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“Emerging Asia markets are
transforming rapidly. With
higher economic growth and
strong earnings outlook,
emerging Asia provides
potentially higher and undiluted
returns with relatively higher
risk than developed markets.”
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A PERSONAL PERSPECTIVE FROM FIDELITY

FIDELITY

THE FUTURE GROWTH MARKETS OF THE WORLD

INVESTMENT FUNDS EMERGING ASIA FUND

Fidelity Funds Emerging Asia Fund is a new, unconstrained Asia Pacific ex Japan equity fund.
In addition to the emerging markets of the Asia Pacific region, portfolio manager Teera
Changponsang will have the flexibility to invest in Asia’s ‘frontier markets’, such as
Bangladesh, Sri Lanka, Vietham and Cambodia. Here, Teera sets out what makes this a unique
product offering and discusses the fundamentals which he believes will support along-term
growth story. He gives further insight into the themes that he will look to generate returns and
how he will incorporate them in the new fund.

WHAT MAKES THIS FUND DIFFERENT FROM OTHER EMERGING ASIA FUNDS?

This is an innovative product that aims to access the opportunities arising from the growth in Asia’s
emerging markets. As Asia continues to develop it opens up increasing diversity within the region; we
now see distinct differences between the developed countries and the emerging and frontier markets:
strong growth rates, young and growing populations and huge growth potential.

The fund excludes the developed markets, for example, avoiding Taiwan and South Korea which are
developed in every sense except their benchmark definition but remain in the broad MSCI Emerging
Asia index. To keep the fund truly emerging, we only look at developing and emerging frontier markets
and have devised a composite benchmark (in conjunction with MSCI) to reflect this. The fund will focus
on the emerging countries of China, India, Malaysia, Indonesia, Thailand and the Philippines and the
‘frontier’ markets of Pakistan, Vietham, Bangladesh and Sri Lanka. It is likely that Vietnam,
Bangladesh, Sri Lanka, and Cambodia will be part of the MSCI Emerging Asia Index in three to five
years.

Collectively, these countries contain the largest population in the world and have the world’s strongest
GDP growth rates’. The emerging Asia economies are the future growth markets of the world.

WHAT ARE THE ATTRACTIVE FUNDAMENTALS SUPPORTING EMERGING ASIA?

Emerging Asian economic growth (as measured by gross domestic product, GDP) is forecast to be
more than 8% over the next two years which is the strongest in the world and more than double the

rate of global GDP growth®. Though the increasing threat of recession in the US has clouded the
growth outlook for the Asia Pacific region this year, China is still expected to achieve double-digit GDP
growth in 2008, while India is forecast above 7%,

Favourable demographics are another of the opportunities presented by emerging and frontier markets
in Asia. In Pakistan, Bangladesh, the Philippines, Malaysia and India, have more than 50% of their
populations aged below the age of 25. There are 1.5 billion people in Emerging Asia that are young
and aged below 25. This is an important statistic because the majority population in these markets will
becon;\e their labour force in the coming years and will be the ones supporting consumer growth in the
future®.

The robust GDP growth is feeding through at the corporate level. Emerging Asia earnings growth is
stronger than in the more developed parts of Asia. Earnings per share (EPS) in China, India, and
Vietnam are forecast to grow at more than 20% in 2008 according to research done by JP Morgan®. It
is the strength of corporate earnings that has underpinned the attractive returns investors have enjoyed
in the last five years.

Looking at the composition of performance across the region reveals that it is not just China that has been
delivering robust returns. There have been very strong performances in Indonesia, Pakistan, India, the
Philippines and Vietnam. Although China gets a lot of focus, there are certainly other Asia markets that are
performing very strongly.

At a portfolio level, the region provides diversification benefits through low correlation to the Western
developed world and low inter-regional correlation. This is a truly exciting opportunity to access the
potential for undiluted alpha and risk adjusted returns.

WHAT ARE THE KEY INVESTMENT THEMES?

The fund will be looking for stocks that fit four investment themes: domestic consumption, exposure to
China and India growth, infrastructure spending, and new frontier markets.
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KEY INVESTMENT THEMES

e STRONG DOMESTIC
CONSUMPTION

e EXPOSURE TO CHINA AND
INDIA GROWTH

e INCREASED INFRASTRUCTURE
SPENDING

e NEW FRONTIER MARKETS
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STRONG DOMESTIC CONSUMPTION

With growing labor force and strong economy, consumption is one of key growth driver of emerging
asset economy. In Pakistan, Bangladesh, the Philippines, Sri Lanka, Vietham, and Indonesia, more
than 60% of GDP is driven by domestic consumption and this is a trend that is expected to continue®.
An example of sectors that will benefit from strong domestic consumption is the mobile phone market,
which is one of the major consumer products and a necessity for people nowadays. The mobile phone
business in emerging and frontier Asian markets presents a huge opportunity with very low mobile
penetration when compared to developed countries. Based on research done by Morgan Stanley, there
are around 1.1 billion mobile phone subscribers in emerging and frontier markets in Asia, a figure
expected to double in five years. In addition, 6 in every 10 new subscriptions worldwide come from
emerging Asia’. The emerging Asia region has a big consumer market and the number of new
consumers will continue to grow over the next decade as urbanisation and infrastructure developments
increase productivity and wage generation.

An example of a stock that fits the domestic consumption theme is Parkson Holdings, a Malaysian-
listed company that operates 41 stores in China, 30 stores in Malaysia and 3 stores in Vietnam.
Department store growth in the region is expected to stay strong. The group is on track to achieve its
expansion strategy this year — having added two retail stores in China and one each in Malaysia and
Vietnam. Same store sales growth in China was at 18% in 2007’. | like this company because it has
been a first mover in China and Vietnam; it generates huge cash flow and has a management team
with a good track record’.

EXPOSURE TO CHINA AND INDIA GROWTH

The upsurge in economic activity in Asia’s developing countries has been a key driver to increasing
demand for energy and related natural resources. China and India are major customers of key
commodities such as thermal coal and finished steel. The fund will look to invest in those companies
that can benefit from the ongoing industrial development of emerging Asia.

Bumi Resources, the largest thermal coal producer in Indonesia is a good example of a regional
company that can leverage the China and India growth story. Against the background of rapid
economic growth in China and India, the demand for thermal coal has risen sharply in recent years.
China has long been a huge supplier of coal to itself and the rest of the world. Given the strong internal
demand on coal, China cut down on exports and has further exacerbated the global supply/demand
imbalance. The size of the export cut in China is insignificant to the overall 2.6 billion tones Chinese
coal market but is very significant to the 625 million tones international seaborne coal trade®. This has
led to a stronger price increase in thermal coal in the international market than the domestic price
increase in China. As a result, buying Bumi Resources has a better leverage to China and India growth
story as reflected in Bumi's significant outperformance to Chinese coal miner Yanzhou Coal.

INCREASED INFRASTRUCTURE SPENDING

The region’s economic development and growth has seen urbanisation at an unprecedented rate. This
has placed huge demands on infrastructure and to an increasing demand for housing, transportation,
communications and other services. In Asia’s emerging markets, the public sector can tap large current
account surpluses; China will double its infrastructure spending to $710 billion in the five years leading
up to 2010 and India will triple its spending in the next five years®. An example of a stock that fits the
infrastructure spending theme is Larsen & Toubro, the largest engineering and Construction Company
in India. It's a play on infrastructure construction and industrial capital expenditure on resources such
as oil and gas and metals. The company holds pricing power as it is the only one that is able to accept
very large-scale projects. The company is also benefiting from strong infrastructure and industrial
capex growth in India, plus it is also expanding into new areas such as defence and power for future
growth.

NEW FRONTIER MARKETS

The fund is unique in that in addition to investing in China, India and the ASEAN countries (ex
Singapore); the fund has the flexibility to invest in the frontier markets of Bangladesh, Vietham, Sri
Lanka and Cambodia. Investment in these markets will either be directly through local exchanges or
through companies listed on the region’s more established markets such as Malaysia. These markets
represent the future of growth and offer the prospects for higher returns for investors.

Vietnam is one of the fastest growing economies in Asia over the past ten years. The country’s long
term rate of growth is likely to be sustainable, partly because of strong inflow of foreign direct
investment after the joining of the WTO, and also because of the young and expanding population,
which will drive domestic consumption growth in the country. Direct exposure to Vietnam companies
through the local exchange is currently unattractive as valuations have been high. For the time being, it
is preferable to invest in companies - such as Parkson Holdings - elsewhere in the region that have
economic exposure to Vietnam.

Pakistan is a more established frontier market with a greater choice of listed companies in which to
invest. The country has strong GDP growth of 5-6% (forecast estimates for 2008 and 2009'°) which is
driven by strong consumption and increasing foreign investment; benign demographics - 40% of the
total population are below the age of 14 and the sixth largest population in the world. Pakistan has
attractive valuations at 10-11 times PE, discounted more than other Asian markets™'.

Stock example in the new frontier markets is MCB Bank, one of the largest banks in Pakistan. | like the
bank because it is the most profitable bank in Pakistan with 33% ROE estimate in 2008 and Pakistan
has very low banking penetration versus the other Asian countries or developed countries. The bank
will directly benefit from the strong economic growth in Pakistan.
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INVESTMENT STYLE

e BOTTOM-UP, STOCK BY STOCK

e NO STYLE, INDUSTRY OR CAP
BIAS

e 80TO 120 STOCKS

e MAXIMISE FIDELITY'S BREADTH
AND DEPTH OF FUNDAMENTAL
RESEARCH

e MANAGED RISK

! Source: Morgan Stanley Research, YOY% growth as
of 26 October 2007

Source: Asia Pacific Consensus Forecasts, Consensus
Economics, Feb 2008

3
Source: U.S. Census Bureau, Internet Database,
December 2007

4
Source: JP Morgan, February 2008
5
Source: Morgan Stanley, data for calendar year 2006

6 ] " .
Source: Merrill Lynch Global Wireless Matrix - Q2-

This document is for investment professionals only and should not be distributed to private investors.

A PERSON A PERSP RO D
DESCRIBE YOUR INVESTMENT STYLE?

First and foremost, | take a fundamental, bottom-up approach to stock selection, constructing the
portfolio on a stock by stock basis. | do not manage the portfolio on any predetermined style, industry
or market cap bias. | run an actively managed portfolio of typically 80 to 120 best ideas. From an
investment universe of around 17,000 stocks in emerging and frontier markets in Asia, the fund will
focus on approximately 980 stocks that have a market capitalisation of at least $500 million. The fund
will use a customised MSCI Emerging Asia Composite Index, with a weighting of 33% China, 33%
India & Pakistan, 33% ASEAN ex Singapore. | am looking to buy good businesses at reasonable
prices.

Idea generation is bottom up. The emphasis is very much on proprietary fundamental research. | am
supported by 102 equity investment professionals based across the Asia Pacific ex Japan region; 25
analysts whom are dedicated to emerging Asia. In addition, | make use of Fidelity’s extensive global
network of more than 495 research professionals*. The research process is further augmented by
regular dialogue with other regional and country portfolio managers, qualitative and quantitative
screening and brokerage research. Company visits play a key part in the investment process to assess
profitability, attractiveness of a business, the track record and suitability of management structure and
the level of returns given to shareholders.

Managing risk is critical when investing for growth in regions such as emerging Asia. That is why
frequent company visit is an integral part of my risk control process. In addition to be physically in these
markets and talk to the local companies and government officials, | also turn to external consultants for
their research and findings on various types of risk such as political risk. Another important aspect in
risk management is a good understanding of local accounting policy and to be able to adjust profit
numbers based on international standard for true and fair comparison. Furthermore, | also visit and
crosscheck with global multinational companies in local markets to understand industry dynamic.

*These figures reflect the resources of FIL Limited and its subsidiaries, and FMR LLC an affiliate and its subsidiaries. Source: FIL and
FMR LLC. As at 31.03.08. Data is unaudited. Research professionals include associates, analysts, country and sector managers who
retain research responsibility and technical & quantitative analysts who are part of the research groups.

WHAT IS YOUR OUTLOOK?
The outlook for Asia is positive as the region continues to experience healthy growth. In particular,

emerging Asian markets are transforming rapidly. With higher economic growth and strong earnings
outlook, emerging Asia provides potentially higher and undiluted returns.
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