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History of the World Economy

0 Commanding
Heights by Daniel
Yergin 6 hr DVD

O Economist
Magazine

O Avoid CNBC

O Read "Money
Advice” wkly email

O Pre WWII

O
O
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WWII changed US

From 65%-35% to
25-75

Freedom = success
Fourth Wave
Gender Equality

Leisure time;
health; education;
trinkets for the
rich; luxury goods




Analyze your portfolio

O 65% of the investment opportunities are
found outside of the U.S.

O What percentage of your stock holdings
are outside the U.S.?

O Granted that many US companies
operate in the foreign sector?

O What percentage of your foreign
holdings are in the emerging-markets?




FREEST ECONOMIES

Hong Kong (EWH)

Singapore (EWS)

United Kingdom (EWU)
Switzerland (EWL)

Australia (EWA)

Sweden (EWD)

Canada (EWCQC)

(From a Heritage Foundation study)
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HEALTHCARE

As countries develop more
middle class families,
expenditures for healthcare
will rise.

Invest in iShares S&P Global
Healthcare Index Fund




EDUCATION

It is the “Fourth Wave” of development after
agriculture, industry and service (Toffler)

O For-profit US education companies are
Apollo (APOL), Laureate (LAUR), Sylvan
Learning Centers (SYL), ITT Educational
(ESI), etc.

O EDU: New Oriental Edu&Tech Grp; Beijing;
$70 share; 95 PE; 872,000 students




INVEST IN "HARD" ASSETS

As the emerging-market
countries develop and advance,
the price of commodities will
continue to go up.

Invest in IGE: iShares Goldman

Sachs Natural Resources’ Index
Fund




...1Top 10 Leading Countries in
Closing the Gender Gap (7 is highest)

Germany 4.61
Australia 4.61

Denmark 5.27
Finland 5.19

Sweden 553 O New Zealand 4.89
Norway 5.39 0O Canada 4.87
Iceland 5.32 o U. K. 4.75
O
O

011 EED R

The US ranks 17t after Latvia, Lithuania,
France, Netherlands, Estonia, and Iceland.
There is a close correlation between gender
equality and economic performance. >>>>>

From: Women’'s Leaders Programme of the World Economic Forum
A survey of 58 countries: OECD plus 28 emerging countries.




2006 STOCK MARKET GAINS:
INVEST IN WOMEN!!!

0 Sweden +43.59% = New Zealand +13.4
O Norway +43.1 O Canada +16.4
o0 Iceland +42.4 P U. K +28.2
0 Denmark +34.2 0 Germany +35.2
O Finland +28.4 O Australia +28.3

World Stock Market average gain = 19%
US Standard & Poor’s 500 Average = 15.7%
IEV - iShares S&P Europe 350 Index = 32.8




THE "PACIFIC TIGERS"”

O Countries along the Pacific rim
in Asia are the fastest growing
countries in the world

O Buy iShares MSCI Pacific (ex-
Japan)

O Buy APB Asia-Pacific Fund
(Closed-end) on the NYSE




JAPANESE TECHNOLOGY

O EWJ] iShares Japan Index

O Japan Smaller Companies
closed-end mutual fund.
JOF on NYSE

0 Buy Takeda Pharmaceutical.
TKPHF as an ADR

0 Buy Kyocera. KYO as an ADR




BOOMING CHINA

O EWH: iShares Hong Kong Index

O FXI: FTSE Xinhua China 25 Index

O BHP: Broken Hill Proprietary -
Billiton ADR (Australian metals)




CELLULAR IN CHINA

China has 1.3 billion pop.

China has the most cellular
users in the world

Invest in China Mobile

Buy as an ADR on the NYSE
Symbol is CHL




Six Asset Allocation Classes

Short US For US For Hard
Money | Bonds | Bonds | Stocks | Stocks | Assets
Cash T-bills Corp Value Int’l Oils
Checking | T-bonds | Gov't Growth | Emerg. | Nat. Gas
Savings Corp. Emerg. Large | Regional Coal
CDs < 2 Munis Medium | Country | REITs
yrs GNMA Large Sector Mining

Mort. Sector Lumber




FOR FOREIGN, INVEST IN TWO
EXCHANGE-TRADED FUNDS

O EFA - invests in OEEM - invests In
the 1,021 largest 16 of the fastest

companies in 22 growing
countries outside “emerging
of the U S. market”
Replicates the -

countries
EAFE Index

(Morgan Stanley
MSCI)




FOREIGN (EFA) BEATS US (S&P500)

Zoom:ld 5d 1m 2m &m ¥TD 1y Su 10y Max Mar 02, 2002 - Sep 13, 2007

@EFA +100.15% @S&P500 +2433%

L

P
- ﬁﬂg&‘
e
~ ’ 20%
_Hr'*". Ffm.r"f
7 Lo

A= L ED%Q

A" 40%

f"NLﬂ%'M A

N e 209

™, ~ - e, =N 0o

Y — T =T : -
-\._,I‘ ~ \“'ffq‘.v“bxﬂ-r{—'rhﬂ' e a0
s UFr i
4 0%
I I I I
2003 Zo0o4 Z00s 2005 2007

1
2003 2004 EEI_I:IS _______—m-ED—DE" e E 1 -
F-_Hﬂ‘“‘—'_‘“-\_\_h__,—'——\.-—\.\____\____\___---"'_" —_ i
£ >

2002 through September 2007
EFA 21 countries (+100%) beats S&P500 (+25%)




Emerging Markets beats EFA

foom:1ld 54 1m 2m Em ¥TD 1y Sy 10y Max Spr 17, 2003 - Sep 13, 2007
@ EEM +207 52% WEFA +145 50%
™
g
;,.'l"u' .“‘-\.I'
W
ﬂ.-.' __,-"Mfﬂﬁl'u\[/_,
i & 200%
N e \ﬂ Ir-"‘-""'-a_,-"'"_
g Ilﬂlr"l_r'
~— i Y
f,fu”_\.ff PN T
b s - P
_/—\.\_,/_.-\/-“'ﬁ-/-/ m’ __-_.IH'\-'.-_‘_F‘__ -I‘-‘II-.\._;'_ 1|:||:|%
. ) .--\.ﬂ'\-_\__.-_'
rﬁf__—u. i e e —
e I e S e
T
T 0%
2004 2005 2006 2007

2003 through September 2007
EEM 22 countries (+298%) beats EFA (+147%).




MSCI Emerging Markets
Index Fund (EEM)

Exposure by Region

Asia/Far East Ex-Japan 50.90%
Eastern Europe 12.30%
South America 9.50%
North America 8.70%
Africa 7.00%
Western Europe 6.40%

Middle East 5.20%




Optimal Global Portfolios

FlaWUWRE 1

Risk/Return Trade-Off with Foreign Investment

1 00 For &i gn

0% L5 760% Foreign

0% L.5.790% Foreign

Expected Return

BO%0 L5/ 20%: Foreign

T 00% LS.

Lew Partiolio Volatility High




Improving Returns 1970-2000

TO% Dormestic,
B =0% Inte:rEFatIi-:-n.al
EAFE] P i
[ 1 Portfolia W 100%

> Benefit of - Cormestic
" International Portalio
Investmant

Annual Returns (%)

100% International
(MSCI EAFE) Portfolio

Risk (% of Standard Deviation)




FOREIGN BOND MUTUAL FUNDS

O American Century International
Bond Fund (BEGBX)

OT. Rowe Price Int'| Bond Fund
(RPIBX)

O Pimco Foreign Bond Fund (PFBDX,
PFUIX)

O Pimco Emerging Market Bond

~ Fund (PEMDX, PEBIX)



Short
Hard Assets 3% US Bonds

18% ' 10%
Intl Stks

Intl Bonds
10%
24%

For 40 year old US Stks

39%




ETF PORTFOLIO FOR 30 YR OLD

0% |MMF Money Market Fund

3% |AGG Leman Aggregate Bond

3% |PFBDX |PIMCO Foreign Bond Unhedged

10% |IWD iIShares Russell 1000 Value

14% |IWF iIShares Russell 1000 Growth

27% |[IWM IShares Russell 2000

25% |EFA iIShares EAFE

11% |EEM iIShares Emerging Markets

7% |IGE IShares Natural Resources




ETF PORTFOLIO FOR 45 YR OLD

0% |MMF Money Market Fund

8% |AGG Leman Aggregate Bond

8% |PFBDX |PIMCO Foreign Bond Unhedged

12% |IWD iIShares Russell 1000 Value

10% |IWF iIShares Russell 1000 Growth

20% |[IWM IShares Russell 2000

19% |EFA iIShares EAFE

9% |EEM iIShares Emerging Markets

14% |IGE IShares Natural Resources




ETF PORTFOLIO FOR 65 YR OLD

6% |MMF Money Market Fund

9% |AGG Leman Aggregate Bond

9% |PFBDX |PIMCO Foreign Bond Unhedged

12% |IWD iIShares Russell 1000 Value

/7% |IWF iIShares Russell 1000 Growth

14% |IWM IShares Russell 2000

17% |EFA iIShares EAFE

/% |EEM iIShares Emerging Markets

19% |IGE IShares Natural Resources




ETF PORTFOLIO FOR 80 YR OLD

10% |[MMF Money Market Fund

16% |AGG Leman Aggregate Bond

16% |PFBDX |PIMCO Foreign Bond Unhedged
11% |IWD iIShares Russell 1000 Value

3% |IWF iIShares Russell 1000 Growth
6% |(IWM IShares Russell 2000

10% |EFA iIShares EAFE

4% |EEM iIShares Emerging Markets
24% |IGE iIShares Natural Resources




ETF PORTFOLIO FOR 85 YR OLD

10% |[MMF Money Market Fund

20% |AGG Leman Aggregate Bond

20% |PFBDX |PIMCO Foreign Bond Unhedged

9% |IWD iIShares Russell 1000 Value

2% |IWF iIShares Russell 1000 Growth

3% |IWM IShares Russell 2000

8% |EFA iIShares EAFE

3% |EEM iIShares Emerging Markets

25% |IGE IShares Natural Resources




SEND ME YOUR QUESTIONS

O I will be happy to answer your
iInvestment questions.

O Email them to me:
george@emarotta.com

OIf I can’t answer, I will ask my son
David.

0 Good luck investing in the future.



mailto:george@emarotta.com

FREE EMAIL
INVESTMENT LETTER

O0Sign up for my email letter.
O Give me your email address.
O0Sign-up sheets are in front.




IMAROTTA ASSET MANAGEMENT, INC.
Web: www emarotta.com

uite 100 E-mail: info@emarotta.com
Charlottesville, VA 22903-4619 Business: (434) 2440000
iIShares Age Appropriate Portfolios Recommendation good only until: ~ 6/3/08
Symbol Age: 10 15 20 25 30 35 40 45 50
MMF Money Market 0% 0% 0% 0% 0% 0% 0% 0% 0%
AGG Leman Aggregate Bond 0% 0% 0% 2% 3% 6% 7% 8% 9%
PFBDX PIMCO Foreign Bond 0% 0% 0% 2% 3% 6% 7% 8% 9%
IWD iShares Russell 1000 Value 4% 6% 9% 10% 10% 1% 11% 12% 12%
IWF iShares Russell 1000 Growth 19% 18% 17% 15% 14% 12% 1% 10% 9%
IWM iShares Russell 2000 37% 36% 34% 29% 27% 23% 22% 20% 19%
EFA iShares EFA Index 27% 27% 27% 25% 25% 21% 20% 19% 18%
EEM iShares Emerging Markets 13% 13% 13% 12% 1% 10% 10% 9% 9%
IGE iShares Goldman Sachs Nat Res 0% 0% 0% 5% 7% 1% 12% 14% 15%
Beta 098 0.98 0.97 0.93 0.91 0.84 0.83 0.80 0.78
Expected Real Return: Inflation+  634% 634% 633% 6.16% 606% 585% 579% 569% 5.63%
Symbol Age: 55 60 65 70 75 80 85 90 95
MMF Money Market 0% 0% 0% 0% 0% 0% 0% 5% 10%
AGG Leman Aggregate Bond 10% 11% 12% 16% 18% 21% 25% 3%  45%
PFBDX PIMCO Foreign Bond 10% 1% 12% 16% 18% 21% 25% 3%  45%
IWD iShares Russell 1000 Value 12% 12% 12% 12% 1% 1% 9% 5% 0%
IWF iShares Russell 1000 Growth 9% 8% 7% 5% 4% 3% 2% 0% 0%
IWM iShares Russell 2000 18% 16% 14% 11% 9% 6% 3% 1% 0%
EFA iShares EFA Index 17% 17% 17% 12% 12% 10% 8% 4% 0%
EEM iShares Emerging Markets 8% 8% 7% 6% 5% 4% 3% 1% 0%
IGE iShares Goldman Sachs Nat Res 16% 17% 19% 22% 23% 24% 25% 22% 0%
Beta 076 0.74 0.72 0.64 0.60 0.54 0.46 0.29 0.00

Expected Real Return: Inflation + 9.95% 947% 537% S5.11%  495% 474% 447%  393% 3.00%
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WORLD STOCK MARKET

By George Marotta,
Certified Financial Planner
& Finance Instructor

@ Stanford University


http://us.f802.mail.yahoo.com/ym/ShowLetter?box=Inbox&MsgId=3313_11899558_67634_2186_112089_0_281774_148272_1371999701&bodyPart=6&tnef=&YY=77094&y5beta=yes&y5beta=yes&order=down&sort=date&pos=0&view=a&head=b&VScan=1&Idx=7
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