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Market Overview

Indian equities fell in December, ending the year sharply lower, amid persistent
worries over faltering growth, the weak rupee and Europe’s debt crisis. Also
hurting sentiment during the month was the government’s abrupt decision to
suspend the liberalisation of the local supermarket sector following a fierce public
backlash.

The central bank held interest rates steady as inflation appeared to be moderating
and GDP growth continued to slacken.

Industrial output declined in October for the first time in more than two years.
On a positive note, the latest purchasing managers’ index suggested that
manufacturing activity would improve on the back of better employment and an
increase in new orders.

The government approved a food subsidy bill that will give the poor access to
cheap grains but could further strain the fiscal deficit. Meanwhile, plans to set up
an independent anti-corruption agency stalled due to disagreement among
lawmakers.

Foreign individuals will be allowed to invest directly in shares of India-listed
companies, subject to existing limits for selected sectors.

Model Portfolio News
There were no major changes to the portfolio in December.

Note:

Any changes refer to those of our model portfolio, which is the basis for actual port-
folios we manage that have similar investment objectives. However, there might be
minor variations, so the comments may not apply to all portfolios.

Corporate News

Hindustan Unilever has used on its strong market position to raise the prices of some
of its products, which will help maintain its operating margins. Infosys Technologies
will acquire Australia-based Portland Group, a sourcing and category management
services provider, for 1.95 billion rupees to expand its overseas presence in a value-
added segment. Nestle India will invest up to 5 billion rupees in a noodle and
confectionary plant in Gujarat to cater to growing domestic demand.

We hold the companies highlighted above.
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Focus — A volatile year ends, a new one begins
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India’s stockmarket fell almost 40% in 2011. Persistently high inflation, elevated
funding costs and policy stasis took their toll on the economy, unnerving foreign
investors already distressed by Europe’s worsening debt crisis. The resulting outflows
weighed on the rupee, which hit a record low against the US dollar and was Asia’s
worst performing currency. Given the ongoing risks, attracting new capital flows will
be the main challenge for policymakers in 2012. Still, we would not be surprised

if the domestic market corrected further. Despite the sharp decline in 2011, the
domestic stockmarket had appreciated by more than 100% over the previous two
years. And although foreign institutional investors withdrew US$357 million last
year, they had invested US$29 billion in 2010. Nevertheless, we remain sanguine
about India’s long-term outlook, underpinned by a huge domestic market, young
and growing workforce, an expanding middle class and dynamic entrepreneurs.
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Important information

This document is not an advertisement and does not constitute or form part of any offer or solicitation to issue, sell, subscribe
or purchase any investment nor shall it or the fact of its distribution form the basis of or be relied on in connection with, any
contract for the same. The contents in this document are for information, illustration or discussion purposes only and should
not be construed as a recommendation to buy or sell any investment product and do not purport to represent or warrant the
outcome of any investment product, strategy program or product. Reference to individual companies or any securities or funds
is purely for the purpose of illustration only and is not and should not be construed as a recommendation to buy or sell, or
advice in relation to investment, legal or tax matters.

Any research or analysis used to derive, or in relation to, the above information has been procured by Aberdeen Asset
Management Asia Limited (“Aberdeen Asia”) 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 Aberdeen Asia’s own purpose.

Aberdeen Asia does not warrant the accuracy, adequacy or completeness of the information herein and expressly disclaims
liability for any errors or omissions. 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. 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. Aberdeen Asia reserves the right to make changes and corrections to the information,
including any opinions or forecasts expressed herein at any time, without notice. No reliance may be placed for any purpose on
the information and opinions contained in this document or their accuracy or completeness.

This document may not be reproduced in any form without the express permission of Aberdeen Asia and to the extent it is
passed on, care must be taken to ensure that this reproduction is in a form that accurately reflects the information presented
here.
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