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—Ten Myths abouis vestments

1) BRICS are leading EM growth and development

2) BRICS represent best-performing EM equity markets

3) EM are categorized as nichefomatternative markets

4) EM imbalances have mostly:been resolved

5) EM are highly correlated and. offer no diversification

6) EM value style investment adds substantial alpha

7) EM investments can be replicated through multinationals
8) EM performance:is mostly driven by currency movements
9) US managers create substantial alpha in EM investments
10) Local managers cannot compete with global managers.

Note: these ten myths are shown to be false despite popular belief
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ombal Economic Monitor, April 2013

Sources: IMF World ]Econ
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—.2. BRICS are

IMSCTEMNET ___ 3Yr ____ 5Yr ____ 10Yr | )

T 557 = = s EM growth 5.3% vs 1.2% for DM in 2013

INDIA -3.6% -3.1% 19.6% *» Laggards are Brazil, Russia, South Africa
:ygle':\ES'A 143-1*},/% 103;;/% f:;; % Leaders are China, Nigeria, Peru, Indonesia
m'-L‘I\;’sl'QES ;g;; 189-9(‘)’{3/ gg; % Investment strongest in Malaysia & Chile
TN X P —— < Trade deficits rising in India, Turkey, Egypt
THAILAND 27.7% 14.1% 22.9% + Overvaluation in Brazil, Colombia, Turkey
ARGENTINA -13.8% 14.1% 10.0%

BRAZIL -6.8% -6.0% 23.1% % Best equity returns in Philippines & Thailand
E(HJ'L"OEMBI N 16‘;43‘;/ 156;63{:/ ;‘;?j < BRIC equity returns all negative over 5 year
MEXICO 10.9% 4.2% 19.7% s Cheapest Russia - Most Expensive Indonesia.
PERU 6’4% 2'0% 25'6% Valuations: Country Scatter for 2013 Consensus Price / Book vs. ROE

HUNGARY -13.2% -11.8% 8.3% v _ .
POLAND -1.2% -8.4% 12.4% 20135 Pricel Book o
RUSSIA -3.1% -10.9% 10.6% 3.0x - m—"—

TURKEY 7.3% 8.1% 21.9% rer | e

EGYPT '1 3 . 8% '1 4. 4% 26. 1 % . MSCI Europe Colombia S&P 500 & Peru

NIGERIA 14.0% -8.7% 15.0% 2.0% AT

S.AFRICA 4.9% 3.6% 16.5% |

EMEA 0.7% -3.3% 13.8% R P I G

EMLATIN -1.2% -2.4% 21.2% o ™™ o oL St Rl O

EMASIA 3.9% 0.7% 14.9% « Hungary

EMERGING 2.2% -0.8% 15.8% 0.5 -

EUROPE 4.8% =3.1% 8.5% . 2013 ROE
USA 10.7% 4.3% 7.2% % 0% 1% 13% 15% 17% 19% 21% 23%
WORLD 7.8% 1.2% 8.1% Sources: IMF, IIF, Morgan Stanley, MSCI indices
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instream

tS,McKinsey.Global Institute, Aug

Demand shift: By 2025, half of global consumption will be in
emerging markets EM = 50% of world consumption

Emerging markets account for the smallest share Il Developed countries

but also the fastest growth in the global financial stock

Emerging markets

Stock of debt and equity outstanding, 201 o . World population’ World consumption
% of total, end of period EM = 18% of capital markets Bilion pecple § trlion
Stock of debt and equity outstanding, 2010° Compound annual growth rate, 2000-10 Below consuming class 7.9 M Developing markets
End of period % .
100% = $212 trillion Consuming class 6.8 B Developed markets
Middle East and Africa India India 23.0 53 37 64
CEE and CIS? mm_Cther Asia Chi 20.8 '
Latin America ? 5 ina - 4.4
X 725 d 37
China 2722 CEE and CIS? 205 0
7.6 United States Middle East 158 25 ¢
and Africa . 2.8 4.2
2.2
Other developed Latin America 15.2 24
0 0.9 12
Other Asia 11.9
1950 1970 1990 2010 2025
Other developed 82 L
Population in 13 23 23 36 53
Japan Western Europe 52 consuming
class? N
United States 5.2 % 2010 2025
Japan 24 1 Historical values for 1820 through 1990 estimated by Homi Kharas; 2010 and 2025 estimates by McKinsey Global Institute.
Western Europe P : 2 Defined as people with daily disposable income above $10 at PPP.
3 Estimate based on 2010 private consumption share of GDP per country and GDP estimates for 2010 and 2025; assumes
Financial markets in developing countries still have Emerging private consumption share of GDP remains constant.

NOTE: Numbers may not sum due to rounding.
SOURCE: Homi Kharas (Wolfensohn Center for Development, Brookings Institution); Angus Maddison (founder of Groningen
Growth and Development Centre); McKins ~ ~ - o

= Developed

significant room for growth
2010, end of period

2011 (as at June 2011)
Financial depth’

EM = 5 out of 10 top world exchanges

% of GDP Market cap
of exchange No. of IPO Value
650 Stock exchanges (USS$bn) IPOs (USS$bn)
600 - Denmarkzs‘;‘“‘zlef'a"d NYSE EURONEXT (US) 13,791 49 24.21
t d
550 Spain® R m T NASDAQ OMX 4,068 37 5.56
1 500 |- United Kingdom  gjngapore London Stock Exchange 3,750* 57 14.98
E 450 | ormal Jaom iwed_e" United States Tokyo Stock Exchange 3,655 13 0.30
ortugal pan ¥ g N
| 400 | South Korea France ® Australia Shanghai Stock Exchange 2.804 24 8.8
) Malaysi Italy ® = B Canada (Shanghai A) ’
350 - South Africa aaysia Belgium Hong Kong Stock Exchange 2,712 as 24.0
300 Greecem g m Germany 4
[ China Taiwan ® Austria Toronto Stock Exchange 2. 231 32 1.36
250 Hungary ® Finland (TSX Group) ’ ’
Morocco  Croatia_~ New Zealand ® Nerway Deutsche Borse
200 ndia Thailand g o Latvia ‘ . Czech Republic (Frankfurt Prime) 1,622 10 1.75
150 - Philippines Ukraine Tunisia Turkey Russl;:huapla Poland Slovenia ™ Irefand BM&FBOVESPA 1,553 10 4.17
) Colombi ’ . Saudi Arabi
100 | V'e‘"amlndonesia OO pery @ Romania Mexico audl Arabia Bombay Stock Exchange 1,506 22 o.78
iqeri Argentina N N
50 % Nigeria i —
Kenya Bosnia and Herzegovina Libya E\)?éaanglgtlonal Stock 1,471 22 0.78
o b . . L . . .
Australian Securities
0 3,000 8,500 23,000 55,000 Exchange 1,444 42 0.51
Per capita GDP at purchasing power parity
$ per person, log scale Korea Exchange 1,200 32 2.54
1 Calculated as a country’s debt and equity outstanding divided by country’s GDP. MICEX 1,023 1 0.78
SOURCE: Bank for International Settlements; Dealogic; SIFMA; Standard & Poor’s; McKinsey Global Banking Pools; McKinsey Singapore Exchange 669 o 7.01

Global Institute analysis
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— 4. EM imbalanc@SJaremot resolved

Source*“EMileaders'€ountry Credit Webs © April 2013

Mexico has consistently strong profile Turkey has evolving weaknesses
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iversificatiofibenefits are large

Source*“EMileaders'€ountry Credit Webs © April 2013
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** EM ETFs have been flat over 5 years
% MSCI EM index has been above ETFs

% Risk Weighted EM style adds 700 alpha
% Value Investment style adds 50 alpha
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bha

EM include 25% energy and materials
Materials subindex 600 bps below index
EM include 16% consumer disc&staples
Consumer staples 1400 bps above index

No. of Period 264 Week(s)

Currency |

Security Price Change|  Total Return| Difference|  Amnual Eq
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500 | — MSCIEM Risk Weighted
= MSCI Emerging Markets 580.67
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Index Performance — Gross Returns (%) (i 30, 2013)

— EM (Emerging Markets) VALUE
= EM (Emerging Markets)
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Index Performance — Gross Returns (%) (pri'30, 2013)

Annualized

1 Mo 3 Mo 1Yr YTD 3Yr 5Yr 10 Yr
MSCI EM Risk Weighted 157 003 890 110 855 580 19.24
MSCI Emerging Markets 0.79 -215 434 -0.79 3.44 -0.02 16.50

Annualized
1Mo 3 Mo 1Yr YTD 3vr 5Yr 0Yr |
EM (Emerging Markets) VALUE 0.09 -3.89 182 -224 240 0.24 17.79
EM (Emerging Markets) 079 -215 434 -0.79 344 -0.02 16.50

Index Risk and Return Characteristics (ay 31, 1995 - April 30, 2013)

Index Risk and Return Characteristics (oecember 31, 1996 - April 30, 2013)

Annualized Std Dev (%)

Tracking  Turnover

Annualized Std Dev (

Tracking Turnover

Beta Error %) 3Yr 5Yr 10 Yr M Beta Error %) 3Yr 5Yr 10 Yr
MSCI EM Risk Weighted 0.81 0.07 27.24 1880 25.43 21.08 EM (Emerging Markets) VALUE 0.99 0.04 28.57 21.23 28.05 23.98
MSCI Emerging Markets 1.00 0.00 471 21.11 27.98 23.97

EM (Emerging Markets) 1.00 0.00 4.71 21.11 27.98 23.97

Source: MSCI EM indices factsheets
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lals

= EM Cons Discr
600 | — EM (Emerging Markets)

= ACWI IMI 566.96
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Index Performance — Gross Returns (%) pri 30, 2013)

Annualized Annualized

1 Mo 3 Mo 1Yr YTD 3Yr 5Yr 10 Yr | 1 Mo 3 Mo 1Yr YTD 3Yr 5Yr 10 Yr
EM Cons Discr 0.09 -055 -054 -211 8.78 7.87 18.37 EM Materials -2.76 -11.82 -10.25 -12.38 -6.29 -6.60 16.71
EM (Emerging Markets) 0.79 -215 434 -0.79 344 -0.02 16.50 EM (Emerging Markets) 0.79 -2.15 434 -0.79 344 -0.02 16.50
ACWI IMI 2.72 496 1582 9.94 9.43 2.58 9.78 ACWI IMI 2.72 496 1582 9.94 9.43 2.58 9.78

Index Risk and Return Characteristics (ecember 30, 1994 — April 30, 2013)
Annualized Std Dev (%)

T“'([] /?)"er 3Yr 5Yr 10 Yr
EM Cons Discr 6.51 21.86 30.99 25.62
EM (Emerging Markets) 4.71 21.11 27.98 23.97

ACWI IMI 2.56 17.19 21.57 16.84

1

Index Risk and Return Characteristics (ecember 30, 1994 — April 30, 2013)
Annualized Std Dev (%)

Turnover

) 3Yr 5Yr 10 Yr
EM Materials 3.08 26.44 34.41 29.66
EM (Emerging Markets) 4.71 21.11 27.98 23.97
ACWI IMI 2.56 17.19 21.57 16.84

Source: MSCI EM indices factsheets
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EM ETFs have been flat over 5 years
GE and AVP lost 30%+ over that period
AVP earns over 50% of revenues in EM
GE is showcase multinational firm

GEINTIN04/04/2008 |2 JRl04/26/2013 Period [I[Z=148 No. of Period 264 Week(s)
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e EM

CAT high-end investments in China

CAT volatility in part from EM troubles
DE closest alighment but worse in crisis
PG outperformed EM with 500 bps

ERN04/26/2013 | &Rl Weekl No. of Period 264 Week(s)

Security Currency Price Change Total Return| Difference|  Annual Eq
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Asian currencies with 2% appreciation pa
Brazilian Real strong 3% appreciation pa
Similarity between BRL and EM index
50% of LAC crisis losses from currencies

No. of Period

Currency | Price Change!
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PAVXEF Index

A (VB US Equit

MM 3 e YID 1Y 2Y 3¥Y 5 10¥
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EM debt earned 10% return over 5 years

EM equities remained flat over 5 years

EM currencies lost 3% over 5 years

EM equity and currency correlation LOW

Security Currency |
WIPEIGLBL Index  [USD |
AMEF Index  [USD |
APOPENCT Index  [USD

MM 3 6M YID 1Yy 2 3¥ 5 10Y
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_IMSCI EM
{1 JPMorgan Emerging Markets Curr

Price Change| Total

. Zoom

No. of Period

264 Week(s)

Difference|  Annual Eq

**

**

# No dividends or coupons

60

40

20

e ()

~-20

2008 2009 2010
Total Return

2011

2012 2013



Institutional Investor: Emerging Markets Forum 2013 PRIVATE AND CONFIDENTIAL™ " © EMLEADERS LLC Page <13>

lpha

EM ETFs have been flat over 5 years EM include 25% energy and materials
Median US manager lost 120 bps alpha % 3rd largest EM manager added 50 bps
GMOEX underperformed index 150 bps % 2nd largest EM manager added 150 bps
Very high correlations & high volatility < ODMAX largest manager added 480 bps

(T 04/04/2008 |=lR04/26/2013 Period [[SSVMME  No. of Period 264 Week(s) || Range [(HRENPRDENNE - (EPYIRIGE Period [[SAVMME  No. of Period 264 Week(s)
Security Currency Price Change'  Total Return' Difference’ Annual Eq Security Currency Price Change’  Total Return' Difference’ Annual Eq

W GMOEX US Equit WODMAX US Equit

M EEN US Equi NEWFX US Eauit
I BROEEEUS Index I I DFEVX US Equit
+ J|Bloomberg Active Indices for Funds (BAIF)
™M 3M 6M YID 1y 2¥ 3y 5Y 10Y ™M 34 6M YID 1Y 2Y 3Y 5Y 10Y
: : Track .~ Annotate ©., Zoom » Track .~ Annotate ©., Zoom
10 Il OPPENHEIMER DEVELOPING MKT-A
| (I NEW WORLD FUND-A L
L "\ DFA EMERGING MRKTS VALUE 20
“ -._10 Sl
-20
;_30 =-20
-40
L >_40
: : )
Il GMO EMERGING MARKETS-III F
{1 ISHARES MSCI EMERGING MKT IN {-_g0 PN v . . b 6o
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% Five-best US-managers add 650 alpha
s 20-best EM-local managers add 900 bps

% Local manager volatility 2% below index

MENLEADERS-A 110.167 20 Leac]%ar(\:kg EMLozal KX()amnagers Fund 120

MUS-FUNDS-EM 37533 5 Best US-Based EM Fund Managers

TOTAL RETURN APR 2008 - APR 2013 100

EMLEADERS-A: 15.8% annual
US-FUNDS-EM: 6.5% annual

™80
60
e »4()

20
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% Two-largest EM-ETFs (US) remain flat
% 20-upper-quartile EM local managers

added 1,300 bps alpha over 5 years

BENLEADERS-B 89.059 20 Léhafﬁ(g '/Emmit_agc'a“l Zi(ﬁ”c]\nagers Fund
M US-ETFS-EM  0.588 2 Largest US-Based EM ETFs
"TOTAL RETURN APR 2008 - APR 2013
EMLEADERS-B: 13.4% annual
US-ETFS-EM:

0.1% annual

™80
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-20

40

T T T T T
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2008 2009 2010 211 012 213
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rk

SGurces: Andima, Lipper, FT 2012

70% of Brazilian managers 30% of Global EM managers
Outperform i-Bovespa Index Outperform Equity Indices
AT s 300 bps advantage of median
s ir e local manager over US median
: ™ . Equity ASIA ° .
ey T | e ) ¢ 600 bps advantage of top qugrtlle
SR X caurycon | local managers over US top-tier
: o . —— .
S v R e wive .. Bl N | % 900 bps alpha for set of leading
5 Sl - EM local managers over index
: g soesion, | % Volatility staying below index
e S i ——— and liquidity remaining good
Tt it | e, | < Diversification with 20 local EM
L8 Thiee = performanc VOlaJ“:Y G i Percentage c"h,dar?jéers ;(::‘:j‘:'iolr:q;-; tjgt"md::y:::lio:; years managers and annual rebalanCing
T P EREORMING BENCHARKS. 511 2/1801 10 a1/15/5011  Sasce, setof 3000 BAIF open-end eauty growth funde Aprl 2013+

NS =ESE FINANCIAL TIMES
PERIODS PERIODS PERIODS

ALL EQUITY FUNDS 42.8% a41.4% 39.7% ¢ 4

ALL BOND FUNDS 31.6% 24.7% 17.4% End tO alpha Spells trouble

EQUITY ASIA PAC EX-JAPAN 48.4% 48.9% 54.4% fOI‘ flll’ld managers 10 September 2012

EQUITY EMG MKTS GLOBAL 38.5% 31.1% 24.6% By Dan McCrum in New York

EQUITY EUROPE 37.7% 35.9% 27.0%

EQUITY GLOBAL a42.2% 38.4% 32.5% It is no secret that investors of all stripes have struggled to beat the market since the financial
EQUITY NORTH AMERICA 36.2% 30.3% 20.8% crisis. The majority of hedge funds, for instance, have trailed both global stocks and bonds
EQUITY UK 46.4% 47.6% 47.4% since the start of 2010, meaning that they have not added value to the simplest of portfolios.
BEONDIEMGIMISISIGEOBALE 45.8% 45:4% — Mutual funds are not performing as badly as last year, when just 27 per cent offered better
BOND EUR 25.8% 18.5% 6.3% returns than the benchmark they choose to track, according to research group Lipper. But,
BOND GLOBAL 34.4% 30.4% 23.1%

BOND USD >5. 0% 16.8% 6.4 again, the majority still trail in 2012.
- o - o o o
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EM Leaders LLC is an independent, registered investment advisor working
exclusively for institutional investors who wish to advance their emerging
markets investments. EM Leaders is assisting to find the most beneficial
way to invest through leading local managers across 20 emerging markets,
which are selected and monitored by a network of EM experts. Leading
local asset management expertise and performance is shown to be

far superior as compared to best US-based managers.

| Local managers produce alpha from specific local advantages |
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