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Macroeconomic Backdrop—Economic Growth

2006 GDP and 2007 Estimated GDP Growth, by Country, GDP in millions of U.S. dollars

County GDP 2007 2008
1 U.S. 13,244,550 2.2% 2.8%
2 Japan 4,367,459 2.3% 1.9%
3 Germany 2,897,032 1.8% 1.9%
4 China 2,630,113 10.0% 9.5%
5 UK 2,373,685 2.9% 2.7%
6 France 2,231,631 2.0% 2.4%
7 Italy 1,852,585 1.8% 1.7%
8 Canada 1,269,096 2.4% 2.9%
9 Spain 1,225,750 3.6% 3.4%
10 Brazil 1,067,706 4.4% 4.2%
11 Russia 979,048 6.4% 5.9%
12 Korea 888,267 4.4% 4.4%
13 India 886,867 8.4% 7.8%
14 Mexico 840,012 3.4% 3.5%
15 Australia 754,816 2.6% 3.3%
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Macroeconomic Backdrop—Economic Growth

Nominal GDP Per Capita, 2006 to 2008, in USD
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i u.s. 44,190.49 5.3% 2.9% 3.7%
P UK 39,213.08 5.9% 11.5% 5.8%
3 Canada 38,951.46 11.0% 1.5% 4.0%
4 Australia 36,553.43 4.6% 7.6% 2.6%
5 France 35,404.20 4.4% 7.0% +1%
6 Germany 35,203.87 4.0% 6.5% 3.5%
7 Japan 34,188.04 4.2% 1.5% 3.6%
8 Italy 31,790.63 4.1% 7.3% 3.9%
9 Spain 27,767.19 6.8% 9.1% 5.4%
10 South Korca 18,391.68 11.8% 5.9% 5.9%
11 Mexico 8,066.25 8.3% 5.7% 5.0%
12 Russia 6,856.08 28.8% 19.7% 15.8%
13 Braul 5,716.67 19.4% 8.8% 4.9%
14  China 2,001.46 16.6% 15.4% 11.4%
15  India 796.828 11.9% 9.3% 8.1%
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Macroeconomic Backdrop—Comparative Equity Returns

Percent Change YTD Percent Change YTD Currency Adjusted
Dow Jones Industries Avg. 12.96 12.96
S&P 500 Index 10.16 10.16
NASDAQ Composite Index 16.41 16.41
S&P/TSX Composite Index 10.60 31.27
Mexico Bolsa Index 21.48 21.31
Brazili Bovespa Stock Index 42.10 68.23
D] Euro Stoxx 50 7.83 15.63
FTSE 100 Index 6.63 11.26
CAC 40 Index 5.35 12.97
DAX Index 21.07 29.82
IBEX 35 Index 5.07 12.67
S&P/MIB Index -1.26 5.88
Amsterdam Exchanges Index 11.96 20.05
OMX Stockholm 30 Index 9.86 16.39
Swiss Market Index 4.51 7.78
Nikkei 225 -0.28 1.40
Hang Seng Index 43.10 43.52
S&P/ASX 200 Index 18.84 35.20
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Macroeconomic Backdrop—Comparative Equity Returns

S&P500 Index vs. Shanghai Stock Exchange Composite Index
5Year Performance

| 00000155 m || “GSPC mm |

L~ 250%
200%:
1509
100%%
— e — S 50%
S A /ff\\- 0%
‘_'\’ ’\/ \\M,- \F’\N\(J\\_’\,N
2003 Apr Jul Oct 2004 Apr Jul Oct 2005 Apr Jul Oct 2006 Apr Jul Oct 2007 Apr Jul Oct

DHEA



Macroeconomic Backdrop—Valuation

MSCI EM vs. MSCI World Price/Book Valuations
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Source: MSCI, FactSet, Morgan Stanley Research. Data as of 07/04/07.



Key Issues

= Subprime Fallout

= Dollar Decline
= Global Effects of Slowing US Economy

g Country—Specific Growth Headwinds
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Key Issues—The Falling Dollar

U.S. Dollar to Japanese Yen Exchange Rate
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Key Issues—The Falling Dollar

U.S. Dollar to Euro Exchange Rate
Ias of ﬁ—DcF—EﬂG?
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Key Issues—The Falling Dollar
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Implications for Equity Investing
= Focus on
— Higher quality.
— Larger capitalizations.

— Diversified global growth.

— Growth over value.

Emerging market still attractive, but selectivity more important
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Some Investment Themes

= Urbanization/Infrastructure spending
= Rise of the middle class in emerging markets

= Globalization/ Communication
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Selected Stocks

= General Electric/United Technologies
= Oracle

= Pepsico/Coca-Cola

= Nokia

= Schlumberger

= BHP Billiton

= Cognizant Technology Solutions

o ProLogis
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