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Scottish independence vote too close to call
Emerging markets weaken on expectations of a more
hawkish Fed

Geopolitics continues to weigh on markets

Oil price falls further as demand weakens

China sees factory output slowing

UK equities fell by 1.2% in sterling terms last week as markets
started to price in the possibility of a ‘Yes’ vote in Scotland’s
independence referendum on Thursday. Sterling also weakened
against the dollar, depreciating by -0.5%. Following the release
of a number of polls last week, consensus opinion suggests
that the outcome is now too close to call, in particular as half
a million Scots are still undecided. The ‘Yes’” vote has certainly
been gaining momentum since the start of the year, and in
particular over the past few weeks; the ‘No’ campaign, on the
other hand, still marginally leads in the majority of polls.

In the US, equities were flat, as investors await this week’s much
anticipated Federal Reserve Open Market Committee (FOMC)
meeting. Market expectations of a more hawkish Federal Reserve
(Fed) have been increasing, despite the release of weaker than
expected jobs data two weeks ago. As it stands, Quantitative
Easing (QE) in the US will come to an end in October, and bond
markets are keen to learn how much time will pass between the
end of QE and the first rise in interest rates. Janet Yellen, Chair
of the Fed’s Board of Governors, has previously commented that
there would be j§considerable time;j ™ before rates start to go up,
which has largely been interpreted as meaning mid-2015. Strong
economic data releases over the past few months may lead Ms
Yellen to adopt a more hawkish stance at this week’s meeting,
however. Notably, the San Francisco Federal Reserve released
a report last week arguing that markets are being complacent
with regards to interest rate increases. US high yield (HY) bonds
ended the week down by 0.8%, as flows out of US HY bond funds
picked up once more; US corporate bonds fell by 0.5% and US
Treasuries fell by 0.3%.

The prospect of tighter monetary policy in the US also weighed
on emerging markets (EM). EM equities, boosted in recent years
by loose monetary policy, fell by 2.7%. Equities in emerging
Asia fell by 2.0% and Latin American stocks plunged 4.6%. EM
currencies also fell, with the South African rand falling by 2.1%
against the greenback, to reach its lowest level since February.

Geopolitical concerns heightened once again last week, with the
European Union and the US both announcing new sanctions on
Russia, targeting financial, defence and energy firms, including
Gazprom. On Wednesday, US President, Barack Obama,
also announced that the US will engage in a military effort to
halt Islamic State (IS) militants in Irag and Syria, and over the
weekend UK Prime Minister, David Cameron, was put under
pressure to act following the murder of a British aid worker in
Iraq by IS fighters.

Despite this geopolitical backdrop, the price of oil continues to
fall. The International Energy Agency (IEA) released a report last
week arguing that this is largely a reflection of falling demand.
ThelEAannounced a downward revision to its demand forecasts
for 2014/2015, as Europe’s lacklustre growth rates and a slow-
down in China both weigh on demand for the commodity. The
price of Brent crude has now fallen from a recent high in June of
USD 115, to USD 97 at the end of last week.

Over the weekend, China released a weak set of economic
data, including disappointing industrial production figures
which registered 6.9% year-on-year versus 8.8% expected. The
measure of factory output in China is now at its lowest level
since the financial crisis, putting pressure on the 7.5% growth
target set by China’s authorities. The Chinese National Bureau
for Statistics noted weak global demand and pressures on the
domestic housing sector as the root causes of the slowdown.
Chinese retail sales rose by 11.9% in August, also missing
forecasts for growth of 12.19% year-on-year.

Source: Bloomberg. Returns in US dollars unless otherwise stated.
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Currenc
y Week ending

12 Sept. 2014

Currency returns

Month
to date

YTD 2014 12 months

United States S&P 500 NR usb 0.0% -0.2% 9.2% 20.5%
United Kingdom MSCIUKNR GBP -1.2% -0.3% 3.6% 8.8%
Continental Europe MSCI Europe ex UKNR EUR -1.0% 1.4% 7.0% 13.6%
Japan Topix TR JPY 1.1% 2.6% 1.9% 11.3%
Asia Pacific (ex Japan) MSCI AC Asia Pacific ex Japan NR usb -2.4% -1.5% 10.0% 12.5%
Australia S&P/ASX 200 TR AUD -1.3% -0.9% 7.3% 10.9%
Global MSCI World NR usD -0.6% -0.6% 6.1% 14.6%
Emerging Market Equities

Emerging Europe MSCIEM Europe NR usDh -2.5% 1.0% -5.8% -1.3%
Emerging Asia MSCIEM Asia NR usDh -2.0% -1.0% 10.5% 14.5%
Emerging Latin America MSCIEM Latin America NR usb -4.6% -4.6% 11.6% 8.9%
BRICs MSCI BRIC NR usD -3.2% -1.2% 10.1% 12.0%
MENA countries Dow Jones MENA TR usb -0.4% 1.0% 26.7% 36.1%
South Africa MSCI EM South Africa NR USD usD -4.7% -2.5% 9.8% 12.3%
India Nifty Fifty TR usD -0.8% 1.3% 31.8% 46.9%
Global emerging markets MSCI EM (Emerging Markets) NR usb -2.7% -1.6% 8.9% 10.9%

US Treasuries JP Morgan United States Government Bond USD -0.3% 0.9% 3.5% 2.5%
Index TR
US Treasuries (inflation Barclays Capital U.S. Government Inflation 0 5 0 o
protected) Linked TR usb -0.8% -1.5% 5.4% 3.1%
US Corporate (investment grade) E?arglleaﬁfapltal U.S. Corporate Investment usb -0.5% -1.3% 5.8% 7.0%
. o 0
US High Vield ?Srclays Capital U.S. High Yield 2% Issuer Cap UsD -0.8% 1.0% 4.6% 8.4%
. JP Morgan United Kingdom Government o 0 o 0
UK Gilts Bond Index TR GBP -0.3% -1.6% 6.6% 5.0%
UK Corporate (investment grade)  BofA Merrill Lynch Sterling Non Gilts TR GBP -0.1% -0.9% 7.2% 7.1%
Euro Government Bonds Citigroup EMU GBI TR EUR -0.5% -0.7% 9.3% 10.5%
gjargegorporate (investment Barclays Capital Euro Aggregate Corporate TR EUR 0.0% 0.0% 6.6% 7.6%
o BofA Merrill Lynch Euro High Yield

Euro High Yield Constrained TR EUR -0.2% -1.8% -0.9% 4.8%
Japanese Government JP Morgan Japan Government Bond Index TR JPY -0.3% -0.4% 1.7% 1.9%
Australian Government JP Morgan Australia GBI TR AUD -0.8% -1.3% 5.2% 4.8%
Global Government Bonds JP Morgan Global GBI usb -0.9% -2.1% 2.5% 1.2%
Global Bonds (C\/‘\}'B%SUTFJRWOM Broad Investment Grade USD 0.7% -1.8% 2.5% 23%
Global Convertible Bonds UBS Global Focus Convertible Bond usb -0.8% -1.0% 2.3% 5.3%
Emerging Market Bonds JP Morgan EMBI+ usb -1.0% -1.1% 8.8% 9.5%

* Estimate

Source: Bloomberg
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Asset Class/Region Currency Week ending — T 2014 12 months
12 Sept. 2014 to date

Property

US Property Securities MSCIUS REIT NR usDb -1.1% -1.2% 19.0% 17.8%
Australian Property Securities S&P/ASX 200 A-REIT AUD -2.9% -2.1% 13.5% 9.7%
Asia Property Securities S&P Asia Property 40 NR usb -2.3% -0.9% 3.5% 1.6%
Global Property Securities S&P Global Property USD TR ush -1.9% -1.6% 12.0% 11.1%
Currencies

Euro usb -0.2% -1.6% -6.0% -4.5%
UK Pound Sterling usb -0.5% -2.1% -1.8% 0.4%
Japanese Yen usb -2.1% -3.1% -2.1% -8.8%
Australian Dollar usb -2.7% -2.6% 2.1% -2.3%
South African Rand usb -2.1% -2.8% -4.4% -8.6%
Swiss Franc Ush -0.4% -1.9% -4.6% -3.3%
Chinese Yuan usb 0.1% 0.3% -1.2% -0.2%

Commodities & Alternatives

Commodities RICITR usb -2.2% -3.8% -4.6% -5.8%
Agricultural Commodities RICI Agriculture TR usb -1.4% -3.5% -8.5% -11.5%
Oil ICE Crude Oil CR usD -3.2% -3.9% -11.8% -9.7%
Gold Gold Spot usb -1.7% -3.6% 2.9% -6.6%
Hedge funds HFRX Global Hedge Fund Uusb -0.1% 0.1% 2.0% 4.4%

* Estimate

Source: Bloomberg
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For more information, please contact your adviser or alternatively contact:

Financial Partners Ltd.
ZHEEEHARAE
24/F, Kinwick Centre

32 Hollywood Road
Central, Hong Kong

Important notes

This communicationisissued by Financial Partners Limited ;2 fH
BEEMHAPE/E] and/oraFinancial Partners’ related company
(collectively, and individually “FP”) solely to its clients, qualified
prospective clients or institutional and professional investors.
Unless stated otherwise, any opinions or views expressed in
this communication do not represent those of FP. Opinions or
views of any FP company expressed in this communication may
differ from those of other departments or companies within FP,
including any opinions or views expressed in any research issued
by FP. FP may deal as Distributor or Agent, or have interests, in
any financial product referred to in this email. FP has policies
designed to negate conflicts of interest. Unless otherwise stated,
this e-mail is solely for information purposes.

This message may contain confidential information. Any use,
dissemination, distribution or reproduction of this information
outside the original recipients of this message is strictly
prohibited. If you receive this message by mistake, please notify
the sender by reply email immediately.

Unless specifically stated, neither the information nor any
opinion contained herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation or advice to buy
or sell any products, services, securities, futures, options, other
financial instruments or provide any investment advice or
service by FP.

No representation or warranty is given as to the accuracy,
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www.f-p.hk
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likelihood of achievement or reasonableness of any figures,
forecasts, prospects or returns (if any) contained in the message.
Such figures, forecasts, prospects or returns are by their nature
subject to significant uncertainties and contingencies.  The
assumptions and parameters used by FP are not the only ones that
might reasonably have been selected and therefore FP does not
guarantee the sequence, accuracy, completeness or timeliness of
the information provided herein. None of FP, its group members
or any of their employees or directors shall be held liable, in any
way, for any claims, mistakes, errors or otherwise arising out of or
in connection with the content of this e-mail.

Thise-mailand any accompanying attachments are not encrypted
and cannot be guaranteed to be secure, complete or error-free as
electronic communications may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/or may contain viruses.
FP therefore does not accept any liability for any interception,
corruption, loss, destruction, incompleteness, viruses, errors,
omissions or delays in relation to this electronic communication.
If verification is required please request a hard-copy version.
Electronic communications carried within the FP system may be
monitored.
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