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he third quarter proved very challenging for small and mid caps in the

emerging world. After keeping up with the MSCI Emerging Markets
index in recent quarters, Carmignac Emerging Discovery's performance
indicator (50% MSCI Emerging Markets Mid-Cap and 50% MSCI Emerging
Markets Small-Cap) underperformed, shedding 18.87% compared with
17.00% for the global index. In this context marked by investors” loss of
appetite for less liquid stocks, the Fund nevertheless managed to restrict its
losses to 13.91% over the quarter.

This outperformance was largely made possible by the defensive qualities of
the consumer stocks in our core portfolio. As highlighted in previous reports,
one of our fund managers’ favourite themes is long-term investment in
consumer companies with low capital requirements but a well-established
position in the market. Without losing sight of the fact that small caps are
more vulnerable by nature, we think that these stocks' ability to generate
cash flows helps to shore up performance in periods of market downturn.
The portfolio’s most resilient stocks include Gudang Garam, the only
major Indonesian cigarette manufacturer to have remained independent,
and President Chain Stores, which manages a chain of local «7-11»
stores in Taiwan and various regions of mainland China. Both companies
hold significant market share in countries where the domestic economy has
remained robust. Dairy Farm, which also manages the «7-11» franchise in
China as well as in Hong Kong and Singapore, is another stock that has held
up well, reflecting the ability of local stores to meet the demand of a booming
urban middle class.

During the quarter, we paid visits to other players in the consumer sector: CP
Food in Thailand and Sa Sa and Emperor Watch in Hong Kong. CP Food's
strategy of increasing its value-added by expanding its frozen food range and
developing its own distribution network has been a resounding success. As
for Sa Sa, its cosmetics are so popular with Chinese tourists visiting Hong
Kong that the company’s management has told us its main concern is to
ensure that crowded stores do not deter customers. All this in stark contrast
to Europe’s gloom and the global economic slowdown, and thus confirms the
very strong consumer spending growth in emerging countries.

The infrastructure sector also performed well in the third quarter, examples
being the Philippine port operator International Container Terminals
(ICT) and the Sri Lankan hotel group John Keells. We took advantage of
a brief trip to Manila in September to visit ICT. For us, this confirmed the
potential for growth following the end of the Sri Lankan civil war —a factor
which prompted our initial investments two years ago.

The Fund also benefited from the strength of the African gold mining group
Semafo at a time when a fair number of stocks in the commodity sector were
experiencing heavy turbulence. Our exposure to the natural resources sector
was down to just 15% at the end of the quarter and the component primarily
comprised gold miners (5%) and cement manufacturers (4%): Indocement
and Holcim, two stocks that are likely to receive a boost from the great
infrastructure needs in Indonesia and the Philippines respectively.

The biggest disappointments were our South Korean and Indian small caps.
Our positions in Korean electronic display specialists Melfas and Silicon
Works came under further pressure, while the food container manufacturer
Lock & Lock suffered a setback on account of profit-taking. Our main holdings

€884.26
£74.93

in India, Apollo Tyres and Rolta (software), were also caught up in turmoil
although their fundamentals were unaffected. Banco Macro also tumed in a
disappointing performance. This is the only Argentinean stock in the portfolio.
Indeed, we closed our ather positions after a visit to the country in June, as we
felt there was less chance of an improvement in political governance. Although
Latin American markets did struggle over the quarter, recent contact with the
management at some of the companies with the heaviest weightings in the
portfolio such as CCU (bottling, Chile) and Amil Participacoes (healthcare,
Brazil) reassured us about their business prospects.

We took advantage of the holiday period to review the whole portfolio,
redirecting its focus on companies with above-average cash flows.
Accordingly, we sold a number of stocks that had lost their appeal in the
current climate, such as Saraiva (consumer sector, Brazil) and Pampa Energia
(utilities, Argentina). As a result, few adjustments are likely to be made to
the Fund over the coming months. We trimmed the weighting of peripheral
markets slightly (to 28%) as a precautionary measure. However, we have no
intention of lowering it any further as this theme remains a key part of our
strategy. For long-term investors, Carmignac Emerging Discovery continues
to offer very attractive opportunities to invest in growth stocks from the four
comners of the emerging world.

Top performers over the quarter include:

Stocks Performance
Semafo, gold, Burkina Faso +18%
Gudang Garam, tobacco, Indonesia +5%
President Chain Store, food retail, Taiwan +5%
Dairy Farm, food retail, Singapore +4%
John Keells Holdings, hotels, Sri Lanka +2%
Performance of the Fund since launch
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*50% MSCI EM Mid Cap (EUR) + 50% MSCI EM Small Cap (EUR)

Please note that past performance is not a guide to future performance
and that it may fluctuate over time.
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Since Since
Accumulated performance (%) 31/12/2010 3 months 6 months 1 year 3 years 5 years 10 years the first NAV
Carmignac Emerging Discovery -24,63 -13,91 16,87 —16,95 32,97 - - -11,57
Reference indicator* 27,04 -18,87 21,24 —21,30 36,11 = = —18,72
Category average** -22,72 —-15,90 —18,61 —15,74 17,14 - - -19,95
Ranking (quartile) 1 1 1 1 1 - - 1
*50% MSCI EM SmallCap (Eur) + 50% MSCI EM MidCap (Eur)
**Emerging Markets Equity.
Please note that past performance is not a guide to future performance and that it may fluctuate over time.
I Portfolio Carmignac Emerging Price in Total % ofnet
Quarterly gross performance contribution (%) Discovery at 30/09,/2011 local currencies  value (€) assets
) Equity & Bond cu"ency CASH, CASH EQUIVALENTS AND DERIVATIVES OPERATIONS 3097 587.80 1.29
Portfolio Derivatives  Derivatives 1otal CASH (INCLUDING COLLATERAL CASH FROM DERIVATIVE POSITIONS) 3097 567.80 129
1477 126 0.06 _13.45 EQUITIES 237 543 536.53 98.71
Latin America 70970 504.37 29.49
2750586 ALICORP (Peru) Consumer Staples 550 4065415.19 1.69
I - o 1 3 352 040 ALMACENES EXITO (Colombia) Consumer Staples 22 960.00 3132561.15 1.30
tatistics (%) yean pears 510040 AMIL PARTICIPACOES SA (Brazil) Health Care 16.75 3430 234.29 143
g SliEEhlen . Grpes  mions
i olombia Inancials I b d
gﬁg(rigéngﬁa/obtlhly 1?32 Zggg 98 277 BANCO MACRO (Argentina) Financials 20.01 1465694.84 0.61
: : 868 704 CANACOL ENERGY LTD (Colombia) Energy 064 397 647.29 017
Beta 074 0.92 920510 CERVECERIA CCU (Chile) Consumer Staples 544420 7135282.80 297
Alpha —0.08 0.02 1786737 EMBOTELLADORA ANDINA (Chile)  Consumer Staples 210000 534230322 222
458 742  ESTACIO PARTICIPACOES (Brazil) Consumer Discretionary 16.50 3039 185.32 1.26
394 047 FLEURY (Brazil) Health Care 22.44 3550 386.33 1.48
100 000 FRANCO-NEVADA CORP (Mexico) Materials 37.91 271144012 113
Geographic breakdown (derivatives excluded) (%) 488 000 GENERAL SHOPPING BRASIL (Brazil) Financials 10.00 1 959 406.56 0.81
2450 343  GENOMMA LAB INTERNACIONAL (Mexico) Health Care 23.17 3059 726.40 1.27
Asia 876 518  GRAN TIERRA ENERGY (Colombia) Energy 477 3116 189.06 1.29
. . 482 553  HERING (Brazil) Consumer Discretionary 31.41 6120385.23 254
Latin America 330172  MULTIPLAN EMPREENDIMENTOS (Brazil) ~ Financials 34.85 462006151 192
Africa 206 762  OBRASCON HUARTE BRASIL (Brazil) Industrials 60.40 5014 324.06 2.08
Middle East 463143 PORTO SEGURO (Brazil) Financials 17.50 325434442 135
Eastern Europe '248 951 QUADRA MINING LTD (Chile) Materials 911 1622103.21 0.67
Cash fincluding collateral caZh G ARk b s
T[mm derivative positions) 252745 ANAPASS (South Korea) Information Technology 6550.00 1047 381.05 0.44
4225227 APOLLO TYRES (India) Consumer Discretionary 1.13 355265161 1.48
45000 ASIAN PAINTS (India) Materials 64.48 2162 716.70 0.90
19758 837 BANK NEGARA INDONESIA (Indonesia) Financials 3725.00 624084343 259
. 0 5 6220 110 BANK OF AYUDHYA (Thailand) Financials 20.00 2982 783.36 1.24
Sector breakdown (derivatives excluded) (%) 7589378 CHAROEN POKPHAND FOODS (Thailand) Consumer Staples 26.75 4867 697.95 2.02
31800000 CHINA FORESTRY HLDGS CO (China)  Materials 0.49 1491 842.83 0.62
Consumer Staples 785309 DAIRY FARM INTL (Singapore) Consumer Staples 8.50 5011797.64 2.08
L 24299036 EMPEROR WATCH AND JEWELLERY (China) Consumer Discretionary 0.95 2210103.04 0.92
Consumer Discretionary 864053 EROS INTL (indie) Consumer Discretionary 214 2146 964.78 0.89
Sl 1980410 GIANT MANUFACTURING CO (Taiwan) Consumer Discretionary 113.50 5497 331.39 228
1675067 GUDANG GARAM (Indonesia) Consumer Staples 52 500.00 7 456 707.67 3.10
Materials 24333131 HOLCIM (Philippines) Materials 851 352973569 147
5390889 ICTSIINT'L CONTAINER (Philippines) Industrials 46.80 4300519.04 1.79
Industrials 5772166  INDOCEMENT TUNGGAL PRAKARSA (Indonesia) Materials 14000.00 6 852 080.86 285
4782766  JOHN KEELLS HOLDINGS PLC (Sri Lanka) Industrials 1.87 6661 009.58 277
Health Care 234194 LOCK & LOCK (South Korea) Consumer Discretionary 32 100.00 4 428 528.28 1.84
. 207 202  MELFAS (South Korea) Information Technology 16 950.00 2 222 002.20 0.92
Information Technology 507738 NEWSATANPALM OLUMTED PapaNewGiresl ~ Consumer Staples 813 478998113 1.99
Energy 4572348  PHILIPPINE NATIONAL BANK (Philippines) Financials 46.60 3631949.71 1.51
2753 647 PORTS DESIGN LTD (China) Consumer Discretionary 12.04 3174 202.46 1.32
Telecommunication Services 1697 406 PRESIDENT CHAIN STORE (Taiwan) Consumer Staples 17350 7202 547.94 299
. . 1858750 ROLTA INDIA (India) Information Technology 1.69 2342185.70 0.97
cash Egﬂég‘rﬂ:{tj:cg sg;lﬁitgrﬁ; 14207 983  SA SA INTL HOLDINGS (China) Consumer Discretionary 469 6379771.78 2.65
2002551 SHANGHAI PHARMACEUTICAL (China) Health Care 16.96 3251691.27 1.35
243060 SILICON WORKS (South Korea) Information Technology 21450.00 3298 539.04 1.37
2496904 SJM HOLDINGS (China) Consumer Discretionary 14.10 3370 705.65 1.40
18105729 THAI BEVERAGE PUBLIC (Thailand) Consumer Staples 0.26 2640753.22 1.10
1357565 TRIPOD TECHNOLOGY CORP (Taiwan) Information Technology 80.80 2682 705.13 1.1
1370235 VOLTAS LTD (India) Industrials 227 2317767.26 0.96
1008583 ZHONGSHENG GROUP (China) Consumer Discretionary 12.38 1195 452.05 0.50
Africa 17607 188.10 1.32
1419524 CANACO RESOURCES (Tanzania) Materials 1.91 1939198.83 0.81
1038427 CLICKS GROUP (South Africa) Consumer Discretionary 37.64 3623791.13 151
1820382 GUINNESS NIGERIA PLC (Nigeria) Consumer Staples 217.95 1852 230.25 0.77
435207 MAURITIUS COMMERCIAL BANK (Mauritius) Financials 169.00 1890 290.71 0.79
84283001 SAFARICOM (Kenya) Telecommunication Services 2.95 1969 263.45 0.82
1023545 SEMAFO (Burkina Faso) Materials 8.65 6332413.73 263
Eastern Europe 14 218 333.20 5.91
109 557  ACRON (Russia) Materials 35.12 286772817 1.19
753230 BANKERS PETROLEUM (Albania) Energy 3.50 1885 566.64 0.78
1196739 CYFROWY POLSAT (Poland) Consumer Discretionary 14.94 4049 483.75 1.68
158 855 EURASIA DRILLING (Russia) Energy 18.25 2 160 768.99 0.90
63335 KRKA DD (Slovenia) Health Care 51.39 3254 785.65 1.35
Middle East 15 806 561.42 6.57
225149 ALMARAI (Saudi Arabia) Consumer Staples 22.93 3847904.98 1.60
477 395 ANADOLU EFES BIRACILIK (Turkey) Consumer Staples 2150 4114071.99 1.7
93960 JARIR MARKETING (Saudi Arabia) Consumer Discretionary 4573 3202301.34 1.33
155279 QATAR TELECOM (Qatar) Telecommunication Services 40.11 4642 283.11 1.93
PORTFOLIO VALUE 237 543 536.53 98.71

NET ASSETS

240 641 124.33 100.00




