
Ever ask questions like “Am I taking too much risk in my investments? Or too little risk?”
and “How should I have invested my monies?”

Chances are we probably have asked such questions but the desire for high returns or the fear of making losses
sidelines these concerns. As such, we could be taking too many risks by chasing the hot investment tips from
our brokers. On the other hand, we may be taking too little risks by investing in low risk-low return products
or not investing our monies at all. As a result, we may fail in our attempts to achieve our goals like building a
nest egg for retirement or funding our children’s education.

By adopting the Lifecycle approach to investment, we can avoid such problems. It is a simple but often ignored
investment strategy of reducing investment risks and increasing potential returns through diversification with
timely changes in asset allocation as we grow. We can then achieve our goals without taking unnecessary risks
or too little risks.

Briefly, Lifecycle investing segregates our lives into different stages and defines how each stage should influence
our investment decision and GrowthPath. The rationale is that our priorities and obligations change with each
stage of our life. And as these changes take place, our investment profile and capacity to take risk change as
well.

At the early phase of our lives, we can sustain a high amount of risks as we have a greater time horizon to
ride out the ups and downs of the markets. As we mature, our financial obligations start to increase and so
our investment risk appetite will be reduced accordingly.

Therefore, our investments should match our changing tolerance for risks so that our investments would not
be subjected to potential losses for assuming unnecessary risks or lowly returns for taking on too little risks.

For example, Mr Tan is in his mid-twenties and just starting out his career. He would have little or no obligations
and his time horizon to sustain risks is long. As such, he can afford
to have a greater proportion of his monies in equities and other higher
risk investments.

But as Mr Tan matures, his commitments such as housing loan, car
loan and children’s education will increase. As such, his capacity to
take risks would be reduced. In order not to assume unnecessary
risks, he will start to reduce his exposure to equities and higher risk
investments, and increase his holdings of bonds and other lower
risk investments. This would help to preserve gains from the equity
exposure and meet his obligations.

And as he nears retirement, his investment portfolio should have an
even greater proportion in bonds and lower risk investments as
compared to equities and other higher risk investments. This would
ensure that his retirement nest egg is preserved.

By adopting the Lifecycle approach to investing, you will become more
aware of your ability to sustain risks and develop a portfolio that best
suit your investment profile. This would ensure that your monies are
optimally invested and your GrowthPath is firmly in place.
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The uncertainty of the global
economic recovery, ongoing
restructuring of the Singapore
economy and employment
prospects may distract us from
taking a long-term view towards
our investments, and lessen risks
by not investing. The fact of the
matter is that risk is a fact of life
for all of us. There is even risks in
doing nothing but just holding onto
cash, thanks to inflation.

The trick is to reduce such
investment risks and increase
potential returns with a well-
diversified investment portfolio, and
rebalancing this investment mix
depending on market conditions
and our ever-changing priorities.
This requires a fair amount of
d i sc ip l ine  and inves tment
knowledge on our part. In this issue,
we highlight the lifestyle approach
to investing, a strategy that allows
us to re-look at our investments as
our priorities and obligations
change with each stage of our lives.

For those who are keen to reduce
their taxation for the coming
financial year, please do not forget
to contribute money into your SRS
account, and invest these SRS
contributions to maximize your
returns.

Since this is the last issue of Invest
Talk for the year, we would like to
take this opportunity to thank you
for the support and to wish one
and all, best of health and a very
joyous Christmas!

Yours Truly,
Tan Boon Chye
Vice President
Head, Investment Services Division
Personal Financial Services
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The LifeCycle Approach to Investment:



So, it is time to invest in emerging market debts now?

The emerging market debts are currently looking pretty cheap due
to the rise in risk aversion. As such, the entry time for investors

to put their money in emerging market debts is very good at
the moment. Although investors are worried about the US
economy, Brazil, the potential war with Iraq and other factors,
it is always a good time to buy when things are looking
bad. To add to that, the long-term fundamentals for emerging
market sovereign bonds are looking very positive. Ashmore’s
investment style is to buy into dips and through active
management, we have successfully rode out of periods of
volatility and uncertainty.

– the Legitimate way!
Pay Less TAX

STORY
feature

So start saving for your retirement today by opening a SRS account today.  If
you do have one, simply visit any UOB Group branch or Invest Shop, or call our
hotline 1800 22 22 121.  As for the 12,000 individuals who already have a
SRS account, stay invested to let your money work harder for you!

Illustration of Returns

Total Accumulated SRS Investments @ 3.5% p.a. over 27yrs =  $475,552

Accumulated Tax Savings re-invested @ 3.5% p.a. =  $  38,542

$514,094

As illustrated, tax savings of $851 per annum can be achieved when you
participate in SRS. And if you re-invest the tax savings, you get to enjoy additional
income of $38,542 potentially.  As such, with a yearly contribution of $10,500,
re-investing tax saving and together, compounded over 27 years at a conservative
rate of 3.5%, one can accumulate a substantial nest egg!

1SRS Statistics as at 31 December 2001, Ministry of Finance
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CPF Contributions $16,000

SRS Contributions $    - $10,500

Other Reliefs $   3,000 $  3,000

Total Tax Relief $19,000 $29,500

Assessable Income $70,000 $70,000

Less :
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Tax Chargeable Income

Income Taxes

Gross Income Tax Payable

GST Rebate

Income Tax Payable

YEARLY TAX SAVING ($1,791 - $940)

Rebate @ 10%Less :

$51,000 $40,500

$16,000

With the greying population in Singapore, there is a need for Singaporeans
to be financially sound and independent in their old age.  With this in mind,
the government has introduced a voluntary contribution scheme – the
Supplementary Retirement Scheme (SRS) in April last year.  Being Singapore’s
very first deferred tax scheme, contributions to SRS are accumulated tax-free
(with the exception of Singapore dividends).  Furthermore, when you withdraw
your funds upon reaching the statutory retirement age (currently at 62 years
old), only 50% of the withdrawals are taxable.  You can further reduce tax
by spreading your withdrawals over a maximum period of 10 years.  However,
to achieve the objective set for this scheme, a 5% penalty will be imposed on
premature withdrawals.

Since the launch of SRS, close to 12,000
1
 individuals have opened a SRS

account, over a period of 9 months and the numbers are increasing by the
day.  These individuals, understand and appreciate the tax shelter element
that has been entrenched in the scheme.

It is not too late to start saving for your retirement through SRS.  With the
revised income tax structure

2
 in 2003 coupled with the removal of the one-

off GST rebate of $250 and personal relief of $3,000, you can still benefit
from SRS. Here is an example of tax savings with SRS, based on the revised
tax schedule for year of assessment 2002.

Assumptions:
Statutory Retirement age is 62 years of age
Current age: 35 yrs
Years to retirement: 27 yrs
Assessable income: $70,000 per annum over 27 yrs
Maximum SRS contribution cap: $10,500
(contributed through retirement, 62)
Withdrawals upon retirement are spread over 10 yrs
(Maximum allowable withdrawal)
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• Recent data painted a mixed picture on the health of the world's largest economy. Strong sales of automobiles 
and homes contrasted with sluggish retail sales, while weaknesses in the labor market and in manufacturing 
continued.

• Consumer spending continues to be resilient. However, recent declines in consumer confidence suggest that 
uncertainty surrounding the economy, terrorist threat and Middle East issues may put a damper on consumer 
spending. This could exert further downward pressure on economic growth.

• The Federal Reserve held interest rates at 1.75% but it warned that the economy could experience further weaknesses.
• As such, in the immediate term, US markets will continue to display relatively high levels of volatility.

• Recent economic statistics indicate that European growth is unlikely to accelerate this year and a number of 
profit warnings of late had raised fears that more disappointments could materialize.

• Manufacturing in Germany, the eurozone’s largest economy, contracted after just two months of slow growth 
while the Ifo Institute’s German business sentiment survey showed a further deterioration in confidence in August.

• On a longer term, pension reforms could be expected in several Eurozone countries over the coming years and
this should spur the growth of the capital markets in EU.

• Market volatility is expected to persist in the near term, causing markets to remain weak.

• There are still no visible signs of a sustainable economic recovery in Japan.
• Japanese household spendings fell 0.3% in July as job concerns and falling wages made consumer reluctant

to spend.
• Recent economic data released for Q2 appeared mixed.
• Smaller firms are also facing pressure to refinance their increasing levels of debt, adding further strain on the

banks in Japan.

•Market valuations are relatively more attractive.
•Asian countries like Korea and China continue to be well supported by strong domestic demand, increased 

consumer confidence and capital spending.
•Abundant  liquidity due to global monetary policy easing should support the growth of the Asian markets

in 2002
•However, the US economy and political uncertainties in the Middle East are major concerns for the export-

oriented Asian economies.

•The Latin American economies receive a boost as US approved a large loan to Uruguay while IMF 
devised a US$30 bn rescue package for Brazil.

•Credit fundamentals of sovereign debts should continue to improve.

•Asian credit ratings remain on an upward trend and countries like Korea and Indonesia receive rating 
upgrades from the credit rating agencies.

•However, Japan faces possible ratings downgrade as concerns grow with regard to the slow pace of 
reforms and bad debts problems in the finance sector.

•More attractively valued than the US bonds.
• Investors switching out of US bonds into European bonds due to higher yields and more room for movements

within the European yield curves.
•ECB opted to leave rates on hold despite weak eurozone data as inflationary pressures mount with higher

oil prices.

Disclaimer: This article may not be published, circulated, reproduced or distributed in whole or part to any other person without our written consent. This article should not be construed as an offer or solicitation
for the subscription, purchase or sale of the fund in question. Whilst we have taken all reasonable care to ensure that the information contained in this article is not untrue or misleading at the time of publication,
we cannot guarantee its accuracy or completeness, and you should not act on it without first independently verifying its contents and viewing the prospectus of the relevant fund. Any opinion or estimate contained
in this article is subject to change without notice. Any advice herein is made on a general basis and does not take into account the specific investment objective of the specific person or group of persons.

•US bonds are relatively expensive and yields are likely to rise as the economic cycle turns decisively.
•However, the Federal Reserve left rates unchanged in its latest meeting and voiced concerns over the 

risks of weakening economic recovery, sparking speculation that it may be biased towards rates easing
if the economy falters.
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UOBAM United Global Emerging
Markets Portfolio SGD (GEMs).



What is the performance of GEMS?

Since inception, GEMs have performed commendably,
considering the investment environment. The chart will show

the consistent out-performance of GEMs against its benchmark
since November last year.

So, it is time to invest in emerging market debts now?

The emerging market debts are currently looking pretty cheap due
to the rise in risk aversion. As such, the entry time for investors

to put their money in emerging market debts is very good at
the moment. Although investors are worried about the US
economy, Brazil, the potential war with Iraq and other factors,
it is always a good time to buy when things are looking
bad. To add to that, the long-term fundamentals for emerging
market sovereign bonds are looking very positive. Ashmore’s
investment style is to buy into dips and through active
management, we have successfully rode out of periods of
volatility and uncertainty.

– the Legitimate way!
Pay Less TAX

In the context of the fund’s investment focus, what is the outlook for
emerging market debt? What are the growth opportunities for the fund?

In a couple of decades, emerging markets may be over 50% of global
market capitalisation. The recent negative experience in US equities has
prompted a profound rethink of asset allocation in favour of emerging
market debt from enthusiastic consultants and global benchmark indices.
For instance, the Lehman Universal index is one of the indices increasingly
being adopted as a fixed income benchmark. With 4% allocation to
emerging market debt, institutions can no longer ignore the asset class and
could be allocating approximately US$20-$40 billions in emerging market
debts over the next few years as a result of the change in just one index.
The opportunity is there to invest ahead of this substantial anticipated flow
of new money entering the market.

Disclaimer: Past performance is not necessarily indicative of future performance. Investments in unit
trusts are not deposits, or other obligations of, or guaranteed or insured by United Overseas Bank
Limited. Investments are subjected to investment and foreign exchange risks including possible loss
of the principal amount invested. The value of the units and the income from them may fall as well
as rise. All applications for the funds must only be made on application forms accompanying the
prospectus. Investors should read the prospectus for details. This article should not be construed
as an offer or solicitation for the subscription, purchase or sale of the fund in question.

Promotion :

Enjoy 3% discounts when you invest in GEMs before 18th Oct 2002. Invest
$10,000 or more and you’ll get an exclusive UOB Asset Management umbrella.

Source: Micropal, Performance as at 30th Aug 2002, l, Offer-Bid, Net Income, SGD

Interview with the Fund Manager for the

UOB Asset Management Ltd launched GEMs on July 2001 and appointed Ashmore Investment Management
Ltd as the sub-manager for the fund.  Ashmore is one of the most successful and experienced investor in
emerging markets debt and currency and has won the Global Investor’s 2002 Award for Investment
Excellence in Emerging Markets Bonds for the second year running.

GEMs invests primarily in debt instruments issued by governments of developing countries and adopt the
same investment approach that Ashmore used to manage its hugely successful Emerging Markets Liquid
Investment Portfolio (EMLIP), which returned 19% annually since its inception in 1992. GEMs aims to
replicate the success of EMLIP and over a 12-month period, has returned an outstanding 13.8% on a bid-
bid basis as at 6 Sep 2002.

We speak to Mark Coombs, Managing Director of Ashmore, to get an insight on why emerging market
debt is a must-have in an investment portfolio.

Why should investors invest in emerging markets debt?

Compared to the developed countries, emerging
markets like Asia, Latin America, Africa and
Eastern Europe have the potential of faster
and greater economic growth. Therefore,
there are more attractive investment
opportunities in these markets.

Emerging market debt is an excellent
investment vehicle to participate in the
sector.  Performance data has shown
tha t  emerg ing  marke t  deb t
outperformed equities of the same
markets over a ten-year period.

Also, emerging market debt offers strong
diversification benefits for investors and can
help to reduce overall portfolio volatility due to
the weak correlation with major asset classes such
as global equities and global bonds.
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Markets Portfolio SGD (GEMs).
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UOB Life Guaranteed Rewards Plan is also available for
CPF Investment Scheme and cash investment.For more
information, speak to our Personal Financial Consultants
at Invest Shops or call 1800 22 22 121 today.

On top of enjoying tax savings through contributing mony into your SRS account, your SRS monies will go a long
way by investing through them.  One way is to invest in UOB Life Guaranteed Rewards Plan. It is a Single Premium
endowment plan that offers the highest Guaranteed returns in the market.  This, coupled with tax savings from SRS,
your returns will increase substantially!

Asian economies and equity markets have rebounded strongly since the financial crisis in 1998.  Asia will most
likely benefit from upturn in the global economy. This could be an opportune time to invest in Asian funds.

Invest in Aberdeen Asian funds before 31st October 2002 and you will not only enjoy an attractive discount of
2.5%, but also great offers.*  Each investment of  $1,000 with your CPF savings entitles you to a chance to
win a holiday at a luxurious Banyan Tree resort of your choice.˚ There will be one lucky winner every month!
What’s more, simply invest $5,000 and an exclusive Aberdeen teddy bear is yours for free1.

* Applicable for Aberdeen Pacific Equity Fund, Aberdeen Indonesia Equity Fund, Aberdeen Japan Equity Fund, Aberdeen Malaysia Equity Fund 
& Aberdeen Singapore Equity Fund.

˚ Terms and conditions and discounts apply.
1 While stocks last and applies to both cash and ASPF/ CPF-OA investments.

UOB Life Guaranteed Rewards Plan offer:
Up to 3.85% p.a. guaranteed returns
100% Capital Protection (From second year onwards)
150% Insurance Coverage
Flexible policy term ranging from 5 to 10 years
Af fordable minimum investment of $5,000
Tax exempted returns
Further tax savings if you invest using SRS monies

Below is an illustration for your estimated returns:
Assumptions: -

Makes a contribution of $10,000 to his SRS 
account in 2002 and purchased UOB Life 
Guaranteed Rewards Plan with SRS 
contribution.

As a result of a tax savings of $900 for an SRS investment, the total cash outlay
towards the UOB Life Guaranteed Rewards Plan is effectively $9,100 (10,000 -
$900).  The SRS tax savings and the guaranteed return of the plan further increases
the final investment gain from 3.85% to 4.83%.  Needless to say, investor’s with
higher income tax bracket will definitely enjoy higher total investment gain.  On
top of this, life insurance coverage of 150% of purchase will be provided to you
free of charge from second policy year onwards!

Tax Savings together with Returns from UOB Life Guaranteed Rewards Plan (GRWP)

By placing $10,000 into his SRS account, the person enjoys a tax savings of $900
as illustrated above.

The following showcased how the combination of tax savings and returns from
the product can actually increase your overall investment gain.

The tax savings for Year of Assessment 2003

Tax Savings

Income Tax Payable

TAX SAVING ($1,900 - $1,000) $ 900

Tax on Chargeable Income

W/O SRS With SRS

$50,000  $40,000

$1,900 $1,000

$ 900

How to maximise your SRS Monies?

latest
PR0MOTIONS Asian Funds Promotion

Aberdeen

Term Investment
In GRWP

Tax Savings
from SRS

Effective Cash Outlay
(Less Tax Savings)

Maturity Value
of GRWP

10 S$900 (S$10,000 - S$900)
S$9,100

S$14,590 at
3.85% p.a 4.83%

Investment Gain
(incl. Tax Savings)

S$10,000



M I T A ( P ) 0 9 2 / 0 7 / 9 9

Published by
UOB Investment Services Division,
Personal Financial Services Sector
United Overseas Bank Limited,
Head Office
80 Raffles Place, #14-05, UOB Plaza 1,
Singapore 048624

Editorial Team
Advisor – Sim Puay Suang
Editorial – Tan Boon Chye

Catherine Ho
Ang Kai Shin

Contributors – Chan Keen Meng
Kevin Lye

Printed by
KHL Printing Co Pte Ltd

Designed by
Litt Lindden Design Associates

We welcome your feedback and
comments. Please send to:
Catherine.HoHL@UOBgroup.com

MAKERS
the


