Emerging Markets: y

Driver Of Global Growth FORSTRONG
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Forstrong Emerging Markets
Equity ETF (FEME)

This fund aims to achieve long-term capital growth by primarily investing, directly or indirectly, in a
diversified mix of emerging markets securities.
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Why You Can’t Ignore Emerging Markets

80% 85%

or more than 160 of the world’s population or
countries are classified 6 billion people livein an
as “emerging”. emerging market country.

Emerging
Markets Myths

Myth #1: Emerging Markets are Risky

. ore . . Annualized Three Year Rolling Standard Deviation
Emerging Market volatility similar

to North America

Historically, emerging market equities 25%
have exhibited higher volatility 20% N
(measured as 3-year annualized 15%
standard deviation of returns) than 10%

U.S. or Canadian equities. However,
what we have noticed over the last
couple of years is that overall volatility
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has been more like the S&P 500 and
S&P/TSX Indices. MSCI EM — S&P 500 — S&P/TSX

Source: Bloomberg, Manulife Investment Management, Capital Markets Strategy. As of March 31,2023

Myth #2: Emerging Markets are Homogeneous

EM Top Performer

/

Emerging market country dispersion is
far greater than developed markets.

90%

EM Worst Performer Average difference between the top
/ performing and worst performing EM
nation in the last 20 years.

Sources: MSCI, Forstrong

Myth #3: Emerging Markets Are Just Commodities

EM are More Diverse Than Ever

MSCI Emerging Markets Index Sector Composition

o 1l
2.57% - Utilities 1.77% - Real Estate

3.78% - Health Care

21.60% - Financials

5.06% - Energy

6.32% - Consumer Staples

6.37% - Industrials

8.32% - Materials

20.27% - Information Technology

9.85% - Communication Services

14.19% - Consumer Discretionary

As of July 31,2023

Sources: Macrobond, MSCI, Forstrong Global Asset Management

Myth #4: Multinational Corporations Provide Adequate EM Exposures

Share of global GDP
derived from EM

Multinationals derive
very little revenue

Share of mulinational from EM markets.

company revenue
derived from EM

*Source: McKinsey & Company

Myth #5: Passive EM Strategies Offer Highest Growth Potential

i Represents 70% of MSCI EM Index

Passive approach to EM
rewards yesteryear’s winners

70% of MSCI EM Index represented by
just 4 nations (China, Taiwan, India,
South Korea) out of more than 160
countries that are classified as
emerging, meaning the higher growth
potential nations are underrepresented.

Emerging nations underrepresented by the MSCI EM Index

Reasons to Invest
In Emerging Markets

Reason #2: Growing Consumer Class
Reason #1:

Better Demographics
Growing middle class and growing GDP favour EM countries

EM has significantly Middle Class Spending
younger populations

& -6.8%

forecast decline in working age
population among developed

market economies
(From 411 to 383 million by 2050)

forecast increase in working
age population among

Middle East / North Africa Sub-Saharan Africa

(From 1.8 to 4.0 billion by 2050)
@ Central/ South America @ North America / Europe

Source: World Bank

Source: OECD ASia PaCiﬁC

Reason #3: Higher Growth

EM GDPs will continue to grow faster than those in developed markets

Share of global GDP

*Source: Ashmore, IMF

Reason #4: Higher Yields
Reason #5:
Smart Money

EM dividend yields much higher than developed markets yields Diversification
US.A .
1.5% Yield Largest pools of assets with
S greatest resources have

significant EM allocations

Brazil

8.6% Yield

330/ Canada Pension
© Planbase

allocation to EM

Canada

3.3% Yield

Source: Canada Pension Plan

Source: MSCI (data as of August 31, 2023)

Forstrong Emerging Markets
Equity ETF (FEME)

This fund aims to achieve long-term capital growth by primarily
investing, directly or indirectly, in a diversified mix of emerging
markets securities.

Reasons to Consider FEME
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Higher Growth EM Expertise Active Management
Access higher growth Specialized Active country,
opportunities in the international expertise sector, and currency

developing world selection
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