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Market review

June was another volatile month for US equities. Persistent jitters regarding the ongoing fiscal Concerns over the Eurozone debt crisis
problems in the Eurozone led the broad-market S&P 500® Index lower early in the period. Stock '
prices subsequently rallied in the middle of the month amid optimism about Spain’s successful
debt offering and economic growth in China before tumbling near month-end following the data, led the US equity market to its second
release of disappointing economic data - most notably a significant drop in sales of existing
homes in May and a steep decline in consumer confidence in June.

along with the release of weak economic

consecutive monthly loss in June.

The lack of consumer confidence may be attributable in part to the still-muddled employment
picture. While the unemployment rate for June declined marginally to 9.5%, non-farm payrolls
fell significantly, reflecting the end of the temporary employment of US Census workers. Although
the decrease was partially offset by an overall rise in private-sector employment, there was a
double-digit percentage increase in the number of “discouraged workers” - those who are
unemployed but not looking for work because they believe that no jobs are available to them.
Additionally, nearly one-half of unemployed workers have been jobless for more than six months. While the unemployment rate was slightly

The continuing uncertainty surrounding the possible fallout from the oil spill in the Gulf of Mexico lower in June, there was a sharp rise in the
had a negative impact on shares of oil and natural gas exploration and production and integrated
oil and gas companies. This offset the short-lived boost the sector received in mid-June following
BP’s announcement of the establishment of a $20 billion fund for claims related to the disaster.

number of “discouraged workers.”

Economic and market outlook

We feel that the stubbornly high unemployment rate will likely restrain the expansion of Many US companies have increased
domestic consumption for a while. Ironically, the performance of the US equity market relative
to its global counterparts thus far in 2010 has been bolstered as many companies were able to
reduce their payrolls dramatically when the economy slowed in late 2008 and have been quite reducing payrolls.
creative in running with leaner workforces since that time. This is perhaps the key reason why

many US companies have shown strong cost reduction-led earnings rebounds over the last 12

months, frequently exceeding the market’s more conservative expectations, without yet seeing

significant increases in revenues. Although we believe that this positive operating leverage will

generally persist through early next year, we are well aware of the multiple headwinds remaining

in the marketplace.

profitability without higher revenues by

Since consumer-driven companies led the stock market out of recessionary levels, we still think
that many of the stocks now price in significant optimism about the rest of the year and into
2011, despite the sharp decline in consumer stocks during the past month. In our view, however, companies which we feel have relatively

there are a couple important guidelines to investing in the US: a resilient consumer (thus far) and better growth prospects than those of the
relentless innovation by businesses to find customers to purchase goods and services from them.
Bearing this in mind, our search for companies that can excel in any environment has drawn us
to several consumer companies where we believe that growth prospects are better than those of
the broad economy as a whole, and for which we are confident those expectations will be met
or exceeded. These companies tend to be a bit smaller than average, have self-financed store
expansion plans and carry differentiated product offerings. In fact, they are generally exposed to
just a few major regions of the country, giving them ample expansion room for years to come.

We are focused on some consumer-driven

broad economy.

The improvement in the consumer-related sectors may ultimately prove to be a boon to other Transportation companies may benefit
industries. As the economy continues to expand, more goods need to be transported. While the
US rail system is not as good at hauling people as other developed countries, it is actually quite
efficient at hauling goods, including coal, industrial parts and consumer products. Most of the sectors.
larger rail companies in the US are well-run, efficient organizations that compete in markets with

significant barriers to entry. And considering transportation costs are such a small component of

the total cost of most goods, we believe rail companies in general will maintain pricing power,

especially as utilization continues to improve.We have exposure to the industry in all of our major US

investment portfolios and anticipate continued solid returns from the stocks through the rest of the

economic recovery.

from improvement in the consumer-related

While the US certainly is not insulated against the current instability in the global stock markets,
positive sentiment in the region has helped to cushion the declines in the share prices of American
companies during the recent downturn. As always, Aberdeen’s experienced US Equity team will
continue to seek to uncover opportunities in the market from the “bottom up.”
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A discouraging word

A contributing factor to the modest decrease in the unemployment rate in June was the significant
exodus of jobseekers from the market. The US Department of Labor classifies this segment of the
population as “discouraged workers”; that is, they are unemployed but are not looking for work
because they believe that they have no job prospects. The Bureau of Labor Statistics subtracts
these individuals from its total unemployment count, thereby increasing the percentage of people
who are employed. As the chart below illustrates, the number of discouraged workers has risen at
an alarming rate since the onset of the current recession, which began in December 2007. Adding
the 1.2 million discouraged workers noted in the June report to the total number of jobless would
result in an increase in the unemployment rate to more than 10%.In our view, the US economy
cannot sustain its current momentum without a strong rebound in employment.

Discouraged Workers (December 2007—June 2010)
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Important information

The above is strictly information purposes only and should not be considered an offer, or solicitation, to deal in any of the mentioned funds.

Any research or analysis used to derive, or in relation to, the above information has been procured by Aberdeen International Fund Managers Limited (“AIFML") for
its own use, without taking into account the investment objectives, financial situation or particular needs of any specific investor, and may have been acted on for
AIFML's own purpose. This document is based upon information that AIFML considers reliable as of the date thereof, but AIFML does not make any representation
as to the completeness and accuracy of data sourced from third parties. The information is given on a general basis without obligation and on the understanding
that any person acting upon or in reliance on it, does so entirely at his or her own risk. Accordingly, no warranty whatsoever is given and no liability whatsoever is
accepted for any loss arising whether directly or indirectly as a result of the investor, any person or group of persons acting on any information, opinion or estimate
contained in this document.

Any projections or other forward-looking statements regarding future events or performance of countries, markets or companies are not necessarily indicative of,
and may differ from, actual events or results. AIFML reserves the right to make changes and corrections to the information, including any opinions or forecasts
expressed herein at any time, without notice.

The commentaries represent an assessment of the market environment at a specific point in time and are not intended to be a forecast of future events, or a guar-
antee of future results. The commentaries were not prepared for any particular investment objectives, financial situation or requirements of any specific investor
and do not constitute a representation that any investment strategy is suitable or appropriate to an investor’s individual circumstances or otherwise constitute a
personal recommendation.

The commentaries should not be regarded by investors as a substitute for the exercise of their own judgement. Any opinions expressed in the commentaries are
subject to chan§e without notice and may differ or be contrary to opinions expressed by other business areas or groups of AIFML as a result of using different
assumptions and criteria. AIFML will initiate, update and cease coverage at its sole and absolute discretion. The analysis contained herein is based on numerous
assumptions. Different assumptions could result in materially different results.

Investment involves risk, emerging markets tend to be less liquid and more volatile than developed markets. Therefore, emerging markets may have greater risk
than developed markets. Before making any investment decision to invest in the fund, investors should read the relevant offering documents and in particular the
investment policies and the risk factors. Investors should ensure they fully understand the risks associated with the fund and should also consider their own invest-
ment objective and risk tolerance level. Investors are reminded that they are responsible for their investment decision and should not invest unless the intermediary
who offers or sells the fund to them has advised them that the fund is suitable for them and has explained why, including how buying the fund would be consistent
with their investment objectives. If in doubt, please seek independent financial and professional advice.

Subscriptions may only be made on the basis of the relevant offering documents, most recent annual financial statement and semi-annual financial statements if
published thereafter. Investors are reminded that the value and income (if any) from shares of the fund may be volatile and could change substantially within a
short period of time. Consequently, it may not be possible to get back the amount invested. Past performance is not a guide to future performance. Investment
returns are denominated in the base currency of the fund. US dollar / HK dollar based investors are therefore exposed to fluctuations in the US dollar / HK dollar
/ base currency exchange rate.

This document is issued by Aberdeen International Fund Managers Limited and has not been reviewed by the Securities and Futures Commission.

PAGE 2 OF 2




