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#1 “Performance”

Non-North American performance has lagged
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#1 “Performance”
Non-U.S. performance hurt by Japan....

1000




#1 “Performance”

EAFE & S&P Index Levels
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#1 “Performance”

Global beats MSCI World

MSCI World %tile Rank in Callan Global Style
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#1 “Performance”

Non-U.S. beats EAFE

EAFE %tile Rank in Callan Non-U.S. Style
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#1 “Performance”

International Small Cap beats Citi-EMI

Citi"EMI %tile Rank in Callan Intl Small Style
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#1 “Performance”
Active Emerging Markets beats MSCI EM

EM Percentile Rank in Callan Emg Mkt Style
1987 1989 1991 1993 1995 1997 1999 2001 2003 2005
S S S S S N

0

10 A

20

30 A

oA\
A AN N

50

ol -\ V-'-\---J-\\_/__\//\\

80 +

90 -

Source: Callan Associates, 12/05

100

10




R1000V %tile Rank in Callan Lg Value Style
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R2000G %tile Rank in Callan Sm Growth Style

R2000 %tile Rank in Callan Small Cap Style
1997 1998 1999 2000 2001 2002 2003 2004 2005

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 1996
0
104 104
20 20 4
30

90 A
Source: Callan Associates, 12/05 Source: Callan Associates, 12/05

100

#1 “Performance”

Active Managers Had done better outside the U.S.

Active Manager Results
(Callan Universe Median Manager)
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#2 “N. American Companies are Better Values”

Not on Price/Book....

Price/Book

6.0

US 2.8x UK 2.5x EMF 2.3x Japan 2.1x, Canada 2.9x

Source: MSCI 6/06
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#2 “N. American Companies are Better Values”

Trailing 12-Month PE Ratios

Japan 23.3x, US 17..5x, Europe 14.2x, Emerging 14.1x,
60 Canada 20.6x

Japan

Price-to-Earning:

Europe




#2 “N. American Companies are Better Values”

Not on ROE...

ROE by Region
25%
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#3 “Global is Too Risky”
Not reall

MSCI Canada




#3 “International is Too Risky”

Not really...

Standard Deviation (3 yr) Standard Deviation (3 yr)
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#4 “Diversification Benefits are Fading”
Until recentl

Three Year Rolling Correlation vs. Canada
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#4 “Diversification Benefits are Fading”

Still low for Emerging Markets...

Correlation w ACWI (3 yr) Correlation w ACWI (3 yr)
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#4 “Diversification Benefits are Fading”

Countries matter; less...Sectors more

2002 Correlation of Country Sectors
to Countries and to Global Sectors
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#4 “Diversification Benefits are Fading™

Countries & Sectors are equal

2005 Correlation of Country Sectors
08 to Countries and to Global Sectors
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Source: MSCI, Nicholas Applegate 2005, for US, UK, JP, DE, FR, CA, IT, SZ, NL

#4 “Diversification Benefits are Fading”

Countries matter: less...?

2002 Sector Correlation with Country
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#4 “Diversification Benefits are Fading™

Countries matter less...Not really

2005 Sector Correlation with Country
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#4 “Diversification Benefits are Fading”

But Global Industries matter more?

2002 Sector Correlation with Global Sector
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#4 “Diversification Benefits are Fading”

But Global Industries matter more...Yes

2005 Sector Correlation with Global Sector
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#4 “Diversification Benefits are Fading”

Utility: Sector matters more... but not in Canada

Utility Sector Correlation with Global ACWI

1.0
0.9 4
us
0.8
UK
0.7 4

T T TS [V
VMA@W W

Japan

03

02

01

T S S S — L R
~N 0 0 W O O © © © © o o o4 o o &N MM M ® § ¢ & v w
222929229 35c88c88gggsg8gee¢8es
- O 4 4 0 d 4 o d d O 4 4 0 d d o d 4 o0 d <d o o
IR EE IR B IR R R B R I R R R R
N < 0 N < 0 N < 00 N < 0 N < 00 N < 0 N < O N < ©
- - - - - - - -




#4 “Diversification Benefits are Fading”

Utility: Countries matter more...but not in Japan

10 Sector Correlation of Utilities with Country
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#4 “Diversification Benefits are Fading”

Energy: Sector matters more... Yes

Energy Sector versus ACWI Sector
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#4 “Diversification Benefits are Fading”

Cons Disc: Sector matters more... Yes

Cons Discretionary Sector versus ACWI Sector
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#4 “Diversification Benefits are Fading”

Financial: Sector matters more... but not in Japan

Financial Sector vs Global ACWI
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#4 “Diversification Benefits are Fading”

IT: Countries matter more...but not in Canada
Sector matters more... but not in Japan

IT Sector versus Country IT Sector vs Global ACWI

~/
| us S ~ N\ o
’ Ib‘Jm\.’J\,I—/\J;pan m \’\/\f ‘\-\//w?j

@

0.

>
g
3

i
g

UK
04

Canada GERMANY

0.

\N
1 J

S 8

1 110 g

M
/98
/99
/99
0/00
/00
30/01
131/01
130/02
2
0/03
03
6/30/04
104
6/30/05

12/31/04

S
8 8 8 88
029 < g
0.0 T
5 2 2 2 2 3 8 8 8 8 8 8 8 3 3 8
g § &8 & 38 8 g8 ¢8g ¢ 8 8¢ g ¢
23 38 3 s 383 s 3 s 38 58 ¢ 04
& 8 8 &8 &8 8 8 8 &8 8 &8 8 & & & 8
§ 8 3 3 § 3 3 3§33 3§ 3 I s
B B B B B B B B

#4 “Diversification Benefits are Fading”

Energy and IT are especially Global

2005 Country & Global Sector Effects 1997 to 2005
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#4 “Diversification Benefits are Fading”

Energy and IT are very Global

2005 Ratio of Global / Country Correlation
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#4 “Diversification Benefits are Fading”

Country matters less?
2002 Country Sector Correlation with Country
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#4 “Diversification Benefits are Fading”

2005
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#4 “Diversification Benefits are Fading”

2002

UK is global.... Japan is local...?

Country Sector Correlation with Global Sector
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#4 “Diversification Benefits are Fading”

UK is global.... Japan is local - Yes

2005 Country Sector Correlation with Global Sector
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#4 “Diversification Benefits are Fading”

but Canada’s sectors are more unique
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#4 “Diversification Benefits are Fading”

Industries in the US & UK are most Global

09 Country & Global Sector Effects 1997 & 2005
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#4 “Diversification Benefits are Fading”

Industries in the US & UK are most Global

Ratio of Correlations

2005 Sectors to Global vs Sectors to Country
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Hourly Labor Costs

#5 uopportunities?" $- $5 $10 $15 $20 $25
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#5 “Opportunities?”

= Demographics are a strong positive
Population: Young & Old
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“Opportunities?”

Happiness is
related to
Income

ean of percent Happy and percent Satisfied with life as a whole

Source: Genes, Culture,

Democracy and Happiness, = Ca
Ronald Inglehart & Hans-Deiter 30

Klingman, 2001
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“Opportunities?”

Trust
is related to
income...
and cultural
history

Democracy & Trust,
Mark Warren, 1999
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#5 “Opportunities?”

Middle Class Markets are Developing

Chinavs India
Urban Households by Income
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#5 “Opportunities?”
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Autos: Financing Increases Sales

India Passenger Car Sales
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#5 “Opportunities?”

Consumer loans/ GDP Mortgages/ GDP
%) 58 i
%0 (%) - (%)
40 £ 0 7
| %
20 - 17
. B 0 TN \ 1
1 A
15 RENEN
0 ; - . : ! = ]
'\In:lia’,f'ﬂ'ailand Malaysia  Taman  Korea ‘,‘Inﬂ'a’,' Thatand  Korea  Mabysia  Tawan
S Ly
Credit cards/ GDP Other retail loans/ GDP
160 (%) (3)
1219 =
120 "
B1.4 a0
i
a0 f—-‘\ 20 o=~ 16 7
i ! 98 ! NoE
i 04 V28 4 .‘
o : 1 ] . 1]
= . R | : : :
.\l;\dla','Thalland Malaysia Taiwan Korea l\‘Inﬂ'a ;. Thaiand Taman Mabyss  Korea
- .t
Sourcer REL ENAM Research
47

Global Analysis: Dell Notebook Production: Inspirion 600m
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#5 “Opportunities?”
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#5 “Opportunities?”

The Global Cell-phone Food Chain
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Motorola Texas Inst. (US)
E Motorola (US)
Silicon Labs
(Us)
Samsung
& Qualcomm (US)
s.e
Samsung
Sony/Eriksson (Korea)
(Finland)
ARM (UK)

Chip
Manufacturers

Texas Inst.
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TSMC
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Motorola
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United Micro
Elec. (Taiwan)

IBM
(Taiwan)

Samsung
(Korea)

Phone

Assembly Retailers

Best Buy
(Us)

Circuit City
(Us)

Radio Shack
(Us)

Carphone

Warehouse
(Europe)

Operators

Verizon

Cingular
ATT Wireless

Sprint/Nextel

T Mobile

Vodaphone

China
Mobile
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e

Telecom

NTT
Dokomo
Japan

Hutchison
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#5 “Opportunities?”
Autos: The “Best of the Best”

Ford Tofas Astra

GM Hyundai Tata

Marutiudyog Kia

Mahindra Yulon
Qingling

Perusahaan Brilliance

DRB-Hicom
Berhard

Oriental Holdgs

China Motor Tang Chong
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Population 2050
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Stock Market Stock Market
Capitalization 2000 Capitalization 2050
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nonOECD
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Copyright Jeremy J. Siegel Stocks for the Long Run and Future For Investors by Jeremy J. Siegel

#5 “Opportunities?” Opportunities By Sect

# of Companies
. Emerging
U.S. Europe Asia
P Markets

Information Tech 83 35 57 80
Hardware & Equipment 31 14 30 52
Software & Services 32 15 18 14
Semi’s & Equipment 20 6 9 14
Energy 30 17 8 31
Healthcare 53 36 24 19
Pharmaceuticals 7 13 11 16
Biotechnology 10 3 1 0
Equipment & Services 36 20 12 3
Consumer Discretionary 97 109 87 93
Materials 26 51 63 107

Total 425 319 320 429

Source: Morgan Stanley; FactSet As of 30-Sep-04




#5 “Opportunities?” Organization

Traditional Structure: 6 Regions

Global Equity Research/Management
CIO, Integration, Admin

[ 1
|| Latin America“ " Europe || || u.s. " || Australia NZ || " Japan || || Asia-Pacific "

Global Structure: 8 Sectors

Global Equity Research/Management
CIO, Integration, Admin

I

[ I I

|
’ Consumer | | Consumer Health Sciences ‘| |’ Telecom

I | | 1
Technology Industrials Resources and Financials
Basic Materials
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