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Fund Performance as of 30th September 2010 
 

 
 
Note: Performance figures shown are for DWS Global Themes Equity Fund “A” share class denominated in 
SGD. Past performance is not a guarantee of future returns. 
 

 
 
Note: Performance figures shown are for DWS Invest Global Thematic A2 share class which is denominated 
in USD. Past performance is not a guarantee of future returns. 
 
* Performance is based on NAV to NAV and does not take into account front-end load. 
** Benchmark 
Note: All performance figures shown sourced from DeAM. 
 

 
The Global Thematic Equity strategy had positive absolute returns for the month of 
September. All themes contributed to performance, led by Supply Chain Dominance, 
Distressed Companies and Large Units. 
 
 
Investment Outlook 
 
It never ceases to amaze me how quickly a generally accepted consensus can change. 
About 4 years ago the German economy was widely considered the "sick man of 
Europe". Today, Germany is growing at break-neck speed for a developed market 
economy.  



Today, the U.S. economy is described as a place of income inequality and lost 
momentum. Political stalemate is engendered by self-serving elites striving either to 
force the continuation of unaffordable state entitlements or to prohibit any discussion 
about higher taxation to alleviate an increasing debt burden on future generations – two 
diametrically opposed, but equally unconstructive positions.  
 
When I first arrived in the U.S. in 1989, the country was accelerating in her 20th century 
push to become the political and economic leader of the world, and, subsequently, the 
breeding ground for the world's most valuable companies. At that time, most of Latin 
America was purely speculative as an investment. The Russian economy was ruled by 
the law of the forest. China’s relatively small economy was at best a side show. Today 
we hardly speak about political problems in those countries. But we do speak about 
politics in the United States – almost daily. In that respect, the U.S. has become a place 
where political risk is most important to understand. And most large emerging markets 
have become more sensitive to economic factors than political factors. If the U.S. 
government were to choose the path of political populism with shovel-ready placebo 
stimulus projects instead of allowing the private sector to create high quality jobs, then 
the imbalances in the U.S. would invariably become critical to the credit rating and the 
overall funding costs of that economy. Understanding Washington and the Federal 
Reserve has rarely, if ever, been more important. The Kremlin, the Chinese Communist 
Party and the technocrats of Brasilia however, have become fairly stable and predictable 
in their reasonable pursuits of unilateral policy initiatives that are largely facilitated by 
second generation technocrats seeking to apply text book models to real world 
experiments.  
 
Historically, there have been a limited number of activities that leaders – elected and 
unelected alike – could apply to meddling with the forces of free markets: the occasional 
tampering with pegged, floating and fixed exchange rates, and perhaps the occasional 
attempt to nationalize a specific pet industry. Today, on the other hand, politicians in 
many markets command vast amounts of currency reserves. The gainful deployment of 
such monies is a tall task in itself. But the sheer economic weight can also single-
handedly alter the economic terms between one country and her trading partners if 
reserve deployment and adjustment of currency regimes succumbs to political 
motivations and external pressure points. Some market commentators suggest that 
China is pursuing a particularly sinister strain of heavy handedness by keeping her 
currency artificially cheap versus the US dollar. I tend to disagree with this simplified 
generality. China, the great nation of moderation and gradualism, surely would rather 
have an exchange rate that speaks to supply and demand than one that is bringing in 
foreign exchange reserves at an unprecedented pace. 
 
The third quarter of 2010 saw a rise of $194 billion in China's foreign exchange reserves. 
This amount can buy the sub-Saharan equity markets ex-South Africa multiple times 
over. The total now stands at $2.65 trillion – an amount that is neither politically nor 
economically manageable. How does one sterilize such economic glut, amounting to 
almost 20% of U.S. GDP?  
 
The last year has also taught us that China has no domestic economy to speak of if 
global trade slows down. Chinese GDP collapsed by about 10% in real terms between 
Q1 of 2008 and Q1 2009. Exporters were thrown into turmoil. The subsequent 30% 
credit growth directed by the central authorities mitigated some of the fall, but it 
reminded the command economy policy makers keenly of the fact that China rises and 



falls by global trade. Changing one of the success factors – the currency – is a task not 
easily embraced by the gradualists. How does one fix such a stark disequilibrium? Our 
theme focus on the bottom billion is one solution.  
 
In the meantime, our friends and colleagues on Wall Street are serving up new IPOs in 
true drive-through fast food fashion. We are being peddled a deal a day, under the 
apparent assumption that we have nothing better to research than heavily legalized 
prospectuses - especially those of companies coming to the market because private 
equity funds took a three years hiatus, during which deal flow halted almost completely 
(we are now seeing vintages of 2002-2006 coming to the market. Many were originally 
earmarked in private equity books for 2007 and 2008). We prefer to continue our own 
research and will focus on those firms that we believe to have outstanding long term 
prospects and are aligned with our well defined themes. With that in mind, we are 
looking forward to a more inward looking and analytically grounded fourth quarter. 
 
While it doesn't smell that way on the street these days, there remains a distinct 
possibility that policy makers will completely fail at the task of stabilizing and stimulating 
the economy back to self-sustaining health. Elections always provide a great opportunity 
to make truly myopic and value-destroying decisions. The latest upgrade in taking the 
corn based ethanol blend rate to 15% from 10% is surely such a decision serving one 
clear purpose: Obama and his helpers are keen on taking the farm belt home during 
mid-terms next month. That this policy will lead to capital misallocation and further fuel a 
corn rally – and, due to crop envy, a crop rally – thus shutting out more people in the 
world from minimum nutrition standards, is a sad outcome. Let's hope other policies are 
not equally "pragmatic". 
 
We began the year telling our investors that we were unwilling to move to the extreme 
point of risk/reward, due to the colossal tail risks still embedded in a global debt 
sustainability situation that could truly decimate markets if mishandled. Three quarters 
through 2010, we are comfortably above our benchmarks. This follows a very strong 
2009. For the rest of the year we would expect most of our returns to come from those 
investments that haven't delivered much as yet. Some of them are in our Distressed 
theme, others are in Disequilibria, and a large group is in Agribusiness and Personalized 
Medicine – although both started the first half of October very strongly. We continue to 
spend time imagining the adverse outcomes of the various potential economic 
scenarios. There is still a good case for equities, as the case for government credit is 
becoming a challenging path to wealth creation. Within our themes, I would expect to 
see the Disequilibria theme to take on a larger role. This naturally results from a global 
economy that is geared to express itself more in sideways than directional terms. Under 
such circumstances, companies will seek to unlock value in situations where non-
sustainable business are sitting side-by-side or sub-scale enterprises are being 
challenged by more optimized business models. Many firms have begun to look for 
growth within verticals of industries. Companies such as Yahoo, the New York Times, or 
Advanced Micro Devices are uniquely positioned to become unlocked in their long term 
potential value – with or without the consent of current management structures at those 
firms. 
 
 
 
 
 



Market Summary 
 
The MSCI World index gained 9.32% in September to finish the third quarter of 2010 up 
almost 14%. The quarter started and ended on a positive note, despite weakness in 
August. The dollar declined sharply in September and over the course of the quarter, as 
markets continued to gain confidence after the European government debt crisis of the 
spring and early summer. Despite continued concerns throughout the quarter about a 
“double-dip” recession in the world's industrialized economies, positive corporate 
earnings results, accommodative central bank policies and steady growth in the 
developing world provided a solid underpinning for equities.  
 
The S&P 500 gained 8.7% in September, while the Eurostoxx index climbed 12.5% in 
USD terms. The Nikkei lagged, with a return of 6.2%, while the Hang Seng in Hong 
Kong, paced steady growth in Asia's developing markets, rising over 8.8% during the 
month.  
 
In September, economic data continued to be mixed but generally unexciting, with US 
unemployment remaining stubbornly above 9.5% and ISM manufacturing surveys 
continuing to show modestly expanding output. In Europe, Markit research indicated 
that, despite continued strength in the manufacturing industries of Germany and France, 
peripheral European economies are seeing stalled recovery. In the UK, the new coalition 
government has made unprecedented promises of fiscal austerity, addressing concerns 
about its spiking government debt but creating new ones about short-to-medium term 
economic prospects. According to Global PMI data gathered by Markit, slowing Asia Ex-
Japan manufacturing export growth has driven global export growth to a 14-month low. 
The news has not been all bad though, with China's manufacturing PMI data again 
showing growth at the strongest rate since April, and inciting hope that the world's 
second largest economy will continue to fuel global growth. 
 
 
Investment Commentary 
 
The Global Thematic Equity strategy had positive absolute returns for the month of 
September. All themes contributed to performance, led by Supply Chain Dominance, 
Distressed Companies and Large Units.  
 
The Supply Chain Dominance theme, which invests in companies using cost savings 
and/or economies of scale to gain leverage over their suppliers, competitors and 
customers, was led higher in September by Hewlett-Packard and Mastercard. HP, the 
Palo-Alto based computer and imaging hardware giant, rebounded over the month after 
its management shakeup in August rattled investors. The company has reiterated 
guidance ahead of market expectations and continues to forecast growth ahead of its 
peers. Mastercard, the global credit card company, shot up in September as 
management announced a share buy-back program and claimed that net income would 
grow 20% in 2010. This robust profit growth would come largely on the back of foreign 
exchange and cost-cutting, and would be mostly unaffected by a new law limiting 
merchant fees on debit card use.  
 
Erste Group Bank led gains in the Distressed Companies theme over the course of the 
month. The theme seeks holdings which are priced at excessively low valuations due to 
unwarranted pessimism and/or market misperceptions of risk. Erste, the Vienna-based 



Central and Eastern European bank, ended the month as the strategy's largest position. 
The company's shares rose sharply in USD terms in September along with the Euro. 
Erste's most recent earnings release also provided the market with an improved 
medium-term normalized income outlook. Nomura Holdings was a detractor to the 
Distressed Companies theme in September. 
 
The Large Units theme targets holdings that are benefiting from the growth of middle 
classes and consumerism in emerging markets countries. The theme performed well in 
September on the back of holdings in MTN and Standard Bank. Both holdings are based 
in South Africa, and benefited from the Rand's strong appreciation over the US Dollar. 
MTN, a telecommunications company which leads most of its operating markets across 
Africa and the Middle East, gained in September for the third consecutive month on 
continued strong sentiment after solid 1H results released in late August. Standard 
Bank's strong performance was partly driven by management's recent assertions (and 
the market's apparent belief) that the company's robust capital ratios will allow it to boost 
assets more quickly than many of its overseas rivals, especially given new global capital 
requirements. First Bank of Nigeria was the most significant detractor from the Large 
Units theme. 
 
Top 10 holdings  
 

 
 
Source: DWS Fund Factsheet, September 2010 
* Past performance is not indicative of future performance. Holdings are subject to change. 
 
 



Geographic Distribution 
 

 
 
Source: DWS Fund Factsheet, September 2010  
Holdings are subject to change. 

 
 
Positive and negative contributors* 
 

 
 
* Past performance is not indicative of future performance. Holdings are subject to change.  
 
 



Theme Distribution and Performance  
 

 
 
Performance is preliminary. Past performance is no guarantee of future results. Due to rounding, weightings may not total 100%. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Disclaimer 
The Information contained herein is based on available data believed to be reliable. It is not to be construed as an offer, invitation or 
solicitation to buy or sell the securities covered in this report. RHB Investment Management does not warrant the accuracy of anything stated 
herein in any manner whatsoever and no reliance upon such statement by anyone shall give rise to any claim whatsoever against RHB 
Investment Management. RHB Investment Management and/or its associated persons may from time to time have an interest in the securities 
mentioned in the report. Specific details of such report will be provided upon request. 


