE CAP AUSTRALIA FUNDING FRN DUE 17/8/2012	  750,000 	  915,392 	  1.98 

	
CANADA	
DAIMLERCHRYSLER CANADA FIN 5.75% 
   DUE 10/8/2011	  1,000,000 	  2,414,523 	  5.22 

	
CHINA	
CMHI FINANCE CAYMAN INC 5.375% 
   DUE 9/3/2015	  400,000 	  587,981 	  1.27 
COUNTRY GARDEN HLDG CO 11.75% 
   DUE 10/9/2014	  625,000 	  911,444 	  1.97 

TOTAL CHINA		   1,499,425 	  3.24 

	
FRANCE	
CREDIT AGRICOLE SA 9.75% DUE 26/6/2049	  100,000 	  149,463 	  0.32 

	
GERMANY	
KREDIT FUER WIEDERAUFBAU 8% DUE 1/2/2011	  5,000,000 	  589,762 	  1.28 

	
HONG KONG	
GAIN SILVER FINANCE 6.375% DUE 25/8/2016	  600,000 	  864,147 	  1.87 
HENSON FINANCE LTD 5.50% DUE 17/9/2019	  500,000 	  688,931 	  1.49 
PACIFIC CENTURY 5.875% DUE 17/12/2014	  500,000 	  622,852 	  1.34 

TOTAL HONG KONG		   2,175,930 	  4.70 

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 

INDONESIA	
INDOSAT FINANCE CO 7.75% DUE 5/11/2010	  300,000 	  435,213 	  0.94 
MAJAPAHIT HOLDING BV 7.75% DUE 17/10/2016	  300,000 	  454,219 	  0.98 
MAJAPAHIT HOLDING BV 8% DUE 7/8/2019	  200,000 	  304,028 	  0.66 
ONGKO INTL FIN CO BV 10.5% DUE 31/12/2049 DF	  500,000 	  - 	  - 

TOTAL INDONESIA		   1,193,460 	  2.58 

	
MALAYSIA	
AMBB CAPITAL LTD 6.77% DUE 29/1/2049	  400,000 	  473,328 	  1.02 
MALAKOFF CORP BHD 9% DUE 30/4/2057	  1,000,000 	  390,807 	  0.85 
PETRONAS GLOBAL SUKUK LT 4.25% 
   DUE 12/8/2014	  500,000 	  702,073 	  1.52 
PUBLIC BANK BERHAD 6.84% DUE 22/8/2036	  400,000 	  523,898 	  1.13 
SARAWAK INTERNATIONAL 5.50% DUE 3/8/2015	  400,000 	  585,128 	  1.28 

TOTAL MALAYSIA		   2,675,234 	  5.80

PHILIPPINES		
CE CASECNAN WTR & ENERGY 11.95% 
   DUE 15/11/2011	  15,999 	  22,271 	  0.05 
DEV BANK PHILIPPINES 8.375% DUE 15/9/2049	 600,000 	  870,471 	  1.88 
REPUBLIC OF PHILIPPINES 6.25% DUE 15/3/2016	  250,000 	  509,955 	  1.10 

TOTAL PHILIPPINES		   1,402,697 	  3.03 

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	
ASCENDAS REAL ESTATE INV 4.75% 
   DUE 29/4/2011	  3,000,000 	  3,086,176 	  6.68 
BLR 5.875% DUE 26/9/2000 (DF)	  250,000 	  125 	  - 
CAPITACOMMERCIAL TRUST 3.15% 
   DUE 24/1/2011	  3,000,000 	  3,050,921 	  6.60 
CAPITAMALL TRUST CB 1% DUE 2/7/2013	  2,000,000 	  2,013,722 	  4.36 
CITY DEVELOPMENTS LTD 3.38% DUE 25/4/2012	  1,000,000 	  1,011,937 	  2.19 
DBS BANK LTD SPORE 4.47% DUE 15/7/2021	  250,000 	  242,729 	  0.53 
DBS CAPITAL FUNDING CORP 7.657% 
   DUE 15/3/2049	  625,000 	  896,383 	  1.94 
OCBC NON CUM, NON-CON PPS 3.93% 
   DUE 20/9/2049	  2,500 	  209,500 	  0.45 
OCBC NON-CUM PREF SHS 5.10% DUE 29/12/2049	  2,600 	  265,200 	  0.57 
SUNSHINE ASSETS LTD EMTN (BR) 2.78% 
   DUE 11/2/2011	  2,000,000 	  2,020,383 	  4.37 
SUNTEC REIT 3.25% DUE 20/3/2013	  1,000,000 	  1,040,988 	  2.25 
UNITED OVERSEAS LAND LTD 3.34% 
   DUE 15/5/2012	  500,000 	  495,854 	  1.07 

TOTAL SINGAPORE		   14,333,918 	  31.01 

	
SOUTH KOREA	
HANA BANK 6.5% DUE 9/4/2012	  400,000 	  610,631 	  1.32 
HYUNDAI CAPITAL SERVICES INC 5.50% 
   DUE 23/11/2010	  200,000 	  286,736 	  0.62 
KOREA EXCHANGE BANK 5% DUE 10/6/2015	  340,000 	  471,513 	  1.02 
KOREA LAND & HOUS CORP 4.875% 
   DUE 10/9/2014	  850,000 	  1,245,700 	  2.69 
KOREA LAND & HOUSING CORP 5.75% 
   DUE 30/5/2014	  150,000 	  218,547 	  0.47 
KOREA NATIONAL OIL CORP 5.375% 
   DUE 30/7/2014	  100,000 	  151,156 	  0.33 

TOTAL SOUTH KOREA		   2,984,283 	  6.45 

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 

SUPRA NATIONAL
EUROPEAN BANK RECON & DEV 9.50% 
   DUE 6/11/2013	  900,000 	  726,613 	  1.57 
INTL BK RECON & DEVET 6.50% DUE 11/9/2013	  6,600,000 	  723,693 	  1.57 
INT’L FINANCE CORP 9.25% DUE 15/3/2013	  600,000 	  488,875 	  1.06 

TOTAL SUPRA NATIONAL		   1,939,181 	  4.20 

	
TAIWAN	
CHINATRUST COMMERCIAL BANK 5.625% 
   DUE 17/3/2049	  500,000 	  599,508 	  1.30 

	
UNITED KINGDOM	
ASTRAZENECA PLC 5.40% DUE 15/9/2012	  1,000,000 	  1,556,644 	  3.37 

UNITED STATES	
AMER EXPRESS CREDIT CO FRN DUE 12/4/2010	  1,500,000 	  1,900,660 	  4.11 
BANK OF AMERICA CORP FRN DUE 14/2/2014	  1,000,000 	  1,219,491 	  2.64 
BANK OF AMERICA CORP FRN DUE14/2/2017	  500,000 	  523,782 	  1.13 
JP MORGAN & CO FRN DUE 26/9/2013	  500,000 	  986,991 	  2.14 
CITIGROUP INC 4.98% DUE 20/6/2013	  1,000,000 	  1,025,677 	  2.21 
CITIGROUP INC FRN DUE 16/1/2012	  500,000 	  1,085,790 	  2.35 
GENERAL ELEC CAP CORP 9.50% DUE 4/8/2010	  2,700,000 	  304,940 	  0.66 
MORGAN STANLEY 10.09% DUE 3/5/2017	  2,000,000 	  1,520,097 	  3.29 

TOTAL UNITED STATES		   8,567,428 	  18.53 

	
Portfolio of investments		   42,996,848 	  93.01 
Other net assets		   3,230,708 	  6.99 

Net assets attributable to unitholders		   46,227,556 	  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

Australia	  1.98 	  - 
Austria	  - 	  3.80 
Canada	  5.22 	  5.64 
China	  3.24 	  1.26 
France	  0.32 	  - 
Germany	  1.28 	  5.20 
Hong Kong	  4.70 	  1.74 
Indonesia	  2.58 	  6.88 
Malaysia	  5.80 	  4.40 
Philippines	  3.03 	  1.54 
Singapore	  31.01 	  27.66 
South Korea	  6.45 	  4.72 
Supra National	  4.20 	  - 
Taiwan	  1.30 	  0.58 
Ukraine	  - 	  0.14 
United Kingdom	  3.37 	  5.61 
United States	  18.53 	  29.07 

	
Portfolio of investments	  93.01 	  98.24 
Other net assets	  6.99 	  1.76 

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 Discretionary	  2,414,648 	  5.22 	  2.51 
Consumer Staples	  - 	  - 	  0.26 
Energy	  875,500 	  1.89 	  0.16 
Financials 	  21,341,939 	  46.17 	  47.51 
Government	  509,955 	  1.10 	  4.23 
Government Agency	  1,464,247 	  3.17 	  12.84 
Healthcare	  1,556,644 	  3.37 	  1.94 
Industrials	  587,981 	  1.27 	  4.84 
Local Government	  585,128 	  1.27 	  0.61 
Property Trust	  9,191,807 	  19.89 	  7.10 
Regional Authority	  - 	  - 	  1.93 
Sovereign Guaranteed	  610,631 	  1.32 	  11.19 
Special Purpose Entity	  2,709,314 	  5.86 	  - 
Telecommunication Services	  -   	  -   	  1.17 
Utilities	  1,149,054 	  2.48 	  1.95 	
			 
Portfolio of investments	  42,996,848 	  93.01 	  98.24 
Other net assets	  3,230,708 	  6.99 	  1.76 	
Net assets attributable to unitholders	  46,227,556 	  100.00 	  100.00 	

The accompanying notes form an integral part of these financial statements.



United International Bond Fund
(Constituted under a Trust Deed in the Republic of Singapore)

21

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 International Bond Fund (the “Fund”) is a Singapore-registered trust fund constituted by a 
Trust Deed dated 30 April 1987 between UOB Asset Management Ltd (the “Manager”) and HSBC 
Institutional Trust Services (Singapore) Limited (the “Trustee”). The Deed is governed by the laws of 
the Republic of Singapore. 

	 The primary activity of the Fund is to invest in global bonds and money market instruments 
issued by the government, statutory bodies or other public or private entities of Singapore and by 
sovereign states or governments or corporations or government related bodies in both developed 
and emerging markets around the world, although the Manager may also invest the assets of the 
Fund in shares, stocks, bonds, debentures, debenture stocks, loans, loan stocks, warrants or any 
other security selected by them. 

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 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 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 sales 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. Accrued interest is incorporated in the fair value 
of fixed income instruments.  

(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 and United States dollars.

	 The performance of the Fund is measured and reported to the investors in Singapore 
dollars. The Manager considers  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 such as equities 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 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 values.	

(h)	 Distribution policy

	 The Manager has the absolute discretion to determine whether a distribution is to be made. In 
such an event, an appropriate amount will be transferred to a distribution account to be paid 
out on the distribution date. This amount shall not be treated as part of the property of the 
Fund.  

3.	 Income tax	
 			   2009	 2008
			   $	 $

	 Overseas income tax	  - 	  57,312 	

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.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009

4.	 Cash and bank balances
 			   2009	 2008
			   $	 $

	 Cash at bank	  2,601,940 	  2,023,818 
	 Fixed deposit with a financial institution	  1,500,000 	  - 	
			    4,101,940 	  2,023,818 	

	 The weighted average effective interest rate of the fixed deposit with a financial institution as at  
31 December 2009 was 0.13% per annum (2008: Nil% per annum) maturing within 6 days (2008: 
Nil days) from the balance sheet date.	

5.	 Receivables	
 			   2009	 2008
			   $	 $
			 
	 Amount due from unitholders	  9,806 	  - 
	 Interest receivable	  5 	  - 
	 Other receivable	  4,877 	  - 

			    14,688 	  - 

6.	 Payables
 			   2009	 2008
			   $	 $
			 
	 Amount due to unitholders	  65,977 	  - 
	 Amount due to Manager	  66,101 	  104,380 
	 Amount due to Trustee	  6,015 	  10,438 
	 Other creditors and accrued expenses	  15,900 	  15,141 

			    153,993 	  129,959 

7.	 Proposed distribution of income
 			   2009	 2008
			   $	 $
			 
	 Proposed  final distribution of income amounting to	  
	    $ 2.00 per 100 units on 47,600,079 units (2008: Nil)	  952,002 	  -
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009

8.	 Financial derivatives

	 Financial derivative contracts comprise foreign exchange contracts for the sale and purchase of 
foreign currencies. 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 	
				    principal 	 Positive	 Negative
				    amount	 fair value 	 fair value 
				    $	 $	 $
					   
	 Forward foreign exchange contracts	 29,966,472	  363,595 	  173,354 
	 Option contracts	 238,014	  29,834 	  - 

	  				    393,429 	  173,354 

	
					     2008
				    Contract or 
				    underlying 	
				    principal 	 Positive	 Negative
				    amount	 fair value 	 fair value 
				    $	 $	 $
	
	 Forward foreign exchange contracts	  40,343,828 	  746,482 	  1,238,079  
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009

9.	 Net assets attributable to unitholders
 			   2009	 2008
			   $	 $

 	 At the beginning of the financial year	  79,753,103 	  92,506,464 
	
	 Operations	
	 Change in net assets attributable to unitholders resulting 	  5,898,327 	  (8,630,577)
	    from operations	
	
	 Unitholders’ contributions/(withdrawals)	
	 Creation of units	  3,143,586 	  31,665,745 
	 Cancellation of units	  (42,567,460)	  (35,788,529)
	
	 Change in net assets attributable to unitholders resulting	
	    from net creation and cancellation of units	  (39,423,874)	  (4,122,784)	
	
	 Total decrease in net assets attributable to unitholders	  (33,525,547)	  (12,753,361)	
	
	 At the end of the financial year	  46,227,556 	  79,753,103 

	
	 Units in issue (Note 10)	  47,600,079 	  89,951,190 

	
		  $	 $

	 Net assets attributable to unitholders per unit	 0.97      	 0.89      

10.	 Units in issue
 			   2009	 2008
 
	 Units at beginning of year	  89,951,190 	  95,384,588 
	 Units created	  3,231,721 	  32,676,794 
	 Units cancelled	  (45,582,832)	  (38,110,192)	
	 Units at end of year	  47,600,079 	  89,951,190 		
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2009

11.	 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 fixed interest 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 make 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 favourably or unfavourably 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 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 
Fund.

	 As at 31 December 2009

		  SGD	 EUR	 GBP	 USD	 AUD	 Others	 Total
		  $	 $ 	 $	 $	 $	 $	 $

	 Assets
	 Portfolio of 

   investments	  14,463,212 	 1,496,946 	 3,500,313 	 14,232,265 	 4,559,325 	 4,744,787 	 42,996,848 
Receivables	 10,900	  - 	  - 	  3,788 	  - 	  - 	 14,688 
Financial derivatives	
   at fair value	  - 	  - 	  - 	  29,834	  -   	  - 	  29,834 
Cash and bank	
   balances	  3,955,499 	  2,556 	  8 	  143,877	  -   	  - 	  4,101,940 

Total Assets	 18,429,611	  1,499,502 	 3,500,321 	 14,409,764	  4,559,325 	 4,744,787 	 47,143,310 

	
Liabilities	
Payables	  112,437 	  - 	  - 	  41,556 	  - 	  - 	  153,993 
Proposed 	
   distribution of	
   income	 948,088	  - 	  - 	 3,914	  - 	  - 	  952,002 
Net assets 	
   attributable to	
   unitholders	  46,227,556 	  - 	  - 	  - 	  - 	  - 	 46,227,556 

Total Liabilities	 47,288,081	  - 	  - 	 45,470	  - 	  - 	 47,333,551 

	
Net Assets	  (28,858,470)	 1,499,502 	 3,500,321 	 14,364,294	  4,559,325 	 4,744,787 	  (190,241)

Forward foreign	
   exchange 	
   contracts	
   (notional value)	 18,142,920	  - 	 -	 (14,946,452)	  - 	  - 	

Net currency 	
   exposure	  (10,715,550)	 1,499,502 	 3,500,321	  (582,158)	 4,559,325 	 4,744,787 
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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

		  SGD	 EUR	 GBP	 USD	 AUD	 Others	 Total
		  $	 $ 	 $	 $	 $	 $	 $

	 Assets
	 Portfolio of 

   investments	  28,168,221 	 12,221,766 	 7,814,972 	  25,300,061 	 1,947,230	  2,898,591 	 78,350,841 
Cash and bank 
   balances	  1,897,406 	  27,788	 8	  80,922 	 -	  17,694 	  2,023,818   

Total Assets	 30,065,627 	 12,249,554 	 7,814,980 	  25,380,983 	 1,947,230	  2,916,285	  80,374,659  

Liabilities
Payables	 129,959	  - 	  - 	  - 	 -	  - 	 129,959 
Net assets 
   attributable to 						       
   unitholders	  79,753,103 	  - 	  - 	  - 	 -	  - 	 79,753,103   

Total Liabilities	  79,883,062	  - 	  - 	  - 	 -	  - 	 79,883,062  

Net Assets	  (49,817,435)	 12,249,554 	 7,814,980 	  25,380,983 	 1,947,230 	 2,916,285	 491,597

Forward 
   foreign
   exchange 
   contracts
   (notional 
   value)	  14,457,589 	  (2,289,103)	 (7,687,108)	  (4,973,506)	 -	  -

	 Net currency 	
	    exposure	  (35,359,846)	  9,960,451 	  127,872 	  20,407,477 	 1,947,230	  2,916,285
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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 as 
at 31 December. 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
Currency	 Net impact to	 Net impact to
	 net assets 	 net assets
	 attributable to	 attributable to
	 unitholders	 unitholders
	 $	 %	 $	 %

EUR	 119,960	 8	  697,232 	  7 
GBP	 420,039	  12 	  12,787 	  10 
USD	  (34,929)	  6 	  1,020,374 	  5 
AUD	  775,085 	  17 	  292,084 	  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 Fund holds interest bearing securities that expose the Fund to fair value interest 
rate risk. The Fund holds securities of varying maturities and interest rate sensitivities. 
Movement in market interest rates will affect the valuation of the Fund’s securities by 
varying degrees. The Fund’s policy requires the Investment 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 Fund’s exposure to interest rate risks. They include the 
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	  10,238,423 	 32,758,300 	  125 	 42,996,848 
Receivables	  - 	  - 	  14,688 	  14,688 
Cash and bank balances	  2,601,940 	  1,500,000 	  - 	  4,101,940 
Financial derivatives at fair value	  - 	  - 	  393,429 	  393,429 

Total Assets	  12,840,363 	 34,258,300 	  408,242 	 47,506,905 

	
Liabilities	
Payables	  - 	  - 	  153,993 	  153,993 
Financial derivatives at fair value	  - 	  - 	  173,354 	  173,354 
Proposed distribution of income	  - 	  - 	  952,002 	  952,002 
Net assets attributable
   to unitholders	  - 	  - 	 46,227,556 	 46,227,556 

Total Liabilities	  - 	  - 	 47,506,905 	 47,506,905 
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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	  12,476,830 	 64,971,856 	  902,155 	 78,350,841 
Cash and bank balances	  2,023,818 	  - 	  - 	  2,023,818 
Financial derivatives at fair value	  - 	  - 	  746,482 	  746,482  

Total Assets	  14,500,648 	 64,971,856 	  1,648,637 	 81,121,141

Liabilities
Payables	  - 	  - 	  129,959 	  129,959 
Financial derivatives at fair value	  - 	  - 	  1,238,079 	  1,238,079 
Net assets attributable 
   to unitholders	  - 	  - 	 79,753,103 	 79,753,103  

Total Liabilities	  - 	  - 	 81,121,141 	 81,121,141  

As at 31 December 2009, should interest rates have lowered or risen by 500 basis 
points (“bps”) (31 December 2008: 400 bps) with all other variables remaining constant, 
the increase or decrease in net assets attributable to unitholders for the year would be 
$2,311,378 (2008: $3,190,124).

The 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 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 Fund’s net assets attributable to unitholders of future movements in 
interest rates.	
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11.	 Financial risk management (continued)

(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. 

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 Fund’s financial liabilities and net settled derivative 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
			   $	 $	 $	 $

Derivative financial instruments	
-  inflows	 15,327,903	 4,367,394	  - 	  - 
-  outflows	  (15,202,903)	  (4,317,335)	  - 	  - 
Payables	  153,993 	  - 	  - 	  - 
Proposed distribution of income	  952,002 	  - 	  - 	  - 
Net assets attributable to unitholders	  46,227,556 	  - 	  - 	  - 
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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
			   $	 $	 $	 $

Derivative financial instruments
-  inflows	  30,931,464	  - 	  - 	  - 
-  outflows	  (32,167,699) 	  - 	  - 	  - 
Payables	  129,959 	  - 	  - 	  - 
Net assets attributable to unitholders	  79,753,103 	  - 	  - 	  - 

(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 Fund does not have a concentration of credit risk that arises from an exposure 
to a single counterparty. Furthermore, the 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 Fund invests in financial assets, which have an investment grade as rated by Moody’s. The 
credit ratings are reviewed regularly.

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

	 As at 31 December 2009
	  							       Non
		  Aaa	 Aa	 A	 Baa	 Ba	 B	 rated

Fixed rate securities	 3%	 1%	 22%	 22%	 6%	 -	 17%
Floating rate securities	 -	 9%	 9%	 1%	 1%	 -	 2%
Non-interest bearing	 -	 -	 -	 -	 -	 -	 -
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11.	 Financial risk management (continued)

(c)	 Credit risk (continued)

	 As at 31 December 2008
	  							       Non
		  Aaa	 Aa	 A	 Baa	 Ba	 B	 rated

Fixed rate securities	 29%	 3%	 12%	 12%	 1%	 1%	 23%
Floating rate securities	 1%	 3%	 3%	 1%	 7%	 -	 1%
Non-interest bearing	 -	 -	 -	 -	 -	 -	 1%

	 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 and custodian in 
which the Fund’s assets are held as at 31 December 2009 and 31 December 2008.

As at 31 December 2009
 				    Source of 
		   	 Credit 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
	
Counterparties of forward foreign exchange
   and option contracts	
Citibank NA	 C- 	 Moody’s
JP Morgan Chase Bank NA	 B 	 Moody’s
Standard Chartered Bank	 C+ 	 Moody’s
United Overseas Bank Limited	 B 	 Moody’s
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11.	 Financial risk management (continued)

(c)	 Credit risk (continued)

As at 31 December 2008
 				    Source of 
		   	 Credit 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
	
Counterparties of forward foreign exchange contracts	
Citibank NA	 C	 Moody’s
Standard Chartered Bank	 C+	 Moody’s
United Overseas Bank Limited	 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.

12.	 Related party transactions

(a)	 The Manager and the Trustee of the Fund are UOB Asset Management Ltd and HSBC 
Institutional Trust Services (Singapore) Limited respectively. UOB Asset Management Ltd is a 
subsidiary of United Overseas Bank Limited and HSBC Institutional Trust Services (Singapore) 
Limited is a subsidiary of HSBC Holdings Plc.

	 Management fee is paid to the Manager, while trustee fee is paid to the Trustee and the 
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 are 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.



United International Bond Fund
(Constituted under a Trust Deed in the Republic of Singapore)

37

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 Fund maintained the following accounts with a related 
party:

			   2009	 2008
			   $	 $

		  United Overseas Bank Limited
		  Bank balances	  8,020 	  13,092  
		  Fixed deposits	  1,500,000 	  -  		

(c)	 The following transactions took place during the financial year between the Fund and United 
Overseas Limited at terms agreed between the parties as follows:

			   2009	 2008
			   $	 $

		  Bank charges	  30 	  -   
		  Interest income	  202 	  12,528 
		  Interest expense	  20 	  10 	

13.	 Financial ratios
			   2009	 2008

	 Expense ratio 1	 0.70%	 0.66%
	 Turnover ratio 2	 62.08%	 85.33%	

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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