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Russell Investments 2012 Global Outlook:
Global deleveraging as backdrop for modest growth and
recovery

Volatility expected to continue in 2012; key risk to improved global market sentiment is Europe

LONDON — DECEMBER 15,2011 — Russell Investments' team of global investment strategists have released the
firm's 2012 Global Outlook in which they predict that global deleveraging will continue through 2012, noting that “it
took three decades for the developed economies to borrow too much money and it will take years to pay it back.”
Against this backdrop however, Russell forecast that investors can expect to see modest levels of recovery and
growth overall, driven by Asia and the U.S.

“The global markets in 2011 have played out consistently with our expectations and as we look ahead to 2012 we
anticipate continued volatility, especially as Western democracies reconcile the need for austerity with the need to
support economic growth and provide for rising outlays on entitlements. However, we do expect to see more clarity
around the impacts of the proposed solutions to this year’s headline-dominating policy issues globally,” said Pete
Gunning, Russell’s global Chief Investment Officer.

The 2012 Annual Global Outlook points specifically to four themes that Russell believes will have the greatest
impact on markets and asset returns in 2012:

1. Global deleveraging will continue to be the backdrop for economics, finance and politics for 2012.
Balance sheet recessions are typically followed by elongated, grinding and below-trend recoveries. Lower
standards of living, high unemployment, lower returns and higher volatility should all be expected.

2. The key risk to improved market sentiment in 2012 is the Euro. Given the fragility of the European banking
system, Russell considers potential European policy errors and inaction as the single largest source of systemic
risk and threat to global market sentiment.

3. Continuation of a square-root-sign-shaped U.S. economic recovery. Central to Russell’'s U.S. economic
forecast since 2009, the square-root-sign-shaped recovery is expected to continue into 2012 with gradually
improving news on the U.S. economy, ongoing strength of U.S. corporate earnings and expanding pockets of
private investment strength.

4. The expected modestly positive effect of the Chinese/Asian engine of growth. Chinese authorities have
just embarked on an easing cycle and Russell’s strategists believe China will likely achieve a reasonably soft
landing. Combined with other emerging-market easing, China and these emerging markets will, along with the
U.S., once again contribute as engines of growth for global gross domestic product (GDP).
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While Russell expects market volatility levels to remain elevated and corporate earnings to slow, the firm’s
investment strategists believe moderate profit growth will likely balance the scales to result in positive, albeit
modest, global share market returns in 2012. Specifically, Russell’s targets for the equity markets at the end
of 2012 are as follows:

o U.S. 10-year Treasury yield target: between 2.5 and 2.75 percent

¢ Russell 1000® Index target: 720

e S&P 500 Index target: 1300
These equity targets represents about a 10 percent increase from where the U.S. market stood in late November 2011.
A tentative balance of risks for 2012

For 2012, Russell proposes a central, highest-probability scenario that the two engines of the Chinese and U.S.
economies will ignite and drive global growth. Assuming this is the case, and if Europe can stabilize their deepening
sovereign debt crisis, Russell believes this will result in a notable positive for risk assets.

"While we are more confident on the U.S. and China forecast with each data release, we are acutely aware that
forecasting political outcomes is very difficult. We believe that Europe will remain a source of systemic risk," said
Gunning.

Russell believes that the ongoing crisis in Europe will likely also sap the strength of emerging market asset classes
- at least temporarily — as these emerging economies are weighed down by the tightening of credit globally, the
knock-on effects to growth and liquidity, and sustained risk aversion. Despite this, Russell expects that strong
fundamentals will mean that emerging markets will benefit from a return to risk.

What does this outlook mean for investors?

According to Russell, attention to every detail will matter more than ever for investors — every basis point earned
will be hard fought, and regional diversification will need to be firmly in place.

“Making gains this year will require an active, global, multi-strategy approach and identifying outperforming
managers in every sector and region will count more than ever,” said Gunning. “Gaining access to non-traditional
securities through alternatives will also be a key potential return enhancement strategy. In a world of increased
volatility and lower returns, a dynamic approach to investing to take advantage of opportunities as they present
themselves will increasingly become the norm for successful investors.”
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About Russell

Founded in 1936, Russell Investments is a global financial services firm that serves institutional investors, financial advisors and individuals in
more than 40 countries. Over the course of its history, Russell's innovations have come to define many of the practices that are standard in the
investment world today, and have earned the company a reputation for excellence and leadership.

Through a unique combination of wide-ranging and interlinked businesses, Russell delivers financial products, services and advice. A pioneer,
Russell began its strategic pension fund consulting business in 1969 and today is trusted by many well-known worldwide institutions for
investment advice. The firm has $163.4 billion in assets under management (as of 12/7/11) in its mutual funds, retirement products, and
institutional funds, and is well recognized for its depth of research and quality of manager selection. Russell offers a comprehensive range of
implementation services that helps institutional clients maximize their assets. The Russell Indexes calculate over 50,000 benchmarks daily
covering 65 countries and more than 10,000 securities.

Russell is headquartered in Seattle, Washington, USA with offices in Amsterdam, Auckland, Chicago, Johannesburg, London, Melbourne, New
York, Paris, San Francisco, Seoul, Singapore, Sydney, Tokyo and Toronto. For more information about how Russell helps to improve financial
security for people, visit us at www.russell.com.
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These views are subject to change at any time based upon market or other conditions and are current as of the date at the top of the page. The
opinions expressed in this material are not necessarily those held by Russell Investments, its affiliates or subsidiaries. While all material is
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deemed to be reliable, accuracy and completeness cannot be guaranteed. The information, analysis, and opinions expressed herein are for

general information only and are not intended to provide specific advice or recommendations for any individual or entity.

Please remember that all investments carry some level of risk, including the potential loss of principal invested. They do not typically grow at an
even rate of return and may experience negative growth. Investing in commodities, emerging markets and real assets present unique risks and
may be more volatile than other asset classes.

Forecasting represents predictions of market prices and/or volume patterns utilizing varying analytical data. It is not representative of a
projection of the stock market, or of any specific investment.

Russell Investment Group, a Washington, USA corporation, operates through subsidiaries worldwide including Russell Investments. Russell
Investment Group is a subsidiary of The Northwestern Mutual Life Insurance Company.

Russell Investments is the owner of the trademarks, service marks and copyrights related to its indexes.
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