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Based on market performance, volatility and flows, 2011 has often been referred to as a year of two halves.
As we approach the midpoint of 2012, can this year be called a first half of two parts?

During the first quarter of the year risk assets performed extremely well, helped in large part by intervention
from the European Central Bank (ECB), solid corporate results and surprisingly resilient economic data. Yet
risk aversion returned in April and May as investors became spooked by on-going eurozone sovereign debt
problems, less than stellar jobless claims in the US and weak industrial production numbers from China.

As we close the book on the first half of 2012, where do investors stand and what is the outlook for exchange
traded funds (ETFs)? Will we see a sharp recovery in market performance as witnessed in 2010 or will
investors be best served by more defensive positioning as in 2011?

PUTTING IT ALL IN PERSPECTIVE - ASSET CLASS
PERFORMANCE AND THE EUROZONE DEBT CRISIS
Before we move on to a detailed review of the performance,
investment themes and asset flows within the ETF world,

it is worth adding some context to the last several months,
indeed the last several years.

Figure 1 depicts the performance of bonds, cash

and equities — both global and eurozone — since the
beginning of 2010, around the time widespread concern
started to emerge about the long-term sustainability of
Greece's sovereign debt. Since then, other eurozone
countries have also found themselves in the firing line,
with Ireland, Portugal and now Spain receiving financial
assistance from the IMF and the European Union.

This chart tells an interesting story. Eurozone equities, as
one might expect given the region’'s economic travails,
have declined more than 15% since the beginning of
2010. Global bonds have performed strongly, advancing
31%, while global equities — large and small, developed
and emerging — have gained 23%. These double-digit
gains for global equities and bonds may surprise some
European investors who find themselves heavily
exposed to eurozone equities. True, much of the return
can be attributed to the weakness of the euro but, even
in US dollar terms, bonds have gained 13% and equities
have advanced 6%. In the low interest rate environment
of the last few years, returns generated by cash have
been meagre — only 2% cumulative since the beginning
of 2010 and negative in real terms.

The message of this simple chart is clear. Even in the
very difficult environment of recent years, investors
who remained entirely in cash have seen the value of
their investments decline in real terms, while those
who have taken on a little risk through a diversified
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global portfolio of stocks and bonds have generated
reasonable returns. With interest rates likely to stay
low for the foreseeable future —and below the rate of
inflation — investors who remain largely in cash face the
prospect of an extended period of negative real returns.

FIGURE 1: EQUITIES, BONDS AND CASH - CUMULATIVE
RETURNS SINCE JANUARY 2010 (% IN EURO)

40

Equities ——Bonds ——Cash ——Eurozone Equities

Source: Morningstar Direct, SSgA, 1 January 2010 — 31 May 2012. Cumulative total return in euros. Asset classes
are represented by the following indices: MSCI ACWI IMI Net Return (Equities), Barclays Multiverse Total Return
(Bonds), Euribor 1 month (Cash) and MSCI EMU Net Return (Eurozone Equities).

The serious economic problems and imbalances plaguing
the global economy have been long in the making, and, as
German Chancellor Angela Merkel is fond of saying, they
will not be resolved quickly. VWhile some may argue that
European policymakers have been slow to take action,
one must acknowledge the sheer scale of the challenge
ahead. The restructuring programmes required are further
complicated by the fact that most decision makers are
ultimately elected officials, accountable to populations
increasingly tired of the austerity measures implemented
over the last several years. The inability of Greek politicians
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to form a government in May, which required another poll
six weeks later, and the election of Francois Hollande as
President of France highlight the difficult position facing
elected leaders — they must ultimately maintain the support
of their people if they are to gain any traction in efforts to deal
with the crisis. There does seem to be the will to ensure that
no existing member state is forced out of the euro, but such
an outcome is no longer out of the question. This overhang,
combined with generally lacklustre economic growth
seemingly being made worse by private sector deleveraging
and public sector austerity, has contributed to a particularly
uneasy market environment prone to bouts of volatility.
Meanwhile, investors have swung from optimism — backed
up by low equity valuations, extraordinarily loose monetary
conditions, and generally strong corporate performance — to
extreme pessimism, which has contributed to a volatile and
largely range-bound equity market.

2012 INVESTMENT PERFORMANCE

During the first quarter of 2012, equities and other risk
assets built on the positive momentum that developed
towards the end of 2011, rallying sharply as investors
discounted a range of potentially negative economic
developments including a double-dip recession in the
US and a hard landing in emerging markets. Above

all else though, it was the perception that European
policymakers were moving towards a sustainable long-
term solution for the restructuring of Greece's sovereign
debt that buoyed investor sentiment. The ECB's Long-
Term Refinancing Operations (LTROs) also proved
successful in lowering the funding costs for banks,
reducing immediate systematic risks, and lowering bond
yields in some of the more troubled sovereigns such as
Spain and ltaly. As depicted in Figure 2, the aggressive
sell-off in May dragged down the performance of the
major equity indices to the extent that, year to date, the
broad European indices are roughly flat on the year.

Some indices, however, have recorded positive returns.
The MISCI ACWI IMI Index, one of the broadest
measures of global equity markets, covering all market
capitalisations across both developed and emerging
markets, gained 6% in euro terms (year to date ending 31
May) — admittedly driven by the euro’s weakness rather
than local currency market appreciation. US equities also
performed well in euro terms but, again, currency was a

significant factor in this result. After a strong first quarter,
emerging market equities retreated as the ‘risk-off’
environment led investors to pull back their exposure.

In addition, the UK, US and Euro HighYield Dividend
Aristocrats Indices tracked by SPDR ETFs offered

a measure of downside protection, evidenced by

their outperformance relative to comparable broad
market indices in April and May. With negative real
government bonds vyields in the US, UK and Germany,
it was somewhat surprising that these segments of the
bond market continued to perform well. But with the
eurozone seemingly on the brink, investors are clearly
still willing to sacrifice return for security.

In line with high yield bonds, other ‘riskier’ segments

of the bond market have also performed strongly year
to date, with corporate and emerging market bonds
gaining ground, particularly in euro terms. Investors
have poured money into these segments of the bond
market this year, attracted by the relatively wide spreads
to Bunds, Treasuries and Gilts. As always, the impact

of currency should not be overlooked when evaluating
bond market performance. For example, while high yield
bonds retreated in the two months ending 31 May, in
euro terms the Barclays Capital Global High Yield Index
(dominated by US dollar issues) actually gained 5.1%
over the period. Gold also sold off in US dollar terms,
but in euro terms is up almost 6% year to date.

WHAT DOES ALLTHIS MEAN FORTHETYPICAL
EUROPEAN INVESTOR?

An investor with a simple portfolio of 70% global
equities and 30% global investment grade bonds would
have generated a return of approximately 6% during the
first five months of 2012." Not at all bad, particularly

in the context of the on-going eurozone debt crisis,
sub-par economic growth and record low interest rates.
Look a little deeper though, and it becomes clear that
the depreciation of the euro rather than strong risk asset
performance is largely behind the solid investment
results generated by this hypothetical portfolio. We can
also see that, like last year, 2012 to date has been a year
of two halves — strong market performance until the end
of the first quarter followed by a bout of risk aversion
and quite severe equity declines.

1 Hypothetical portfolio of 70% invested in MSCI ACWI IMI (NR) Index and 30% in Barclays Capital Global Aggregate Index (TR). In EUR.
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FIGURE 2: MAJOR ASSET CLASS PERFORMANCE IN 2012

ASSET CLASS INDEX 2012YTD (%) Q2TO DATE (%)

Fixed Income

Q12012 (%)

Global High Yield Barclays Global High Yield (TR) 10.00 5.14 4.62
Euro High Yield Barclays Liquidity Screened Euro HighYield (TR) 8.82 -1.90 10.93
GBP Investment Grade Barclays Sterling Aggregate (TR) 777 798 -0.19
USD Investment Grade Barclays US Aggregate Bond (TR) 744 9.88 -2.23
USD Treasuries Barclays US Treasury (TR) 6.94 11.14 -3.78
Emerging Markets (Local Currency) Barclays EM Local Currency Liquid Government (TR) 6.34 1.23 5.04
Global Investment Grade Barclays Global Aggregate (TR) 6.06 7.86 -1.67
EUR Investment Grade Corporates Barclays Euro Aggregate Corps (TR) 5.96 0.25 5.70
EUR Investment Grade Barclays Euro Aggregate Bond (TR) 5.05 1.01 4.00
EUR Government Barclays Euro Aggregate Treasury (TR) 4.81 1.02 3.75
Equity

Real Estate DJ Global World Real Estate (TR) 13.94 3.16 10.45
US Mid Cap S&P MidCap 400 (NR) 10.81 0.54 10.21
US Large Cap S&P 500 (NR) 10.10 0.48 9.58
Emerging Markets Small Caps MSCI EM Small (NR) 9.36 -3.81 13.69
US Small Caps S&P SmallCap 600 (TR) 8.81 -0.32 9.17
European Small Caps MSCI Europe Small Cap (NR) 774 -6.86 15.68
Emerging Markets Asia MSCI EM Asia (NR) 749 -2.67 10.43
US Dividends S&P High Yield Dividend Aristocrats (NR) 6.72 3.65 3.07
Global All Cap (including Emerging Markets) MSCI ACWI IMI (NR) 6.00 -3.03 9.31

Global (including Emerging Markets) MSCI ACWI (NR) 5.71 -3.07 9.06
Emerging Markets MSCI EM (NR) 5.06 -5.52 11.20
UK Dividends S&P UK HighYield Dividend Aristocrats (TR) 3.69 -2.36 6.09
Japan MSCI Japan (NR) 2.99 -5.04 8.46
UK All Caps FTSE All Share (TR) 249 -3.62 6.34
Emerging Markets Latin America MSCI EM Latin America (NR) 0.58 -9.96 n7
Emerging Markets Europe MSCI EM Europe (NR) 0.01 -14.03 16.33
Eurozone Dividends S&P Euro High Yield Dividend Aristocrats (NR) -0.14 -9.28 10.08
Europe Large Caps MSCI Europe (NR) -0.39 -766 787

Emerging Markets Dividends S&P EM Dividend Opportunities (NR) -2.21 -792 6.20
Eurozone Large Caps MSCI EMU (NR) -3.23 -11.80 9.72
Commodities

Gold London Fix Gold PM (PR) 6.84 0.93 5.85
Commodities DJ UBS Commodity (TR) -4.16 -2.55 -1.66

Source: Morningstar Direct, SSgA, as of 31 May 2012. Return in EUR. TR = total return, NR = net return, PR = price return. Past performance is no guarantee of future performance.

2012 ETF INDUSTRY HIGHLIGHTS

At the end of May this year, European-domiciled
ETFs accounted for around €250 billion in assets
under management.

Equity ETFs remained the dominant category at
roughly 55% of total ETF assets. Within this, German,
US, Eurozone and emerging market equity ETFs each
contained more than €10 billion in assets at the end of
May. European, global, UK and Japanese equity ETFs
were also among the largest categories.

The proportion of ETF assets under management
allocated to equities has continued to shrink as
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investors embrace fixed income and commodity

ETFs. Commodity ETFs, mainly those tracking the
performance of gold, totalled more than €58 billion at the
end of May, representing 23% of European-domiciled
ETF assets, while fixed income ETFs represent around
17% of the overall market.

With much of the innovation in the mutual fund industry
taking place within the ETF world, new launches
continued at a high, albeit slightly slower, pace. Around
100 ETFs were launched in the first five months of
2012, covering the full gamut of asset classes from
broad market equities to more esoteric assets such as
volatility and hedge fund beta replication strategies.
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FIGURE 3: ETF ASSETS UNDER MANAGEMENT

BROAD ETF CATEGORY AUM (€ BILLION)

Equity 1378
Commodity 58.0
Fixed Income 417
Alternatives 9.1
Money Market 4.1
Asset Allocation 0.9
Commodities — Precious Metals 481
Germany Large-Cap Equity 19.9
US Large-Cap Blend Equity 18.3
Eurozone Large-Cap 16.0
Global Emerging Markets Equity M4
EUR Government Bonds 9.9
EUR Corporate Bonds 8.0
Europe Large-Blend 75
Global Large-Cap Blend 73
UK Large-Cap Blend 6.7

Source: Morningstar Direct, SSgA, as of 31 May 2012. Estimated assets under management for European
domiciled ETFs.

Long-term European-domiciled ETFs gathered
approximately €3.6 billion in new assets in the first
five months of the year. Following significant outflows
in 2011, investors returned to emerging market ETFs
during the first quarter. Despite modest outflows in
April and May, year to date, emerging market equity
inflows totalled €900 million, while ETFs tracking
emerging market bonds — both US dollar and local
currency — have attracted €800 million in new assets.
Broad emerging market equity ETFs gathered the
lion's share of the flows, but investors also allocated to
region-specific emerging market ETFs, most notably
those that track Latin American indices. Within the
SPDR ETFs range, both emerging market Asia and
dividend ETFs saw solid flows.

From a European investor’s standpoint, the trade

of 2011 was to 'buy Germany'. ETFs that track the
DAX experienced inflows of more than €12 billion
last year. Year to date in 2012, however, while there
was significant volume traded in DAX ETFs they have
experienced outflows of almost €1 billion.

Corporate bonds — both high yield and investment
grade — attracted significant investor interest in the

first five months of 2012 with inflows of more than €2
billion, thanks to favourable spreads and generally solid
corporate results. Dividend-based investment strategies
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continue to prove popular both in the US and in Europe,
with investors attracted to the defensive qualities

and the yield potential of high-quality dividend-paying
stocks. Within the SPDR ETFs range, the SPDR S&P
US Dividend Aristocrats ETF saw the highest level of
inflows, approaching €200 million year to date.

Europe's problems have certainly been reflected in ETF
flows so far this year. Of the top 10 outflow categories,
all but one represent European assets in one form or
another, from eurozone government bonds to eurozone
equity ETFs, highlighting the acute lack of confidence in
the region’s current prospects.

FIGURE 4:TOP 10 ETF CATEGORIES BY 2012 INFLOWS AND OUTFLOWS

ESTIMATED NET

ETF CATEGORY WITHTOP INFLOWS FLOWS (€ MILLION)

EUR Corporate Bonds 1,619
Global Emerging Markets Equity 892
GBP Government Bond 598
Alternatives (Volatility, Currency etc.) 482
Global Emerging Markets Bonds 457
USD High Yield Bonds 432
Global Large-Cap Blend Equity 397
Europe Large-Cap Blend Equity 384
US Large-Cap Blend Equity 381
Global Emerging Markets Bond — Local Currency 343

ESTIMATED NET

ETF CATEGORY TOP OUTFLOWS FLOWS (€ MILLION)

Eurozone Large-Cap Equity -1,945
EUR Money Market -1,259
Germany Large-Cap Equity -952
Switzerland Large-Cap Equity -444
France Large-Cap Equity -409
Sector Equity Communications -232
Asia ex-Japan Equity -207
Sector Equity Healthcare -192
EUR Government Bond -164
UK Large-Cap Blend Equity -155

Source: Morningstar Direct, SSgA, as of 31 May 2012. Estimated net European domiciled ETF flows. Morningstar
uses the estimated monthly method for calculating ETF category flows for European domiciled ETFs which involves
using beginning total net assets, ending total net assets and the market return.

EUROPEAN SECTOR PERFORMANCE AND
SECTOR ETF FLOWS

Sector performance is a useful gauge of market
sentiment and aggregate economic expectations.
Generally speaking, cyclical sectors, such as materials,
industrials and consumer discretionary, outperform
when investors are positive about the prospects

for the economy, while defensive sectors, such as
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telecoms and utilities tend to lead when expectations
are more subdued. Based on current flows, investors
seemed to view the turn of the year as something

of an inflection point in the cycle, with ETFs that

track financials, industrials, materials and technology
sectors experiencing the highest demand. But looking
at performance, the story was mixed, with consumer
discretionary and industrials stocks outperforming
together with stocks in the more defensive consumer
staples and health care sectors. Despite the problems
facing Europe’s banks, ETFs tracking the financials
sector once again attracted the highest volume of
inflows, potentially reflecting a perception of reduced
risks following the ECB’s LTRO initiated towards the
end of 2011. It may also indicate that some investors
view individual stock risk as too high, so are choosing
to maintain exposure to the sector via financials ETFs.

FIGURE 5: EUROPEAN SECTOR PERFORMANCE AND
SECTOR ETF FLOWS

EUROPE SECTOR PERFORMANCE RETURN (% IN EUR)

Consumer Discretionary 10.22
Consumer Staples 5.01

Health Care 2.54
Industrials 227
Technology 116

Materials -0.77
Financials -3.06
Utilities -6.76
Energy -8.00
Telecom -8.24

ESTIMATED NET

EUROPE SECTOR FLOWS FLOWS (€ MILLION)
Sector Equity Financial Services 120
Sector Equity Industrial Materials (Industrials and Materials) 68
Sector Equity Technology 16
Sector Equity Utilities -22

Sector Equity Consumer Goods & Services

(Consumer Staples and Discretionary) 59
Sector Equity Energy -141
Sector Equity Healthcare -192
Sector Equity Communications (Telecoms) -232

Source: Morningstar Direct, SSgA, as of 31 May 2012. Estimated net European-domiciled sector ETF flows.
Morningstar uses the estimated monthly method for calculating ETF category flows for European domiciled
ETFs which involves using beginning total net assets, ending total net assets and the market return. Sector
performance is based on MSCI Europe sector indices (NR).
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SPDR ETFS FLOWS

Flows into SPDR ETFs were strong during the first five
months of the year, totalling approximately €875 million
and representing nearly 25% of net new industry-wide
asset growth. As noted earlier, the SPDR S&P US
Dividend Aristocrats ETF proved most popular with net
new asset growth of almost €200 million, illustrating the
appeal of high-quality dividend-based equity strategies.

As the first emerging market local currency bond ETF in
Europe, the SPDR Barclays Capital Emerging Markets
Local Bond ETF continued to experience solid demand
with inflows of more than €160 million. With on-going
weakness in the euro, an increasing number of investors
are looking towards emerging market local currency bonds
as a way to benefit from any further currency depreciation
while also raising the yield profile of their fixed income
portfolio. The recently launched SPDR Barclays Capital
Sterling Corporate Bond ETF has also experienced inflows
of more than €100 million year to date.

In line with the rest of the industry, the SPDR ETFs

with the largest outflows were euro bonds and equities.
Flows in and out of the SPDR MSCI Europe Sector ETFs
were rather modest year to date, with the telecoms and
materials ETFs seeing outflows of €7 million each.

FIGURE 6: TOP 5 SPDR ETFS BY INFLOWS AND OUTFLOWS

TOP 5 INFLOWS NET FLOWS YTD 2012 (€)

SPDR S&P US Dividend Aristocrats ETF 194
SPDR Barclays Capital Emerging Markets Local Bond ETF 166
SPDR Barclays Capital 1-5 Year Gilt ETF 131
SPDR Barclays Capital Sterling Corporate Bond ETF 100
SPD S&P 400 US Mid Cap ETF 67
SPDR Barclays Capital Euro Aggregate Bond ETF -30
SPDR AEX ETF 9
SPDR MSCI Europe Telecommunications Services™ ETF -7
SPDR MSCI Europe Materials™ ETF -7
SPDR MSCI ACWI ETF -5

Source: Morningstar Direct, SSgA, as of 31 May 2012.

ol
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2012 INVESTMENT REVIEW

A staggering reversal of market momentum occurred in
early 2012, with the worst performers of 2011 recording

the best returns during the first quarter of this year. Strong
economic results helped market sentiment in the first three
months of 2012, as quantified by the Citi Economic Surprise
Indices (see Figure 7). This was especially true in the US.
Heading into the year, it appeared that economists and
strategists were too bearish, with reported numbers coming
in better than most expected. However, these series have

a tendency to revert back to their mean and have fallen
considerably from their highs. It would seem that markets
have been comfortable reacting positively to betterthan-
expected economic news, but have generally reacted badly
when data has been in line with or worse than expectations.

FIGURE 7: CITIGROUP ECONOMIC SURPRISES INDICES
(JANUARY 2003 - MAY 2012)
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Source: FactSet, SSgA, as of 31 May 2012.

The Citigroup Economic Surprises Indices are quantitative measure of economic news. They are defined as
weighted historical standard deviations of data surprises. A positive reading suggests the latest economic data
has been better than consensus, while a negative reading suggests data has been worse than consensus.

——Emerging Markets

Another important driver of returns earlier in the year, and
arguably since the financial crisis of 2008, has been the
very loose monetary policy stance held by central banks
around the world. In the US, we have seen a base rate of
0-0.25%, quantitative easing (QE) and ‘Operation Twist’,
while in the UK, the base rate remains at an historical low
of 0.5% and the Bank of England has undertaken large
scale QE. In Europe, the ECB's LTRO seemed to take some
short-term contagion risks off the table as well as reducing
bank funding pressures and, temporarily, sovereign yields
in Spain and ltaly. Monetary authorities seem willing to take
more action, but have emphasised that monetary policy
alone will not solve the current economic crisis. Emerging
market growth is another key driver of market sentiment,
and nervousness persists about signs of a hard landing

in Latin America and Asia. The likelihood that China will

Precise in a world that isnt.

experience a hard landing seems to have diminished for
now, as the government seeks to engineer a modest and
manageable slowdown in its economy, but this remains a
key risk for the global economy in 2012 and 2013.

ASSET CLASS POSITIONING REVIEW

As outlined in our outlook at the start of 2012, we were
relatively constructive on the equity market due to low
valuations, solid corporate performance and very loose
monetary conditions, but noted that markets were likely to
remain volatile and highly correlated. Against that backdrop,
we encouraged investors to think about maintaining a
relatively cautious stance within the developed markets by
tilting towards higherquality, dividend-paying stocks. We
also had an eye towards divergences in economic growth,
with certain countries and regions seeing some dispersion
in growth data. In addition, we suggested that investors
may choose to seek out emerging markets for their
stronger growth prospects and the generally favourable
fiscal positions of their governments. In the first quarter,
emerging markets certainly benefited from investors’
increased risk appetite and the stronger growth prospects
they offer relative to their developed counterparts.
However, emerging markets, which are prone to bouts of
volatility when market participants look to reduce risk, have
suffered of late with investors moving towards markets
with more defensive characteristics.

With the persistence of a low interest rate environment,
we also thought investors could be well served by looking
for opportunities to increase their yield within fixed
income. Thus far, relative to Treasuries, high yield and
investment grade corporate bonds have proven to be a
strong place for investment. With improved balance sheets
and the lack of attractive yields from sovereign bonds, this
performance trend may continue.

2012 MID-YEAR INVESTMENT OUTLOOK

Earlier this year, the SSgA Economics Team indicated that
global growth is likely to be relatively muted, slowing from
3.9% in 2011 to 3.2% in 2012. Figure 8 highlights these
2012 forecasts for growth across selected countries and
regions. In the developed world, it is worth noting that
the US is expected to grow 2.2%, an increase over 2011
growth of 1.7%. However, eurozone growth is expected
to contract mildly, down 0.5%. Among Europe’s largest
countries, Italy is forecast to fare the worst in 2012,
contracting 1.7%. The developing world is expected to
slow from 6.2% growth in 2011 t0 5.2% in 2012.
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FIGURE 8: SSGA ECONOMIC SUMMARY OF REAL GDP GROWTH (ANNUAL PERCENTAGE CHANGE)

REAL GDP (ANNUAL PER CENT CHANGE)

TEN-YEAR AVERAGES HISTORY FORECAST*

1992-2001 2002-11 2010 201 2012 2013

World Growth 3.2 3.8 5.3 3.9 3.2 3.7
Advanced Economies (51.1)* 2.8 1.6 3.2 16 14 18
Us (19.1) 35 1.6 3.0 17 2.2 2.0
Euro area (14.2) 2.1 1.1 19 15 -0.5 0.8
Germany (3.9) 1.6 1.0 3.6 3.1 09 15
France (2.8) 2.0 1.1 1.6 17 0.4 0.9
Italy (2.3) 1.6 0.2 1.8 05 -1.7 0.0
Japan (5.6) 0.8 0.6 4.5 -0.7 22 1.6
UK (2.9) 3.1 14 2.1 0.7 0.2 14
Canada (1.8) 33 19 32 24 2.0 22
Australia (1.2) 3.8 3.0 25 2.1 34 3.0
Developing Economies (48.9) 3.9 6.5 75 6.2 5.2 5.7
Memo: G7 Economies (38.5) 26 13 3.1 14 15 16

Source: SSgA Economics Team, as of June 2012.

*Values in parenthesis represent the “purchasing power parity” share weights of world output, Source: IMF World Economic Outlook, April 2012. The above forecasts are estimates based on certain assumptions and analysis made by

SSgA. There is no guarantee that the estimates will be achieved.

With the first half of 2012 under our belts and these
forecasts as background, we continue to believe that
our base-case scenario of modest global economic
growth remains the most likely outcome over the
medium-term horizon. While the extreme market
moves experienced in the early part of the year

made it tempting to alter course and adopt a more
constructive outlook, we were hesitant to interpret this
as a signal that all was clear on the horizon. Likewise,
the escalation of the eurozone crisis and deteriorating
economic data and market confidence in recent months
has certainly buffeted confidence, but we are reluctant
to recommend a significantly more defensive posturing.

As always, diversification — across asset classes and
regions — should be front and centre in most investors'
minds. Where appropriate, we believe investors should
continue to emphasise high-quality dividend paying stocks

Precise in a world that isnt.

within their equity portfolios and move up the risk curve a
little through investments in corporate bonds within fixed
income. It would seem that emerging markets will almost
certainly remain volatile, but we believe the investment
case for local currency bonds and emerging market
equities is secular in nature and remains compelling.
Certainly, the risk of a dramatic eurozone exit has
increased with the difficulties Greece has faced in forming
a government and the hard line currently being adopted by
its creditors. But while Greece leaving the euro would not
now be a surprise, a disorderly exit with all its resulting
uncertainties would likely have a devastating impact on
market confidence. The worrying rise of bond yields in
Spain and ltaly of late has further dented confidence but,
as noted earlier, the will seems to be there to maintain the
current membership of the euro and increasingly, there is
acknowledgement that growth in the region is ultimately
going to help get the region back on its feet.
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CONCLUSION

Figure 9 illustrates the performance dynamics of equities,
represented by the MSCI ACWI IMI Index, over the last
two years, overlaid with equity performance year to date.
As we move into the second half of the year, investors can
be forgiven for sensing a bit of déja vu. Will this year end
up much like the last, with equities starting well, before
selling off aggressively over the summer period as worries
about the state of the global economy return? Or will
investors be rewarded for holding their nerve throughout
what is likely to be another action-packed summer?

With so much macro uncertainty on the horizon, the
temptation to maintain significant cash balances until
the global economy fully recovers is high, but with
interest rates at record low levels —and in many cases
negative in real terms — one must also accept that such
strategies are not without costs and risks of their own.
We believe investors should acknowledge the serious
challenges the global economy faces, but continue

to maintain a broadly diversified portfolio across a
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range of assets and regions. When the current macro
uncertainty starts receding, hopefully by year end,
navigating financial waters should become easier. In the
near term, however, it's still not clear whether smooth
sailing is on the horizon or if there are storms ahead.

FIGURE 9: MSCI ACWI IMI PERFORMANCE (% CUMULATIVE
RETURN IN EUROS, 2010, 2011 AND 2012YTD)
30
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Source: Morningstar Direct, SSgA, as of 31 May 2012. MSCI ACWI IMI (NR) cumulative performance in euros.
Past performance is no guarantee of future performance.
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ABOUT SPDR ETFS

Offered by State Street Global Advisors (SSgA), SPDR ETFs
provide professional investors with the flexibility to select
investments that are precisely aligned to their investment
strategy. Recognised as an industry pioneer, SSgA created
the first ETF in 1993 (SPDR S&P 500° ETF — ticker SPY US).
Since then, each new member of the SPDR ETFs family
has been built to reflect our intimate knowledge of the ETF
market and over 30 years of indexing experience. Today we
manage more than $305B in over 160 ETFs worldwide.?

We believe ETFs are about finding simple solutions to
precisely meet investors’ needs. This belief is reflected in
every member of the SPDR ETFs family. All of our ETFs are
physically backed, providing a simple, transparent way to

access each market segment.

SSgA is a global leader in asset management. The firm

is relied on by sophisticated investors worldwide for its
disciplined investment process, powerful global investment
platform and access to every major asset class, capitalisation
range and style. SSgA is the asset management business of
State Street, one of the world’s leading providers of financial
services to institutional investors.

BLOOMBERG PAGE

Enter SPDR <GO> to find us on Bloomberg.

1 SPDR S&P 500° ETF (SPY US) is not registered for sale in Europe.

2 Asof 31.3.2012.

CONTACT US

Visit www.spdrseurope.com.

Contact our SPDR ETFs Sales and Support team at
spdrseurope@ssga.com or +44 (0) 20 3395 6388.

Or call your local SPDR ETFs representative.
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+39 02 3206 6140

Middle East & North Africa

+971 (0) 4-437 2800

Switzerland
+41 (0) 44 245 7026

United Kingdom
+44 (0) 20 3395 6888

Important Information This document has been issued by State Street
Global Advisors Limited (“SSgA"). Authorised and regulated by the
Financial Services Authority/Registered No. 2509928. VAT No. 5776591
81. Registered office: 20 Churchill Place, Canary Wharf, London,

E14 5HJ. Telephone: 020 3395 6000. Facsimile: 020 3395 6350.

Web: www.ssga.com.

SPDR ETFs is the exchange traded funds (“ETF") platform of State
Street Global Advisors and is comprised of funds that have been
authorised by European regulatory authorities as open-ended UCITS
investment companies (“Companies”).

SSgA SPDRETFs Europs Iplc issue SPDR ETFs, and is an open-ended

Prospectuses as well as the latest annual and semi-annual reports
free of charge from State Street Global Advisors GmbH, Brienner
Strasse 59, D-80333 Munich. Telephone +49 (0)89-55878-400.
Facsimile +49(0)89-55878-440.

For Investors in Luxembourg This document is directed only at
sophisticated investors. In Luxembourg, the sale of the shares for
certain of the funds has not been authorised by the Commission du
Surveillance du Secteur Financier and, accordingly, those shares
have not been and may not be offered, directly or indirectly, to the
public in or from Luxembourg, unless the relevant legal and regulatory
requirements for public offerings have been complied with.

company with variable capital having liability
between its sub-funds. The Company is organised as an Undertaking
for Collective Investments in Transferable Securities (UCITS) under the
laws of Ireland and authorised as a UCITS by the Central Bank of Ireland.
SPDRETFsis a French open-ended investment company organised as
an Undertaking for Collective Investments in Transferable Securities
(UCITS) under the laws of France and authorised by the Autorité des
Marchés Financiers.
This documentis not, and under no circumstances is to be construed as,
anadvertisement or any other step in furtherance of a public offering
inthe United States, Canada or any province or territory thereof,
where the Companies are not authorised or registered for distribution
and where the Companies prospectuses have not been filed with any
securities commission or regulatory authority. Neither this document
nor any copy hereof should be taken, transmitted or distributed (directly
orindirectly) into the United States. The Companies have notand
will not be registered under the Investment Company Act of 1940 or
qualified under any applicable state securities statutes.
SPDRETFs may not be available or suitable for you. This
advertisement does not constitute investment advice or an
offer or soli to shares. The inthis
document is designed solely for use by sophisticated, professional
and institutional investors and any other persons should not rely
on this communication. You should obtain and read the Companies’
prospectuses prior to investing. Prospective investors may obtain the
current Prospectuses, the articles of incorporation, the Simplified
Prospectuses as well as the latest annual and semi-annual reports
free of charge from SSgA, or from www.spdrseurope.com.
For Investors in France This document does not constitute an
offer orrequest to purchase shares in SSgA SPDR ETFs Europe |
plc. Any subscription for shares shall be made in accordance with

Forl inthe Netherlands This communication s directed
atqualified investors within the meaning of Section 2:72 of the Dutch
Financial Markets Supervision Act (Wet op het financieel toezicht)
asamended. The products and services to which this

down as well as up and the return upon the investment will therefore be
variable. Changes in exchange rates may have an adverse effect on the
value, price orincome of an investment. Further, there is no guarantee an
ETFwill achieve its investment objective.

Theviews expressed in this material are the views of SSgA through the
period ended 31 May 2012 and are subject to change based on market

“Citi" is a registered trademark and service mark of Citigroup Inc.
orits affiliates, and used under license for certain purposes by
State Street Global Advisors, a division of State Street Bank and
Trust Company (“Licensee”). The SPDR Citi Asia Local Government
Bond ETF (the “Fund") s not sponsored, endorsed, sold or promoted
by Citigroup Index LLC("Citigroup Index") or any of its affiliates

and other conditions. Thi contains certain that

with Citigroup Index, “Citigroup”). Citigroup Index makes

may be deemed forward-looking statements. Please note thatany such
arenot f any future per andactual

results or developments may differ materially from those projected.

Risks associated with equity investing include stock values which may

fluctuate in response to the activities of individual companies and

general market and economic conditions

Investing in foreign domiciled securities may involve risk of capital loss

relates are only available to such persons and persons of any other
description should not rely on this communication. Distribution of this
document does not trigger a licence requirement for the Companies
or SSgA in the Netherlands and consequently no prudential

and conduct of business supervision will be exercised over the
Companies or SSgA by the Dutch Central Bank (De Nederlandsche
Bank N.V.) and the Dutch Authority for the Financial Markets
(Stichting Autoriteit Financiéle Markten). The Companies have
completed their notification to the Authority Financial Markets in
the Netherlands in order to market their shares for sale to the public
inthe Netherlands and the Companies are, accordingly, investment
institutions (beleggingsinstellingen) according to Section 2:72 Dutch
Financial Markets Supervision Act of Investment Institutions.

For Investors in Switzerland This document is directed at
qualified investors only, as defined by Article 10(3) of the Swiss Act
on Collective Investment Schemes (CISA) and Article 6 of the Swiss
Ordinance on Collective Investment Schemes (CISO). Certain of the
funds are not registered with the Swiss Financial Market Supervisory
Authority (FINMA) which acts as supervisory authority in investment
fund matters. Certain of the funds referenced herein have not been
authorised by the FINMA as a foreign Collective Investment Scheme
under Article 120 of the Collective Investment Schemes Act of June
23,2006. Accordingly, the shares of these funds may not be offered to
the public in or from Switzerland unless they are placed without public
solicitation as such term is defined by FINMA from time to time. In
relation to those funds which are registered with FINMA, Prospective
investors may obtain the current sales prospectus, the articles of

the terms and conditions specified in the complete Prospectus, the
Simplified Prospectus, the addenda as well as the Supplements.
These documents are available from SSgA SPDR ETFs Europe | plc's
centralising correspondent: State Street Banque S.A., 23-25rue
Delariviere- Lefoullon, 92064 Paris La Defense Cedex or on the French
part of the site www.spdrseurope.com. SSgA SPDR ETFs Europe | plc
is an undertaking for collective investment in transferable securities
(UCITS) governed by Irish law and accredited by the Central Bank
of Ireland as a UCITS in accordance with European Regulations.
European Directive no. 85-611 dated 20 December 1985 on UCITS,
asamended, established common rules pursuant to the cross-border
marketing of UCITS with which they duly comply. This common
base does not exclude differentiated implementation. This is why a
European UCITS can be sold in France even though its activity does not
comply with rules identical to those governing the approval of this type
of product in France. These compartments have been authorised to be
sold by the Financial Services Authority.
For Investors in Germany The offering of SPDRETFs by
the Companies have been notified to the Bundesanstalt fiir

icht (BaFin)in with section 132
of the German Investment Act. Prospective investors may obtain the
current sales Prospectuses, the articles of incorporation, the Simplified

Precise in a world that isnt.

., the simplified p aswell as the latest annual
and semi-annual report free of charge from the Swiss representative,
State Street Fund Management Ltd., Beethovenstrasse 19, 8027
Zurich, from the Swiss paying agent, State Street Bank GmbH Munich,
Zurich Branch, Beethovenstrasse 19, 8027 Zurich as well as from the
main distributor in Switzerland, State Street Global Advisors AG ,
Beethovenstrasse 19,8027 Zurich. Before investing please read the
prospectus, complete and simplified, copies of which can be obtained
from the Swiss representative, or at www.spdrseurope.com.

For Investors in the UK The Companies are recognised schemes
under Section 264 of the Financial Services and Markets Act 2000
(“the Act”) and are directed at ‘professional clients” in the UK
(within the meaning of the rules of the Act) who are deemed both
knowledgeable and experienced in matters relating to investments.
The products and services to which this communication relates are
only available to such persons and persons of any other description
should not rely on this cc ion. Many of the p

provided by the UK regulatory system do not apply to the operation
of the Companies and compensation will not be available under the
UK Financial Services Compensation Scheme.

Exchange traded-funds (ETFs) trade like stocks, are subject to investment
risk and will fluctuate in market value. The value of the investment can go

from in currency values, withholding taxes,
from differences in generally accepted accounting principles or from
economic or political instability in other nations.

Investments in emerging or developing markets may be more volatile
and less liquid than investing in developed markets and may involve
exposure to economic structures that are generally less diverse and
mature and to political systems which have less stability than those of
more developed countries.

Investments in small-sized companies may involve greater risks than in
those of larger, better known companies.

Bond funds contain interest rate risk (as interest rates rise bond prices
usually fall); the risk of issuer default; issuer credit risk; liquidity risk;
and inflation risk.

Investing in high yield fixed income securities, otherwise known as
“junk bonds", is considered speculative and involves greater risk of
loss of principal and interest than investing in investment grade fixed
income securities. These Lower-quality debt securities involve greater
risk of default or price changes due to potential changes in the credit
quality of the issuer.

The financial products referred to herein are not sponsored, endorsed,
orpromoted by MSCland MSCl bears no liability with respect to any
such financial products or any index on which such financial products are
based. The Prospectus contains a more detailed description of the limited
relationship MSCI has with SSgA and any related financial products.
AEXIndex®is aregistered trademark of Euronext N.V. or its
subsidiaries designating the index that it calculates and publishes.
Euronext N.V. and its subsidiaries in no way sponsor, endorse or are
otherwise involved in the issue and offering of the SPDR® AEX Index®
ETF. Euronext N.V. and its subsidiaries disclaim any liability to any party
forany inaccuracy in the data on which the AEX Index® is based, for any
mistakes, errors, or omissions in the calculation and/or dissemination
of the AEX Index®, or for the manner in which itis applied in connection
with the issue and offering of SPDR® AEX Index® ETF.

Barclays Capital is a trademark of Barclays Capital, the investment
banking division of Barclays Bank PLC (“Barclays Capital”) and has been
licensed for use in connection with the listing and trading of the SPDR
Barclays Capital ETFs. The products are not sponsored by, endorsed,
sold or promoted by Barclays Capital and Barclays Capital makes no
representauon regarding the advisability of investing in them.

“FTSE®”, “FT-SE®" and “Footsie®” are trademarks jointly owned by
the London Stock Exchange Plc and The Financial Tlmes Limited and
are used by FTSE International Limited ("FTSE”) under license. “All-
World", "All-Share” and “All-Small” and "FTSE4Good" are trademarks
of FTSE. The FTSE UK All Share Index is calculated by FTSE.FTSE
does not sponsor, endorse or promote this product and is not in any
way connected to it and does not accept any liability. All intellectual
property rights in the index values and constituent list vests in FTSE.
SSgA has obtained full license from FTSE to use such intellectual
property rights in the creation of this product.

no representation or warranty, express or implied, to the owners or
prospective owners of shares of the Fund or any member of the public
regarding the advisability of investing in i lly orinthe
Fund particularly, or the ability of the Fund to track the price and yield
performance of the Citi Asian Government Bond Investable Index

orthe ability of the Citi Asian Government Bond Investable Index

to track general bond market performance. Citigroup Index’s only
relationship to the Licensee is the licensing of certain information, data,
trademarks and trade names of Citigroup. The Citi Asian Government
Bond Investable Index is determined, composed and calculated by
Citigroup Index without regard to Licensee or the Fund. Citigroup

Index has no obligation to take the needs of Licensee or the owners

or prospective owners of the Fund into consideration in determining,
composing or calculating the Citi Asian Government Bond Investable
Index. Citigroup Index is not responsible for and has not participated in
the determination of the prices and amount of the shares to be issued
by the Fund or the timing of the issuance or sale of the shares to be
issued by the Fund or in the determination or calculation of the equation
by which the shares to be issued by the Fund are to be converted into
cash. Citigroup Index has no obligation or liability in connection with the
administration, marketing or trading of the Fund

CITIGROUPINDEX DOES NOT GUARANTEE THE ACCURACY
ORCOMPLETENESS OF THE CITI ASIAN GOVERNMENTBOND
INVESTABLE INDEX OR ANY DATA INCLUDED THEREIN, ORFOR

ANY COMMUNICATIONS, INCLUDING BUTNOT LIMITED TO,

ORAL ORWRITTEN COMMUNICATIONS (INCLUDING ELECTRONIC
COMMUNICATIONS) WITH RESPECT THERETO, AND CITIGROUP
INDEX SHALL HAVENOLIABILITY FOR ANY ERRORS, OMISSIONS
ORDELAYS THEREIN. CITIGROUP INDEX MAKES NO WARRANTY,
EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY LICENSEE,
OWNERS OR PROSPECTIVE OWNERS OF SHARES OF THE FUND, OR
ANY OTHER PERSON ORENTITY FROM THE USE OF THE CITIASIAN
GOVERNMENTBOND INVESTABLE INDEX OR ANY DATA INCLUDED
THEREIN. CITIGROUP INDEX MAKES NO EXPRESS OR IMPLIED
WARRANTIES, AND EXPRESSLY DISCLAIMS ALL WARRANTIES

OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
ORUSEWITHRESPECT TO THE CITI ASIAN GOVERNMENT BOND
INVESTABLE INDEX OR ANY DATA INCLUDED THEREIN. WITHOUT
LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL CITIGROUP
HAVEANY LIABILITY FOR ANY DIRECT, SPECIAL, PUNITIVE, INDIRECT,
CONSEQUENTIAL OR ANY OTHER DAMAGES (INCLUDING LOST
PROFITS), EVEN IFNOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES,
WHETHERIN CONTRACT, TORT, STRICT LIABILITY OR OTHERWISE.
“SPDR" is a registered trademark of Standard & Poor's Financial
Services LLC ("S&P") and has been licensed for use by State
Street Corporation. STANDARD & POOR'S, S&P, S&P 500 and
S&P MIDCAP 400 are registered trademarks of Standard & Poor’s
Financial Services LLC. No financial product offered by State
Street Corporation or its affiliates is sponsored, endorsed, sold

or promoted by S&P or its Affiliates, and S&P and its affiliates
make no representation, warranty or condition regarding the
advisability of buying, selling or holding units/shares in such
products. Further limitations and important information that could
affectinvestors’ rights are described in the prospectus for the
applicable product.
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