. | -
L \ T 4
% " 5 R | mm
E: N A \ i —-5
T NG fram
o N\ N — Y smans

Equity Market Comment 25 March 2010

Summary

Overhang in Healthcare removed with Reform Bill

On Sunday, the US House of Representatives passed the US Health Care Reform Bill, and
the response of the market was a broad rally in Healthcare stocks. The Healthcare sector had
underperformed the wider market in 2009 because of the uncertainty over the reforms. The Reform
Bill is more modest than what the market feared and the impact on the earnings of the healthcare
sector is less than what the market has priced.

This removal of headline risk and the increase in clarity should benefit Healthcare stocks in the
months ahead. Valuations of the Healthcare sector are at 20-year lows. The sector is also under-
owned as uncertainty over the reforms has kept investors on the sidelines.

We continue to be positive on the long term outlook for the Healthcare sector. The demand for
Healthcare will continue to rise as the populations in the Developed Economies are ageing while
those in the Emerging Markets are becoming more affluent. There are also still significant unmet
needs in Healthcare and the truly innovative companies will continue to be rewarded.
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Singapore Singapore Singapore Management Berhad Malaysia Management Berhad Malaysia
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Clarity on reforms removes overhang
On Sunday, the US House of Representatives passed the US Health Care Reform Bill, The Bill
has now gone to the US Senate and while there may be amendments or efforts to derail the Bill, it
appears likely that the Bill will be passed.

The response of the market to the Bill's passing at the House of Representatives was a broad rally
in Healthcare stocks. The Healthcare sector had underperformed the wider market in 2009 because
of the uncertainty over the reforms. The Reform Bill is more modest than what the market feared and
the impact on the earnings of the healthcare sector is less than what the market has priced. One
key concern was the potential introduction of a government health insurance plan to compete with
the private sector but this option is not in the final Bill. Another concern was the possibility of federal
oversight of health insurance rates and premiums, which would have meant control on prices. This
too was not included.

Impact on the various sub-sectors

The impact on Health Insurance companies is mixed. A key feature of the Reform is the extension
of health insurance coverage to 32 millions uninsured Americans. Under the Bill, almost every
American will be required to purchase health insurance or face a US$695 annual fine. There are
some exceptions for low-income people. From 2014, employers with 50 or more workers must
provide health insurance or otherwise be fined.

However, the increase in total insurance premiums from 32 million new people is balanced by new
obligations for the insurance companies. Under the reforms, insurance companies can no longer deny
coverage to children based on existing pre-conditions nor cancel policies if an insured person falls ill.
From 2014, insurance companies cannot deny coverage to anyone with pre-existing conditions.

The Pharmaceutical and Biotech Industries appear to be winners. Drug companies will have to
contribute to an estimated US$90 billion in rebates and fees over the next 10 years but this is
balanced by them winning 12 years of protection against generic competition for biotech drugs, their
higher earning business. The increase of 32 million people with insurance coverage will also lead to
a higher volume of drugs purchased.

In general, the extension of health insurance to 32 million more people will mean a volume
increase for most of the sub-sectors. Apart from the Insurance companies and Pharmaceutical
companies, the other sectors which stand to benefit are the Generic companies, Drug Distributors
and Hospitals.

Attractive valuations and under-owned

This removal of headline risk and the increase in clarity should benefit Healthcare stocks in the
months ahead. Valuations of the Healthcare sector are at 20-year lows. The sector is also under-
owned as uncertainty over the reforms has kept investors on the sidelines.

We continue to be positive on the long term outlook for the Healthcare sector. The demand for
Healthcare will continue to rise as the populations in the Developed Economies are ageing while
those in the Emerging Markets are becoming more affluent. There are also still significant unmet
needs in Healthcare and the truly innovative companies will continue to be rewarded.
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Contact Details

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

Fax (65) 6532 3868
Email uobam@uobgroup.com
Website uobam.com.sg

Regional Offices

Singapore

Institutional Investments
Dennis Siew

Senior Director

Retail Investments
Norman Wu
Senior Director

Regional Investments
Faizal M. Fazluddin
Senior Director

Structured Investments
Chong Jiun Yeh
Executive Director

International Business (China)
Jasmine Lim
Senior Director

Brunei
Kamal Muhd
General Manager

Japan
Masashi Ohmatsu
Chief Executive Officer

Malaysia
Lim Suet Ling
Chief Executive Officer

Taiwan
Juang San Tay
General Manager

Thailand
Vana Bulbon
Chief Executive Officer
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Important Notice & Disclaimers

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

UOB Asset Management Ltd Co. Reg. No. 1986001202
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