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New Bubbles —
Opening the Printing Presses
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New Bubbles — The Deficit, Inflation, and
Interest Rates

Deficit to GDP Ratio Plus Y/Y CPI vs 10 Yr UST Yield
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Sources: CBO, BLS, Federal Reserve



New Bubbles — Corporate Bond Yields
Near 40 Year Lows
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New Opportunities — Which Would You

Rather Own?

Company Dividend Yield
Pitney Bowes 6.4%

AT&T 6.3

Eli Lilly & Company 5.9

Chevron 3.9

McDonalds 3.6

Proctor & Gamble 3.3

Pepsi 3.2
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Can China Follow the Developed Country
Roadmap Further?

China has followed a well-worn path
to prosperity
e |nvest, educate, privatize, urbanize, industrialize

China’s growth up to now was “easy”’

e China’s growth didn’t squeeze anyone else
e US centrality was source of stability

e A big China bumps into everyone

e A multi-centric world may be more volatile
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The First Steps on a Well-Worn Path

Aluminum Consumpt (kg/Capita) and Vehicles/1,000 people and per Capita
Income ($000 Real US$/Capita) Income, 1971 — 2002
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But at an Early Stage China Is Already Huge

China’s Share of World Activity
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Sources: UN, UNESCO, WEO, Wellington Management estimates
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Returns to ““Safety’” Reach All Time High

Russell 1000 Index

P Quintile 1 vs Quintile 5 Safety* Spread (%)
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*Average of the quintile 1 vs quintile 5 return spread of BARRA’s EPS
variability, leverage, and volatility factors



Stock Correlations at All-Time Highs

Correlation Among Stocks Extremely High

Realized Correlation — Rolling 1-Year
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Universe is largest 1,900 US Stocks
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Returns to High Tracking Risk (>5%) Managers
After Correlation Peaks*

Annualized Performance Difference 100 Percent of Positive Observations
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Returns to High Tracking Risk Managers
First Half 2009

Average Value Added, % 100 % of Managers with Positive Alpha
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Downside Protection Matters In a

Variety of Markets
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Percent of Top Quartile Managers Protecting in Down Markets
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Top Quartile Managers Hold Their Own In
Up Markets/Shine in Down Markets

15 Years Ended First Quarter 2009
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Wellington Management Company, LLP is an independently owned, SEC-registered Investment
Adviser that, along with its subsidiaries and affiliates (collectively, Wellington Management),
provides investment management and investment advisory services to institutions around the
world. Located in Boston, Massachusetts, Wellington Management also has offices in: Atlanta,
Georgia; Chicago, lllinois; Radnor, Pennsylvania; San Francisco, California; Beijing; Hong Kong;
London; Singapore; Sydney; and Tokyo.

This material is prepared for, and authorized for internal use by, designated institutional and
professional investors and their consultants or for such other use as may be authorized by
Wellington Management Company, LLP or its affiliates.This material and/or its contents are
current at the time of writing and may not be reproduced or distributed in whole or in part, for
any purpose, without the express written consent of Wellington Management. This material is
not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to
purchase shares or other securities. Investors should always obtain and read an up-to-date
Investment services description or prospectus before deciding whether to appoint an
investment manager or to invest in a fund. Any views expressed herein are those of the
author(s), are based on available information, and are subject to change without notice.
Individual portfolio management teams may hold different views and may make different
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