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Where are we going?

e Does high GDP growth mean high
EPS growth?

= Will returns be higher?
e What are the long term risks?

 How much diversification do we
get?
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GDP growth = hlgh EPD

e Japan : 1955 to 1990
e US: 1875 to 1929 =
e Singapore : 1972 to 1997
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But in real terms




US not a typical high growth
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story...EPS much the same though

US Real GDP v EPS Real Growth
gAY

—=Real GDP Growth = =—Real EPS Growth
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Again, super GDP growth transiates
into disappointing EPS growt

Singapore : Real EPS growth vs Real GDP growth
- 10years ending
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substantial...

Japanese PE Ratios
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Boom and bust in the

. dset 1895 1905 1915
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Currency
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Emerging markets vs Europe,
August 2010

FORECASTS August 2010 Emerging markets

Dividend yield

Dilution
Return to trend

EPS growth

PE expansion




FORECASTS August 2010 Emerging markets

Dividend yie

EPS growth
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merging markets vs Europe,
August 2010

FORECASTS August 201 Emerging markets
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Emerging markets vs Europe,
August 2010

FORECASTS August 2010 Emerging markets

Dividend yield

Nominal GDP growth | Real 6%pa | 9.0 S5%pa | 3.0
Dilution : -2.0

. OE10:4%==+2:5
EPS growth . 2.0

PE expansion . 14.8>17.5




FORECASTS August 2010
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= Does high GDP growth mea

EPS growth?
= Will returns be higher?
- What are the long term ri
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China and India, March 2007.

FORECASTS China India
March 2007

EPS growth 4.0




FORECASTS August 2010 Emerging markets Emerging markets
Base case Pessimistic

Dividend yie
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e How much diversification
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Diversification benefits?

Sector Emerging Australia Developed
World

Industrials

Consumer good

Consum
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This is not ¢




This presentation has b 1e basis that it is only

for the exclusive use of the person for whom it was provided.
Although information is derived from sources considered and
believed to be reliable and accurate, farrelly’s, it’s employees,
consultants, advisers and officers are not liable for any opinion
expressed or for any error or omission that may have occurred
in this presentation. Any forecasts included are reasonably
believed to be reliable based on current information but due
to our inability to predict future events with certainty, they
cannot be guaranteed. This presentation is of a general nature
only and has been prepared without taking into account any
persons particular investment objectives, financial situation or
particular needs.
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INna, India and Braazil,
August 2010

FORECASTS August China India Brazil
2010
Dividend yield 2.4 . 3.1

EPS growth . . 2.9

C

PE expansion . . 0.0

Total Return (Local $) . . 6.0

Currency . . -2.0
Total Return (US$) 14.6%pa : 4.0%pa
PE Now (PE 2016 =15) : 14.0
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Spotlight on Brazil...

Optimistic foreca




Perf. to 30 Oct 2009
Russell EM S | 166 Ypa




Perf. to 30 Oct 2009 5yrs
Russell EM (Class S) (US$) 63.7 % 16.6 %pa 11.2 %pa

MSCI EM index (US$) 64.1% 16.8 %pa 11.2 %pa

The managers

= AllianceBernstein

« Arrowstreet Capital

e Genesis Asset Managers

e Harding Loevner

< T. Rowe Price International

= UBS Global Asset Management
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What do we get?

Sector Emerging
markets

Industrials
Consumer goods
Consumer services & healthcare hi 18.0
Mobile telecommunications 7 23.9
Computer and software services 1.5 30.3
Domestic GDP growth beneficiaries 29.6%
Oil and gas 15.2 15.8 9.7

Financials 60 % Brazil, India & China 27.8 15.9 1’1
Utilities & Fixed line Telcos 6.2 10.0 14.5
Technology hardware & equipment - 6.8 1

The rest 70.4%
farrelly’s
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A triple bunger....

1955-1965 1965-75 1975 - 85




Divs

EPS growth

1955-1965 1965 1975 - 85

All of the difference due to:
PEs: -4.7%pa vs 3.7%pa
& Currency : +1.7%pa




No triple bunger he

1973-1983 1983-93 1993 - 05

Divs 2.1 1.8

11

EPS growth 10.1 2.6 7.8

PE expansion = 2.8 -7.6
Total Return (Sing $) 13.3 7.2
Currency 1.3 2.8

Total Return (US$) 14.6%pa 10.0%pa

Total US Equities 10.3%pa 15.6%pa

*Currency pegged to US$
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The US 1895 to 1929
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Pound/US$

$0.24

$0.20
675 fges | 1oy dopn 19i5 1905 o3,
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But relatively high inflation not

US$ vs British Pound

1875 1885 1895 1905 1915 1925 1935

—— Pound/US$ —— PPP
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Nice at first.....

US equities : drivers of returns

1895-1905 1905-15 1915-25




...and much

US equities : drivers of returns

1895-1905 1905-15 1915-25




Tiger, tig
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Fluctuating PE ratios..
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Singapore PE ratios

15/ 1977 1982 1987 1992 1997
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A strong currency...
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...driven by




1973-1983 1983-93 1993 - 05

Total US Equities 10.3%pa

*Currency pegged to US$
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