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Executive Summary: Many market observers believe that severe shocks to the global economy in the sec-
ond half of 2008 ushered in a new and unprecedented economic reality. A central feature of this new reality
is a “handoff” of the global engine of growth from developed nations to emerging economies, which have
undergone profound structural changes over the past two decades. A major outcome of this shift is likely
to be a continued slowing of growth trends in the developed world, along with further weakening of the U.S.
dollar. This presents investors with an opportunity to bolster portfolios with emerging market assets.

Emerging economies to grow faster than the developed world

m Growth rates from 2007-2009 have been greater in emerging household level. U.S. growth is being hampered by unemploy-
markets, particularly in China and India, than in developed ment, low savings, weak housing and the consumer’s poor
economies, and the trend is widely predicted to continue. debt-to-income ratio.

Year-over-year growth rates from 20072009 in the BRIC nations
—Brazil, Russia, India and China—and Mexico averaged
2.7%; growth rates in developed nations averaged only -4.2%.

m Emerging markets are already making a significant impact
on world trade: According to the International Monetary Fund,
their exports account for 43% of the world total, and they are

m Growth rates in developed economies should be muted over responsible for nearly half of global economic output. They
the next three to five years. U.S. growth could fall to around also hold some 70% of the world’s foreign currency reserves.
2% according to PIMCO. One reason is debt exhaustion at the
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Source: Bloomberg Financial Markets, PIMCO, JPMorgan.
Data as of 12/31/09. Growth rate is based on the country’s gross domestic product.

**Forecast figures based on PIMCO's latest cyclical forecast for developed countries and JP Morgan for emerging market countries.
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Emerging markets see strengthening
balance sheets 15%

m Relative fiscal health and an export boom have resulted Emerging Countries
in a build-up of foreign currency reserves among emerging
economies. Accordingly, creditor nations such as China
are now financing the debt of industrialized nations,
including the U.S.
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m Many emerging market economies run disciplined fiscal
and monetary policies, which have produced a steady
increase in the credit quality of emerging market bond
issuers. The average credit quality of countries represented
in the widely followed JP Morgan emerging markets bench-
marks for local bonds is now solidly investment grade.

S o
Ul o
|

as Percent of World GDP (%)

Global Current Account Balances

LR
o
|

Developed Countries

L
%]

m The accumulation of wealth in certain countries is creating
new pools of capital, such as sovereign wealth funds. These
are playing an increasingly influential role in global markets,
and are likely to drive new capital allocation trends.

Source: Bloomberg

Emerging market assets look increasingly attractive

m In the wake of U.S. government emergency stimulus m Improving credit conditions and relatively attractive
programs, which started to increase our debt level, the spreads should provide attractive opportunities for bond
dollar began to look less attractive, resuming its downward investors, although careful credit selection will be key.

slide which should continue over the secular horizon.
This will likely make local currency investments appear
increasingly attractive.

m Commodities should benefit as well, as countries like China
and India continue to rely on metals, petroleum, etc.—
produced on a long-term basis by other emerging market

m One result of the higher growth predicted for emerging countries —to continue to develop their infrastructures.
economies is likely to be higher corporate profits, which
should ultimately drive up stock prices of emerging
market companies, making them a compelling investment
opportunity now.

Investors should consider the investment objectives, risks, charges and expenses of any mutual fund carefully before investing.
This and other information is contained in the fund’s prospectus, which may be obtained by contacting your financial advisor.

Please read the prospectus carefully before you invest or send money.

Past performance is no guarantee of future results. This is not an offer or solicitation for the purchase or sale of any financial instrument. Itis presented only to provide informa-
tion on investment strategies and opportunities. The material contains the current opinions of the author, which are subject to change without notice. Statements concerning
financial market trends are based on current market conditions, which will fluctuate. References to specific securities and issuers are for illustrative purposes only and are not
intended to be, and should not be interpreted as, recommendations to purchase or sell such securities.

Gross Domestic Product (GDP) is the value of all final goods and services produced in a specific country. It is the broadest measure of economic activity and the principal indica-
tor of economic performance.

Non-US securities may involve greater risk than U.S. securities related to political and economic change. Non-U.S. markets may involve different regulatory
and accounting standards than are prevalent in the U.S. Emerging markets securities may be speculative and highly volatile and involve greater political risks
and currency risks. Equities have tended to be volatile, involve risk to principal and, unlike bonds, do not offer a fixed rate of return. Investment-grade bonds
involve a fixed rate of return if held to maturity and fluctuate in value in response to changes in interest rates. Commodities are volatile investments and should
form only a small part of a diversified portfolio. Commodities may not be suitable for all investors.
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