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Investor sentiment turned sharply negative during the second quarter as macro-
economic data from all regions showed signs of weakness. Moving from West to East 
governments wound down stimulus packages (US), announced fiscal austerity meas-
ures (Europe) and implemented tightening policies to curb inflation (China), leading to 
heightened concerns over the sustainability and trajectory of economic growth for the 
remainder of 2010.   

By sector, BP’s woes weighed heavily on the Energy sector and weak Chinese manu-
facturing data and concerns over predatory taxation had a negative impact on Materi-
als stocks. The Financials sector also came under selling pressure as investors sought 
to digest the impact of proposed reforms. In contrast, defensive sectors such as 
Healthcare and Consumer Staples outperformed.  

Despite its weak absolute performance, the Portfolio outperformed its MSCI EAFE 
benchmark in relative terms. By sector, stock selection in Financials and Energy added 
to returns, offsetting weakness in the Materials and IT sectors. Within the Financials 
sector, not owning any European Banks and a bias towards Asia were positives. By 
region, positive stock selection in Pacific ex-Japan and Continental Europe offset weak 
stock picking in Japan.   

At the stock level a position in Genting Singapore was positive as the stock shrugged 
off concerns over a slow start to its Resorts World Sentosa (RWS) casino in Singa-
pore: the company announced it is producing US$5.8m revenue per day from the re-
sort. Fresenius Medical Care (FMC) was also positive as the company reaffirmed full 
year guidance, announced the acquisition of Asia Renal Care and provided further de-
tails on the Medicare bundling proposals. Defensive growth positions in Europe – SGS, 
Serco, AB InBev – also added positively to relative returns, as did the Portfolio’s bias 
towards Asian Financials - United Overseas Bank, Hang Lung Properties, Bank of 
China – and away from Eurozone Banks, which suffered from their estimated $1.6tn 
exposure to the PIIGS countries (Portugal, Italy, Ireland, Greece and Spain). Weak 
economic data from China and concerns over a punitive resource tax in Australia led to 
weakness in materials positions, with Rio Tinto and Xstrata negatively impacting re-
turns.  A position in Foxconn also detracted from returns as the company increased 
wages in its Chinese manufacturing plants.  

We continue to maintain a broadly defensive stance in Western economies, where we 
are underweight across Europe; although we have taken the opportunity to add some 
selective holdings during the recent weakness. We continue to favor Asia-Pacific and 
Emerging Markets and the Portfolio remains close to neutral in Japan.  

We remain positive on the corporate sector buoyed by rising margins, solid balance 
sheets and easy monetary policy. However; visibility in economic growth remains diffi-
cult due to fiscal retrenchment and continued deleveraging in the West, and with tight-
ening policies in Asia beginning to take effect. We continue to favor Asia-Pacific and 
Emerging Markets - benefiting from rising consumption, strong balance sheets and 
long term secular growth, while remaining underweight in Europe due to growth con-
cerns. However, in the latter region we are looking for attractive growth opportunities at 
the stock level given the region’s underperformance. 

The views in this report were those of the portfolio manager as of the date indicated above and may not reflect 
the views of the manager on the date this report is first published or anytime thereafter.  These views do not 
constitute investment advice.  
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The International Equity Portfolio is managed by Henderson Global Investors (North America) Inc. and subadvised by Henderson Investment Management 
Limited. From January 1, 1995 to June 30, 2003, the International ADR Portfolio was advised by J. & W. Seligman & Co. Incorporated and subadvised by 
Henderson Investment Management Limited. The Henderson International Equity Portfolio was created on January 1, 2008 with the purpose of allowing for the 
inclusion of F-shares. Returns prior to January 1, 2008 are those of the Henderson International ADR Portfolio. Please refer to the ADV Form II for further 
information regarding foreign shares.   

The MSCI EAFE Index tracks the stocks of approximately 1,000 international companies in Europe, Australasia and the Far East.  The MSCI EAFE Growth Index 
is composed of a sample of international companies in Europe, Australasia and the Far East with higher price-to-book ratios. The MSCI EAFE Value Index is 
composed of a sample of international companies in Europe, Australasia and the Far East with lower price-to-book ratios. One cannot invest directly in an index 
and index returns do not reflect any management fees or trading costs. Volatility of the portfolio may differ significantly from the volatility of the indices.  

Past performance is not indicative of future results.  The information provided in this report should not be considered a recommendation to purchase or sell any 
particular security.  There is no assurance that any securities discussed herein will remain in an account’s portfolio at the time you receive this report or that 
securities sold have not been repurchased.  The securities and transactions discussed do not represent an account’s entire portfolio or transaction history and in 
the aggregate may represent only a small percentage of an account’s portfolio holdings and transactions.  The opinions expressed herein are those of Henderson 
Global Investors and are subject to change without notice.  It should not be assumed that any of the securities, transactions or holdings discussed were or will 
prove to be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance of the 
securities discussed herein.       

International securities involve special risks, which may include currency risk, political instability and risk associated with varying accounting standards and 
increased volatility related to the relatively smaller size and lesser liquidity of less-developed markets.  International investing may not be for everyone.  Individual 
client portfolios may differ based on variations in security purchase price, date, and individual client restrictions.   
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Security Transaction Sector  Region Description 

Millicom Intl 
Cellular S.A. 

BUY Telecom 
Services 

Europe Millicom develops and operates cellular telephone systems 
worldwide. The Company has interests in cellular systems 
primarily in emerging markets in Asia, Latin America, Europe, 
and Africa.  

Ericsson 
(Telefonaktiebola
get LM Ericsson ) 

BUY Telecom 
Services 

Europe Ericsson develops and manufactures products for wired and 
mobile communications in public and private networks. The 
Company produces mobile telephones through its Sony 
Ericsson joint venture. Ericsson manufactures and installs 
wired and wireless communications systems, wireless 
microwave links, call center equipment, microelectronics, and 
radar systems.  

Secom Co.  SELL Industrials Japan Secom provides comprehensive security services. The 
Company provides on-line centralized security services, home 
security systems, and home medical services 

Petrobras 
Brasileiro 

SELL Energy Latin  
America 

Petrobras explores for, produces, refines, and transports oil 
and natural gas in South America.  

PT  
Telekomunikiasi 
Indonesia Tbk 

SELL Telecom 
Services 

Asia PT Telekomunikasi is a Telecommunication company that 
provides a variety of domestic Telecommunications services 
such as telephone, telex, telegram, satellite, and leased lines 
services. The Company also offers electronic mail, mobile 
communication, and cellular phone services.  
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