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Client Presentation

The returns and other characteristics of the allocation mixes contained in this presentation are based on model/back-tested simulations to demonstrate broad
economic principles. They were achieved with the benefit of hindsight and do not represent actual investment performance. There are limitations inherent in
model performance; it does not reflect trading in actual accounts and may not reflect the impact that economic and market factors may have had on an
advisor’s decision making if the advisor were managing actual client money. Model performance is hypothetical and is for illustrative purposes only. Model
performance shown includes reinvestment of dividends and other earnings but does not reflect the deduction of investment advisory fees or other expenses.
Clients’ investment returns would be reduced by the advisory fees and other expenses they would incur in the management of their accounts.

Past performance is not a guarantee of future results, and there is always the risk that an investor may lose money. Indexes are not available for direct
investment. Their performance does not reflect the expenses associated with the management of an actual portfolio.
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The Impact of Volatility

Impact on a Hypothetical $100,000 Portfolio

§1010.2

Year 1 Year 2 Average Compound Value at End
Return Return Return Return of Year 2
Portfolio #1 50% -50% 0% -13.4% $75,000
Portfolio #2 10% -10% 0% -0.5% $99,000

For illustrative purposes only.


Presenter
Presentation Notes
Talking Points:
Investors should design portfolios to experience less fluctuation in returns. Lower volatility can result in a higher compound return and greater terminal wealth.�
Although Portfolio 1 experiences a strong gain in the first year, this gain is more than eliminated in year two. Portfolio 2 experiences a much smaller gain and loss during the two-year period. The lower volatility of returns produces a higher compound return and preserves more portfolio value. �
Managing volatility is particularly crucial during a market downturn. After experiencing a loss, a portfolio must earn an even higher return in future periods to fully recover to its previous level.
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The Randomness of Returns
Annual Return (%)

Highest Return 40.09
AN 37.58
30.63
7.28
6.44
237 -6.00
271 -11.72
648  -1384
1189  -19.87
hd : 4.5¢ : 4541  -22.10
Lowest Return ; e - -16.75 -30.28

US Large Cap 3758 22 96 3336 2858 214 910 1189 -2210 28 69 1038 491 1530 549  -3700 26.46
US Large Cap Value 40.00 1997 137 1195 699 -6.40 271 -3028 3643 1774 9.70 287 1224 5314 3751
US Small Cap 3063 1743 2579 233 2841 1226 1804  -1987 5781 19.15 5.61 1708 261 -3864 4702
US Small Cap Value 26.66 22 36 3604 1004 437 -3.08 05 1172 7448 2733 4.45 270 1838  -4449 70.19
US Real Estate 1224 37.05 1966 1701 258 kN7 1235 358 3618 3316 13.82 397 75 -2 2846
International Value 1032 1023 039 2311 301 401 1541 1334 6918 3058 15.10 3299 635  -4512 5148
International Sm all Cap 099 280 145 1024 3016 -1226 1675 -285 6025 21 22 63 2632 s04 AT 44383
International Small Cap Value 396 349  -1512 969 2151 -201 648 382 6679 3514 24.13 2754 624 4254 473
Em erging Markets -519 604 1159 2533 6642  -3060 237 -6.00 5626 2595 3454 3259 ™78 5318 7902
One-Year US Fixed 792 549 593 591 404 3 728 339 147 0383 2.36 432 595 475 0350

_': C ernm e tF | 1271 454 712 7 190 896 844 762 204 135 134 37 816 883 019
Five-Year Global Fixed 1339 767 727 81 355 828 6.44 511 195 265 3.03 400 6.31 6.60 279

In US dollars. US Large Cap is the S&P 500 Index, provided by Standard & Poor’s Index Services Group. US value (ex utilities) and US Small Cap data provided by
Fama/French. US Real Estate is the Dow Jones Wilshire REIT Index, provided by Dow Jones Indexes. International Value data provided by Fama/French from
Bloomberg and MSCI securities data. International Small Cap data compiled by Dimensional from Bloomberg, StyleResearch, London Business School, and
Nomura Securities data. International Small Cap Value data compiled by Dimensional from Bloomberg and StyleResearch securities data. Emerging Markets is the
MSCI Emerging Markets Index (gross dividends), copyright MSCI 2010, all rights reserved; see MSCI disclosure page for additional information. One-Year US Fixed
is the Merrill Lynch One-Year US Treasury Note Index, used with permission; copyright 2010 Merrill Lynch, Pierce, Fenner & Smith Incorporated; all rights reserved.
Five-Year US Government Fixed is the Barclays Capital Treasury Bond Index 1-5 Years, formerly Lehman Brothers, provided by Barclays Bank PLC. Five-Year
Global Fixed is the Citigroup World Government Bond Index 1-5 Years (hedged), copyright 2010 by Citigroup. Indexes are not available for direct investment. Index
performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is not a guarantee of future results.


Presenter
Presentation Notes
Talking Points:
This example features annual performance of major asset classes in the US, international, and emerging markets over a fifteen-year period. 

• The top chart ranks the annual returns (from highest to lowest) using the colors that correspond to the asset classes.

• The bottom chart displays annual performance by asset class. 

In both US and non-US markets, there is little predictability in asset class performance from one year to the next. Studying the annual data in the slide reveals no obvious pattern in returns that can be exploited for excess profits, strengthening the case for broad diversification across many asset classes.
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Model Model Model
Portfolio 1 Portfolio 2 Portfolio 3

Model Portfolio: Allocations

EQUITY 60% 60% 60% 60% 60%
US STOCKS 60% 60% 60% 60% 30%
US Large Cap S&P 500 Index 60.0% 60.0% 30.0% 15.0% 7.5%
US Large Cap Value Fama/French US Large Cap Value Index?! — — — 15.0% 7.5%
US Small Cap Fama/French US Small Cap Index! — — 30.0% 15.0% 7.5%
US Small Cap Value Fama/French US Small Cap Value Index! — — — 15.0% 7.5%
NON-US STOCKS 0% 0% 0% 0% 30%
International Large Cap Value Fama/French International Value Index — — — — 15.0%
International Small Cap International Small Cap Index — — — — 15.0%
FIXED INCOME 40% 40% 40% 40% 40%
One-Year US Fixed Merrill Lynch One-Year US Treasury Note Index — 40.0% 40.0% 40.0% 40.0%
US Fixed (all maturities) Barclays Capital US Government/Credit 40.0% — — — —

Bond Index 1-30+ Years

1. Excludes utilities.

The returns and other characteristics of the allocation mixes contained in this presentation are based on model/back-tested simulations to demonstrate broad
economic principles. They were achieved with the benefit of hindsight and do not represent actual investment performance. There are limitations inherent in
model performance; it does not reflect trading in actual accounts and may not reflect the impact that economic and market factors may have had on an
advisor’s decision making if the advisor were managing actual client money. Model performance is hypothetical and is for illustrative purposes only. Model
performance shown includes reinvestment of dividends and other earnings but does not reflect the deduction of investment advisory fees or other expenses.
Clients’ investment returns would be reduced by the advisory fees and other expenses they would incur in the management of their accounts.

For illustrative purposes only. The balanced strategies are not recommendations for an actual allocation. Indexes are not available for direct investment. Index
performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is not a guarantee of future results. Not
to be construed as investment advice.


Presenter
Presentation Notes
Talking Points:
Investors need portfolios that reflect their different financial goals, time horizons, and risk preferences. 

Although there is no "perfect" portfolio, many investors will find that a sensible approach incorporates diversification across multiple sources of risk and return. This slide illustrates how various model portfolios along the risk/return spectrum might be constructed to capture the equity, size, and value risk premiums in global markets. To simplify the illustration, the relative proportion invested in equities remains fixed. The changes across the model portfolios involve diversifying the allocation across a greater number of equity asset classes. 

This exhibit clarifies the diversification benefits of investing across multiple asset classes within the equity portion of a balanced portfolio.
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Model Portfolio: Historical Returns
Annual Return (%)
1995 1996 1997 J8RE 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Highest Return 5.97 L 95 745
e
-11.24)
Lowest Return
Annual
Amnualized Sandard
1995 1996 1997 Jang 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Retmmn Deviation
Model Portfolio 1 3024 1494 23927 2093 1176 073 373 88 1909 Ll 3% 1099 619 -1992 1769 716 1269
Model Portfolio 2 2h 712 1597 2239 1951 1424 253 -A4.22 -1191 1780 686 s 1120 H1i ] -20.30 1620 692 1237
2363 1432 2012 1024 16.45 348 476 124 2654 934 410 1159 324 2079 22 36 766 1252
234 14 60 2185 65 1074 -169 952 124 3020 1159 464 1319 -1.78 2409 2750 79 1384
1499 10.36 999 943 1565 062 1.19 145 M3 1537 845 16.36 246 2493 rai e 858 1360

Assumes all strategies have been rebalanced quarterly.

The S&P data are provided by Standard & Poor’s Index Services Group. Fama/French data provided by Fama/French. International Small Cap data compiled by Dimensional
from Bloomberg, StyleResearch, London Business School, and Nomura Securities data. MSCI data copyright MSCI 2010, all rights reserved; see MSCI disclosure page for
additional information. The Merrill Lynch indices are used with permission; copyright 2010 Merrill Lynch, Pierce, Fenner & Smith Incorporated; all rights reserved. Barclays
Capital data, formerly Lehman Brothers, provided by Barclays Bank PLC.

The returns and other characteristics of the allocation mixes contained in this presentation are based on model/back-tested simulations to demonstrate broad economic
principles. They were achieved with the benefit of hindsight and do not represent actual investment performance. There are limitations inherent in model performance; it does
not reflect trading in actual accounts and may not reflect the impact that economic and market factors may have had on an advisor’'s decision making if the advisor were
managing actual client money. Model performance is hypothetical and is for illustrative purposes only. Model performance shown includes reinvestment of dividends and
other earnings but does not reflect the deduction of investment advisory fees or other expenses. Clients’ investment returns would be reduced by the advisory fees and other
expenses they would incur in the management of their accounts. Indexes are not available for direct investment. Index performance does not reflect the expenses associated
with the management of an actual portfolio. Past performance is not a guarantee of future results. Not to be construed as investment advice.


Presenter
Presentation Notes
Talking Points:
Asset class returns vary considerably from year to year, and past returns offer little insight into future performance. However, combining multiple asset classes tends to minimize the volatility associated with this random behavior. Global diversification reduces the effect of a single asset class or market. 

The historical returns chart offers compelling evidence that structured portfolios are a reliable way to capture the returns associated with multiple measures of risk across the global capital markets.

The upper chart ranks the year-to-year returns (from highest to lowest) of the model portfolios using the corresponding colors.

The lower chart features historical annual performance of the model portfolios over a fifteen-year period, with the far right columns showing annualized returns and standard deviations for the entire period.

The dispersion of colors now appears mostly uniform and consistent, with the more diversified model portfolios prevailing in the majority of one-year time periods. This example illustrates how markets tend to reward investors for the risks they bear, with riskier strategies generally offering higher expected returns.


Highes
1

S1040.7

Equity Returns of Developed Markets
Annual Return (%)

t Return
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

N

Lowes

N Austria  Spain Japan Belg. | Austria UK HK. HK. HK. Norway | Switz. Spain itz. Belg. Sing. Switz.  Austral. [ Austria  Austria Austria  Can. Spain HK. Japan  Norway
176.27 12122 43.00 53.61 103.91 10.29 4951 3229 116.67 2357 441 40.05 . 67.76 99.42 5.83 168 16.56 58.03 7152 2831 49.36 4120 -29.21 87.07
Ger. ltaly Spain Den. Ger. H.K. Austral.  Switz. Sing. Japan us Sweden ltaly = Sweden @ Can. | Austria Austral.  Spain Belg. NETED Sing. Ger. Switz.  Austral.
135.23 108.31 36.91 52.70 46.28 9.18 33.65 .24 67.97 2144 37.4 37.22 i 52.53 79.76 5185 -5.63 -134 55.70 4353 2552 46.71 3521 -30.49 76.43
Italy Japan UK Sweden | Norway FAUSEH us us Switz.  Sweden Sweden HK. k Spain Japan Den. Belg. Norway 'Sweden Norway SAUStHHaY Norway Norway us Sing.
13171 9941 35.07 48.32 4553 6.35 30.07 6.39 4575 1B.33 33.39 33.07 4 49.90 6154 347 -10.90 -71.25 54.73 38.39 2464 4512 3143 -37.57 73.96
Switz. Belg. Den. | Norway | Den. | Norway | Sing. Sing. | Norway Neth. Spain = Norway France HK. Norway | Spain Italy Ger. | Sweden  Den. Swede Can. Spain  Swede
0576 7839 | 18323 | 4240 | 4392 | 066 | 2494 629 4202 170 | 2983 2864 4153 | 5951  -089  -134 | -7.33 5473 | 3628 2450 4339 2057 4060 643
France France Can. France  Sing. Den. France France Sweden Italy Neth. Neth. Spain us Can. ltaly Norway Japan Can. Italy Norway ' Den: Sing. France HK.
82.03 78.36 1166 37.86 4229 -091 1783 2.80 37.00 155 27.72 27. 2543 30.4 5177 -131 -12.22 -10.30 5414 3249 2426 38.77 28.35 -43.27 60.15
Belg. Sweden Austral. Austral. | France 5 Neth. Neth. Ger. Belg. Belg. UK Ger. Ger. Norway ~ Neth. us Switz. Den. Den. Switz. Belg. Austral. | Can. Belg.
76.60 65.60 9.25 36.40 36.4 -3.5 781 2.30 35.67 823 25.88 2744 24.58 2944 3168 -4.10 -12.39 -10.30 52.27 30.82 16.33 36.66 28.34 -4551 57.49
Norway HK. Belg. NETED] Neth. Neth. Den. Belg. Neth. Sing. H.K. Can. Neth. Switz. ~ France France UK Sing.  Austral. Austral. Austral. FAUStria Den. Ger. Can.
68.62 56.10 7.86 35.38 35.78 -3.19 16.55 -146 35.28 6.70 2258 26.34 23.77 2353 29.26 -4.32 -14.06 -1105 49.94 30.34 16.02 36.54 2559 -45.87 56.18
Den. Sing. Neth. Sing. Sweden  Switz. UK UK Austral. Austral. UK us UK Neth. us Austral. | Den. Can.  Norway | Spain Sing. Ger. Spain Sing. Spain
60.30 45.18 7.06 33.35 3182 -6.22 16.02 -3.67 35.18 540 2126 2324 22.61 2322 2192 -9.94 -14.80 -1B.21 39.39 2893 1437 35.99 23.95 -47.35 43.48
Neth.  Austral. - Norway HK. us Ger. Switz. Ger. Den. Ger. Den. Den. Belg. UK Ger. UK HK. Belg. Italy HK. Neth. | France  Neth. Den. UK
59.62 42.28 5.66 28.10 30.01 -9.36 575 -10.28 32.81 4.66 18.78 2180 13.56 17.82 20.03 -1154 -18.61 -14.96 38.19 24.98 13.85 34.48 20.59 -47.56 43.30
Sweden  Neth. us Ger. Switz. Belg. Spain | Austria  Spain Den. Ger. France Sweden Sweden Austral. [Austria  Can. UK France  Sing.  Sweden ltaly France  Neth. | Austria
56.94 40.73 291 20.60 26.20 -10.97 15.62 -10.64 AN() 3.76 1641 211 1293 13.96 17.62 -197 -2044 -15.22 37.81 2227 10.31 3249 13.24 -48.22 4320
Spain Ger. Sing. us UK Sing. Sweden Austral. ltaly Switz. Can.  Austral. = France Den. UK us Switz. Spain Japan Can. Ger. Neth. UK Neth.
5473 | 35.29 229 %61 | 2187  -168 W42  -084 | 2853 354 609 .47 194 8.98 244 -284 2136 529 3590 | 2220 [ 992 | 3138 836  -4834 4225
UK Austria  Austria  Can. Can. France  Belg. Can.  Austria us France Ger. Can. | Austral. | Den. HK. Neth. Den. Belg. UK France Austral. ltaly = Sweden  Den.
53.04 34.75 223 1425 2136 -13.84 13.76 -14.22 28.09 1B uwr B57 120 6.07 12.08 -14.75 -22.11 -16.04 3231 1957 9.88 i 6.06 -49.86 36.57
HK Switz.  Sweden  Neth. ltaly Spain Japan | Sweden Japan UK Austral. Italy Norway Japan Neth. Ger. France HK UK France Belg. us ltaly France
5168 33.37 2.00 unw 941 k 891 -14.43 2545 -161 nmo 1259 6.25 5.03 6.88 -5.59 -22.36 -17.79 3126 18.48 9.05 . 544 -49.98 3183
NETED UK HK. Spain Belg. b Can. NETED] UK Spain Sing. Belg. | Austria Austria  Spain Spain Ger. Neth. HK. Ger. HK. K. Switz.  Austral. Italy
43.03 26.96 -4.12 155 17.30 -15.32 8.29 -2145 2443 -4.82 6.47 12.03 158 0.34 483 -15.86 -22.39 -20.84 2993 8.7 840 . 529 -50.67 2657
us us Switz. Italy Spain  Austral. Ger. Spain Belg. Can.  Norway [JAuStray Austral. HK ltaly Belg. Sing. France  Switz. Japan UK itz. ~ Austria HK. us
3108 16.28 -9.46 146 ) 745) -17.53 8.5 -2186 2351 -4.86 6.02 451 -10.43 -2.90 -0.26 -16.85 -2342 -2119 29.04 15.86 7.35 E 21 -5121 26.25
Austral. | Can.  France Switz. Austral. | ltaly. Italy Italy France France Italy Switz. HK Can. Switz.  Sweden Italy us us Switz. us . Sweden Norway  Switz.
19.55 744 -13.82 6.17 929 -19.20 -183 -22.22 20.90 -5.8 105 227 -23.28 -743 -7.03 -2127 -26.60 -23.09 28.41 14.96 5.4 0.62 -64.24 25.31
Can. Den. ltaly UK HK. | Sweden SAUSEHay Norway [ Can. SAUStHay Japan Sing. NETED] Sing. | Austria | Sing. Sweden Sweden  Sing. Neth. Spain Belg. Belg. Ger.
15.05 125 -2131 593 8.38 -2100 -12.23 -22.30 510 -6.28 0.70 -6.88 -23.67 -12.86 -9.11 -27.73 -27.8 -30.49 28.22 .24 441 1“6 -2.73 -66.48 25.5
Sing. Norway Ger. Austriay Japan Japan Norway | Den. us HK. Austriay Japan Sing. Norway = Belg. NEVEY] Japan Ger. Neth. us Italy Japan Japan [FAUSHHEN Japan
» -22.8 -252 -24.75 0.58 172 -36.11 -15.50 -28.25 9.5 -28.91 -4.73 -15.50 -30.05 -30.06 -14.27 -28.16 -29.41 -33.9 22.80 10.14 190 6.24 -4.23 -68.41 6.25
t Return

In US dollars.

Source: MSCI developed markets country indices (net dividends) with at least twenty-five years of data. MSCI data copyright MSCI 2010, all rights reserved; see MSCI
disclosure page for additional information. Indexes are not available for direct investment. Index performance does not reflect expenses associated with the management of
an actual portfolio. Past performance is not a guarantee of future results.


Presenter
Presentation Notes
Talking Points:
While stock markets around the world often outperform the US market, this performance is unpredictable and at times extreme.

This table ranks annual stock market performance in US dollar terms for eighteen different global markets (from highest to lowest) over the last twenty-five years. The colors correspond to the countries featured on the next slide, and the patchwork dispersion of colors shows no predictable pattern. 

Investors who follow a structured, diversified strategy are more likely to capture the returns wherever they happen to occur. 


Equity Returns of Developed Markets

Annual Return (%)

S1040.7

is highest return for the year.

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Australia 4228 925 3640 929 -17.53 33.65 -10.84 3518 540 1119 16.47 -10.43 6.07 1762 -9.94 16.02 30.86 28.34 -50.67 76.43%
Austria 3475 223 0.58 6.35 -12.23 -10.64 28.09 -6.28 -4.73 4.51 1.58 0.34 -9.11  -11.97 2464 3654 217 -68.41 43.20%
Belgium 7839  7.86 17.30 -10.97 13.76 -1.46 2351 823 2588 1203 13.56 -14.27 -16.85 -10.90 -14.96 3231 4353 9.05 36.66 -2.73 -66.48 57.49%
Canada 7.44 11.66 1425 2136 -1532 829 -1422 1510 -486 16.09 26.34 11.20 -743 5177 535 -20.44 -1321 5414 2220 17.80 2957 -4551 56.18%
Denmark 1.25 13.23 5270 4392 -091 1655 -28.25 3281 3.76 18.78 2180 3454 8.98 12.08 3.47 -1480 -16.04 52.27 30.82 2450 38.77 25,59 -47.56 36.57%
France 7836 -13.82 37.86 36.14 -13.84 17.83 280 2090 -518 1412 2119 11.94 4153 29.26 -4.32 -2236 -21.19 37.81 1848 9.88 3448 13.24 -43.27 31.83%

13523 3529 -24.75 20.60 4528 -9.36 8.15 -10.28 3567 4.66 16.41 1357 2458 2944 20.03 -1559 -22.39 -33.19 5473 16.17 9.92 3599 3521 -45.87 25.15%
Hong Kong 51.68 56.10 -412 28.10 8.38 90.18 QECKNENNCYIVICEENNINYS -28.91 2258 33.07 -23.28 -290 5951 -14.75 -18.61 -17.79 29.93 2498 840 30.35 pEkE -51.21 60.15%
Italy 131.71 108.31 -21.31 11.46 19.41 -19.20 -1.83 -22.22 2853 1155 1.05 1259 3550 5253 -0.26 -1.31 -26.60 -7.33 38.19 3249 190 3249 6.06 -49.98 26.57%
RETEN 43.03 99.41 35.38 172 -36.11 891 -2145 2545 2144 070 -1550 -23.67 5.03 6154 -28.16 -29.41 -10.30 3590 1586 2552 6.24 -4.23 6.25%
Netherlands 59.62 40.73  7.06 1417 3578 -3.19 1781 230 3528 11.70 27.72 2751 23.77 2322 6.88 -4.10 -22.11 -20.84 2280 1224 13.85 31.38 2059 -48.22 42.25%
Norway 68.62 -2.52 5.66 4240 4553 0.66 -15.50 -22.30 42.02 6.02 28.64 625 -30.06 3168 -0.89 -12.22 -7.25 39.39 38.39 2426 4512 3143 -64.24
Singapore -22.18 4518 229 3335 4229 -11.68 2494 629 67.97 6.70 6.47 -6.88 -30.05 -12.86 -27.73 -23.42 -11.05 2822 2227 1437 46.71 2835 -47.35 73.96%
Spain 54.73 36.91 1355 975 -13.84 15.62 -21.86 29.76 -4.82 29.83 2543 49.90 483 -1586 -11.34 -1529 5570 2893 441 23.95 -40.60 43.48%
Sweden 56.94 65.60 200 4832 31.82 -21.00 1442 -1443 3700 1833 3339 37.22 1293 13.96 79.76 -21.27 -27.18 -30.49 5473 36.28 1031 4339 0.62 -49.86 64.16%
Switzerland 105.76 33.37 -9.46 6.17 2620 -6.22 1575 17.24 4575 354 2.27 2353 -7.03 SRR -21.36  -10.30 29.04 1496 1633 2740 529 -30.49 25.31%
United Kingdom 53.04 26.96 35.07 593 2187 16.02 -3.67 24.43 -161 2126 27.44 2261 1782 1244 -1154 -14.06 -15.22 3126 1957 735 30.61 836 -48.34 43.30%
United States 31.08 16.28 2091 1461 3001 -3.15 30.07 6.39 9.15 113 37.14 2324 3338 3014 2192 -12.84 -12.39 -23.09 2841 10.14 514 14.67 544 -37.57 26.25%

In US dollars.

Source: MSCI developed markets country indices (net dividends) with at least twenty-five years of data. MSCI data copyright MSCI 2010, all rights reserved; see MSCI
disclosure page for additional information. Indexes are not available for direct investment. Index performance does not reflect expenses associated with the management of
an actual portfolio. Past performance is not a guarantee of future results.


Presenter
Presentation Notes
Talking Points:
Investing in securities markets outside the US helps build more extensive diversification into a portfolio.

This chart shows annual performance in US dollar terms of eighteen developed-country stock markets for the last twenty-five years, highlighting the top performer in each calendar year. Over this period, the US market was never the top performer.

Although many investors prefer to keep their capital close to home, they may pay a high price in terms of lower diversification and missed opportunity.


World Market Capitalization
$28.6 Trillion as of December 31, 2009
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| NEW ZEALAND

@ Frontier Markets

1 Ten Billion

One Trillion

In US dollars. Map reflects countries in the MSCI All Country World IMI Index and MSCI Frontier Markets Index.
Market cap data is free-float adjusted. MSCI data copyright MSCI 2009, all rights reserved. Vietnam data provided by MFMI. Many small nations not displayed. Totals may
not equal 100% due to rounding. For educational purposes; should not be construed as investment advice. 1. An example large cap stock provided for comparison.


Presenter
Presentation Notes
Talking Points:
This cartogram depicts the world not according to land mass, but by the size of each country’s stock market relative to the world’s total market value (free-float adjusted). 
 
Population, gross domestic product, exports, and other economic measures may influence where people invest. But the map offers a different way to view the universe of equity investment opportunities. If markets are efficient, global capital will migrate to destinations offering the most attractive risk-adjusted expected returns. Therefore, the relative size and growth of markets may help in assessing the political, economic, and financial forces at work in countries.
 
The cartogram brings into sharp relief the investible opportunity of each country relative to the world. It avoids distortions that may be created or implied by attention to economic or fundamental statistics, such as population, consumption, trade balances, or GDP.
 
By focusing on an investment metric rather than on economic reports, the chart further reinforces the need for a disciplined, strategic approach to global asset allocation. Of course, the investment world is in motion, and these proportions will change over time as capital flows to markets offering the most attractive returns. 
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MSCI Disclosure

Copyright MSCI 2010. Unpublished. All rights reserved. This information may only be used for your internal use, may not
be reproduced or redisseminated in any form and may not be used to create any financial instruments or products or
any indices. This information is provided on an “as is” basis and the user of this information assumes the entire risk of
any use it may make or permit to be made of this information. Neither MSCI, any of its affiliates, nor any other person
involved in or related to compiling, computing or creating this information makes any express or implied warranties or
representations with respect to such information or the results to be obtained by the use thereof, and MSCI, its
affiliates, and each such other person hereby expressly disclaims all warranties (including, without limitation, all
warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a
particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any
of its affiliates or any other person involved in or related to compiling, computing, or creating this information have any
liability for any direct, indirect, special, incidental, punitive, consequential, or any other damages (including, without
limitation, lost profits) even if notified of, or if it might otherwise have anticipated, the possibility of such damages.


Presenter
Presentation Notes
This slide must be included in all presentations with slides that contain MSCI data. The disclosure indicates that MSCI data may only be used internally and cannot be distributed; however that message is meant for individual investors.

Under a special agreement with MSCI, advisors may redistribute the data provided in these slides. The agreement only covers these slides.
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