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There is a broad
consensus that stock
market performance
impacts the economy
and that this influence
has increased over
the years.
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1 Deutsche Bundesbank Monthly Report, March 2003, p. 40.

2 WestLB Mellon Asset Management calculations.
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Since stock market
performance is driven
mainly by expectations,
you might suspect
that changes in market
performance are more

closely related to future
GDP growth.

Exhibit 1- U.S. GDP and S&P 500, 1970 to 2012
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Source: EcoWin, as of June 2012.
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Exhibit 2 - Eurozone GDP and Euro Stoxx 50, 2007 - 2012
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GDP, % over previous quarter, one quarter ahead

Source: EcoWin, as of June 2012.

LosU7Zed s, o - B RE CRE T 2 BEZIE. TR — X O BIBIRIE
N TR, BEIZED FLY KRRV A I NVMCHERTDVLERS Y £7,

3 WestLB Mellon Asset Management calculations.
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Since the mid-1990s,
there hasn't been a
single prolonged period
in the U.S. during which
consumer confidence
and the S&P 500
have moved in
opposite directions.
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Exhibit 3 - U.S. Equity Market and Consumer Confidence in Tandem
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4 The relationship between the widely followed ISM Manufacturing Index and the S&P 500 is less close. Our
research shows there have been five longer spells since the mid-1990s during which the indexes moved in
opposite directions

5 The picture does not change in any meaningful way when we look at the Ifo Business Climate Index itself, which
includes both expectations and current conditions.

STOCK MARKETS VS GDP GROWTH: A COMPLICATED MIXTURE 4



According to an IMF
study® from 2002, two
thirds of all recessions
remain undetected by
consensus forecasts
until April of the
year in which they
actually occur.

Exhibit 4 - German Stock Market and Ifo Expectations
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6 Grace Juhn and Prakash Loungani, “Further Cross-country Evidence on the Accuracy of the Private Sector's Output
Forecasts,” IMF staff paper, vol. 49, no. 1, 2002.

7 Robert J. Barro and José F. Ursla, “Stock Market Crashes and Depressions,” NBER Working Paper No. 14760,
February 2009.
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We believe investors
should not invest in
stocks purely based
on economic cycles,
not least because
economic forecasts can
be wrong. If valuations
are attractive, it makes
sense to invest in the
equity markets of slowly
growing economies.
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8 Elroy Dimson, Paul Marsh, and Mike Staunton, “Economic Growth,” Credit Suisse Global Investment
Returns Yearbook, 2010.
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Index Definitions

S&P 500 Index is a free-float capitalization-weighted index based on the common stock prices of 500
American companies. It is one of the most commonly followed equity indices and many consider it
the best representation of the market and a bellwether for the U.S. economy.

The ISM Manufacturing Index is based on surveys of more than 300 manufacturing firms by the
Institute of Supply Management. The ISM Manufacturing Index monitors employment, production
inventories, new orders and supplier deliveries. A composite diffusion index is created that monitors
conditions in national manufacturing based on the data from these surveys.

The Conference Board Leading Economic Index (LEI) is an American economic leading indicator
intended to forecast future economic activity. It is calculated by The Conference Board, a non-
governmental organization, which determines the value of the index from the values of ten key
variables. These variables have historically turned downward before a recession and upward before
an expansion. The single index value composed from these ten variables has generally proved capable
of predicting recessions over the past 50 years, but in most cases it has been known to falsely predict
recessions which did not occur.

EuroStoxx 50 is Europe's leading blue-chip index for the eurozone, providing a blue-chip representa-
tion of supersector leaders in the eurozone. The index covers 50 stocks from 12 eurozone countries:
Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands,
Portugal and Spain.

DAX is a stock index that represents 30 of the largest and most liquid German companies that trade
on the Frankfurt Exchange.

Ifo Business Climate Index is a closely followed leading indicator for economic activity in Germany
prepared by the Ifo Institute for Economic Research in Munich.

The indexes are trademarks of the foregoing licensers and are used herein solely for comparative
purposes. The foregoing index licensers do not sponsor, endorse, sell or promote the investment
strategies or products mentioned in this paper, and they make no representation regarding the

advisability of investing in the products or strategies described herein.
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BNY Mellon Asset Management is one of the world's leading asset management organizations, encompassing
BNY Mellon's affiliated investment management firms and global distribution companies. BNY Mellon is the corporate
brand of The Bank of New York Mellon Corporation. * The statements and opinions expressed in this document are
those of the authors as of the date of the article, are subject to change as economic and market conditions dictate,
and do not necessarily represent the views of BNY Mellon, BNY Mellon Asset Management International or any
of their respective affiliates. This document is of general nature, does not constitute legal, tax, accounting or other
professional counsel or investment advice, is not predictive of future performance, and should not be construed as an
offer to sell or a solicitation to buy any security or make an offer where otherwise unlawful. The information has been
provided without taking into account the investment objective, financial situation or needs of any particular person.
BNY Mellon Asset Management International Limited and its affiliates are not responsible for any subsequent
investment advice given based on the information supplied.

Past performance is not a guide to future performance. The value of investments and the income from them is not
guaranteed and can fall as well as rise due to stock market and currency movements. When you sell your investment
you may get back less than you originally invested. * While the information in this document is not intended to
be investment advice, it may be deemed a financial promotion in non-U.S. jurisdictions. Accordingly, where this
document is used or distributed in any non-U.S. jurisdiction, the information provided is for use by professional and
wholesale investors only and not for onward distribution to, or to be relied upon by, retail investors. = Products or
services described in this document are provided by BNY Mellon, its subsidiaries, affiliates or related companies and
may be provided in various countries by one or more of these companies where authorized and regulated as required
within each jurisdiction. This document is not intended for distribution to, or use by, any person or entity in any
jurisdiction or country in which such distribution or use would be contrary to local law or regulation. This document
may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances
in which such offers or solicitations are unlawful or not authorized, or where there would be, by virtue of such
distribution, new or additional registration requirements. Persons into whose possession this document comes are
required to inform themselves about and to observe any restrictions that apply to the distribution of this document
in their jurisdiction. The investment products and services mentioned here are not insured by the FDIC (or any
other state or federal agency), are not deposits of or guaranteed by any bank, and may lose value. * This document
should not be published in hard copy, electronic form, via the web or in any other medium accessible to the public,
unless authorized by BNY Mellon Asset Management International Limited.

In Australia, this document is issued by BNY Mellon Asset Management Australia Limited (ABN 56 102 482 815, AFS
LicenseNo.227865) located at Level 6,7 Macquarie Place, Sydney, NSW 2000. Authorized and regulated by the Australian
Securities & Investments Commission. * In Brazil, this document is issued by BNY Mellon Servicos Financeiros DTVM
S.A., Av. Presidente Wilson, 231, 11th floor, Rio de Janeiro, RJ, Brazil, CEP 20030-905. BNY Mellon Servicos Financeiros
DTVM S.A.is a Financial Institution, duly authorized by the Brazilian Central Bank to provide securities distribution and
by the Brazilian Securities and Exchange Commission (CVM) to provide securities portfolio managing services under
Declaratory Act No. 4.620, issued on December19,1997. « Investment vehicles may be offered and sold in Canada through
BNY Mellon Asset Management Canada Ltd., a Portfolio Manager, Exempt Market Dealer and Investment Fund Manager.
* In Dubai, United Arab Emirates, this document is issued by the Dubai branch of The Bank of New York Mellon, which
is regulated by the Dubai Financial Services Authority. * In Germany, this document is issued by WestLB Mellon Asset
Management Kapitalanlagegesellschaft mbH, which is regulated by the Bundesanstalt fir Finanzdienstleistungsaufsicht.
WestLB Mellon Asset Management Holdings Limited is a 50:50 joint venture between BNY Mellon and WestLB AG.
WestLB Mellon Asset Management Kapitalanlagegesellschaft mbH is a wholly owned subsidiary of this joint venture.
If this document is used or distributed in Hong Kong, it is issued by BNY Mellon Asset Management Hong Kong Limited,
whose business address is Suites 1201-5, level 12, Three Pacific Place, 1 Queen’s Road East, Hong Kong. BNY Mellon Asset
Management Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission and its registered
office is at 6th floor, Alexandra House, 18 Chater Road, Central, Hong Kong. * In Japan, this document is issued by BNY
Mellon Asset Management Japan Limited, Marunouchi Trust Tower Main Building, 1-8-3 Marunouchi Chiyoda-ku, Tokyo
100-0005, Japan. BNY Mellon Asset Management Japan Limited is a Financial Instruments Business Operator with
license no 406 (Kinsho) at the Commissioner of Kanto Local Finance Bureau and is a Member of the Investment Trusts
Association, Japan and Japan Securities Investment Advisers Association. = In Korea, this document is issued by BNY
Mellon AM Korea Limited for presentation to professional investors. BNY Mellon AM Korea Limited, 29F One IFC,
10 Gukegeumyung-ro, Yeongdeungpo-gu, Seoul, 150-945, Korea. Regulated by the Financial Supervisory Service.
* In Singapore, this document is issued by The Bank of New York Mellon, Singapore Branch for presentation to
professional investors. The Bank of New York Mellon, Singapore Branch, One Temasek Avenue, #02-01 Millenia
Tower, Singapore 039192, Regulated by the Monetary Authority of Singapore. In Singapore, this document is to be
distributed to Institutional Investors (as defined in the Securities and Futures Act, Chapter 289 of Singapore)
only. * This document is issued in the UK and in mainland Europe (excluding Germany), by BNY Mellon Asset
Management International Limited, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No. 1118580.
Authorized and regulated by the Financial Services Authority. = This document is issued in the United States by BNY
Mellon Asset Management.

BNY Mellon holds over 90% of the parent holding company of The Alcentra Group. The Group refers to these
affiliated companies: Alcentra, Ltd and Alcentra NY, LLC. = BNY Mellon ARX is the brand used to describe
the Brazilian investment capabilities of BNY Mellon ARX Investimentos Ltda. * BNY Mellon Western FMC,
Insight Investment and WestLB Mellon Asset Management do not offer services in the U.S. This presentation
does not constitute an offer to sell, or a solicitation of an offer to purchase, any of the firms' services or
funds to any U.S. investor, or where otherwise unlawful. * BNY Mellon holds 90% of The Boston Company
Asset Management, LLC and the remainder is owned by employees of the firm. = BNY Mellon holds a 20%
interest in Siguler Guff & Company, LP and certain related entities (including Siguler Guff Advisers LLC).
* BNY Mellon Cash Investment Strategies is a division of The Dreyfus Corporation. * BNY Mellon Western Fund
Management Company Limited is a joint venture between BNY Mellon (49%) and China based Western Securities
Company Ltd. (51%). The firm does not offer services outside of the People’s Republic of China. * BNY Mellon owns
a 19.9% minority interest in The Hamon Investment Group Pte Limited, the parent company of Blackfriars Asset
Management Limited (“Blackfriars”), Hamon Asset Management Limited and Hamon Asian Advisors Limited
("HAAL"). Only Blackfriars and HAAL offer investment services in the U.S. * The Newton Group refers to the
following group of companies: Newton Investment Management Limited, Newton Capital Management Limited,
Newton International Investment Management Limited, Newton Capital Management LLC, and Newton Fund
Managers (Cl) Limited. Except for Newton Capital Management LLC and Newton Capital Management Limited,
none of the other Newton companies offers services in the U.S. * BNY Mellon Asset Management International
Limited and any other BNY Mellon entity mentioned above are all ultimately owned by BNY Mellon.
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