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European Aeronautic Defence and Space Company (EADS)

Negative short-term news

In the view of Graham French, the market is currently taking too bearish a view of the outlook for EADS. True,
the news on the company has been overwhelmingly negative over the past few months, particularly with the
recently-won US refuelling tanker deal now being reopened to bids.

This is a major negative as it also puts in jeopardy the company’s plans to build up its manufacturing capabilities
in the US, a development the company’s management had been focusing on as a means of diversifying EADS'
euro cost exposure.

Positive factors

In the fund manager’s view, however, there remain a number of positive factors that support the investment
case for the stock:

e Aircraft orders are not disappearing. People are not going to stop flying; indeed, this remains a long-term
growth industry.

® The company’s defence business remains strong.

e EADS will continue to extract cost savings from its ‘Power 8’ restructuring program

e The order backlog remains strong for number of its products including the A380, A320 and A340.

Benefits to come

The A380 will begin use with new customers such as Emirates later this year and Quantas next year. Our
view is that when airlines start to see the benefits (particular in terms of cost and fuel efficiency) of the
A380 in their fleets, demand for this transformational product will soar. The China story also remains intact
with huge air traffic growth predicted in this country and the rest of the Asian region.

Oil price

The oil price and the euro/dollar exchange rate nevertheless remain key drivers for the company. It

will be difficult for EADS to turn round its fortunes if the current oil price / dollar weakness continues.
In view of this, however, and given that much of the fund is positively exposed to the high oil price (and
therefore weak dollar), from a portfolio construction perspective it is beneficial to hold diversifying
positions with negative correlation to this theme.

Long-term case

In summary, Graham French believes that, despite its short-term problems, the long-term case for EADS
remains intact. As ever, though, he and the Global Equities team at M&G will continue to keep a close
eye on the company.
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Important Information

This newsletter is solely for information and private circulation to potential clients of Prudential Asset
Management Singapore Limited (“PAMS”) (Company Reg No. 199407631H) and may not be published,
circulated, reproduced or distributed in whole or part to any other person without our prior written consent.
This newsletter should not be construed as an offer or solicitation for the subscription, purchase or sale of any
securities mentioned herein. There is no assurance that any securities discussed herein will remain in the fund’s
portfolio at the time you receive this newsletter. Whilst the Manager has taken all reasonable care to ensure
that the information contained in this newsletter is not untrue or misleading at the time of publication, the
Manager cannot guarantee its accuracy or completeness. A prospectus in relation to the Fund is available and
a copy of the prospectus may be obtained from the Manager and its distribution partners. Potential
Investors should read the prospectus before deciding whether to subscribe for or purchase units in
the Fund. The value of units in the Fund and the income accruing to the units, if any, may fall or rise. Past
performance of the Fund and PAMS is not necessarily indicative of the future or likely performance of the
Fund or of PAMS. The prediction, projections or forecasts on the economy, securities markets or the economic
trends of the markets are not necessarily indicative of the future or likely performance of the funds or the
managers. PAMS and its related and affiliated corporations together with their respective directors and
officers may have or may take positions in the securities mentioned in this documentation and may also
perform or seek to perform broking and other investment services for the corporations whose securities are
mentioned in this documentation as well as other parties. An investment in the Fund is subject to investment
risks, including the possible loss of the principal amount invested. Investments in the Fund are not deposits or
other obligations of, or guaranteed or insured by PAMS or any of its related corporations. Investors may wish
to seek advice from a financial adviser before making a commitment to invest in units of the Fund. In the
event an investor chooses not to seek advice from a financial adviser, the investor should consider whether the
Fund is suitable for him. Investors should not act on it without first independently verifying its contents. Any
opinion or estimate contained in this document is subject to change without notice. PAMS and Prudential plc
are not affiliated in any manner with Prudential Financial, Inc., a company whose principal place of business is
in the United States of America. As at end March 2008, PAMS has approximately $$62.20 billion of assets under
management, of which approximately $$32.78 billion are discretionary funds managed in Singapore.

For internal circulation only. Pmrmﬁﬂr Asset Ma nagement

Strictly not meant for external distribution.




