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On Sunday Jan. 25, the far-left, anti-austerity party Syriza won the Greek election, which
was called after the country’s parliament rejected Prime Minister Antonis Samaras’s
preferred presidential candidate in late December. The move came in after the country
was given an additional two months to fulfill is bailout obligations by the European
Central Bank (ECB).

Alexis Tsipras, 40, Syriza’s charismatic leader, sworn in as the country’s youngest prime
minister in 150 years.

While Syriza’s victory was more decisive than polls had predicted, the results of the vote
left the party just short of a majority. Syriza took 36.3% of the vote with 149 seats in the
300-seat Parliament, compared with Samaras’s New Democracy, which took 27.8% with
76 seats. The far-right Golden Dawn placed third with 6.3%, followed by To Potami with
6.1%.

The radical leftist Syriza party formed a new coalition government on Monday with the
right-wing fringe party, Independent Greeks, within hours of its election victory. The
Independent Greeks party leader then expressed his support for Syriza in a vote of
confidence in Parliament scheduled on Feb. 5. The alliance’s anti-austerity policies
threaten to derail Greece’s bailout program or even offset the euro bloc’s economy
recovery stimulus.

Nonetheless, Tsipras has recently softened his tone and has pledged to keep the nation
within the single currency area as he negotiates a write-down of Greek debt and eases
budget constraints that were imposed in return for aid after the country’s economic
collapse.
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Greece Economy

= Greece has struggled under repeated rounds of austerity that have pushed
unemployment up to 25% compared with the Eurozone average of 11.5%. The
country has the highest unemployment rate in the Eurozone.

=  Greek debt, at 175% of gross domestic product (GDP), remains at unsustainable
levels.

=  With unemployment painfully high and economic growth painfully low, calls for
an end to austerity increased among the Greeks.

A game changing milestone

=  Syriza's victory marks a turning point in the long euro zone crisis — a possible
“Grexit”, changing bailout rules and policies involving other Eurozone members,
especially after last week’s quantitative easing plan (QE) announcement by the
ECB.

= Now, the new coalition government’s mandate is to confront the European debt
inspectors on the nation’s austerity program imposed since May 2010.

= The coalition wants to renegotiate the terms of Greece’s EUR 240bn bailout deal
with the European Union (EU) and International Monetary Fund (IMF) five years
ago to deliver its election pledges, which includes a writedown of Greek debt
while persuading European creditors to keep aid flowing.

=  The current round of funding expires on Feb. 28 and talks with the European
Central Bank (ECB), IMF and European Commission, or collectively known as the
“Troika”, for its renewal have stalled since September amid demands for further
belt tightening.

Two possible outcomes
(1) A continual standoff over debt restructuring until at least one of

the parties make concessions for Greece to remain in the EU

= The Troika has made clear that, at least for now, they were unlikely to oblige to
Tsipras on his demands, especially his pledge to seek a write-down of Greece’s
huge debt.

= However, Greece needs its next allocation of bailout money — a EUR 7bn
payment — to keep the government running and pay off looming debts to avoid
a potential default. And for Greece to be eligible to the additional lending,
available in July, Greece would need to comply with the current austerity
program.

= |t has a choice between compromising with the Troika and a huge state
bankruptcy that could lead Greece further into the abyss.

= As exiting the single currency bloc also has significant implications on the
Eurozone (please see Point 2 below), it has become a vehicle for Greece's
political brinkmanship.

= Even if the European creditors are prepared to relax some of the terms of
Greece’s bailout, further debt relief was out of the question. Any debt relief will
be met with fierce opposition from northern states, particularly Germany.

= As such, we do not expect any reduction of Greece’s huge debt commitments,
but we should be seeing the Troika working with Athens in the interest of all to
enable further progress — helping Greece to have more growth, more jobs, and
more investment. Therefore, the standoff may ultimately find both sides
reaching a middle ground — one on which Greece could move toward an
eventual economic and social recovery, with European officials partly relaxing
their insistence on strict budgetary discipline.
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(2) Greek exit from the euro, or “Grexit”
= Having said the above, even if the Troika made concessions, Greece could still
opt to exit the euro.

Implication to the Greece economy:

=  Greece would be pushed into a serious crisis — with money running out and
neither the Troika nor the ECB in any position to help, and rapidly turn into a
disastrous spiral that it defaults within the euro or even out of the euro.

= Defaulting on its sovereign debt could push up the cost of borrowing in its
private sector and tipping its modest economic recovery into recession. This
would further exacerbate the country’s already troubling debt-to-GDP ratio,
leading to a downgrade in its sovereign credit rating, and further slowing
investment and the GDP.

= The new drachma would drop and the extent would depends on the
considerable amount of debt that would have to be forgiven/restructured.

= A run on Greek banks as depositors would avert the risk of “haircut” by
transferring euros in Greek banks to a more stable banks. The Greek central bank
has already requested emergency liquidity assistance from the ECB in
anticipation of the upcoming elections, however, provided some relief to the
depositors.

Implication to the euro area:

= The ECB last week pledged to pump EUR 1.1trn into the region’s economy to
stave off deflation and ignite growth. With Syriza in the lead, the result will be
important to determine whether Greece will be participating in the expanded
asset purchase program.

=  Nonetheless, with or without Greece, ECB’s QE would remain as the dominating
effect to the euro economy. Falling energy costs and anticipation of more
European Central Bank stimulus helped lift optimism about an economic
recovery.

=  Should Greece default on their debt, the other euro members would have to face
the aftermath — non-Greek taxpayers would be left to foot the bill. Eurozone
governments are the biggest holders of Greek debt at the moment.

=  But Greece is a small country and trouble there might be manageable. But it
would send a wrong signal to the other countries to follow suit - euro economic
recovery would stall, reforms and restructuring could never take their course,
and affecting global economy.

Conclusion: Time to get insurance?

= |t seems like we are set to have a very uncertain year ahead. Investors should
take a step back to consider buying some insurance — whether in the form of
options, futures or some other financial instrument — that is reasonably
inexpensive to hedge these risks.

= Investors may also wish to consider gold, as the yellow metal should thrive on
uncertainty in terms of a big rise in safe haven demand — as a reaction of the ECB
money printing, Swiss peg exit and overall uncertainty. It is reasonable to expect
that it might move tactically even higher in case of a Greek tragedy, but
strategically it should be on its way to go back to fundamentals.

=  Asia ex-Japan (AxJ) region should be rather insulated from the Greek contagion —
relatively healthy local banking systems should provide a buffer as they did after
the global financial crisis in 2007. However, the region (mostly are export-reliant
economies) is still likely to be affected through trade linkages. As such, we
maintain OW on AxJ as demand from US (stronger economy) would likely to pick
up the slack from the eurozone somewhat. Breaking down, we OW on China,
India, Indonesia; NW on Malaysia, Thailand and Singapore.
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Important Information
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immediately. Phillip Securities Research shall not be liable for any direct or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources, which Phillip Securities Research has no reason to believe are unreliable
and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this publication are based on such information and
are expressions of belief of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this information and no
representation or warranty, express or implied, is made that such information or Research is accurate, complete, appropriate or verified or should be relied
upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities Research shall not have any
responsibility to maintain or update the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no
event will Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors,
employees or persons involved in the preparation or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not
limited to any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept
any legal responsibility from any person who receives this publication, even if it has been advised of the possibility of such damages. You must make the final
investment decision and accept all responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or other
materials presented in this publication.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any
time without prior notice. Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This publication should not be relied upon
exclusively or as authoritative, without further being subject to the recipient’'s own independent verification and exercise of judgment. The fact that this
publication has been made available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this
publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not
be made, unless all such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of
the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks. Nothing in
this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
research should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees
or persons involved in the preparation or issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and
worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities),
brokerage or securities trading activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may have participated in or invested in transactions
with the issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business from such issuers. Additionally,
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees
or persons involved in the preparation or issuance of this report, may have provided advice or investment services to such companies and investments or
related investments, as may be mentioned in this publication.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees
or persons involved in the preparation or issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in
related futures or options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other
compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any
fluctuation in exchange rates between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an
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To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to
its officers, directors, employees or persons involved in the preparation or issuance of this report, may at any time engage in any of the above activities as set
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this publication. Accordingly, information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the preparation or issuance of this report, may, to the extent permitted by law, have acted upon or used the
information prior to or immediately following its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this report, may have issued other material that
is inconsistent with, or reach different conclusions from, the contents of this material.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research
to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. Section 27 of the Financial
Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-NO1) do not apply in respect of this publication.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of
any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek
advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking
into account the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such
products.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection with, this document.
This report is only for the purpose of distribution in Singapore.
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