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1) FFTW's Judgment-Based Currency Process
2) FFTW's Proprietary Currency Models
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Emerging Market Intl Reserves (USD bn)
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EM economies are converging with the Developed

World, but fiscal and debt dynamics are diverging
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Higher growth in emerging markets

GDP growth, %

2010 2011 2012F 2013F

G7 3.0 14 1.9 2.2
us 3.0 1.7 27 3.0
Japan 45 -0.7 2.8 1.5
Euroland 1.9 1.5 -0.2 0.8
EM Asia 95 74 71 75
China 103 92 8.6 8.6
India 99 7.3 7.3 8.0
EMEA 45 46 3.2 4.0
Russia 4.3 4.3 46 4.9
Latam 6.2 40 386 43
Brazil 75 2.7 3.2 5.0
Advanced economies 2.8 1.4 1.7 2.1
EM economies 1.7 6.0 5.5 6.1
Global 51 35 35 3.9
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Growth of EM Fixed Income Markets
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350 a ——EM Local Bonds

EM Cash
300
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250 EM Equity

= US High Yield
200

——US Inv Grade
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150
US 3M LIBOR
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& T T E T E T T E T E S

CORRELATION OF MONTHLY RETURNS MATRIX
EMLocal Bonds EMCash  EMUS$ Bonds EMEquity Euro Govt Bonds EuroInvGrade Euro Equity Euro Cash

EM Local Bonds 1.00

EM Cash 0.80 1.00

EM USS Bonds 0.68 0.72 1.00

EM Equity 0.63 0.44 0.33 1.00

Euro Govt Bonds 0.15 -0.02 0.19 -0.16 1.00

Euro Inv Grade 0.21 0.00 0.26 -0.07 0.97 1.00

Euro Equity 0.37 0.17 0.06 0.73 -0.17 -0.11 1.00

Euro Cash -0.13 -0.04 -0.18 -0.23 0.04 -0.03 -0.24 1.00

RISK/RETURN CHARACTERISTICS

EMLocalBonds EMCash  EMUS$ Bonds EMEquity Euro Govt Bonds EuroInvGrade Euro Equity Euro Cash

Annualized Return 9.68% 5.06% 8.40% 11.04% 4.54% 4.71% 0.99% 2.31%
Annualized Vol 8.57% 6.22% 10.06% 20.29% 3.92% 3.36% 17.98% 0.41%
Sharpe Ratio 0.86 0.44 0.61 0.43 0.57 071 n/a nfa ,

Notes: Source: Bloomberg
Index returns are unhedged in EUR
Statistics calculated over the period from 31 Dec 2002 to 31 Dec 2012
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