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Lead indicators peaking

We're going to see very strong growth in H1 and this could trigger a
short-term rally in stocks, taking them to new highs. However,
recent market jitters probably signal a peak in lead indicators and a
nervous mood is likely to persist for most of the year as moves to
tighten policy raise fears of a misstep.

Furthermore, we need to see falling unemployment to signal self-
sustaining, above-trend growth. Unemployment rates appear to be
peaking in most major economies but will demand constant watching
as the pace of recovery slows.

Central banks are likely to hike rates as unemployment falls. Low
and / or falling inflation would allow them to quickly reverse tack and
cut rates to support recovery if this becomes necessary. We will

need to watch shorter-term inflation indicators closely.
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LEAD INDICATORS IN FOCUS
In his ongoing analysis of the investment clock model, Trevor focuses on
two key economic indicators: inflation and growth.

Inflation
= The global inflation scorecard points upwards, but not alarmingly so

= Spare capacity is helping to keep inflation low

Growth
= Expect to see very strong global growth the first half of 2010

= |f 2004/5 offers any guide, growth lead indicators will start to peak out
soon and this directional lead indicator may end up negative before the

year is out

CURRENT ASSET ALLOCATION POSITIONING IN TREVOR’S FUNDS
| have started to trim pro-cyclical positions, hoping to put them on again
later in the year. However, | do not plan to underweight equities with the
underpinnings of a sustained recovery coming into place.

I have trimmed commodity, equity and property overweights, with
commodities remaining the largest overweight, and | have reduced my
underweight positions in government bonds and cash. | remain overweight
corporate and high yield bonds. | have cut global financials to neutral as a
tightening of monetary policy is unlikely to be seen in a positive light. My
largest overweights remain technology (which | have added to recently)
and industrials, including resources. At the regional level, | remain

overweight Asian and emerging market stocks relative to the US.
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For more information on which Fidelity funds utilise this approach contact your usual Fidelity representative or email us at DCinvestmentservices@fil.com

I Fidelity -

INTERNATIONAL

FIL Limited was established in Bermuda nearly 40 years ago and provides asset management services to investors outside of the Americas. FIL Limited and its respective subsidiaries form the global investment
management organisation that is commonly referred to as Fidelity International. Fidelity International only gives information on its products and does not provide investment advice based on individual circumstances.
The value of investments may go down as well as up and an investor may not get back the original amount invested. Unless otherwise stated all products are provided by Fidelity International, and all views
expressed are those of Fidelity International. Reference in this document to specific securities should not be construed as a recommendation to buy or sell these securities, but is included for the purposes of
illustration only. Investors should also note that the views expressed may no longer be current and may have already been acted upon by Fidelity International. Issued by FIL Life Insurance Limited (FSA registered
number 186526) and FIL Pensions Management (FSA registered number 144345), both of which are authorised and regulated by the Financial Services Authority in the UK and are members of the Fidelity
International group of companies and are registered in England and Wales under the company numbers 3406905 and 2015142. Registered offices at: Oakhill House, 130 Tonbridge Road, Hildenborough, Kent,

England TN11 9DZ 2286AB/DC201016



