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Templeton Emerging Markets Bond Fund

US Federal Reserve Chairman Bernanke reiterated that the US exceptionally low interest rate would continue
for an extended period in its August meeting. At the same time, slowdown of global economic growth
heightened the risk of recession, leading capital to flow to bond market again. Both the yields of developed
and emerging market bonds were lower on capital inflow. But if considering the economic growth and the
fiscal situation, it is expected that the global emerging market bond should outperform the OECD countries.
In general, GEM countries government borrowing requirements on average only 3% of GDP, compared to the
average of 8% of GDP in developed G20 countries. Public debt to GDP levels are also significantly lower in
GEM at around 40%, compared to developed G20 closer to 100%. Even the world’s biggest bond fund,
PIMCO, also shed their investment on US debt and increased the emerging market debt in July. This news is
good evidence on the superior return potential of emerging markets bond than OECD countries.

Amid the uncertain economic conditions and low interest rate environment, investment in GEM bonds is a
winning investment strategy (see chart 1).

Chart 1 — Weekly chart of JPM EMBI Plus Sovereign Spread (current spread is 275bps, far above the lowest
level of 148bps on June 2007)
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Disclaimer
G BT I

Please note that the information contained herairemot been reviewed by the Securities and Futdeesmission of Hong Kong or any regulatory
authorities and it is intended for general refeeenaly and does not constitute an offer to selusges or the solicitation of an offer to buy, or
recommendation for investment in, any securitighiwiHong Kong or any other jurisdiction. Nothiogntained herein constitutes investment, or other
advice or a representation that any product, seniitvestment or investment strategy is suitableafty person. Each prospective investor should
consider carefully whether the relevant producsemice is suitable for it in light of its own cinmstances, objectives and financial positions. hEac
prospective investor should consult independentepsional advisers before making investment degidio particular, in determining the suitability
and assessing the investment risks of any prodisgreice.
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The information contained herein should not contithe basis for BOC International Holdings Lirditer any of its subsidiaries or affiliates (the
“BOCI Group”) to enter into or arrange for any tsations, products or services. The productsreicses mentioned herein may not be available at all
times or even may not be available at all.
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The information contained in this document is pded on an “as is" basis without representation aramty of any kind and may be changed at any
time without prior notice. Nothing contained hershall constitute any warranty or representatioricafuture performance of the products or any
companies mentioned in this document. No assureatéde given that any investment objective, exgeeotturns or structure described herein would
yield favourable investment results or that invesimobjectives will be achieved or that the investwill receive a return of all or part of their
investment.
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Although information contained herein have beeraioled or derived in good faith from sources beliet@ be reliable and reasonable care has been
taken to ensure the facts stated herein are aecamnat the advice, recommendations, forecasts,ansirand expectations contained herein are fair and
reasonable, BOCI Group has not verified the infdiomeand does not warrant its accuracy, correctr@sapleteness, reasonableness or fairness. The
information contained herein should not be relipdruin substitution for the exercise of indepengedgement and should not form the basis for any
investment decision.
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In dealing in, purchasing or availing yourself bétproducts, you are deemed to represent that e fnade your investment and/or trading decisions
based on your own independent judgement and rrefiance on this document; and that you fully ustserd all the risks involved and are capable of
assuming and willing to assume all such risks.
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The information contained herein is protected bgycight. No part of its contents may be modifieeproduced, transmitted or distributed by any
means for any use without BOCI Group’s prior writnsent.
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