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Importance of Economic Exposure
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Performance Implication of Economic Exposure
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Globalization and Economic Exposures of Companies

Proportion of MSCI ACWI companies with High International Revenue distributions of MSCI World companies
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High international exposure refers to exposures more than 30%. The figure on top of the
first bar chart shows the number of companies with high international exposure
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Economic Exposures of Companies — A Shifting

Landscape
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Source : Unilever and Samsung Annual Reports ; % Revenues from different regions
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Economic Exposures of Global Mandates

Economic Exposures of a Typical Global Mandate

Market Cap weight of MSCI ACWI

Emerging
Markets, 13

Pacific ex P, 5

USA, 46

Europe ex UK,

16
Canada, 4

Revenue exposure of MSCIACWI

Emerging
Markets, 32

Canada, 3

Eaciﬁi'i'ex

- Japan,3 UK, 5

Europe ex UK,

Japan, 12 17

Data as of Dec 2012. The revenue exposure to emerging markets also includes the frontier markets. Europe ex UK and Pacific ex JP exposures are based on MSCI region

definitions
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Challenges in Estimating Economic Exposure

- Huge disparities in reported zz::faphicSegment Revenue [{CHF mil) Revenue (%)
geographic segments across Sermany o e
United Kingdom 2,678 3%
COmpanieS Italy 2,273 3%
Spain 1,789 2%
. . Russia 1,704 2%
= Economic Exposure provides a Switzerland 1,799 2%
. Rest of Europe 6,871 8%
consistent approach to UsA 2474 26
estimating revenue omerchina Regten e >
Philippines 1,851 2%
=  MSCI estimates a company’s Rest of Asia B2 10%
economic exposure based on o erica and the Carbbean 2 e
Africa 2,903 3%
th e: Australia 2,101 3%
Cceania 386 0%
Total 83,642 100%

1. company’s reported
. Amazon
reve n u es by geog ra p h |C Geographic Segment Revenue ($ mil) Revenue (%)

Morth America 26,705 56%
d International 21,372 44%
Seg me nt an Total 48,077 100%

2 . G D P Weights Of th e Procter and Gamble's reported geographic segments

2006 2011

countries and regions in the North America North America

Western Europe Western Europe

specific reporting segment Develomm seographics  Latim Amanen e

Japan, China, ASEAMN, Australia, India and Korea
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MSCI Economic Exposure Indices: Balancing Portfolio
Economic Exposure and Adequate Market Cap Coverage

Applicable Estimate Security n Adequate Ca pacrty'
Universe Economic Score Selection )
- Exposure times

All constituents To the Target Select the top market cap
of the MSCI Region for the ranked : i
S weighting
ACWI or MSCI Index (e.g. EM compenies Wt'th
DM/EM Economic = ir=ss = Frequent
' target economic )
Reglon/F:ountry Exposure) R Rebalancing:
Indices Semi-Annual
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MSCI Indices with EM Exposure

# Market cap Cap-weighted Portfolio Max EM Min EM
Index companies  coverage EM Exp EM Exp Exp Exp
MSCI World with EM Exposure Index ( 300) 24, 0.45 (049) 1.00 0.31
MSCI USA with EM Exposure Index 100 27.6% 0.28 0.42 1.00 0.26
MSCI Europe with EM Exposure Index 100 31.0% 0.47 0.50 1.00 0.35
MSCI EAFE with EM Exposure Index 200 32.2% 0.45 0.49 1.00 0.31
MSCI Japan with EM Exposure Index 50 20.8% 0.38 0.41 0.69 0.25
MSCI Pacific ex Japan with EM Exposure Index 50 24.6% 0.46 0.52 1.00 0.28
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Performance Characteristics of the Back-calculated
MSCI Indices with EM Exposure

M5Cl MSCI USA M5sCl
M5sCI . M5CI . M5CI .
May 2002 - Nov 2012 World with with EM Europe with | MSCI EM
World UsA Europe
EM Exp Exp EM Exp
Return(%)* 5.5 @ 5.0 7.1 6.2 8.7 @
Risk (%) 16.8 @ 15.8 17.5 20.9 21.5 @
Active Risk (%) 4.5 5.5 4.3
Mumber of companies 1,529 300 577 100 421 100 600
One-way Annual Turnover (%) 3.9 19.6 3.0 13.2 4.8 17.9 9.9
Float Market Cap Coverage (%) 24.3 27.7 34.2
Concentration (Top 10 security wght) 17.3 52.0 45.9
Maximum Inclusion Factor 2.3 14.1 12.0
Average Portfolio Economic Exposure™®* 0.36 0.34 0.38
Min Security-level Economic Exposure*** 0.30 0.27 0.33

* Gross Total Return in USD; ** Average Portfolic Economic Exposure is the average across semi-annual rebalancings *** Minimum
Security-level economic exposure is as of Jun 2012
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Active Exposures of the Back-calculated MSCI World
with EM Exposure Index

Active Region Exposures Active Sector Exposures
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M Historical Average # Current(lun 2012) 255

W Historical Average 4 Current{lun 2012)

Active Factor Exposures

0.40
0.30
020 : l R Top 10 companies by weight in the MSCI World with EM Exposure Index
0.10 ‘ ‘ Sno Name Country Sectar Index wght (%)
K 1 APPLE USA Information Tech 6.29
000 VOLATLTY  SZE  GROWTH  LIGUIDITY MOMENTUM SZENONL — VALUE  LEVERAGE 2 NESTLE SWITZERLAND Consumer Staples 2.89
-0.10 * 3 QUALCOMM USA Information Technology 2.85
4 BHP BILLITON LTD AUSTRALIA Materials 2.53
-0-20 F | 5 PHILIP MORRIS INT USA Consumer Staples 241
-0.30 | * 6 PROCTER & GAMBLE CO USA Consumer Staples 2.28
_0.40 7 HSBC HOLDINGS (GB) UNITED KINGDOM Financials 2.23
8 INTEL CORP UsA Information Technology 2.19
-0.50 9 BRITISH AMERICAN TOBACCO UNITED KINGDOM Consumer Staples 1.93
10 VODAFONE GROUP UNITED KINGDOM Telecommunication Services 1.81

W Historical Average # Current{lun 2012}

Average exposures based on data from May 2002 - Nov 2012. Top 10 companies by weight using data as of Dec 2012.
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Contrasting the MSCI World with EM Exposure Index
and the MSCI EM Indices

301 Sector Weights (%)
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MSCI Economic Exposure Indices in the Investment
Process

= The MSCI Indices with EM Exposure can be used by institutional investors with
constraints on investments in emerging markets due to regulation, accessibility
issues or potential concerns on governance

MSCI
World

MSCI World + MSCI World

|
| MSCI
| with EM Exp

 MSCI  MSCI  MSCI ACWI

'ACWI World EM GDP
Weighted

75:25 50:50 25:75

|
Direct Exposure to Emerging Markets' 13.0 0.0 100.0 31.0 0.0

EM Economic Expsoure (%) 20.7 84.4 48.9

|

|
Annual Return (%) (6.7) 63 136 (86) 81
Annual Volatility (%) 72 167 240 (189) 188

Return/ Risk 1'0.39 038 0.57 0.45 0.43

0.40 0.41

0.0
6D 72
G52
0.42

Source: MSCI, World scope. Data from May 2002 — March 2013. Direct exposure to emerging markets refers to the
market cap weight of emerging market companies in the index. EM exposure of emerging market companies
estimated using available World scope data as of 2010. Other exposure data are as of Dec 2011. Information ratio is
the ratio of Active return / tracking error.
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MSCI Economic Exposure Indices in the Investment

Process

=  The MSCI World with EM Exposure Index together with the MSCI EM Index
provides a broader opportunity set for global institutional investors to access
emerging markets growth

MSCI MSCI EM + MSCI World with

: MSCI MSCI
| EM+MSCI
 MSCI MSCI MSCI ACWI  World y
'ACWI World EM  GDP  with EM W\?::rEM :
Weighted  Exp i 75:25 50:50 25:75
Market Cap Weight in MSCI ACWI(%)* | 100.0 86.9 (13.1) 219 (34.9) |
EM Economic Expsoure (%) 290 207 844 404 48.9 711 | 755 66.7 57.8
|
|
Annual Return (%) 67 63 136 8.6 8.1 106 | 123 11.0 9.6
Annual Volatility (%) 172 167 240 189 18.8 212 1 224 209 197
Return/ Risk 039 038 057  0.45 0.43 050 | 0.55 052  0.49

Source: MSCI, World scope. Data from May 2002 - March 2013. For MSCI ACWI GDP weighted Index, the EM weight in
MSCI ACWI is shown . EM exposure of emerging market companies estimated using available World scope data as of
2010. Other exposure data are as of Dec 2011. Information ratio is the ratio of Active return / tracking error.
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How European is Europe?

= Qver the last five years, the percentage of European companies with high
international exposure has risen from 45% in 2007 to 60% in 2012

= Another striking fact is the high economic exposure of European companies to
emerging markets that has risen from 14% in 2002 to nearly 29% in 2012

Proportion of MSCI Europe companies with High Revenue distributions of MSCI Europe companies
International exposure (%) 70%
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Performance Implications

Performance of MSCI Europe Based Portfolios (%) Nmae‘:ﬁggfzgolz
MSCI UK vik/ith Intl Exp _
MSCI E}Europe ex UK \Ailith Intl Exp ——
i\/ISCI Europe \Ai/ith Intl Exp ——
MSCI Elijrope ex UK ——
N’ISCI Europe —
MSCI Eu?rope ex UK wiith Dom Exp |
I\/liSCI Europe wiith Do-
 WISCIUKwith Dom Bxp
e
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MSCI World with China Exposure

SINGAPORE SWITZERLAND CANADA  Country Weights Consumer Industrials Energy Sector Weights
3.7% JAPAN 1.3% Staples Utiliti 2.9% .
5 6% 3.3% 3.1%
Financials
6.8%
Consumer
Discretionary
9.9%
Top 10 Constituents
Country Mkt Cap Index Sector Sector
(USD Billions) WL (26) Wt (26)
QUALCOMM Us 133.21  17.97 Info Tech 48.1
BHP BILLITON LTD Al 91.95 12.40 Materials 36.9
RIO TINTO PLC GB 54.02 7.29 Materials 21.7
BHP BILLITON PLC GB 51.48 6.94 Materials 20.7
YUM BRANDS us 40.13 5.41 Cons Discr 54.7
TEXAS INSTRUMENTS us 29.81 4,02 Info Tech 10.8
HONGKONG CHINA GAS HK 23.18 3.13 Utilities 100.0
RIO TINTO LTD AU 22.35 3.02 Materials 9.0
WOODSIDE PETROLEUM AU 21.49 2.90 Energy 100.0
MURATA MANUFACTURING CO JP 19.78 2.67 Info Tech 7.1
Total 487.43  65.75
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Investing in China Through Developed Markets
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Summary

= With increasing globalization, many companies operate across different regions
and countries and therefore it is difficult to disentangle these companies from
their global footprint

= MSCI adopts a consistent approach to estimate the economic exposure of
companies to different regions using the geographic distribution of their
revenues

= The economic exposure of companies can serve as a complementary or
alternative definition of the country factor and brings a new dimension to the
construction and evaluation of global equity portfolios

= Emerging markets play an increasingly important role in the global economy
and in the asset allocation of institutional investors

= The MSCI Economic Exposure Indices are complementary to traditional cap
weighted EM benchmarks and provide an alternative approach to analyzing
emerging markets and global growth
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Thank You.
Questions?
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