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Executive
Summary

us

= GDP: in 2010 expectations are for 2.8% YoY growth; in 2011 around 2.4% YoY. Upside potential to
growth, in the range of +0.3% to +0.9% to baseline GNP projections, is estimated by the
Congressional Budget Office (CBO) to be as applicable as an exogenous effect coming from Bush tax
cuts extensions.

= Inflation: in 2010-the forecast has been slightly increased to 1.6% YoY and the prediction for 2011 is
around 2.1% YoY.

= FED: there is no scope for further cuts, and further unconventional measures are unlikely. The
market now expects US interest rates to remain around 0.25% up to October 2011.

= Triggers:
- The combined effect of monetary stimulus and fiscal support
- Further good news in terms of corporate profitability.

= Risks:
- the US moves to protectionism and/or enacts a too rapid fiscal tightening.

EURO AREA

= GDP: in 2010 expectations are for 1.7% YoY growth; in 2011 around 1.6% YoY.
= Inflation: in 2010, the forecast has been increased to 1.6% YoY; 2011 increased to 1.9% YoY.
= ECB: the ECB now sees “evidence of short-term upward pressure on overall inflation”; it also
expressed its desire to continue the process of winding down emergency measures going forward;
= Triggers:
- The European Loan Package could restore market and consumers’ confidence
- Stronger-than-expected worldwide growth may help sustain European exports.
= Risks:
- Financial instability coming from peripheral countries undermining a still fragile confidence;
- Excessive fiscal rectitude.

JAPAN

= GDP: in 2010 growth expectations increased at 4.4 % YoY (were at 3.7%); around 1.4% in 2011.
= Inflation: in 2010 expectations of deflation at -0.9% YoY; 2011 around +0.1% YoY.
= BOJ: no further action on interest rates is expected on 25 January.
= Triggers:
- A change in the economic policy mix by the new government could improve confidence.
- Further strong demand by Asia for Japanese exports.
= Risks:
- The return to a deflationary environment will curb private demand.
- Further yen strength (below 80 versus USD) could further curb exports of goods and services.
- Excessive fiscal rectitude.
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Our projections for the US, euroland and Japan are based on quantitative forecasting models, while our projections for the
Emerging-Markets are based on qualitative analysis.
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1. Leader

The Agenda
of Stability

EU leaders met in Brussels on 16 December 2010 to discuss the new permanent mechanism to deal with
financial difficulties by states within the eurozone. The previous day the European Central Bank (ECB)
had announced a €5 billion capital increase (from €5.76 billion to €10.76 billion) to be in a position to
better handle financial risks.

The current EFSF (European Financial Stability Fund) mechanism expires in June 2013 and the aim of
the agreement is to have the new European Stability Mechanism (ESM) in place by then. The ESM will
require some modest changes to the EU treaty and as such, it will have to be approved by each member
state in order for it to come into force.

The EU Heads of State also endorsed the agreement that was reached by euro area Finance Ministers at the
end of November 2010 on how the ESM will function. This agreement states that any euro area
government that requires liquidity support after June 2013 to cover its gross funding needs will be
subjected to a “debt sustainability analysis” carried out by the European Commission, the ECB and the
IMF. This analysis will seek to determine whether the country is suffering from a liquidity crisis or a
solvency crisis.

If the country is judged to be suffering from a liquidity crisis, the ESM will provide liquidity support
with conditions similar to those that have been applied by the EFSF to Ireland (an average maturity of 7.5
years and an interest rate of 6.05%, in exchange for aggressive fiscal consolidation) and Greece.

If, on the other hand, the country in question is judged to be suffering from a solvency crisis, it will be
required to negotiate a debt-restructuring with its private creditors; if needed, the ESM will provide
liquidity support during the restructuring process. The statement by EU leaders emphasised that decisions
about private sector participation will be taken on a case by case basis, and that private sector participation
will not necessarily be required in order to gain access to the liquidity support. The mechanism on the
basis of which the distinction between a liquidity crisis and a solvency crisis will be made has, however,
not been defined. EU leaders, nevertheless, have agreed to work to better define the details during 2011.
They also indicated that deliberations are under way to define a more flexible use of the current EFSF
fund, in a bid to avoid frantic last minute deals such as those that have been so far enacted (Greece and
Ireland).

The official text released at the end of the meeting reads as follows: “The Member States whose currency is
the euro may establish a stability mechanism to be activated if indispensable to safeguard the stability of
the euro area as a whole. The granting of any required financial assistance under the mechanism will be
made subject to strict conditionality.”

Speaking after the summit, German Chancellor Angela Merkel stated that the EU will move towards a
more common economic policy, which “will be a long process”, and also indicated that a “culture of
stability” will remain on the agenda for 2011 to help protect the euro, described as “a part of Europe”.

Last overhauled in 2009, the treaty is the EU’s equivalent of a constitution, which is binding for EU
institutions in Brussels and for national governments’ handling of European affairs. All 27 countries,
including the 11 outside the euro region, would need to ratify the amendment by 1 January 2013 for it to
take effect.

The EU Council also underlined its commitment to do "whatever is necessary to ensure the stability of the
eurozone as a whole", thus opening the door for further policy action in the future if required and/or
deemed appropriate. This message was further reinforced in recent days, with EU Economic and Monetary
Commissioner Olli Rehn stating that “the effective lending capacity of the EFSF should be reinforced and
the scope of its activity widened,” and added that “we need to review all options for the size and scope of
our financial backstops”. EU leaders are to be debate the possibility of increasing the size of the EFSF and
using the funds to purchase government bonds directly, as well as applying lower interest rates on
rescue loans and guarantees against excessive debts. If enacted, these measures would (at least in the
short term) help to reassure financial markets on the prospects of peripheral government debts in the
eurozone. A loan to Portugal, of approx €60 billion is also rumoured. No immediate actions is expected,
but there should be developments in the coming months.
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2. US
2.1 GROWTH

According to the Bureau of Economic Analysis the  Fig.1 US GDP.
third estimate of Q310 GDP has been revised up to ~ Source: Pioneer Investments, BEA. As of Q310 (third release)

2.6% QoQ annualised (was 2.5%). GDP -
In detail, the increase in real GDP of 0.1% reflects 6.0 - — .
primarily an upward revision of private inventories
on one side that was almost perfectly balanced by a s0 AN

downward revision to personal consumption \/ \,\[ \\/JAV/ A /\,
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expenditure on the other. o vV \
0.0

On the basis of the third release of Q310 GDP, we \ l

confirm our forecasts for economic growth for 2010 20

when we forecast GDP to grow at 2.8% YoY; moving \/

into 2011, GDP growth is expected to grow at 2.4%

(revised up from 2.2%).

= Upside potential to growth, in the range of
+0.3% to +0.9% is estimated by the CBO to be
as applicable as an exogenous effect coming
from Bush tax cuts extensions.
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The upward shift of our expectations arises from the

ision of Q3 2010 GDP and f; light
revision o Q . ancirom @ sug Fig.1.1 Disposable Personal Income, Personal Expenditure and Saving
improvement in the net trade contribution to growth Rate

(due.to str ong.er global demand and exports than Source: Pioneer Investments, BEA. As of November 2010
previously registered) and some improvement in the
outlook for Fixed Non Residential Investments.

Disposable Personal Income

% YoY

Robust global demand and a weaker US dollar will 8.0 T
continue to support US exports going forward A M/\ AN A / \
while sub-par internal demand will depress imports Y/ R oV
from the current levels. The net result, however, a0l '\ \\J\A/\/J\_J,\ /\/
given the structural trade deficit of the US economy, M J ‘ /J \<
will be that the net trade contribution to GDP 2.0 ‘\/, ,_,/_/\/\/\
growth in 2011 is expected to remain slightly e \ j
negative. o0 \ f/

-2.0 A
The inventory replenishment phase has shown its N
largest effect during 2010 and we expect it to 4.0 =
contribute Only marginally to US gl'OWth in the Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10
future. — Saving Rate — Personal Expenditure Disposable Income
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After igniting fears for the US economy of a double-

dip recession with their fall from April’s peak, Fig.2 US ISM Index and GDP.
Manufacturing and Non-Manufacturing ISM Source: BEA, Institute for Supply Management. As of December 2010.
indices gained positive momentum in Q4 2010,

together with the US leading indicator. In LEI & ISM indexes
December, ISM Manufacturing posted a 7-month "

high (57 versus. 56.6 prior) and ISM Non-
Manufacturing rose to a record not seen since mid-
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2.1.a Consumption Expenditure

Personal Income and Outlays for November 2010
were published on the 23 December: Real Disposable
Income increased 0.2% in November (0.2% in
October), while Real Personal Consumption Household Consumption Expenditure orecass
Expenditure increased by 0.3% (0.5% in October) 601 —
and has been revised to 2.4% QoQ annualised. (was

2.8%, original Pioneer Investments’ estimate 2.0%). /\,\/\\ AN
A

so¥ = \/J\/ I
Household Consumption is expected to be the main ™
driver of growth over the year (1.5% out of 2.4%) /
although without any significant acceleration from 00
the current rates of growth, however, disposable \\/
income and employment dynamics are slowly going
in the right direction, supporting a safe path of e 7Q1 92 Q194 Q19 Q198 Q100 Q102 Q104 Q106 Q108 Q110
expansion for household consumption; the %000 %oy
deleveraging process is mitigating.

Fig.3 US Consumption Expenditure.
Source: BEA. As of Q310 (third release).

After jumping to 9.8% in November, the US
Unemployment Rate fell back to 9.4% in December,
as some discouraged workers left the workforce.
Non-Farm Payrolls growth increased as 103,000 jobs " Labour Market 100t
were created in December (71,000 prior, revised 10.5 - - 600
from 39,000). Hours worked were unchanged at 34.3 . 00
in December and average hourly earnings rose a as 1 ALAME ) IR LA UL [ oo

limited 0.1% MoM (0.0% prior) and 1.8% YoY

1.6% prior). 75 7N /
(+ prior) . ha \ / (1],
o

Fig.4 US Non-farm Payrolls & Unemployment Rate.
Source: BLS. As of December 2010.

In this environment of continual high \\ A
unemployment, it is going to be difficult for 5.5 Mg

workers to gain significant wage increases, and it is 45 'V\"\M / V\\’\\a
only due to a very subdued inflation rate (and tax

-400

A

-600

35— -§00
rebates) that they will be able to sustain their real TR RIIR’ERIISSIIILSESRSSL
i d iob ion is f 3355383555583 5553835558358
income. Mo est net job creation is forecast to S 2282852282852 2828852=2824

continue in coming months, with the Monthly Change in Payrolls (RH scale) = Unemployment rate
Unemployment Rate expected to be below the
current 9.6% level by the end of 2011 (8.9%).
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2.1.b Fixed Investments

The Bureau of Economics Analysis (BEfA‘) revised Fixed Fig.5 US Fixed Investments. Source: BEA. As of Q310 (third release).
Investments down at 1.5% QoQ annualised (was 1.7%).

Residential Investments was slightly higher at -27.3%

QoQ annualised (was -27.5), while the Non Residential Fixed Investments orecass
Investments were slightly lower at 10% QoQ annualised. 160 —
(was 10.3%). INVATN )

In the short period , Non Residential Investments will 80 f v “\,_j 7 I W
be supported by continual wide profit margins; going oo T\\ [ \\ /J
forward, a gradual increase of Unit Labour Cost will \/ \/\ /

help narrow the margins, curbing the pace of 80

expansion of corporate profitability. \ /

So far, the recovery in the Housing sector in the US has -16.0

remained weak and strongly dependent on fiscal \\/

incentives: we expect that Non Residential Investments 240

will be a strain, although a negligible one, on US GDP
growth.
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Fig.6 US NIPA Corporate Profits After Tax.

With the third estimate of NIPA data, the BEA also Source: BEA. As of Q310 (third release)

revised Q310 Corporate Profits (corporate profits with
inventory valuation and capital consumption
adjustments) at 1.62% QoQ and 26.4% YoY (previously 007 N
2.8% QoQ and 27.8% YoY), slightly lower than Pioneer 300

Investments’ original expectations. at 3.7% QoQ and

Corporate Profits (NIPA After Tax)
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2.2 INFLATION

Fig.7 US CPL Source: US Census Bureau. As of November 2010.

Given the amount of spare capacity and without any Headtine Consumer Prices Index

strong pressures coming from the costs side, 601 o
inflationary pressures are likely to remain contained in //\

the future, at 1.6% YoY on average in 2010 and at 40

approximately 2.1% YoY for 2011. B ”\Mu ﬂ\/\’\[/\/\/\// \ WA

The recent spikes of oil and commodities prices lifted \l
our inflation expectations for Q410 and 2011 on average; \ /
these spikes are, however, gaining ground as the main \]
source of upside risk for our inflation outlook.
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2.3 MONETARY POLICY

The limited official level of the Fed Funds rate (0% to 0.25% the current desired range) makes further reductions of
official interest rates basically impossible, but the Federal Reserve Fed), after initially ruling out new unconventional
measures in the first half of 2010, has reconsidered its stance and announced the details of new quantitative easing
measures at the November meeting. It has indicated that it will be purchasing an additional US$75 billion of
Treasuries each month up until June 2011, indicating a new total commitment of US$600 billion for now. This
amount is above and beyond the reinvestment of the cash flow generated by the MBS portfolio (estimated to be worth
approximately US$250 to US$300 billion over the period to June 2011) and that was already being enacted, meaning
that in total the Fed will be buying up to US$900 billion of Treasury bonds over the period; about 90% of the
purchases will be carried out on bonds maturing within ten years.

Going forward, the FOMC will “regularly review the pace of its securities purchases and the overall size of the asset-
purchase programme in light of incoming information and will adjust the programme as needed to best foster
maximum employment and price stability”, meaning that further purchases are possible going forward if deemed
appropriate.

The next scheduled Fed meeting is on 26 January; there is no scope for further cuts, and further unconventional
measures are unlikely. The market now expects US interest rates to remain around 0.25% up to October 2011; rates are
then expected to progressively, but slowly, increase, nonetheless, staying below 1% until towards the end of 2012.
Overall expectations for future rate increases have declined in recent quarters. First, the Fed continued to repeat the
statement that rates will remain low “for an extended period”. Then, they enacted the ongoing quantitative easing
measures.

2.4 TRIGGERS /RISKS

Triggers

= The combined effect of monetary stimulus and fiscal support could provide a major boost to growth. In
its testimony before the United States Senate Committee on the Budget and Committee of Finance,
(September 2010 and November 2010) the Congressional Budget Office presented a Study on the
estimated short-term and longer-term effects of the extension through to 2012 of EGTRRA and JGTRRA
(otherwise called the Bush Tax cuts). The estimated macroeconomic outcome would be in a range of
+0.3% to +0.9% on GNP and -0.1% to -0.3% on the Unemployment Rate.

=  Further good news in terms of corporate profitability could improve confidence overall, substantially
supporting the early evidence of economic recovery.

= The Labour Market is slowly improving. Companies are hiring staff, improving consumers’ confidence
and spending.

Risks

=  Fiscal rectitude could potentially be very damaging if enacted before the economy has recovered
sufficiently.

= The US move to protectionism, given the increasingly dependency of US growth on exports and global
demand.
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3. EURO AREA
3.1 GROWTH

The euro area final Q310 GDP estimate has been Fig. 8 EMU GDP.

revised down to 0.3% QoQ, 1.9% YoY (preliminary Source: Pioneer Investments, Eurostat. As of Q310 (Final release)
Q3 estimate was 0.4% QoQ), in line with our GDP

original expectations of 0.3% QoQ (1.8% YoY).

forecasts

6.0 1 "
On the basis of the new release and details, we 40 A
confirm the recent improvement in the economic /N /\\ / \ /f\.\
picture, with GDP increasing in 2010 at 1.7% YoY 20 \=4 v ave -
and at around 1.6% in 2011. \ / \/\/ \
We expect the inventories re-stocking process tobe ~ °° V \ I
confirmed as the largest growth contributor in 20
2010. This support, however, will gradually fade in \ /
2011 where we expect final private internal demand 4.0 V
(household consumption and fixed investments) to

-6.0 -

be the main driver of growth, with a contribution

X Q192 Q393 Q195 Q396 Q198 Q399 Q101 Q302 Q104 Q305 Q107 Q308 Q110 Q3 11
of 1.3% out of 1.6% of GDP growth estimated.

% QoQ — 9% YoY

Labour income prospects will consolidate moving
into 2011, with the unemployment rate slowly
decreasing from the current levels and growth in
compensation projected to post stronger increases
than in 2010. The path expected for household
demand will be a bit brighter than the one posted in
2010 year and will consolidate throughout 2011. GDP YoY% change
Given the global recovery in place and the export- 6.0 -
led model of growth of some leader countries, the
contribution of net exports to euro-area GDP
growth is expected to be positive. Driven by strong
foreign demand, exports are expected to continue to
grow, albeit at a slower pace than in 2010. Imports
are also expected to gradually slow their pace of
growth over the projected horizon.

Fig. 8.1 EMU GDP, selected Countries
Source: Eurostat. As of Q310 (Final release)

-6.0

-8.0 -
Mar-00 Mar-01 Mar-02 Mar-03 Mar-04 Mar-05 Mar-06 Mar-07 Mar-08 Mar-09 Mar-10

=Euro-zone Germany Italy —France
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3.1. a Consumption Expenditure

Fig.9 EMU Consumption Expenditure.
Source: Pioneer Investments, Eurostat. As of Q310 (final release).

Private consumption expenditure growth was Households Consumption Expenditure
broadly in line with previous estimates (1.0% YoY). 40+
The latest Eurostat update confirmed a stronger
picture of compensation per employee, which is
more in line with the brighter outlook of 20

AL AN
consumption that we have had since last September. VW v
In 2011, we expect Private Consumption to rise / N~

forecasts
—

modestly and to consolidate while labour income 00
prospects improve, the unemployment rate declines J
to lower (albeit still high) levels and growth in

compensation posts stronger increases than in 2010.

2.0
Q393 Q195 Q396 Q198 Q399 Q101 Q302 Q104 Q305 Q107 Q308 Q110 Q311

% QoQ —% YoY

The November Eurozone Unemployment Rate was ~ Fig-10 EMU Unemployment Rate.
stable at 10.1%, continuing to remain elevated as the Source: Eurostat. Data available as of 13 January 2011.

region’s sovereign debt crisis erodes confidence UNEMPLOYMENT RATE

among companies. 20

The highest rate of unemployment was once again 200

registered in Spain (20.8%), but there were also high 180 /

levels of unemployment in France (9.3%), Ireland 160 /

(13.9%) and Portugal (10.9%). The German 140 \ /

Unemployment Rate stabilised at around 7.5%. 120 /

We expect the labour market to improve slightly in 100 / -

2011, with an unemployment rate that will slowly 80

decline towards a 9.7% average, although with wide 60—

differences across member states. E E E E E E E E E E E E E E ,%
EMU Germany —Spain

3.1.h Fixed Investments

In the final estimate Q310 Fixed Investments have Fig.11 EMU Fixed Investments.

been revised slightly down (final +0.2% YoY, Source: Pioneer Investments, Eurostat. As of Q310 (third estimate).

preliminary estimate 0.3%).

Notwithstanding the revision, the figure in the third
quarter confirms our outlook for a continued and
gradual improvement of fixed investments, 40

supported by the recovery in place for global demand, | / \ [V\/ \ r/\f \ N

Fixed Investments forecasts

—

8.0 q

manufacturing and positive profit margins growth. 00

We expect productivity and unit labour cost figures ol

will to consolidate with the virtuous process started at 0 \ /

the beginning of the year, whereby productivity \ /

increased while unit labour costs declined, thus 120

improving corporate proﬁtability. Q393 Q395 Q397 Q399 Q301 Q303 Q305 Q307 Q309 Q311
% Q0Q — % YoY
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The November eurozone M3 Growth Rate rose to Fig.12 EMU M3 Growth Rate, Source: ECB. As of November 2010.
1.9% YoY (+0.9% prior) with the 3M average rate of
growth rising 1.3% YoY (1.0 % prior).

M3 seas. adj. & Banks' loans (YoY% change)

Loans to the Private sector rose 2% YoY in November i //v\/\f/—\\

(1.5% YoY in October), the fastest pace since April o 4

2009. / \

Household lending rose 2.7% YoY (+2.9% prior) and 50 \

lending to corporates (non-financial corporations) \

further improved to -0.1% YoY. * - \/./

Jan-04 Jul-04 Jan-05 Jul-05 Jan-06 Jul-06 Jan-07 Jul-07 Jan-08 Jul-08 Jan-09 Jul-09 Jan-10 Jul-10

M3 ~—Loans to non-fin corps Loans to Households

3.2 INFLATION

Fig.13 EMU CPI as of November 2010.
In 2010 and in 2011, we forecast the inflation rate Source: Pioneer Investments, Eurostat.
overall to be below the ECB target, at 1.6% YoY and Consumer Prices Index
1.9% YoY respectively, on average. Due to the 0 forecssts.
continual wide output gap and the limited pressures /\
coming from the costs side, the inflation rate is

3.0
expected to remain under control. Domestic price /\/\/\/\A /
pressures might gradually increase, responding to 20 ,\’\

: —
the gradual but slow improvements in labour market \/‘\/\ / ECB Comfort\ione VA
conditions, unit labour costs and activity, but the 10 u
v

- T I 'Y
main upside risks still relate to oil and commodities
price shifts. 0.0

1.0
Q195 Q496 Q398 Q200 Q102 Q403 Q305 Q207 Q109 Q410

% QoQ — 9% YoY
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3.3 MONETARY POLICY

The ECB is currently having to balance two contrasting forces: inflation rose above its 2% threshold in December 2010
(2.2% YoY) and economic growth has been positive (3Q GDP + 1.9% YoY) if not explosive, but at the same time the
latest problems on peripheral European government bonds suggest that a prudent stance on interest rates is required. In
a press conference following the January meeting, President Trichet reminded the market that the ECB is
“permanently alert” and that “our level of interest rates is designed to deliver price stability”, while at the same time
indicating that the policy rate at 1% was “still appropriate”. He did, however, note that the ECB now sees “evidence of
short-term upward pressure on overall inflation, mainly owing to energy prices” and that medium-term inflation
risks, while “still balanced”, could “move to the upside” and this warrants “very close monitoring”.

In its overall response to the financial crisis, the ECB reduced official interest rates by 3.25% since October 2008, to the
current 1.0% level, reached after the last 25 bps rate reduction that the ECB enacted at its meeting in early May 2009. A
variation of interest rates is not likely at the next meeting on 3 February, and most economists continue to expect low
interest rates going forward, as economic growth is forecast to improve only gradually in the coming quarters and the
low level of economic activity limits the potential for price increases.

The process of winding down the extraordinary measures to supply liquidity to financial markets has started, so the
ECB’s overall monetary policy will become less accommodative in the medium term. In December, the ECB promised
in December to maintain the “unlimited” allotment of liquidity at the short term (up to three months maturity)
REPO operations until 12 April 2011 at least and to continue to purchase government bonds in the secondary market
at a pace “calibrated according to market conditions”. But, it has also expressed its desire to continue winding down
emergency measures going forward as they were described as “temporary” in nature.

3.4 TRIGGERS /RISKS

Triggers

=  The European Loan package could be effective in restoring confidence among investors and consumers.
=  Stronger-than-expected worldwide growth may help sustain European exports.

Risks

=  Financial instability coming from Greece, Ireland and other peripheral countries of the area could
further undermine confidence on the future economic environment, inevitably delaying the recovery in
private demand.

=  European countries’ public debt-cutting measures are likely to slow future economic growth, especially
as they are being enacted at the same time.
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4. JAPAN
4.1 GROWTH

The Cabinet Office revised the preliminary Q310 GDP
to 4.5% QoQ annualised (was 3.9%). The major reason Fig.14 Japan GDP

for the upward revision has been the stronger numbers Source: Pioneer Investments, Source: Cabinet Office. As of Q310.

of non-residential investments and of the inventories’
GDP

change contribution. The major difference between the forecasts
release and our original expectations has been the 607 AA—'
stronger rate of growth of consumption expenditure at 40 v
4.8% QoQ annualised. (Pioneer Investments negative by 2.0 /-/\[\\ jM\ /\_//\\\/J\‘ /\‘\ " \\/
0.7%), mainly due to an advance of household 0.0 A
expenditure anticipating the expiration of some 2.0 V/ \ I
incentives. On the basis of the final estimate of Q310 and a0 \ I
because of the increase of the most recent history of oo \ I
GDP growth rate, we have increased our GDP growth ' \ /
expectations for 2010 to 4.4% YoY (from 3.7%) with a 80 v

-10.0 -

blip in the last quarter of the year. In 2011 we expect
growth to be in a range of 1.4%-1.6% as some upside
might come from increased global demand and increase
in exports.

Q195 Q396 Q198 Q399 Q101 Q302 Q104 Q305 Q107 Q308 Q110 Q311
% QoQ —0% YoY

4.1.a Consumption Expenditure
Consumption expenditure in the third quarter of 2010 Fig.15 Japan Consumption Expenditure

expanded 4.9% QoQ annualised, boosted by fiscal Source: Cabinet Office. As of Q310.
incentives on some items. With the final estimate, Households Consumption Expenditure
household demand’s recent trend has been further lifted, 401 forecasts

as compensation per employee has improved overall in

the last three quarters. The general conditions of the 201
labour market (the unemployment rate is expected to /\/\/\/\ \V
decline very slowly) is, however, unlikely to support a 00 VA\[ \f L\ J

sharp increase on household expenditure going forward,
without further public intervention. In addition, the

deflationary environment could continue to undermine * V \ /

household demand, already structurally weak due to an ol

aging and declining POPUIatiOH- Q195 Q396 Q198 Q399 Q101 Q302 Q104 Q305 Q107 Q308 Q110 Q311

% QoQ —%YoY

November Household Spending rose 1.0% MoM but Fig.16 Japan Household Spending & Disposable Income

was 0.4% lower YoY, staying YoY at a subdued level,as ~ Source: MIAC. As of November 2010.

employment prospects remain uncertain at present. Real Household Spending & Workers Disposable Income (% o)

income was 0.3% lower YoY in November (+0.3% 100

prior), limiting the damage thanks to the deflationary I l A

environment, as workers cash earnings were 0.2% lower 50 |

YoY (+0.5% prior), as higher overtime payments were M MA A I‘/\ « I\

more than offset by | b i ot A ULt P
y lower bonus payments, while regular Wil v 1 v I V, I A ‘

wages were basically flat. The overall long-term scenario V V \]\ ) \j V\r/ / \/ \M UWVV

for consumer spending in Japan remains weak, as the 50 vv y :

population ages, unemployment remains high by

Japanese standards and wages stagnate at best. 100

Jan-01 Jan-02 Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10

~—Real Disposable Income Household Spending
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4.1.b Fixed Investments

Fixed investments seem to have peaked in the first half
of 2010, given the brilliant performance of corporate
profits. In future, they will keep growing at a slow pace as
industrial production is showing some softening since the
third quarter of 2010 and the strength of the yen is
curbing the export dynamics. Profit margins are
expected to remain robust in the short term, due to
negative growth of Unit Labour Costs. Some downside
risk is perceived, thanks to the increasing level of oil and
commodities prices and considering the troubles of small
and medium corporations to pass on higher prices.

The Q4 Tankan Large Manufacturers Survey eased to +5
from +8 (+3 exp.), interrupting a cycle of six consecutive
increases that came after falling for six consecutive
quarters (it had set a record low of -58 in Q109) as export
demand weakened due to the strong yen on FX markets
and the positive effects of worldwide government
stimulus began to fade. The Large Manufacturers
Outlook declined to -2 from -1, and the Non-
Manufacturing Index eased to +1 from +2, with the
Outlook component rising to -1 from -2.

The survey showed that big companies expect rising sales
to drive profits 57.8% higher in this fiscal year, while large
manufacturers reported unchanged levels of excess
production capacity and workers, both at relatively low
levels.

Executives also indicated their intention to increase
capital spending by 2.9% this fiscal year (+2.4% Q3), the
third consecutive increase after three years in negative
territory.

4.2 INFLATION

Due to the wide output gap in the economy and the
sluggish figures in Unit Labour Cost, the inflation rate
is expected to remain very modest in 2011 as well.
November headline CPI has returned to positive
territory (+0.1% YoY) thanks to higher energy prices but
core inflation is still negative (-0.9% YoY): deflation has
not been fully defeated yet, and remains a threat to the
Japanese economy. The near deflationary environment
is expected to persist for most of 2011 (+0.1% YoY, the
expectation for core CPI), but the strong efforts by the
Bank of Japan (BOJ) to contrast deflation through
monetary easing since the autumn must be noted.

For Broker/Dealer Use Only and Not to be Distributed to the Public.

Fig. 17 Japan Fixed Investments
Source: Cabinet Office. As of Q310.
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4.3 MONETARY POLICY

The BOJ maintained official interest rates unchanged since unexpectedly reducing rates to 0.10% (from 0.30%) in
December 2008 in a bid to help sustain economic growth, responding to negative inflation and to the weakness of the
global economy. It once again surprised financial markets, however, at the beginning of October 2010 by de facto
reintroducing its historical ZIRP policy by further lowering interest rates to a 0% to 0.10% corridor and announcing
that it will maintain interest rates “virtually at zero” until deflation has been defeated.

It also set up a new 5 trillion yen fund that will be used to purchase short maturity government bonds and other
financial securities (these purchases will be excluded from the rule that the bonds held by the BOJ must be less than the
currency in circulation, and will come on top of the “normal” monthly purchase of 1.8 trillion yen that the BOJ has been
carrying out for some time now and that it plans to continue going forward); the BOJ plans to use these funds to buy 3.5
trillion yen in government debt, 500 billion yen each of corporate bonds and of commercial paper, 450 billion yen in
exchange-traded funds and 50 billion yen for real-estate investment trusts, over a year.

This new fund is in addition to the one announced last June, when the BOJ unveiled details of a 3 trillion yen
programme to encourage lending to companies in sectors that can boost economic growth.

The BOJ is unlikely to be in a position to increase interest rates until the economy overcomes the current difficult phase
and CPI returns to a positive rate of growth in a sustained manner (National CPI was negative YoY from February 2009
to September 2010, October 2010 was +0.2% YoY, but the BOJ considers a 1% price increase as representing price
stability). It is currently increasing liquidity provision to financial markets and may further expand its programmes in the
future, if it is deemed to be appropriate.

The policy board’s next ‘interest rate setting’ meeting is on 25 January and no further action on interest rates is
expected.

4.4 TRIGGERS /RISKS

Triggers
= A change in the economic policy mix by the new government (fiscal stimulus packages and further
“unconventional” monetary policies) could improve consumer and business confidence.
= Further strong demand by Asia for Japanese exports (more than 50% of Japan’s export destination) could
lead to a higher level of GDP growth than previously envisaged.
= Further fiscal incentives could boost private demand.
Risks

= The return to a deflationary environment could further curb households’ expenditure.

= Further yen strength (below 80 versus. USD) could further curb exports of goods and services, offsetting
the benefits coming from the gradual revaluation of the yuan.

=  Fiscal rectitude could potentially be very damaging if enacted before the economy has recovered
sufficiently.

=  Political disruption:
- corporate tax cut debate, elimination of special tax breaks, ... in Q1
- possible realignment of political parties on the budget implementation laws, fiscal, monetary and
structural policy in Q2
- BOJ appointments in March and June: replacements might trigger changes in BOJ laws (including
inflation targeting).
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5. EMERGING AREA
5.1 ECONOMIC TOPIC

The emerging economies in 2010 have surprised on the upside, recording a strong
- economic recovery, led by Asian countries. After this vigorous growth, the latest
Consolldatmg available data suggests that their economies may be moving to a less impressive,
but still very positive, trend. Growth is expected to continue in the coming
quarters, albeit at a slower pace in response to a policy-induced cooling in Asia
and LATAM, while there has been an increase in headline inflation (China +5.1%
YoY in November versus. +1.5% in January, Brazil + 10.3% YoY versus. -0.7% in
January), in part due to weather extremes (drought in Russia and floods in
Pakistan in the summer, floods in Australia, now a key coal and wheat supplier).

Economic Growth is

In Asia, China’s economy expanded by about 10% YoY in Q4 (+10.6% in the
prior quarter) as the government appears to be succeeding in restraining the credit
expansion, investment spending and the property price bubble. Other data
released confirmed this modest slowdown: industrial production rose 13.3% YoY
in November, down from levels of around 18% at the beginning of the year; retail
sales increased 18.7% YoY, in line with the previous months; urban fixed asset
investment was up 24.9% in November, still very strong but slightly down from a
25.5% gain in the first half of the year. The government has set an annual
economic growth target of around 8% for 2010. A moderation in China’s growth
will spread elsewhere in Asia. Exports from the rest of Asian emerging countries
to China have decelerated somewhat as a result.

In Latin America, Brazil’s economy, which created nearly 1.5 million new
payrolls in the first half of 2010, a single-semester record now seems to be
entering a more tempered phase. In November, industrial production rose 5.3%
YoY (+5.3% prior), much lower than the near 20% growth rates earlier in the year,
while retail sales rose by 1.1% MoM (+0.3% prior, +9.9% YoY). In Mexico,
November’s data confirmed the continued strength of manufacturing output:
industrial output rose 5.3% YoY.

In the EMEA region a strong positive base effect has ensured an improvement in
economic data in 2010. However, the region continued to be the slowest to
recover. Vulnerabilities persist, especially in banks’ NPL. Furthermore, this past
summer was the hottest on record in Russia. The drought resulted in about a 30%
loss in the year’s grain harvest, or about 1% of annual Russia GDP. On the
contrary, we expect a recovery in those countries that have marked export links
with German industry, which is growing at a positive pace.
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China: The People’s Bank of China (PBOC) on 20 October raised interest rates for the first time since

Monetary December 2008; one-year loan and deposit rates were both raised by 25bps to 5.56% and 2.50%
. respectively; a further 25 bps rate increase was enacted on 10 December, taking one-year loans to 5.81%
Policy and deposit rates to 2.75%. Inflation rose in November to 5.1% YoY, the fastest pace in over two years,

due to surging food prices. Required Reserve Ratios (RRR) were increased several times during the
course of the year, including four times in the last two months. More increases in interest rates and
RRR are expected going forward as wages increases and house prices remain elevated.

India: Official Interest Rates (the repurchase rate) were at a record low of 4.75% at the beginning of
2010, but have since been raised six times so far by 25 bps to the current 6.25% level. The reason for
this is to control growth (which has been above the government’s 8.5% growth target, at 8.9% YoY in
both Q2 and Q3 2010) and inflation (the aim is to reduce wholesale price inflation to 6% by 31 March
2011, they slowed to a nine-month low of 7.48% in November, helped by good monsoon rains that
lowered food prices).

Brazil: The Central Bank has an inflation target of 4.5% YoY and, due to higher food prices in
particular, inflation has been a bit above this target for most of 2010 (5.90% in December the latest
reading). Its reference SELIC Interest Rate has progressively been raised from the record low 8.75% rate
at the beginning of 2010 to the current 10.75% rate (last increase in July 2010) as the economy expanded
at a solid rate and some inflationary pressures have remained. The bank has declared that it is ready to
adjust its monetary policy if inflation does not slow in a timely manner, and is now expected to
increase interest rates soon.

Russia: Bank Rossii has left its main refinancing rate unchanged at 7.75% since 2008 to support
domestic demand, but at the end of 2010 it removed the pledge to maintain the policy “for the coming
months”. A 25 bps rate increase to 8% is expected by the end of March 2011. Consumer prices rose
8.8% YoY in December, higher for the fifth consecutive month after a long decline from a 15.1% high in
May 2008.

Extreme weather conditions in Central Asia and in Russia in particular, disrupted wheat crops over the

Risks: Rising summer, and now severe flooding in Australia has severely hampered exports of coking coal. Higher

] grain prices are having a negative impact on inflation through food prices. The rise in wheat prices will
Prices also boost the cost of other foodstuffs (flour, bread and biscuits) and increase the price of both
Pressure alternative products (rice, corn or soybeans) and that of livestock (meat and poultry) via the increasing

feed costs. Food prices have a strong weight in the Emerging Markets’ CPI baskets, ranging from 20% to
30% on average, and often beyond that (i.e. 50% in the Philippines’ CPI basket). If food price pressures
do not diminish in the future, the inflation outlook in emerging markets may worsen in the coming
months.

5.2 TRIGGERS /RISKS
Triggers

=  Stronger-than-expected domestic demand.

Risks

= The inflation outlook has worsened, especially in Asia and Latin America, due to a strong economic
recovery and rising commodity prices.

=  The crisis in peripheral euro-zone government debt could once again damage emerging markets,
raising risk aversion and capital outflows.

= FXtensions.

= Too aggressive policy actions might hit global demand. Policy mistakes.
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APPENDIX
FORECASTS

us

us 2010E 2011E 2009 2010 E 2011 E
MACROECONOMIC FORECASTS [0k} Q4 Q1 Q2 [0k} Q4E Q1E Q2E Q3E Q4E
GDP & COMPONENTS % QoQ Annualized % QoQ Annualized % QoQ Annualized
GDP 2.7 1.9 0.0 -2.6 2.8 2.4 1.6 5.0 3.7 1.7 2.6 2.3 2.5 2.3 2.7 2.4
Personal Consumption Expenditures 2.9 2.4 -0.3  -1.2 1.6 2.1 2.0 0.8 1.9 2.2 2.4 2.3 1.9 2.1 1.8 1.9
Government Consumption Expenditures 1.4 1.4 2.8 1.6 1.2 1.6 1.6 -1.6 -1.6 3.9 3.9 0.8 1.2 1.2 1.2 1.2
Fixed Investment 2.4 -1.7 -6.4  -18.2 4.0 6.5 0.8 -1.2 3.3 18.9 1.4 8.2 7.2 4.8 4.8 4.7
Nonresidential 7.9 6.7 0.4 -17.0 59 8.4 -1.7 -1.6 7.8 17.2 10.0 10.0 | 8.6 5.6 5.3 5.0
Residential -7.2 -18.7 -24.0 -22.4 -3.0 -1.3 10.6 -0.8 -12.3 25.6 -27.3 0.8 1.3 1.3 2.3 3.5
Total Internal Demand
Total Consumption + Fixed Investment+Inventories| 2.6 1.3 -1.2 -3.8 3.4 2.6 2.8 2.8 3.9 5.2 4.1 2.4 2.2 2.1 2.0 2.0
Final Internal Demand
Total Consumption + Fixed Investment| 2.5 1.6 -0.7 -3.2 1.8 2.5 1.6 0.4 1.4 4.5 2.4 2.8 2.4 2.3 2.0 2.0
Exports 9.0 9.3 6.2 -9.4 11.7 6.9 12.2 24.4 11.4 9.1 6.7 7.3 8.0 5.8 6.4 4.4
Imports 6.1 2.7 -2.6 -13.7 141 7.5 21.9 4.9 11.2 33.5 16.8 7.1 5.1 3.7 0.5 1.0
GDP CONTRIBUTIONS
Net trade 0.0 0.6 1.1 1.1 -0.7 -0.3 = = = = = = = = =
Inventories changes 0.1 -0.2 -0.5 -0.6 1.5 0.1 - - - - - - - - -
ECONOMIC TREND % YoY % YoY % YoY
Industrial Production 2.2 2.7 -3.3 -9.2 5.5 2.3 -8.6 -3.8 2.7 7.4 6.8 5.3 4.0 2.5 1.3 1.3
Corporate Profits (with IVA and CCAdj) 10.6 -6.0 -16.5 2.5 29.6 5.5 -3.9 42.5 37.6 37.0 26.4 17.2 8.5 5.9 5.1 2.6
Hourly Compensations 3.8 4.0 3.3 1.9 2.0 2.0 2.4 2.5 3.2 1.7 1.4 1.5 1.8 1.6 2.0 2.5
Unit Labour Cost 2.8 2.4 2.2 -1.6 -1.5 1.1 -2.2 -3.5 -2.9 -1.9 -1.1 0.0 1.3 0.4 1.0 1.7
Productivity (H Compensation - ULC) 0.9 1.6 1.1 3.4 3.4 0.9 - - - - - - - - - -
Import Prices Index 4.9 4.2 11.7  -11.0 6.8 3.1 -15.5 1.8 11.3 7.9 4.1 3.8 3.2 3.0 4.4 1.9
Disposable Income 4.0 2.3 1.7 0.6 1.4 1.8 1.1 0.4 0.7 0.6 1.9 2.5 2.6 1.7 1.6 1.1
Producer Prices Index 2.9 3.9 6.4 -2.5 4.2 3.1 -5.2 1.5 5.1 4.3 3.7 3.8 2.8 3.5 3.7 2.3
Consumer Prices Index 3.2 2.9 3.8 -0.3 1.6 2.1 -1.6 1.5 2.4 1.8 1.2 1.2 1.4 2.2 2.4 2.4
Export Prices Index 3.5 4.9 6.0 -4.6 4.8 4.2 -6.7 0.0 4.0 5.0 4.3 6.1 5.4 4.5 4.8 2.0
Capacity Utilization 80.7 81.3 77.9 70.0 74.1 75.5 69.9 711 72.5 73.9 75.0 75.1 75.2 75.3 75.6 75.9
Unemployment Rate 4.6 4.6 5.8 9.3 9.7 9.2 9.6 10.0 9.7 9.7 9.6 9.7 9.4 9.2 9.1 8.9
MZM Monetary Index 4.3 9.0 14.1 9.6 0.0 2.9 9.3 6.6 0.9 -1.7 -0.7 1.5 2.8 4.2 3.2 1.4

Update as of 7th of January; for time series with higher frequency (monthly or daily) than quarterly, we consider the quarterly average; in grey AAR elaborations;
in Italic exogenous variables; GDP components on quarterly frequency are %Q/Q annualized rates; all other figures, if not otherwise specified, are %Y/Y.

Source: Pioneer Investments, BEA, BLS and S. Louis Federal Reserve. As of Q310.
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Source: Pioneer Investments, BEA, BLS and S. Louis Federal Reserve. As of Q310.
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EMU 2009 2010E 2011E 2009 2010E 2011 E
MACROECONOMIC FORECASTS Q3 Q4 Q2 Q3 Q4E QE Q3E
GDP & COMPONENTS YoY (% change) YoY (% change) YoY (% change)
GDP 31 2.8 0.3 -4.0 1.7 1.6 -4.0 -2.0 0.8 2.0 1.9 21 2.0 1.5 1.4 1.4
Personal Consumption Expenditure 2.2 1.7 0.4 -1.0 0.8 1.0 -1.2 -0.4 0.4 0.6 1.0 1.0 0.9 0.8 1.1 1.1
Government Consumption Expenditure 2.1 2.0 2.3 2.4 0.7 0.8 2.6 1.7 1.1 0.6 0.4 0.7 0.9 1.0 0.7 0.7
Fixed Investments 5.7 4.6 -1.0 -11.3  -0.8 3.3 |-120 -9.6 | -5.0 -0.8 0.2 2.2 3.5 2.3 3.5 3.8
Total Internal Demand 3.0 2.5 0.3 -3.4 1.8 1.3 -3.3 -2.8 0.5 2.1 1.9 2.6 1.8 1.1 1.3 0.9

Total C ion + Fixed ies|

Final Internal Demand 2.9 2.4 0.5 -2.6 0.4 1.4 -2.8 -1.9 -0.5 0.3 0.7 1.2 1.4 1.1 1.5 1.5
Total Consumption + Fixed

Exports 8.8 6.3 0.8 -13.0 10.0 7.8 -13.7  -5.3 5.7 11.7 11.3  11.3 | 10.6 7.6 6.8 6.3

Imports 8.7 5.8 0.6 -11.7  10.4 7.2 -12.3 -7.1 4.8 12.4 117 129 | 10.1 6.8 6.6 5.2

GDP CONTRIBUTIONS

Net trade 2.9 0.3 0.1 -0.8  -0.1 0.3 - = - - - = - -

Inventories changes 0.1 0.2 -0.2 -0.8 1.3 -0.1 - - - - - - - - - -
Industrial Production 4.3 3.7 -1.7 147 7.0 3.3 -14.7  -7.2 4.6 9.0 71 7.2 5.4 3.3 2.3 1.9
Hourly Compensations 2.4 2.5 3.1 1.6 1.6 1.9 1.6 1.4 1.5 1.9 1.5 1.6 1.7 1.8 1.9 2.1
Unit Labour Cost 0.9 1.5 3.6 3.9 -0.6 0.1 3.5 1.4 -0.5 -0.6 -05 -0.6 | -0.5 -0.2 0.3 0.7
Producer Prices Index 5.1 2.7 6.1 -5.1 2.9 4.4 -7.9 -47 | -0.1 3.0 4.0 4.6 4.8 4.3 4.6 4.0
Consumer Prices Index 2.2 21 3.3 0.3 1.6 1.9 -0.4 0.4 1.1 1.5 1.7 2.0 2.2 1.7 21 1.7
Unemployment Rate 8.4 7.5 7.6 9.5 10.0 9.7 9.7 9.9 9.9 10.0 10.0 10.0 9.9 9.7 9.6 9.6
M3 8.5 11.2 9.5 3.0 0.5 2.3 2.4 -0.1 -0.2 0.0 0.8 1.4 1.6 2.2 2.5 3.0

Update as of the 13th of January; for time series with higher frequency (monthly or daily) than quarterly, we consider the quarterly average; in grey AAR elaborations;
in Italic exogenous variables; all figures, if not otherwise specified, are %Y/Y.

Source: Pioneer Investments, ECB, Eurostat. As of Q310.
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JAPAN

JAPAN 2009 2010E 2011E
MACROECONOMIC FORECASTS Q3
GDP & COMPONENTS

GDP 2.0 2.3 -1.2 -6.2 4.4 1.4 -1.2 5.7 6.8 3.0 4.5 -0.3 1.0 1.2 1.1 1.3
Personal Consumption Expenditure 1.5 1.6 -0.7 -1.9 2.3 0.9 0.9 2.4 2.4 1.2 4.8 -0.6 0.3 0.7 0.7 0.9
Government Consumption Expenditure -0.9 -0.2 -1.1 4.3 1.6 1.1 3.2 3.3 -1.6 1.1 -0.4 1.2 1.2 1.6 1.6 1.6
Residential Investments 0.6 -9.4 -7.3  -13.5 -6.7 2.2 |-29.0 -129 | 7.5 -3.1 5.0 1.2 2.4 3.1 2.4 1.4
Non Residential Investments 2.4 2.4 -1.6  -16.6 2.4 1.4 -8.3 6.3 3.5 11.1 5.3 0.6 -0.6 0.2 0.4 0.8
Total Internal Demand

Total Consumption + Fixed Investment: ies| 1.2 1.2 -1.4 -4.7 2.4 1.3 -4.3 -3.5 1.7 1.6 3.5 2.7 1.8 1.6 0.7 1.1
Final Internal Demand

Total C ion + Fixed 1.1 0.9 -1.2 -3.3 1.9 1.1 -3.2 -1.0 1.4 1.5 2.6 1.9 1.6 1.2 0.6 0.8

Exports 9.8 8.4 1.9 -23.4 25.8 6.0 43.2 21.1 32.0 24.6 10.2 0.4 7.4 4.3 2.6 4.7
Imports 4.3 1.6 0.4 -15.4  10.5 6.4 24.5 2.8 13.5 18.0 12.5 4.4 6.9 3.9 2.5 3.3
GDP CONTRIBUTIONS

Net trade 0.9 1.0 0.2 -2.3 2.1 0.3 - - - - - - - - - -

Inventories changes 0.1 0.4 -0.3 -1.0 0.3 0.1 - - - - - - - - - -
ECONOMIC TREND
Industrial Production 4.2 3.0 -3.3 -21.2 16.4 0.2 -20.5 -5.1 27.3 21.1 13.0 4.3 -1.1 -1.8 0.1 3.5
Corporate Profits 9.5 3.6 -27.3  -13.0 813 9.0 -32.4 102.2 | 163.8 83.4 54.1 23.7 31.6 0.4 5.0 -1.0
Hourly Compensations 2.2 0.0 -0.4 -2.0 3.0 1.6 -1.0 -1.3 1.5 3.5 3.3 3.6 2.1 1.6 1.2 1.3
Unit Labour Cost 0.0 -2.8 1.5 2.2 -3.3 -0.4 2.2 -2.3 -5.8 -1.8 -3.4 -2.2 -2.0 -1.1 0.4 1.3
Corporate Goods Prices Index 2.1 1.7 4.6 -5.2 -0.2 0.8 -8.2  -5.2 -1.7 0.2 -0.1 0.9 1.0 0.5 0.8 0.8
Consumer Prices Index 0.1 0.0 1.4 -1.3 -0.9 0.1 23 -18 | -2 -2 -1.0 -04 | -0.2 0.0 0.4 0.4
Unemployment Rate 4.1 3.9 4.0 5.1 5.1 4.9 5.4 5.2 4.9 5.2 5.1 5.0 5.0 4.9 4.9 4.9
M2+CD 1.0 1.6 2.1 2.7 2.7 2.0 2.8 3.3 2.8 3.0 2.8 2.4 2.3 1.4 1.8 2.3

Update as of 15th of December; for time series with higher frequency (monthly or daily) than quarterly, we consider the quarterly average; in grey AAR elaborations; in Italic
exogenous variables; GDP components on quarterly frequency are %Q/Q annualized rates; all other figures, if not otherwise specified, are %Y/Y.

Source: Pioneer Investments, METI, Bank of Japan and Ministry of Internal Affairs & Communications. As of Q310.
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Important Information

Unless otherwise stated all information and all views contained in this document are from Pioneer Investments and are as at 20 January 2011.

Views expressed are subject to change at any time based on market and other conditions and there can be no assurances that countries, markets or sectors will perform as
expected.

This information is not for distribution and does not constitute an offer to sell or the solicitation of any offer to buy any securities or services in the United States or in any of its
territories or possessions subject to its jurisdiction to or for the benefit of any United States person (being residents and citizens of the United States or partnerships or
corporations organized under United States laws).

Pioneer Funds Distributor, Inc., 60 State Street, Boston, MA 02109 (“PFD"), a U.S.-registered broker-dealer, provides marketing services in connection with the distribution
of Pioneer Investments’ products. PFD markets these products to financial intermediaries, both within and outside of the U.S. (in jurisdictions where permitted to do so) for
sale to clients who are not United States persons.

For Broker/Dealer Use Only and Not to Be Distributed to the Public.

Pioneer Investments is a trading name of the Pioneer Global Asset Management S.p.A. group of companies.

Date of First Use: 02 February 2011
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