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Developed equity markets are in the 6th year of a robust upward move. The MSCI Developed World Index rose by almost 18% per annum over the period (Mar 2009-June 2015) in Euro-
terms. However, momentum has stalled in recent months. Stepan Mikolasek, new head of equity management of Erste Asset Management, names the main reasons: surprisingly weak US
economic growth in the first quarter, concerns about China’s economy, the fear of a Fed rate hike and growing risk related to the Greek situation.

“Despite current headwinds for global equities, a number of factors suggest that there is room for another upleg in the second half of the year”, says Mikolasek. Economists expect that US
growth will re-accelerate in the course of the year, the Eurozone economy is growing faster than anticipated, and outside the US monetary policy of the main central banks (particularly
European Central Bank, Bank of Japan) remains extremely accommodative.

Equity valuation not stretched

Equity valuation in developed markets, while not in cheap territory anymore is not particularly stretched. After the recent correction, US equities (S&P 500)
are trading on 15.6 times estimated 2016 earnings, while the respective multiple for European stocks (Euro Stoxx 600) is 14.4. First quarter earnings
confirmed that the earnings momentum in both markets remains supportive. Mikolasek: “Particularly in Europe, analysts forecast double-digit earnings
growth both in 2015 and 2016.”
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Risks are still considerable

The rate lift-off by the Federal Reserve Bank remains a risk and could put pressure on risky assets, including stocks. That said, empirical evidence from previous rate cycles shows that –
depending on economic circumstances, particularly the growth and inflation outlook – the negative impact from rising rates could be short-lived.

In the current situation, the surprise factor should be close to nil, given that the upcoming Fed move has been widely discussed for more than year and the path toward higher rates will be
less steep than in previous cycles.

Emerging markets equities lag behind

Emerging market (EM) indices have been lagging their developed market (DM) peers since 2010. This is due to a number of developments. Peter Szopo, chief equity analyst of Erste Asset
Management: “Probably the key reason is the shrinking gap between economic growth in EM and in DM, which after reaching 5-6 percentage points in the mid-2000s is now down 2-2.5%”.
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Moreover, the end of the commodity super-cycle, which benefited important emerging economies, slowing economic reforms
and political uncertainty have held back EM stock markets. Peter Szopo has no illusions about this: “None of these factors will
significantly improve in the near-term.”

In addition, the rising risk-aversion of investors in the course of the unfolding Greek crisis will provide additional headwind.
Valuation of EM equities, on average, is benign with the MSCI trading on 12.4x trailing earnings, and earnings will likely recover in 2015 and 2016. Szopo: “However, on its own, valuation
will likely not be sufficient to trigger a rerating of EM equity markets.”
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Regional focus on European Stocks
Preferred equity sectors: Health care, Technology and Consumer discretionary

Erste Asset Management prefers European stocks in the global equity fund ESPA STOCK GLOBAL. On a sector level Health care equities, Technology and Consumer discretionary stocks
are the favoured choice.
 

This document is an advertisement. Unless indicated otherwise, source: Erste Asset Management GmbH. The language of communication of the sales offices is German and the languages of communication of the
Management Company also include English.

The prospectus for UCITS funds (including any amendments) is prepared and published in accordance with the provisions of the InvFG 2011 as amended. Information for Investors pursuant to § 21 AIFMG is
prepared for the alternative investment funds (AIF) administered by Erste Asset Management GmbH pursuant to the provisions of the AIFMG in conjunction with the InvFG 2011.

The currently valid versions of the prospectus, the Information for Investors pursuant to § 21 AIFMG, and the key information document can be found on the website www.erste-am.com under “Mandatory
publications” and can be obtained free of charge by interested investors at the offices of the Management Company and at the offices of the depositary bank. The exact date of the most recent publication of the
prospectus, the languages in which the key information document is available, and any other locations where the documents can be obtained are indicated on the website www.erste-am.com. A summary of the
investor rights is available in German and English on the website www.erste-am.com/investor-rights and can also be obtained from the Management Company.

The Management Company can decide to suspend the provisions it has taken for the sale of unit certificates in other countries in accordance with the regulatory requirements.

Note: You are about to purchase a product that may be difficult to understand. We recommend that you read the indicated fund documents before making an investment decision. In addition to the locations listed
above, you can obtain these documents free of charge at the offices of the referring Sparkassen bank and the offices of Erste Bank der oesterreichischen Sparkassen AG. You can also access these documents
electronically at www.erste-am.com.

N.B.: The performance scenarios listed in the key information document are based on a calculation method that is specified in an EU regulation. The future market development cannot be accurately predicted. The
depicted performance scenarios merely present potential earnings, but are based on the earnings in the recent past. The actual earnings may be lower than indicated. Our analyses and conclusions are general in
nature and do not take into account the individual characteristics of our investors in terms of earnings, taxation, experience and knowledge, investment objective, financial position, capacity for loss, and risk tolerance.

Please note: Past performance is not a reliable indicator of the future performance of a fund. Investments in securities entail risks in addition to the opportunities presented here. The value of units and their earnings
can rise and fall. Changes in exchange rates can also have a positive or negative effect on the value of an investment. For this reason, you may receive less than your originally invested amount when you redeem
your units. Persons who are interested in purchasing units in investment funds are advised to read the current fund prospectus(es) and the Information for Investors pursuant to § 21 AIFMG, especially the risk
notices they contain, before making an investment decision. If the fund currency is different than the investor’s home currency, changes in the relevant exchange rate can positively or negatively influence the value of
the investment and the amount of the costs associated with the fund in the home currency.

We are not permitted to directly or indirectly offer, sell, transfer, or deliver this financial product to natural or legal persons whose place of residence or domicile is located in a country where this is legally prohibited. In
this case, we may not provide any product information, either.

Please consult the corresponding information in the fund prospectus and the Information for Investors pursuant to § 21 AIFMG for restrictions on the sale of the fund to American or Russian citizens.

It is expressly noted that this communication does not provide any investment recommendations, but only expresses our current market assessment. Thus, this communication is not a substitute for investment
advice, does not take into account the legal regulations aimed at promoting the independence of financial analyses, and is not subject to a prohibition on trading following the distribution of financial analyses.

This document does not represent a sales activity of the Management Company and therefore may not be construed as an offer for the purchase or sale of financial or investment instruments.

Erste Asset Management GmbH is affiliated with the referring Sparkassen banks and Erste Bank.

Please also read the “Information about us and our securities services” published by your bank.
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