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+  China and Hong Kong equities slumped in May amid anxiety that authorities may introduce more
aggressive measures to rein in property prices. Further unsettling markets were the Eurozone fiscal
crisis and heightened political tensions between the two Koreas. The Shanghai Composite Index fell
more than 20% from its November high.

The poor market environment saw several companies shelve their initial public offerings. Among them
was the cancellation of our holding Swire Pacific’s listing of its property unit, which reflected both
the company’s financial strength as well as the management’s prudence in avoiding a compromise
on price.

Economic data, meanwhile, continued to support China’s growth prospects. Accelerating inflation,
however, fuelled overheating fears, leading the central bank to raise lenders’ reserve ratios for the
third time this year. In Hong Kong, first-quarter growth expanded impressively, aided by rebounding
exports. Policymakers will also supply more land to cool the housing sector.

Looking ahead, investor caution is likely to prevail as nervousness about government policy and its
impact on growth lingers. New share issues, most notably from banks, are also likely to undermine
markets.

In addition, there are concerns over rising minimum wage in several Chinese provinces, which may
worsen inflation. But these wage hikes, which are partly the result of growing labour disputes and a
spate of worker suicides, could eventually boost domestic consumption and create a more balanced
economy.

Model Portfolio News

There were no major changes to the portfolio in May.

Corporate News

Our holdings continued to post generally favourable quarterly results. Strong consumer sentiment
boosted China Resources Enterprise, Hongkong and Shanghai Hotels and Giordano. Yanlord's
property sales met expectations and average selling prices rose, despite the government’s tightening
measures. Conversely, unfavourable weather conditions hurt Li Ning’s performance, though the retailer
remains confident of achieving its full-year sales growth target of 10%.

In other news, CNOOC bought a 63% stake in an Iraqi oilfield, which it will jointly develop with Turkish
Petroleum Corporation. CNPC, the parent of PetroChina, agreed to acquire a 35% stake in Shell’s oil and
gas unit in Syria. Separately, PetroChina is expected to incur higher taxes in Xinjiang, following Beijing’s
introduction of a 5% resource tax there. The impact on the oil company’s overall earnings, however, will
be limited.

We hold all the companies highlighted.

'I 2 8% Property prices in China con-

« Otinued to defy Beijing's efforts to
stem excessive gains, rising at a record pace of
12.8% in April. Still, prices may start declining

soon as new policies — launched in mid-April -
start to take effect.

6 8% China’s producer-price index jumped
«(6.8% in April, up from 5.9% in March.
Higher costs may feed through to consumers,
which could translate to higher consumer-price
inflation ahead.

8 Z% Hong Kong's economy grew at a
o L_faster-than-expected 8.2% year-on-

year in the first quarter. Even so, the prevailing
uncertainties in the global environment could
still threaten the territory’s export-led recovery.
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Focus — Standard Chartered: In good shape
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A core holding, Standard Chartered has been reporting consistently solid results, and was one
of a handful of banks to emerge relatively unscathed from the recent financial crisis. Not only
did the lender deliver outstanding full-year profits in a difficult 2009, but it also started 2010
with an impressive first-quarter performance — thanks primarily to the resilience of its main
markets in Asia, Africa and the Middle East. With an ever stronger balance sheet and a large
exposure to rapidly growing emerging markets, Standard Chartered is well positioned to meet
new challenges and opportunities.

Important information

For more information

The above is strictly information purposes only and should not be considered an offer, or solicitation, to deal
in any of the mentioned funds.

Any research or analysis used to derive, or in relation to, the above information has been procured by Aberdeen
International Fund Managers Limited (“AIFML") for its own use, without taking into account the investment
objectives, financial situation or particular needs of any specific investor, and may have been acted on for
AIFML's own purpose. This document is based upon information that AIFML considers reliable as of the date
thereof, but AIFML does not make any representation as to the completeness and accuracy of data sourced
from third parties. The information is given on a general basis without obligation and on the understanding
that any person acting upon or in reliance on it, does so entirely at his or her own risk. Accordingly, no warranty
whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly
as a result of the investor, any person or group of persons acting on any information, opinion or estimate
contained in this document.

Any projections or other forward-looking statements regarding future events or performance of countries,
markets or companies are not necessarily indicative of, and may differ from, actual events or results. AIFML
reserves the right to make changes and corrections to the information, including any opinions or forecasts
expressed herein at any time, without notice.

The commentaries represent an assessment of the market environment at a specific point in time and are
not intended to be a forecast of future events, or a guarantee of future results. The commentaries were not
precrared for any particular investment objectives, financial situation or requirements of any specific investor
and do not constitute a representation that any investment strategy is suitable or appropriate to an investor’s
individual circumstances or otherwise constitute a personal recommendation.

The commentaries should not be regarded by investors as a substitute for the exercise of their own judge-
ment. Any opinions expressed in the commentaries are subject to change without notice and ma(v differ or
be contrary to opinions expressed by other business areas or groups of AIFML as a result of using different as-
sumptions and criteria. AIFML will initiate, update and cease coverage at its sole and absolute discretion. The
analysis contained herein is based on numerous assumptions. Different assumptions could result in materially
different results.

Investment involves risk, emerging markets tend to be less liquid and more volatile than developed markets.
Therefore, emerging markets may have greater risk than developed markets. Before making any investment
decision to invest in the fund, investors should read the relevant offering documents and in particular the
investment policies and the risk factors. Investors should ensure they fully understand the risks associated
with the fund and should also consider their own investment objective and risk tolerance level. Investors are
reminded that they are responsible for their investment decision and should not invest unless the intermediary
who offers or sells the fund to them has advised them that the fund is suitable for them and has explained
why, including how buying the fund would be consistent with their investment objectives. If in doubt, please
seek independent financial and professional advice.

Subscriptions may only be made on the basis of the relevant offering documents, most recent annual financial
statement and semi-annual financial statements if published thereafter. Investors are reminded that the value
and income (if any) from shares of the fund may be volatile and could change substantially within a short
period of time. Consequently, it may not be possible to get back the amount invested. Past performance is
not a %uide to future performance. Investment returns are denominated in the base currency of the fund.
US dollar / HK dollar based investors are therefore exposed to fluctuations in the US dollar / HK dollar / base

currency exchange rate.

This document is issued by Aberdeen International Fund Managers Limited and has not been reviewed by the
Securities and Futures Commission.
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