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GIC recovers losses from previous year, sees higher returns 
By May Wong | Posted: 27 September 2010 2151 hrs  

SINGAPORE : The Government of Singapore 
Investment Corporation (GIC) said on Monday that it 
has significantly recovered its losses from the 
previous year.  
 
No figures were given, but the comment came in its 
latest annual report for the year ended March.  
 
In September last year, GIC said it had recovered 
more than half of its losses then. GIC's portfolio lost 
20 per cent in Sing dollar terms in the financial year to 
March 2009, compared to the previous year.  
 
This is the third year that GIC, with investments valued at over US$100 billion or about 
S$132 billion, is releasing its annual report.  
 
The sovereign wealth fund said its real rate of return, adjusted for inflation, was 3.8 per cent, 
up from 2.6 per cent a year ago.  
 
Its 20-year nominal average annual rate of return increased to 7.1 per cent in US dollar 
terms, compared to 5.7 per cent the previous year.  
 
GIC's deputy chairman and executive director, Tony Tan, said: "It started buying back its 
equities in the second quarter of last year and the markets have since recovered." So its 
"portfolio is in good shape" now.  
 
The annual report showed that GIC has increased its asset allocation of investments to 
public equities in developed and emerging markets from 38 per cent a year ago to 51 per 
cent as of March this year.  
 
Observers said they were not surprised by the fund's better financial report.  
 
Song Seng Wun, regional economist, CIMB, said: "I suppose the stakeholder, ie 
Singaporeans ... and other businesses, who all contributed into building up their reserve, 
it's good that the reserve is gradually being built up.  
 
"Yes, it will be subjected to the ups and downs of growth cycle, recession, but if over the 
long to medium term, it can consistently continue to just do relatively well, then I suppose 
that's all that matters.  
 
"Over time, as long as they continue to deliver steady performance, rather than spectacular, 
then I suppose that's already a job well done."  
 
GIC said it will make two major adjustments to its investment policy after a comprehensive 
review.  
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Firstly, it will continue to increase its investments in the emerging economies especially in 
Asia - such as China, India and Vietnam.  
 
GIC believes that Asian emerging markets will likely deliver more superior returns, 
compared to those outside of the region.  
 
This strategy started in 2003, when GIC began to focus on emerging market equities as an 
individual asset class.  
 
It noted that over the last seven years, the emerging Asian equities market achieved an 
annualised return of 14.4 per cent in US dollar terms, outperforming the 4.6 per cent 
achieved by developed market equities.  
 
CIMB's Song said: "Given that this region as a whole has seen gradually the emergence of 
a growing middle class, we got more money to spend, in turn, more businesses are likely to 
emerge which will support all sorts of economic activities.  
 
"What we will see in coming years is that other emerging Asian countries will also similarly 
see new growth areas, and new potential growth areas will attract further investments. So 
in that light, we certainly will see that it makes more sense - we know the region well.  
 
"The GIC knows the region very, very well and given those opportunities, it does make 
sense to focus a lot of the energy here, particularly if this region continues to outperform 
the rest of the world."  
 
The second adjustment GIC will make is setting up a facility to look at medium-term 
strategy for its asset allocation.  
 
It said this will enable the management to make calibrated departures from the policy 
portfolio.  
 
Associate Professor Annie Koh, Dean, Office of Executive & Professional Education, 
Singapore Management University, said: "I think for a long time, people keep thinking GIC 
as a pension fund or an endowment fund. And if you behave like a pension or endowment 
fund, it's very passive, you do long haul.  
 
"... But GIC has now started saying, 'We're not a pension fund'. By articulating and vocally 
stating that 'we believe in a medium term strategy as well, where we could re-look the 
basket of our investment', they're saying that 'we're a little bit more pro-active than a 
pension fund, but we're not a trading fund.  
 
"So we're not fund managers. We don't look at the little blips and start moving our portfolio. 
But we want the option to make a strategic change in the portfolio when that opportunity 
arises.'  
 
"Traditionally, people think of business cycles like Fibonacci cycles - seven years of harvest, 
seven years of doom. Our current cycles are so unpredictable, we have seen cycles as 
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short as 15 months and as long as 10 years.  
 
"So I think they need that option - to say that when the cycles have now become shorter or 
have changed, and there's systemic risk, we want the option not to get fixated with a 20-
year horizon."  
 
GIC said it will continue to own 3.8 per cent of stocks in Citi and 6.4 per cent in UBS. It 
added that as a long-term investor, it is prepared to stay with the two institutions because 
they have weathered the financial crisis and have returned to profitability.  
 
GIC said the recovery beyond this year is subject to many uncertainties - like asset bubble 
threats and de-leveraging.  
 
However, Dr Tan said this will not derail GIC's long-term investment focus. He added that 
the sovereign wealth fund remains confident that it will continue to achieve sustainable 
performance in the coming years.  
 
- CNA/al  

 


