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Has the GFC changed Asset /
Allocation rules?

Yes
-« ‘Set-and-forget’ SAA no longer /RU LES
tenable S
- Downside risk given greater weight - \- Yﬂu CAN ...
in constructing portfolios 2 =h ¢
 Liquidity premium no longer seen - YW NT...
as free(ish) lunch ' 3
- o0 CAN.. ..
and No y ,
- Diversification still key 4 >/E} O CANT
« Important not to build portfolios
solely for the last war
GLOBAL

.38 INVESTORS




PPP $ Trillion

A reality of the new world... /

World GDP Growth

The
Great
Recession
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Emerging Markets /

Where are the opportunities?

Emerging Mature
Population 6.0 billion | 1.3 billion
2015 forecast
Population Growth 1,29 0.2%
2010-20 forecast
Share of Global Economy 39% 61%
2015 forecast (PPP exchange rates) (52%) (48%)

0

5Yr GDP Growth % 6.6% 2 4%,
2011-15 forecast
Average Leverage 539 140%
(2008 government + household debt / GDP)

Source: United Nations, IMF, CIA, AXA Global Investors
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For Mature Economies, Innovation is Key /

» For developed markets,
iInnovation is the new
comparative advantage

e Support for innovation
systems is critical to future
success

» Economic success
(absolute and relative) will
depend on a country’s
ability to innovate and
commercialise those
iInnovations
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Global Equities Benchmark: ACWI| /

Moving to an ACWI benchmark for
global equities creates a larger
opportunity set for managers that
already cover emerging market stocks
but face investment mandate
limitations.

It raises expected portfolio returns with
much greater manager diversification
than if we only increased dedicated
emerging market exposure.

It helps “future proof” the portfolios as
more weight will progressively be given
to those markets that grow fastest —
while less will be allocated to those that
grow the slowest. Currently 12%
\évoeé%ht to emerging markets. By
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Dedicated exposure to commodities /

Global GDP and Commodity Prices
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Source: IMF, AXA Global Investors

Global demand set to lift commodity prices further

GLOBAL
.38 INVESTORS




Looking for opportunities: global /
infrastructure 4

A%$58 trillion of infrastructure
investment is needed worldwide by

UBS Global Infrastructure & Utilities 50/50 Index

Underinvestment in all infrastructure versited

sub-sectors has led to attractive
fundamentals, capital investment
opportunities, and the increased >
privatization of traditionally et
government-owned assets

Infrastructure investment has become
a central focus of global fiscal policy

Valuations are attractive

Low long-term correlation to stocks
and bonds

Global diversification (only 26% US)
Historically counter-cyclical

P&ailways, 9.2%

Toll Roads, 18.0%
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Mature market exposure themes based /

Clean Energy Water Resources
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Water resources /

John F. Kennedy once said the person who solved the world’s water problems should
receive two Nobel prizes, one for science and one for peace.

World Population under Water Stress

OECD

BRIC

W 2005 @2030

ROW

Source: OECD Environmental Outlook 2030, regions under ‘severe’ or ‘medium’ stress

Access to clean water is under threat; for
developed and emerging countries alike. Thus
investment opportunities exist in water utilities,
water treatment and water services companies.

According to the OECD, water infrastructure in
developed countries is ageing fast, and needs
extensive and expensive rehabilitation. For
example, it is estimated the US will need an
additional US$23 billion per annum for the next 20
years to keep the US water infrastructure
functional and in compliance with regulations. The
UK and France need to increase the share of GDP
in water spending by 20% just to maintain
services, whereas Japan needs a 40% increase.

Demand is growing but supply isn’'t keeping pace. Furthermore, while the total stock of fresh water

is relatively static, overuse, pollution and climate change is shifting the pattern of supply. By 2030,

it is estimated almost 50% of the world’s population will live under severe water stress. With water

costs still relatively low compared to energy and other input costs, solutions to control water

shortages look likely to be focused on increasing supply as well as moderating demand. GLOBAL
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Clean energy /

"We know the country that harnesses the power of clean, renewable energy will lead the
21st Century” Barack Obama (Presidential address to Congress, February 2009)

Clean energy is an investment
opportunity to follow closely over the
next few decades due to the combination
of structurally higher oil and gas prices,
consumer concerns over global warming,
and government incentives and penalties.

In April 2009 US President Obama
committed to invest US$150 billion over ten
years in clean energy research.

Clean energy revenues are excepted to grow
9% p.a. over the next 10 years. Given this
background, we believe the potential for
investor irrationality and price bubbles are
high within this sector thus the ability to
move quickly is crucial. Also, with
technology advancing rapidly, picking the
right stocks within this sector will be
extremely difficult as this year’s winners
could easily prove to be next year’s losers.

Clean Energy Revenues (US$bn)
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In 2020.... /

Greater Diversification

Greater exposure to emerging markets as these countries
become a greater share of global GDP and global market
capitalisation

More (long-term) opportunistic: Global Infrastructure

Exposure to commodities: Global growth increasingly
productive sector led — positive for commodities over the long-
term

Mature market exposure will be more theme (Innovation) based
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Implications for New Zealand /

Housing as the primary investment
vehicle has had its day

New Zealander’s investments
become more financial and more
global

Strength and depth of capital
markets: New Zealand needs to
attract capital — how successful that
will be depends on our ability to
innovate
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Disclaimer

This publication has been prepared by AXA Global Investors Limited (“AXA GI”) on the
basis that no part of it will be reproduced, altered in any way, transmitted to, copied to or
distributed to any other person without the prior express permission of AXA Gl.

The investment views in this publication do not constitute specific advice (whether of an
investment, legal, tax, accounting or other nature) to any person. The information has
been published in good faith and has been obtained from sources believed to be reliable
and accurate at the time of preparation.

The opinions contained in this document reflect a judgment at the date of publication by
AXA Gl and are subject to change without notice. Neither AXA GI, Assure Funds
Management Limited, any member of the global AXA Group or other persons involved in
this publication accepts any liability for any loss or damage whatsoever that may directly
or indirectly result from any opinion, information, representation or omission, whether
negligent or otherwise, contained herein.

Please note that past performance is no guarantee of future returns or trends.




