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Investment Objective
This fund aims for above average long term capital growth by investing in an international portfolio of shares in companies involved in high technology
industries.
 
Key Fund Facts
 

(As of 31 March 2023)

 Launch Date 11 December 2000
Launch Price SGD 1.000
Manager of ILP Sub-Fund Templeton Asset Management Limited
Name of Underlying Fund(s) Franklin Templeton Investment Funds -

Franklin Technology Fund
Manager(s) of Underlying
Fund(s)

Franklin Advisers Inc.

Risk Classification Higher Risk
 

Subscription Cash, CPF(OA) and SRS
Pricing Frequency Daily
Management Fees 1.50% p.a. of Net Asset Value
Bid SGD 2.975
Offer SGD 3.132
Fund Size SGD 505.1M
 

Performance
 

(As of 31 March 2023)
 

Period 1 Month 3 Months 6 Months 1 Year 3 Year^ 5 Year^ 10 Year^ Since
Inception^

Fund (bid-to-bid) 5.20% 18.48% 9.46% -21.25% 11.07% 11.74% 15.75% 5.25%
Benchmark 8.71% 20.14% 18.09% -8.09% 19.26% 17.51% 18.61% 6.93%
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 AIA Global Technology Fund   Benchmark
Source: AIA Singapore

 

Notes (1) Performance of the fund is in SGD on a bid to bid basis with net dividends reinvested,
without taking into consideration the fees and charges payable through deduction of premium or
cancellation of units (2) ^ denotes annualised returns (3) Current benchmark: MSCI World
Information Technology Index (w.e.f 30 September 2017) (4) Previous benchmark: Merrill Lynch 100
Technology Index (Inception to 29 September 2017)
 
Past Performance is not necessarily indicative of future performance.
 

Sector Allocation (%)
 

(As of 31 March 2023)

 
Country Allocation (%)
 

(As of 31 March 2023)
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Source : Franklin Advisers Inc., Information from the underlying Franklin Templeton Investment
Funds – Franklin Technology Fund
For Country Allocation: Cash & Cash Equivalents are added into all countries equally.

 



  
Top Holdings
 

(As of 31 March 2023)

 Holdings (%)
MICROSOFT CORP 6.96
NVIDIA CORP 6.37
APPLE INC 5.67
AMAZON.COM INC 4.81
MASTERCARD INC 3.38
ASML HOLDING NV 3.14
SALESFORCE INC 2.67
SERVICENOW INC 2.66
ALPHABET INC 2.60
SYNOPSYS INC 2.60
TOTAL 40.86
Source : Franklin Advisers Inc., Information from the underlying Franklin Templeton Investment
Funds – Franklin Technology Fund
 
Manager’s Commentary
 

(As of 31 March 2023)

 MARKET OVERVIEW

Global equities collectively rose during the first quarter of 2023 amidst investor optimism about an approaching end to the worldwide rate-hiking cycle.
After a strong rally in January, global stocks declined in February and experienced heightened volatility in March due to banking turmoil in the United
States and Switzerland. However, fairly quick action by authorities in both countries to stem potential contagion reassured many investors, driving
global stocks higher. As measured by MSCI indices in US-dollar terms, developed market equities modestly outperformed a global index, while
emerging and frontier market equities substantially underperformed it. In terms of investment style, global growth stocks significantly outperformed
global value stocks. In the United States and globally, the information technology (IT) and communication services were, by far, the top-performing
sectors. Within the group, exceptional industry-level rallies were evident in semiconductors and semiconductor equipment makers, as well as
interactive media and services providers, while the laggards included diversified and wireless telecommunication services, along with IT services,
though both were still up solidly for the quarter. From a wider perspective, IT has been the best performer since the bear market low point in October
2022.

PORTFOLIO PERFORMANCE

The fund underperformed its MSCI World/Information Technology Benchmark. The Stock Selection to Semiconductors and Application Software, the
lack of Exposure to IT Consulting and Other Services, Off-Benchmark Exposure are Research and Consulting Services, Significant Underweight to
Technology Hardware, Storage and Peripherals.

Contributors
• IT Consulting and Other Services (Lack of Exposure)
• Semiconductors (Stock Selection)
• Communications Equipment (Stock Selection, Significant Underweight)

Detractors
• Application Software (Stock Selection)
• Technology Hardware, Storage and Peripherals (Significant Underweight)
• Research & Consulting Services (Off-Benchmark Exposure)

OUTLOOK
• IT sector sentiment and valuation improved in early 2023, which we think happened for a few reasons. First, US Treasury yields have trended down
from their highs in 2022’s fourth quarter as inflation cooled and from their 2023 year-to-date highs at the beginning of the banking turmoil as the
banking industry stabilised. Second, while we remain aware of signs that the broader economy is under stress, it appears we may be getting closer to
the end of the negative estimate revision cycle amongst more cyclically sensitive technology industries (e.g., semiconductors) and advertising-driven
internet companies as well (though this assertion remains dependent on how hard of an economic landing the US and global economies might be in
for). Third, we believe many IT companies have clearly gotten the message about the need for efficiency in this higher cost-of-capital environment,
and profitability is, for the most part, surprising to the upside even when revenue is not, according to our analysis. Fourth, both earnings estimate
revisions and cost cutting appear to be occurring in the IT sector before other sectors due to COVID-driven overconsumption in 2020–2021, which we
believe bodes well for the sector on a relative basis if/when we head into a recession. Finally, generative AI and its impact on growth in the IT sector
may be starting to shift from theoretical to tangible as we see early examples of “productisation” and monetisation from the likes of Microsoft and
others.

• In terms of portfolio positioning, we were active in the first quarter in terms of new purchases, complete sales, and addition to existing higher-
conviction holdings as we deployed some of the large cash position we had accumulated by the end of 2022. While we haven’t made any dramatic
shifts in industry-level allocations lately, we were more inclined to deploy cash into areas of tech that fall outside of the enterprise-buying centre, given
our concern that there is still room for more cuts as enterprises fine-tune their 2023 budgets and prepare for a potential recession. We still maintain
this position today, and we are also now more hesitant to add to semiconductors given the runup in valuations through March-end.

• We would summarize our outlook for the IT sector as incrementally cautious near-term, but as bullish as ever over the long-term. The former is
certainly up for debate, and we’re prepared to change our more cautious stance if data doesn’t support it. As it stood heading into April, our concern is
that the collapse of two US mid-sized banks and their knock-on effects (despite the stabilisation of the banking industry), including a broader
tightening of credit, increases the chances of an economic hard landing and more belt-tightening across businesses (particularly in the technology
and banking space) as well as consumers, relative to the expectations of investors and the management teams at our held companies. Meanwhile,
IT’s outperformance in the first quarter was driven at least in part by the pricing in of fewer rate hikes (and even rate cuts)—suggesting at least a
portion of this valuation tailwind is behind us. That said, we also believe the IT sector looks compelling relative to the broader economy given its head
start in working through recession dynamics, and taking into consideration its above-average quality, profitability and secular growth characteristics—
all of which we think should stand out in a downturn. We also think the IT sector stands to benefit from spending by many companies on productivity-
enhancing technologies as they seek to drive cost savings to offset a cyclically weaker demand environment and a higher cost of capital.

 
 
 
 
 



 
 
 
 
• Long-term, we are bullish on AI (one of our 10 “digital transformation,” or DT, sub-themes). Generative AI should be a meaningful global productivity
driver, and we believe the companies that enable it through compute capacity, model building and data wrangling should stand to profit. We also think
cloud computing (another DT sub-theme lined to software-as-a-service) should resume its strong growth after the current cost-optimisation cycle,
which we believe should eventually switch from headwind into a tailwind for many of our software holdings. We are also seeing how AI, robotics and
automation will require many more data centres, so the demand for cloud computing and data storage has the potential to continue to grow rapidly.
Lastly, we continue to actively invest across our remaining eight DT sub-themes: new commerce; digital media transformation and the rise of the
metaverse; digital customer engagement; fintech and digital payments; electrification and autonomy; IoT (Internet of Things); cybersecurity; and the
future of work.

• We continue to believe DT is a multi-trillion-dollar opportunity as it enables a widening array of companies to leverage software and data to better
understand their customers and business processes, as well as various technologies to radically transform how they operate. Furthermore, with
evidence that DT drives improved productivity and deeper customer relationships, we believe companies are now operationalising and scaling what
worked during the COVID crisis and extending their DT initiatives into other parts of their operations.

• In terms of valuation, the forward price/earnings (P/E) multiple on the MSCI World Information Technology Index ended the March quarter
substantially higher than the October 2022 trough, and it has also expanded significantly on a relative basis (when compared to the broader MSCI
World Index). Lower US Treasury yields have certainly given the tech sector some buoyancy. Digging a level deeper, it is clear to us that
semiconductors (particularly NVIDIA) drove a lot of this multiple expansion as forward earnings estimates continue to get reduced in the current
subdued macro/demand environment, and as some AI optimism works its way in. Other areas, like software and communication services, have also
seen their P/E multiples expand, but they remain well off their highs. As always, we continue to consider valuation within the context of sector quality
and growth as well as the cost of capital.

• A key risk we are monitoring includes quantifying IT demand pull-forward during the COVID pandemic. While a recession would have a negative
impact on enterprise software, hardware/capex (capital expenditures) and services, we think the digestion of “pull forward” spend that occurred in
2020–2022 could exacerbate the pace of deceleration in 2023 and perhaps impact 2024 as well. We expect this to be less impactful to “platform”
businesses that provide essential functionality and clear productivity increases.

• Other risks we are monitoring include the aforementioned collapse of two US mid-sized banks and the impact on technology-related and financial
services industries; we anticipate incremental caution around IT budgets at technology companies that relied on these banks for capital, and regional
banks that may have to prepare for risks to deposits or loan activity.

• We are also cognisant of increased risk associated with China geopolitics. Our China exposure in the fund is relatively limited, but ownership of
Alibaba Group Holding and Taiwan Semiconductor Manufacturing, amongst others, requires us to stay on top of headlines involving Chinese
President Xi Jinping’s domestic tech industry policies, tensions with Taiwan, involvement with Russia, the United States’ handling of TikTok, and more.

• In our long-term view, the most important aspect is still “quality,” which we define as companies with strong, improving competitive position,
experienced/talented management teams with a proven track record of execution, premium-level financial strength and strong unit economics—along
with an awareness about the costs they are imposing on the environment and society, adding to signs that an appropriate corporate governance
structure is in place.
Source: Templeton Asset Management Limited
 
Please refer to the Product Summary applicable to the investment-linked policy which you have purchased or intend to purchase for these applicable fees and charges.
 

 AIA Global Technology Fund is an investment-linked policy (ILP) fund offered by AIA Singapore Private Limited (“AIA Singapore”) and is only available under AIA Investment-Linked Policies. AIA
Singapore is the product provider. This fact sheet is prepared by AIA Singapore and the information presented is for informational use only. Investments are subject to investment risks including the
possible loss of the principal amount invested. Past performance, as well as the prediction, projection or forecast on the economy, securities markets or the economic trends of the markets are not
necessarily indicative of the future or likely performance of the ILP funds. The performance of the ILP funds is not guaranteed and the value of the units in the ILP funds and the income accruing to the
units, if any, may fall or rise. A product summary relating to the ILP funds is available and may be obtained from your AIA Financial Services Consultant. A potential investor should read the product
summary before deciding whether to subscribe for units in the ILP funds. AIA Singapore does not warrant or make any representations regarding the use or the results of the use of the figures
generated in terms of their correctness, accuracy, reliability, or otherwise.
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