Macro outlook

But this will need time. Further market volatifity is possibie bacause many EM
corporations used the low interast-rate environment of the pagst faw vears to borrow
money, thereby sharply raising their debt, &n appreciating U3, doliar and rising interest
rates should increase the mterast and principal payments due on foreign loans. Rising
defaults cannot be ruled out, additionally impading the economic development of
emerging markets.
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The A=sia crisizs of 1997 showed
how dangerous debt denominated
in foreign currencies can be. The
devaluation of local currencles
increased the value of this foreign
denominated debt. From 2000
onwards, emerging markets have
reduced their foreign dabt as & ratio
of gross domestic product, helped
by the establishment and expansion
200806 0T 00 amE o of a local financial sector, flexible
exchange-rate systems and more
balanced current acoounts.
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The combination of lowar growth dynamics and highar debt risk in the corporate sector
caused the MEC] Emerging Markets index to trade sideways for sevaral years, One of
the triggers tor the emarging markets’ recent shide was China’s decision fo moderately
devalue tha renminki varsus the LS, dallar. Many investors regarded this stap as an
implicit admission of slower econemic growth by the Chinese governmsnt,

Past performance is not indicative of future returns. Mo assurance can be given that any forecast, invastment obiectives andfar
axpacted retumns will be achisved. Allocations are subject to change without notica, Forecasts are based on assumptions, astimates,
opintons and hypothetical models that may prove o Be incorrect.
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