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positive (+), neutral (=), negative (-) |nveStO rs more jltte ry
Current Previous
ASSEECIAssEs Month Month Concerns over global growth and Eurozone sovereign debt
Equities = = continued to cast a shadow over financial markets in May and
Fhed lneme n + created volatile swings. Fears over the worsening debt crisis in
Real Estate " " Greece and some disappointing US economic data unsettled
= investors. Also Eurozone economic sentiment deteriorated, falling
Commodities + + to a seven-month low. However, equities managed to rebound at
- - the end of the month, helped by recovering commaodity prices and a
Equity Sectors Current  Previous stunning market debut of social networking group LinkedIn. Overall,
Energy = = the MSCI World lost 2.1% in USD terms.
Matenéls = = Japanese and US stocks outperformed, while Asia ex Japan and
Industrials - Europe lagged. Also, Emerging markets equities (-2.6% in USD)
Durable consumer goods /services - - slightly underperformed. Within Emerging markets, Eastern Europe
Consumer staples = = was the weak spot mainly due to a 10% fall in oil prices, which
Health care + + hurt the performance of Russia. Sector wise, Energy (-4.5%_) and
, , Materials (-4.1%) underperformed, on weak commodity prices.
Financials = = Defensives clearly outperformed lead by Health Care (+2.6%) and
Technology + + Consumer Staples (+1.8%) particularly as the bellwethers. Looking
Telecommunications + + at styles, growth outperformed value globally, while small caps
Utilities : : outperformed large caps.
- - - The softer macro outlook supported government bonds. As a
consequence, the German and US 10y bond yields fell back more
United States - - than 20bps to end at 3.02% and 3.06% respectively. Concerns over
Europe - R Eurozone sovereign debt surged again on the back of speculation
Japan - _ that Greece would be forced into some form of debt restructuring.
i - As a result the yields of peripheral Eurozone bonds increased further.
Asia Pacific (ex Japan) = = Most spread products (corporate bonds, High Yield...) printed a
Emerging markets + + positive return, although, in general, they slightly underperformed

government bonds. Only spreads of Emerging market Debt HC

Bonds Current  Previous managed to tighten due to continued investors’ inflows.

Investment grade credits - -

boiali ik el _ . View: Temporarily more cautious on
Emerging market debt equities
Hard currency + +
Asian HC + + Corporate fundamentals are still sound but seem unable to drive
Local currency + + markets meaningfully higher as the economic tailwind has entered

a soft patch at a time when headwinds are still lingering. We expect

Asian LC + + most of these headwinds to persist in the next months. Tension in
Forecast Current the Middle East, Emerging markets inflationary pressures, policy
10-y bond yield (6m forecast) tightening in Europe, the end of US Quantitative Easing, softening

economic momentum and the Euro sovereign crisis are the main

us 3.6% 3.0% . . .
headwinds. As a consequence, we closed the equity overweight

Germany 3.6% 3.0% in May in favour of the fixed income position. We continue to like

Japan 1.3% 1.1% commaodities, as we believe the recent sell-off is overdone. Within

fixed income, we continue to see value in Emerging Market Debt on
the back of the search for yield, healthy fundamentals and investor
flows.
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Economy

Healthy growth, but downside risks rising

Global growth in our base case is still expected to be in the
4-5% range both this year and in 2012. Emerging markets
will probably continue to show strong growth, as they are not
hampered by balance sheet problems. Therefore, domestic
demand in that region will increasingly act as the main engine
of the world economy. The issue of bloated public balance
sheets will weigh on developed market growth in the coming
years as governments want to stabilise or even induce a
decline in their debt to GDP ratios. However, growth in the
developed market space is likely to be supported by the fact
that the private sector will remain in expansionary mode which
should maintain DM growth somewhat above potential.

It has to be said that, even though this is still our base case,
the downside risks have risen somewhat over the past two
months, particularly so in the US. In fact while the revision

of Q1 GDP left the overall growth rate intact at 1.8%, the
breakdown revealed a downward revision of real final sales
(particularly consumer spending) and a larger inventory build
up. The crucial question thus remains how real final demand
will hold up for the rest of the year and visibility in this respect
remains impaired because of the rising energy prices and
Japanese supply disruptions.

It can be seen as a positive that nominal consumer spending
holds up pretty well as it was running at a little below 7%
annualised in the three months to April. Nevertheless, real
disposable income has been hit hard by the rise in energy
prices and has been running at around 1% annualised over
the past two quarters.

US nominal household spending remains resillent

2007 2008 2009 2010 2011

—— yoy % change US nominal cons. spending
— 3m ann % change US nominal cons. spending

Sources: Thomson Reuters Datastream, ING IM

The only reason consumers have been able to maintain a
reasonable pace of spending (see graph above) is that they
have lowered their savings rate by around 1pp (to 4.9%)
since Autumn of last year. This can be seen as tentative
evidence that they perceive the oil induced inflation hump

to be temporary, a notion that is supported by the fact that
Michigan consumer confidence recovered somewhat in May
on the back of lower 1year-ahead inflation expectations. Our
base case thus remains that nominal spending will continue to
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hold up and that real spending will recover once inflation abates
further. Nevertheless, the fall in the savings rate now introduces
an additional element of uncertainty as it is unclear whether

or not consumers will want to bring the savings rate back to
around the 6% level seen at the start of the year.

Slowdown in India and China

In India, economic growth is showing more clear signs of a
slowdown. Q1 real GDP growth came in lower than expected.
With 7.8%, the growth pace slowed from the 8.3% recorded
in the last quarter of 2010. Fixed investment growth was
particularly weak: 0.4% from 7.8% a quarter earlier. This
remarkable sharp decline in investment growth is in line with
the weak capital goods production we have seen this year so
far. Private consumption, exports and the agriculture sector are
keeping a solid growth pace. The decline in investment, credit
growth and the weaker GDP data reduce the likelihood of the
Reserve Bank of India tightening monetary policy aggressively
from here. Last week we learnt that the central bank thinks
that inflation expectations have peaked. This increased our
conviction that inflation in India can come down substantially
over the next few quarters. Our GDP growth forecasts for 2011
and 2012 are 7.5% and 7.9%, respectively.

In China, the May PMI was published, confirming the picture of
a mild economic slowdown. The index fell from 53 to 52, which
was a smaller decline than consensus had expected. The new
orders sub-index was a bit weaker than the rest, but at 52 it
remained comfortably above the neutral 50 mark. Probably the
most important information from this month’s PMI reading was
the sharp decline in the input price index, from 66 to 60, which
suggests that inflationary pressures in the Chinese economy are
coming down quickly.

Turbulence persists on peripheral bond markets

The measures agreed in March mean that European politicians
have come up with a sound mechanism for solving the
problems. On balance, the measures also show, however, that
European countries are being pulled in two directions. On the
one hand, they wish to do enough to save the monetary union.
On the other, they wish to retain their national sovereignty

as much as possible. This stance is hindering the creation of
the best-possible solution. This is why investors still need to
take into account volatile government bond markets in the
peripheral countries for the time being.

After Portugal recently accepted a bail-out loan worth EUR78
billion, the IMF, the EU and the ECB also reached in early June a
provisional agreement with the Greek government on measures
to be taken to keep the fiscal and structural adjustment
program on track. Once the Greek Parliament gives its approval
this will clear the way for the provision of additional EU funds to
close the funding gap for 2012 and possibly also for 2013.

An important matter which still may be resolved is the question
to what extent there will be some kind of “voluntary burden
sharing” by existing bondholders. The crucial question still
remains whether or not this would be considered a credit event
that triggers CDS.
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Asset Allocation

Flattening economic growth, less accommodative policy
settings, populist political overtones, geopolitical tensions and
sovereign stress combine to keep risk at low to moderate levels.

Qualitative assessment remains favourable in respect of risk,
in particular commodities. Quantitative signal supports have
become directionally less constructive for equity and more
constructive for fixed income; constructive for real estate and
very constructive for commodities.

In view of the interplay between qualitative and quantitative
inputs, the modest overweight position to risk assets is
maintained although with a different risk tilt.

Early May we scaled back the equity overweight to neutral. At
the same time, we upgraded real estate and treasuries to small
overweight financed out of cash. Commodities remain at a
modest overweight and is still our preferred asset class.

Preference for commodities

Agriculture remains the preferred segment, as most agricultural
commodities markets remain tight. Lingering oil supply concerns
out of MENA without a full scale disruption remains our

base case. Global economic growth may have to be adjusted
downward slightly and with it oil demand. Chinese restocking

is expected to cushion the revision. With an expected 110 to
135 USD price range for Brent oil and the lingering geopolitical
tensions in the Middle East, we keep our focus on energy.

We introduced a small overweight on Real Estate early May.
The “search for yield” theme and the recent retracement in
bond yields lend support to this asset class. Inventories in the
residential segment remain high and valuations not cheap,
although support is evident in the US office segment.

Equity fundamentals remain supportive, as corporate earnings
continue to perform well. High margins continue to be a
tangible driver of profit outcomes. Other drivers are global
growth, a small increase in margins and low financing costs.
Corporates may use the cash on their balance sheet to pursue
further buy-backs, M&A & capex. Short-term cyclical caution
& weaker quant signals made us however reduce the small
overweight in equities to neutral.
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Equity

In the equity portfolio, we keep a moderate overweight for
Emerging markets. Emerging market earnings growth is
expected to be +18% in 2011 and +14% in 2012, which is
again higher than the expected earnings growth in developed
markets. At the same time EM valuations are still at a slight
discount relative to developed market stocks. The biggest risk
factor is a further increase in energy prices due to a supply
shock as this may hurt global growth and increase inflationary
pressures in Emerging markets given their higher energy
intensity and the link with food prices.

As Japan offers within developed markets the best value, we
finance our Emerging Markets preference equally out of US and
Europe. The risk/reward ratio between US equities and European
equities seems fairly balanced. On the one hand Europe has

the lower valuation while the US is 8% below our price target,
against 13% for Europe. On the other hand the tightening cycle
will continue in Europe, the sovereign risks are still lingering and
the dollar weakness may benefit the relative earnings growth of
US versus European companies.

We have a neutral position on Asia ex Japan. Loose US
monetary policy combined with high Asian growth underpins
these markets. Australia is also driven by high commodity prices.
Valuation is in line with other developed markets. Hong Kong

is still benefitting from high liquidity as this market couples
lower-for-longer (US-like) interest rates and exchange rate with
a higher (China-linked) economic growth.

Because of the sharp deterioration in the US growth outlook,
the EM domestic demand growth theme has moved to the
forefront again. In emerging Asia, we have a clear preference
for China, where we expect that the authorities are close to the
end of their policy tightening measures. The other market in
the region we like is India, where valuation levels have become
more attractive after several quarters of underperformance. In
India, inflation has started to come down, which takes away
much of the macro concern. To protect ourselves against more
economic weakness in the US and shaky investor risk appetite,
we keep underweight positions in Korea and Taiwan.

We prefer defensive sectors (especially Healthcare & Telecom)
over cyclical sectors, although we continue to like Technology.
We maintain our preference for high dividend in an
environment with low fixed income returns.
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Fixed income

The ECB continues to believe that there is an upward inflation
risk. However, the central bank now appears to be more
relaxed about inflation risks in the longer term, as we have the
impression that it is taking the exchange rate into account in
the implementation of its monetary policy. We expect the ECB
to raise its base rate moderately to 1.75% in 2011. Rate hikes
by the Fed are unlikely before Q2'12. We do not envisage the
German and US 10-year bond yields rising too much above the
current levels in the coming months. Japanese bond yields are
likely to move between 0.9% and 1.4%.

Fixed income spreads remain constructively positioned towards
emerging markets assets, supported by momentum indicators
and investor flows. Prospects are more mixed in respect of
corporate and household exposures in the credit space, and
the attractiveness of high yield and senior loans has fallen back
somewhat. Although fundamental trends continue to provide
medium term support, we are currently neutral on spread
products overall.

The outlook for Asian hard currency debt remains attractive on
the back of strong regional credit fundamentals and declining
default expectations. The impact on Asian issuers by events

in MENA and higher oil prices is manageable. Monetary

policy normalization and inflation concerns continue to exert
downward price pressure on Asian local currency debt markets.
However, the expected policy tightening is priced in by now
and we expect the inflation would peak in the region over the
next few months. Local currency bond returns will benefit from
controlled FX appreciation.

Foreign Exchange

For 2011, we expect that any further positive return of
commodity and Emerging Markets FX will be more moderate
than in 2010, as valuations and positioning become more
stretched. Still, based on our global economic outlook, we
do expect that returns on high yielding FX investments will
continue to be positive.

Looking at the pace of the dollar depreciation, the trade
weighted dollar had reached oversold territory. This corrected
sharply early May. Based on monetary policy differentiation,
with the ECB more hawkish than the Fed, we expect a stronger
EUR/USD in the next few months.

The performance of the Japanese yen is probably one of the
most puzzling and/or frustrating to analysts. Although the
strength of the JPY is in line with the strong performance of
other currencies versus the USD, the poor fundamentals in
Japan seem to warrant a weaker yen.

One trigger for yen weakness could be further aggressive
monetary easing by the BoJ. It seems more likely that USD/

JPY will move up once markets start anticipating tighter US
monetary policy. Although this is not expected in the near-term,
at current low levels of US short-term yields, there is not much
room to the downside for US short-term yields and the USD/JPY.

Global Markets Performance

Equity: Selected Indices 1M 3M YTD 1Y

MSCI AC World NR USD -2.15 1.75 6.36 28.15
MSCI AC Asia Ex Japan NR USD -1.34 8.82 3.58 30.85
DJ Industrial Average TR USD -1.53 3.47 9.79 27.30
S&P 500 NR USD -1.20 1.69 7.56 25.20
NASDAQ Composite PR USD -1.33 1.91 6.88 25.62
FTSE 100 TR GBP -0.95 1.03 3.12 19.12
FSE DAX TR EUR -2.94 0.29 5.49 22.29
S&P/ASX All Ordinaries TR -1.89 -1.82 0.40 11.92
Nikkei 500 PR JPY -0.99 -7.95 -3.70 -1.09
Hang Seng HSI PR HKD -0.15 1.48 2.82 19.83
KSE KOSPI Korea PR KRW -2.28 10.48 4.46 30.54
TSEC 50 -1.05 4.34 0.73 22.84
StreetTRACKS Straits Times ldx -0.03 6.02 -0.81 16.22
Shanghai SE Composite PR CNY -5.77 -5.56 -2.30 5.84
Shenzhen SE Composite PR CNY -7.39 -14.19 -13.86 7.59
Bond: Selected Indices 1M 3M YTD 1Y

BarCap Global Aggregate TR USD -0.08 3.50 4.30 12.12
JPM EMBI Global TR USD 1.47 4.19 3.92 12.71
HSBC Asian USD Bond TR 1.15 2.71 3.00 9.10

Source: Morningstar Direct as of 31 May 2011, measured in the base currencies

ING IM 2011 Market outlook

Bond yields (10y)

Countries

us 3.6% 3.7%
Eurozone 3.6% 3.8%
Japan 1.3% 1.3%
UK 3.9% 4.0%

Corporate bond (IG) yields

Countries

us 4.1% 4.1%
Eurozone 3.9% 4.0%
Japan 0.9% 1.0%
UK 5.7% 5.8%
Countries

S&P 500 1380 1400
Euro stoxx 600 307 310
TOPIX 1025 1050
FTSE 100 6450 6600
MSCI EM Free 1250 1300
Currencies

EUR/USD 1.30 1.25
USD/JPY 90 95
GBP/USD 1.57 1.56
EUR/JPY 17 119
EUR/GBP 0.83 0.80

Source: forecasts from ING IM.
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ING IM Global Economic Outlook

2010 2011 2012 2010 2011 2012 2010 2011 2012

World 5.0 4.2 43 3.0 3.2 3.0
Developed 2.6 2.3 2.5 1.4 1.7 15 0.45 0.74 1.31
us 2.9 3.1 3.2 1.6 1.7 1.5 0.13 0.13 0.75
Euro 1.7 1.8 2.0 1.6 2.1 2.0 1.00 1.75 2.50
Japan 4.0 1.5 2.0 -1.0 -0.2 -0.1 0.10 0.10 0.10
UK 1.8 1.8 2.1 33 3.5 2.0 0.50 1.00 1.50

Emerging 8.1 6.7 6.5 5.1 5.1 5.0

China 10.1 9.0 9.0 2.9 4.1 4.0

Unemployment rate

Budget balance

Current account

2010 2011 2012 2010 2011 2012 2010 2011 2012
Developed 9.0 8.6 8.1 -8.0 -7.4 -5.8 -1.3 -1.3 -1.4
us 9.7 9.0 8.5 -8.9 -9.0 -7.0 -3.5 -3.9 -39
Euro 10.0 9.7 9.4 -6.4 -4.8 -3.7 0.0 0.1 -0.2
Japan 5.1 4.7 4.3 -8.0 -7.9 -6.1 3.5 3.6 3.5
UK 7.8 7.8 7.5 -10.1 -8.6 -7.6 -2.0 -1.7 -1.2
Emerging
China 6.1 6.5 6.4 -2.2 -1.7 -1.6 6.1 4.3 3.9

Source: Forecasts from ING IM, historical data from IMF (GDP, inflation) and Economist Intelligence Unit (rest data)

Disclaimer

This document, including any statements, information, data and
content contained therein and any materials, information, images,
links, sounds, graphics or video provided in conjunction with this
document (collectively “Materials”) are confidential and is being
furnished by ING Investment Management Asia Pacific (Hong Kong)
Limited and/or its affiliates (together, “we"”, “us” or “our"”) for
your general informational purposes only. Under no circumstances
should the Materials, in whole or in part, be copied, reproduced,
redistributed or shown to any person.

The Materials do not constitute a distribution, an offer, an invitation,
recommendation or solicitation to sell or buy any securities in any
jurisdiction in which any such activity is not authorised to be made

to any person. We do not provide any legal or tax advice and none

of the Materials constitute or should be construed as providing any
investment, legal or tax advice. We are not acting as your financial
adviser or in a fiduciary capacity in respect of any securities transaction
unless otherwise expressly agreed by us in writing. The Materials are
not intended for use by persons in jurisdictions which prohibit or
restrict the distribution of the Materials.

We or our directors or employees do not make any express or
implied representations or warranties as to the accuracy, timeliness
or completeness of the Materials and nothing shall be relied upon
as a promise or representation by us. The Materials have not been
reviewed by any regulatory authority in any jurisdiction. We or our
directors or employees will not be liable or responsible to you or any
other parties for any and all liabilities arising directly or indirectly
from any reliance on the Materials. This document and information
should not be construed as any investment, legal or tax advice.

Certain of the statements contained in the Materials are statements
of future expectations and other forward-looking statements.

These expectations are based on our management’s current views,
assumptions or opinions and involve known and unknown risks and
uncertainties. Views, opinions and estimates may change without
notice and are based on a number of assumptions which may or may
not eventuate or prove to be accurate. Actual results, performance
or events may differ materially from those in such statements due to,
among other things, (i) general economic conditions; (ii) performance
of financial markets, including emerging markets; (iii) interest rate
levels; (iv) currency exchange rates; (v) general competitive factors;
(vi) changes in laws and regulations; and (vii) changes in the policies
of governments and/or regulatory authorities. We assume no
obligation to update any information, including but not limited to
forward-looking information, contained in the Materials.

Past performance of any security is not a reliable indicator of
future performance. The price of any security may go up or down.
Investment involves risk including a possible loss to the principal
amount invested. For details of any security mentioned in the
Materials, please refer to the offering documents of such security.

All figures, graphs or tables or statistics referred to in the Materials
are for illustration purpose only.

By accepting delivery of this document, you irrevocably understand,
acknowledge, agree and accept the foregoing disclosures.

Investor Hotline: (852) 3762 8888
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BENE (%

2010 2011 2012 2010 2011 2012
ES24 5.0 42 43 3.0 3.2 3.0
BEETS 2.6 2.3 25 1.4 1.7 15 0.45 0.74 1.31
ES5 2.9 3.1 3.2 1.6 1.7 15 0.13 0.13 0.75
BT 1.7 1.8 2.0 1.6 2.1 2.0 1.00 1.75 2.50
A 4.0 1.5 2.0 -1.0 0.2 -0.1 0.10 0.10 0.10
RE 1.8 1.8 2.1 3.3 3.5 2.0 0.50 1.00 1.50
HET 8.1 6.7 6.5 5.1 5.1 5.0
HE 10.1 9.0 9.0 2.9 4.1 4.0

BEBfEE A
2010 2011 2012 2010 2011 2012
BERMS 9.0 8.6 8.1 -8.0 7.4 5.8 -1.3 -1.3 -1.4
xH 97 9.0 8.5 -8.9 9.0 7.0 -35 -3.9 -3.9
BT 10.0 9.7 9.4 6.4 4.8 3.7 0.0 0.1 0.2
B 5.1 47 4.3 8.0 7.9 6.1 35 3.6 35
RE 7.8 7.8 7.5 -10.1 -8.6 7.6 2.0 1.7 1.2
T
= 6.1 6.5 6.4 2.2 1.7 -1.6 6.1 4.3 3.9
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