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This document is strictly confidential and is intended solely for informational purposes for the person to whom or the entity to which it has been delivered by NWI Management LP.      It is not 
to be reproduced, referred to or transmitted in whole or part to third parties without the prior consent of NWI Management LP. This document does not constitute an offer to sell nor a 

solicitation of an offer to buy any securities. Any such offer or solicitation will be made only by means of a Confidential Offering Memorandum  that will be furnished to eligible prospective 
investors and in a manner in full compliance with all applicable regulatory requirements.  Information provided herein is believed to be reliable but NWI Management LP does not guarantee 

its accuracy or completeness. The indices listed have not been selected to represent benchmarks for the Funds, but rather allow for comparison of  a Fund’s performance to that of a widely 
recognized index.

Past performance results are not necessarily indicative of future results. 

Hari Hariharan, Chairman & CEO

Developed Markets (DM) vs. Emerging Markets (EM) 
Differentiation
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EM Sovereign Health 
 
 
 

2009 2010 2011
USA 86.44 97.5 95.7
Eurozone 79.5 84.6 90.9
UK 60.2 71.3 85

China 7.8 7.4 6.5
Brazil 12.3 9.2 8.8
India 19 16.2 14.9
Mexico 20.4 19.4 19.4
Russia 31.5 23.9 21.7
Indonesia 29.5 23.8 21.9
Korea 45.8 36.1 34.4
Turkey 45.2 39.8 40.6

2009 2010 2011
UK -12.3 -13.4 -11.6
USA -10 -10 -7.5
Eurozone -6.6 -7.1 -5.2

Korea -2.5 -1.9 -0.1
Indonesia -2 -1.6 -1.5
Mexico -2.1 -2.5 -1.5
Brazil -3.2 -1.8 -2.5
China -3 -2.8 -2.7
Russia -6.5 -4.2 -3.9
Turkey -6.5 -5 -4.2
India -10.3 -9 -8.5

Fiscal Deficit as % of GDP Hard-Currency Debt as % of GDP

 
 
 
 

Data source BBG;  HSBC
Analytics NWI Proprietary
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EM Growth: a World Apart

GS Consensus* GS Consensus*
USA 0.4 -2.4 2.6 3.1 2.4 3.0
Japan -1.2 -5.0 1.9 1.5 1.6 1.5
Euroland 0.5 -4.0 1.2 1.3 1.9 1.5
UK 0.5 -4.8 1.8 1.4 3.4 2.2
Europe 0.8 -3.8 1.4 1.4 2.3 1.8
China 9.6 8.7 11.4 9.8 10.0 9.1
India 6.7 6.6 8.2 8.0 8.7 7.9
Brazil 5.1 -0.2 5.8 5.4 5.0 4.5
Russia 5.6 -7.9 4.5 4.1 5.5 4.5
BRICs 7.9 5.1 9.3 8.3 8.7 7.9
Advanced 
Economies 0.5 -3.1 2.2 2.4 2.5 2.5

World 2.8 -0.7 4.5 4.2 4.7 4.3
* Consensus Econom ics February 2010

2010 2011
% yoy 2008 2009

Source: GS Global ECS Research
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Emerging Markets vs. Developed Markets
Regime Changes

DM Stable DM Stressed

EM Stressed 1990’s
EM riddled with crises

LEH failure

EM Stable 2000’s pre-LEH
EM outperforms DM

Post-LEH World
“Decoupling”

EM Sov’ CDS Spreads Recovered post-LEH
DM Keeps Widening

EM Trade-weighted FX Recovered post-LEH
DM Slightly Weaker

Data source BBG;
Analytics NWI Proprietary

Weaker Stronger

EMBI+

DM CDS 
Composite

EM

DM
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EM IP: a Green Light for Outperformance
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Shifting Correlations between IP: a New Stage of Decoupling?

1.0 means 
Perfectly 

Correlated

0.0 means No 
Correlation

Less than 0 
means negatively 

correlated

LEH Failure
DM & EM “re-coupled”

pre-LEH
DM & EM IP weakly 

correlated Post-LEH
“de-coupling” as EM 

recovers, DM stays weak
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DM Financial Health vs. EM Stress

 

Typical of 2000’s pre-LEH
DM Financial Health Good

EM Stress Low

LEH Failure
DM Financial Health Poor

EM Stressed

Post-LEH
DM Financial Health 

Worsening
EM Stabilizes

?
Largest Future risk for EM

If DM Financial Health 
continues to deteriorate, at 

what point would it once 
again contaminate EM?

?

Data source BBG;
Analytics NWI Proprietary

EM Stress 
High

EM Stress 
Low

Y-Axis is EM Stress 
measured by 

EMBI+ spread 
and 3-month 

FX vols

DM “Sick”DM 
Healthy

X-Axis is DM Financial Health measured by Sov’ CDS 
spreads, Bank CDS, and 3-month FX vol
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After the Crisis, Cumulative EM flows May Outpace DM

2000s pre-LEH investors 
started to favor EM

During LEH, investors 
fled both EM and DM

Post-LEH, investors 
returned to both EM & 

DM; EM flows 
accelerating
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Credible Countercyclical Monetary Policy
EM Policy Rates (Top of Chart) vs. U.S. (Bottom of Chart)

Now, these and other 
EMs follow counter-

cyclical policies

Previously, EMs like 
Turkey and Indonesia 

tightened during crises

Data source BBG;
Analytics NWI Proprietary
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EM Yields (Top of Chart) vs. DM (Bottom of Chart)

EMs like Brazil, Turkey, Russia, 
Indonesia yields stable post-LEH 

and attractive

LEH 
Failure

Data source BBG;
Analytics NWI Proprietary
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Post Crisis Realignment of Vols: a Brighter Future for EM?

Source: NWI Proprietary Analytics, Bloomberg

After the outsized movement in EM 
vol in the crisis, it has reverted to sub 
DM levels: a positive harbinger
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Generational Opportunities in EM FX and Credit

EM and DM Sov’ CDS Spreads 2006 - 2010

EM and DM Trade-weighted FX 1994 – 2010

Data source BBG;
Analytics NWI Proprietary

Stronger

Weaker

EMBI+

DM CDS Composite
EM

DM
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Equities Have Not Decoupled – No Alpha, All Beta?
SPX vs. MSCI EM 1996 - 2010 

Data source BBG;
Analytics NWI Proprietary

EM

DM
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Macro Concerns

 U. S. Economy

 U. S. Politics

 China’s Macro Policies

 Europe and Southern Europe
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2010 Investment Opportunities

 EM Offers Most Exciting Opportunities 

 Regime change of growth from DM to EM

 EMs now display best macro-economic responsibility and stability

 Credit Differentiation

 Interest Rate Normalization

 Currency Realignment

 Equities to play EM growth
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