B Dt on Asia Monthly Manager Commentary
- — z

Newton Asian Income Fund

December 2007

Jason Pidcock

For Professional Investors Only
Newton Asian Income Fund Commentary December 2007

Economic and market developments

It was a volatile end to the year for global equity markets. After November’s sharp correction, markets recovered
slightly as renewed expectations of a Fed rate cut injected optimism into the markets. Nevertheless, sentiment
soon turned sour despite better than expected employment figures, with concerns about inflation and prospects
for further rate cuts. Several attempts were made by some of the world’s central banks to provide greater
liquidity to stabilise the market. However, in China we saw the reverse, as the PBOC (People’s Bank of China)
tightened liquidity further, firstly by raising the reserve ratio requirement by a whole percentage point to 14.5%,
and then raising interest rates once again. China has raised interest rates six times in 2007 and raised the
reserve ratio ten times. Overall, the best performing markets were Malaysia, Singapore and India. The worst
performing market in the region for the month, and indeed for the year as a whole, was Taiwan, which aside
from having a highly geared economy to the US consumer, was rocked by political noise, capital outflows, and
changes in corporate tax and labour laws in China. Elsewhere, the credit crunch took its toll on debt refinancing
for some leveraged vehicles such as Centro Properties in Australia. The shares plunged 76% in one day. With
the large US banks reporting more and more write downs stemming from the US sub-prime mortgage crisis, the
Chinese, flush with dollars thanks to their massive exports, came to the rescue of struggling companies,
shapping up stakes in Morgan Stanley, Fortis Bank, Bear Stearns, Blackstone, Barclays and Standard Bank. On
the political front, there were elections in Korea where Lee Myung Bak of the Grand National Party won a
landslide victory. We also had elections in Thailand, where the PPP Party won the most seats. The
assassination of Benazir Bhutto in Pakistan right at the end of the year had a negative effect on the country’s
markets and also helped the oil price end the year on a firm note. Elections in Pakistan have been put back to
18th February 2008.

Fund performance

The Fund performed well against a volatile backdrop, with defensive positions holding up returns. A higher
weighting in South East Asian markets also contributed to outperformance. Gamuda, the Fund’s largest holding,
with infrastructure exposure to the Malaysia, Vietnam and the Middle East won a RM12.5bn government rail
contract in Malaysia. Other steady cash cow companies such as Telstra and Taiwan Mobile helped the Fund

to withstand the market’s erratic movements.

Fund activity

Activity was limited this month to increasing the position in Parkway and Hopewell Highway, while trimming
Advanced Info Services of Thailand and Australia, and New Zealand Banking Corp.
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Outlook

Looking ahead, we expect markets to continue to exhibit high levels of volatility. Risks to the global economy
look to be skewed to the downside and we see many challenges ahead for 2008. More restrictive liquidity
conditions, higher energy prices and a slowing US economy will play a key part in moderating global growth.
Although the environment remains challenging for Asia, we feel that the slowdown emerging from the developed
world shouldn’t dampen the structural Asian growth story, which is supported by solid fundamentals. Asian
company earnings growth continues to be well underpinned by a growing domestic economy, fuelled by
urbanisation and industrialisation. At the consumer level, savings rates are high and incomes are rising, while at
the country level, current account surpluses and foreign exchange reserves provide a substantial buffer, and at
the corporate level, gearing ratios have been brought down significantly with many companies now sitting on net
cash balances. However, against an uncertain global macroeconomic backdrop, we shall continue to focus our
attention on Asian domestic demand companies with strong cash flows and cash balances. We feel these
companies should be more insulated from the effects of a weaker global economy, but at the same time
benefiting from structural long-term growth trends, and appreciating currencies.

J Pidcock, December 2007
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Important Information

This is a financial promotion and is not intended as investment advice. The information provided within is for use by professional
investors and should not be relied upon by retail investors.

All information relating to Newton Investment Management Limited and the Newton Asian Income Fund has been prepared by
Newton Investment Management Limited for presentation by BNY Mellon Asset Management International Limited. Any views and
opinions contained in this document are those of Newton Investment Management Limited at the time of going to print and are not
intended to be construed as investment advice. BNY Mellon Asset Management International Limited and its affiliates are not
responsible for any subsequent investment advice given based on the information supplied.

This document may not be used for the purpose of an offer or solicitation in any jurisdiction or in any circumstances in which such offer or
solicitation is unlawful or not authorised. Past performance is not a guide to future performance. The value of investments and the income
from them is not guaranteed and can fall as well as rise due to stock market and currency movements. When you sell your investment you
may get back less than you originally invested. The Full Prospectus should be read before an investment is made. This document can be
obtained from www.bnymellonam.com. To help us continually improve our service and in the interest of security, we may monitor and/or
record your telephone calls with us. Changes in the rates of exchange may affect the value of investments. Tax treatment will depend on the
individual circumstances of clients and may be subject to change in the future.

Mellon Investment Funds ICVC is an Investment Company with Variable Capital (ICVC) incorporated in England and Wales under
registered number IC27 and is authorised by the Financial Services Authority. Mellon Fund Managers Limited (MFM) is the Authorised
Corporate Director. Mellon Fund Managers Limited, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No. 1998251
Authorised and regulated by the Financial Services Authority. The investment adviser of the Newton sub-funds is Newton Investment
Management Limited (NIM). Investments should not be regarded as short-term and should normally be held for at least five years.

Changes in the rates of exchange may affect the value of investments. Certain funds can invest in overseas securities which may also
generate profits overseas and pay dividends in foreign currencies, which means certain funds are exposed to changes in currency rates.
Certain funds may invest in emerging markets. It should be noted that these markets have additional risks associated with local custody and
registration practices that may be less developed than more mature markets. Certain funds take their charges from the capital of the fund.
Investors should be aware that there is potential for future capital erosion. Certain funds have a concentrated portfolio of stocks due to
investment in a single country or geographic area/limited industry diversification or investment in a limited number of securities, giving rise to
concentration risk. Certain funds may invest in smaller companies. Smaller companies may be riskier and less liquid than larger companies.
This means that their share prices may be more volatile. Certain funds may hold sub-investment grade bonds that typically have a low credit
rating and carry a high degree of default risk, which can affect the capital value of your investment. All of the sub-funds may use derivatives
for efficient portfolio management (EPM) purposes. EPM restricts the use of derivatives for the reduction of risk, the reduction of cost and
the generation of additional capital or income with no or an acceptable low level of risk. EPM transactions must be economically appropriate
and the exposure fully covered. Certain funds will, additionally to EPM, make use of the expanded regulations and use derivatives in pursuit
of their investment objectives. All of these factors may affect the performance of funds.

This document is issued in the UK and in mainland Europe (excluding Germany) by BNY Mellon Asset Management International Limited.
BNY Mellon Asset Management International Limited, The Bank of New York Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA.
Registered in England No. 1118580. Authorised and regulated by the Financial Services Authority.

In Germany, this document is issued by WestLB Mellon Asset Management Kapitalanlagegesellschaft mbH, which is regulated by the
Bundesanstalt fur Finanzdienstleistungsaufsicht. WestLB Mellon Asset Management was formed as a 50:50 joint venture between The
Bank of New York Mellon Corporation and WestLB AG. If WestLB Mellon Asset Management Kapitalanlagegesellschaft (\(WMAM KAG)
receives any rebates on the management fee of investment funds or other assets, WMAM KAG undertakes to fully remit such payment to
the investor, or the Fund, as the case may be. If WMAM KAG performs services for an investment product of a third party, WMAM KAG will
be compensated by the relevant company. Typical services are investment management or sales activities for funds established by a
different investment management company. Normally, such compensation is calculated as a percentage of the management fee of the
respective fund, calculated on the basis of such product’s fund volume managed or distributed by WMAM KAG. The amount of the
management fee is published in the prospectus of the respective fund. Any compensation paid to the WMAM KAG does not increase the
management fee of the relevant fund. A direct charge to the investor is prohibited. In Germany, the prospectus is available from JPMorgan
AG, Junghofstrasse 14, 60311 Frankfurt Am Main.

BNY Mellon Asset Management International Limited, Mellon Global Management Limited (MGM) and Newton Investment Management
Limited are all ultimately owned by The Bank of New York Mellon Corporation.

www.bnymellonam.com / www.newton.co.uk
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