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RECENT MARKET PERFORMANCE

We have been reminded of the fragility of the global economy and financial system in
recent months with sharemarkets falling sharply across the world, by around 20% in
Australia, the United Kingdom and the United States and 35% in Germany and France
(from the yearly highs in April 2011 to the lows of early October 2011).
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All Ordinaries Index for 12 months to 21 October 2011. Source: Yahoo Finance.

What started as a reemergence of concerns over whether Greece could service and
refinance its debts, spread to concerns over whether the Eurozone could hold together,
with several other member countries, notably Ireland, Portugal, Spain and Italy seeking
support from the European Central Bank to rollover maturing debt.

While the European politicians’ initial responses caused civilians to start rioting in the
streets of effected countries, global markets focused on what the flow-on implications of
a default by one or more sovereign countries within the Eurozone could have on:

» the capital backing of European banks, who are the main lenders to countries in the
Eurozone,

> the stability of the global financial system (given the problems that started with the
collapse of Lehmann Brothers in 2008), and

> the rate of global economic growth, but in particular in the developed economies of
Europe and North America.
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