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Abstract

We believe that the Growth Markets—Brazil, China, India, Indonesia, Mexico, Russia,
South Korea and Turkey—will be among the top ten contributors to future global growth.!
An important question for investors favoring a rules-based means of accessing global
markets is: What is the most efficient way to gain proper exposure to this opportunity
while avoiding some of the shortcomings of commonly used benchmarks?

Many common indices used by investors to access global equity markets, including
the Growth and Emerging Markets, are constructed using a market capitalization-based
methodology, which we believe has serious drawbacks.

We propose a new rules-based approach to global equity portfolio construction aimed at
delivering returns similar to standard benchmarks, but with less risk. This approach can
be adapted to help investors gain what we believe to be an appropriate level of exposure
to the Growth and Emerging Markets. In our view, the rapid and continuous economic
expansion of these countries is the most transformational development of our times. We
believe that investors should position themselves ahead of this trend to capitalize on the
growing opportunities in this space.

' For more information on the Growth Markets framework and the categorization of Emerging, Growth and Developed Markets, please
refer to Jim Q'Neill's Strategy Series paper, “It is Time to Re-define Emerging Markets, ” January 31, 2011.
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