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Monthly Update — December, 2011

Investment Outlook: From Safety to Relative Safety

If government debt of the largest economies in the world is deemed to no longer be safe, then

what is? The answer is multild and also somewhat individual. Safety, similar to wealth or for

that matter health, is a relative concept.

There is no absota wealth, nor is there absolute health or absolute safety. While asset pricing
Y2RSfa adAtt O2y (il AW NBES NYANSETYSMYyBNEKK S @ RA ANEP
long been tagged by occasional geometrically exploding uncertainty. Atikea of Tsarist Russia
GKSGKSNI LINPLISNIie ¢l & alF¥Ss 2N %AYolosSlEly T Ny
which is touted so energetically by commerciatijnded financial intermediaries, quickly takes on a

different and more sobering mearg. Similarly, ask a 1930s US citizen whether gold was safe,

before Roosevelt directed the imprisonment of up to 10 years for any person who secretly and
illegally held on to his bullion. What, then, is still safe today? Seemingly, the debt of higi qua
multinational companies has become the least risky asset class in some portfolios, often trading
AYaARS GKS @AStR OdNBSa 2F GKSANI NBaLISOGABS R2Y
companies, markets perceive some multinationals to a&eisthan countries. This perception is
presumably based on the fact that even during times of duress, countries will continue to compete
fiscally to attract the most important companies to set up and maintain domicile within their
jurisdictions. This copetition should, at least in theory, keep excessive multinational taxation

within limits and the contractual cash flows to bondholders intact.

TimeYl 3T AyS KFa 2dzAadG yIYSR (KS at NRPGSaGSNE (KS
stands for democrey deficits in many undemocratic regimes, and in the West she stands for

income inequality; therein we have another cause of uncertainty. Asset taxes for the wealthy are

the subject of intense debate and inevitably the last recourse for fiscal authoiritiasnumber of

nations. Again, the question remains: If income is taxed more, and bonds are subject to
restructuring, and acquired assets are potentially taxed every year, then what is safe? Our
conclusion is premised on the belief that ultimate safbfs to be aligned with the greater well

being or inalienable rights of a rapidly changing society, as anything contrary to this end is
vulnerable to appropriation or destruction by that society. Investing in enterprises that employ

people and generate seices or produce goods that are relevant are more likely to be relatively

safe. The enterprise here is embedded in a notion of the common good. However, investing in
companies that hold concessions from heavily lobbied government agencies lackingbbaszati

democratic support, or investing in enterprises whose main business strategy is to take advantage

of a temporary situation without contributing to the well being of society at large, may be much

riskier.

A very private and personal hedge againstithi NS OF f A0 NI GA2y 2F al F¥Sie g2
own education. This arguably allows for the understanding and mapping ofpattighat is more

aware and possibly richer in understanding the nuances and delicacies of life and its corgllaries
eveNE 2y SQa AylFfASYlIofS NRARIKIGOD CNRY | GAYAYy3 LX
opposed to deferred uncertain consumption may also be a path to reduce tis& opposite of
GRSTSNNBR @Bang afdheé feliy ahargcteristics that consistly separates animals and

humans- as my colleague recently pointed out to me. Wealth and assets are necessarily safer
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when they are part of the economic metabolism as opposed to sitting in the pantry. Equity of the
right enterprises certainly is moréely an integral part of the former, not the latter. Cash in the
bank or stored wealth for future consumption is an obvious targether to the consequences of
monetary repression, such as crawling inflation, or to crawling fiscal expropriation.
During 2011, volatility and correlations prevented many of our investments from asserting their

claim on what we consider appropriate valuations.

In most cases our thematic milestones have

been met¢ as we outline throughout the remainder of this letterbut nevertheless, the market

has remained focused on more immediate and potentially overwhelming matters, which obscured
Ay @Saiz2NaQ -erthhdrdatic¥alue drigeys 3 WeNwitnessed a similar situation before in
To better illustrate the evaohg sources of uncertainty and their path toward higher
volatility, we have mapped below the main events of volatility/uncertainty over the past few years.

2008.

Nature of uncertainty: from micro to macro to political (VIX Index, 2003 ¢ present)
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This execise raises the important question of whether the challenges to the thematic strategy will
continuer that is, thenature of uncertainly that translated into higher volatility and consequently a
higher VIX. Our view is very simple: The nature of uncéytass migrated from relatively small

and relatively local sources, such as SARS in late 2003, to very large and globally relevant questions,
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isolated eventgo questions of supranational sustainability, we may have arrived near the end of a
road of sources of uncertainty. While the future will certainly bring new and unforeseen
challenges, the past five years have brought a series of progressively largenaretedented
crises whose novelty and scale would be difficult to match over the next five years. Although the
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through with a potential narrowing but deeperg core union is probably not priced into the global

equity markets.

summarized terms:
(1) The economies of core Europe are in reasonable shape when compared to the rest of the
world. Budget deficits and debt/GDP ratios are better in many casdse European
economy has the potential to be more resilient and diverse than many other economic
areas (US: consumeentric; China: reliant on capital investment; Australia: resource

centric; etc.).

Given the current importance of this subject, we share our view on Europe in
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(2) The European periphery is less well equipped to sustain its debt. Greece already has been
marked down in most books and as such it is most likely tivdaged as a postmortem. In
our view, a more aggressive restructuring here would have helped and may still happen.
The concern that not enough real pain was taken in Europe could have been mitigated early
on if debt haircut incrementalism had not beehe prevailing policy of the ECB/EW
unilateral Greece steput after a potential change in government in April still leaves room
for significant uncertainty, as there is no clearly defined exit mechanism for a member.
The main residual risk for Grezthus centers around the when and how of a potential exit,
and less the economic impact.

@LilrfeqQa ySi @¢2NIK Aa O2yaARSNIo6ftS RdzsS (2 (K¢
economy, but fiscal implementation is key. So far, the new governrigentoving in the
right direction. Italy has a large funding schedule for 2012 and market access is important.
If growth fails to materialize, additional fiscal austerity measures will be needed to
compensate, which could initiate a now familiar viciayle. Alternatively, if credible
fiscal measures are announced and growth expectations o1 5% materialize, a positive
trajectory could begin, causing yields to decline. The most recent ECB bank funding
program is one of the first countaryclicalmeasures taken by poliapakers. The challenge
of collecting more taxes from a heavily cdsised economy, dominated by small and
mediumsized enterprises, is formidable. But it could be here where outcomes positively
surprise debt markets. Conversdligly has an abysmal growth record. Without growth, it
will be more difficult to reestablish debt sustainability.

(4) European asset prices have begun to reflect both an inalaifitya lack of willingness to
resolve the crisis.We do not share the latteview. While there is a visible lack of
willingness from the UK, this may be a blessing in disguise as MiakalzyDraghi (or
more broadly known as the core of the Frankfurt Group) now have an even larger incentive
to truly work together and prevent @ detractors in the UK from seeing Europe falter.

(5) We believe the ECB will not be able to step away from a more expansionaryTitode.
current treaty renegotiation will make this more politically acceptable, and intervention will
be justifiable on the &sis of maintaining financial market stability while important
economic, structural and political reforms and processes are undenltdg.important to
note that German policy makers playing hardball with the ECB/Europe is a natural strategy
in any negattion. If a party never shows its willingness to walk away from the table, it has
very little power to assert its goals. The market should read this dynamic in a more nuanced
way. We note that a less incremental expansion (see US as a comparisonrnalphave
prevented the continuing uncertainty.
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ECB Balance Sheet (billion EUR) Federal Reserve Balance Sheet (in trillion USD)

Bloomberg T

(6) Europe is not the only region with debt sustainability questions; indeed, the US and Japan
are also at serious risk if markets expect a real rate of return commensurate with the risk of
holding their debt. We assessed debt sustainability in the 25 mosihlyi indebted
countries, composing about 55% of the world economy. We computed that there is
approximately USD 11 trillion too much debt outstanding, much of it residing outside of
Europe. (We can share our empirical research upon request).

(7) The curret advantage of Europe is the relative urgency with which treaties and
convergence towards initial steps of fiscal union were taka&his will not be a crisis
graitSR® .dzi ra Frfgreas LREAGAOALNya gAfft O2Y
Euwobonds only when the perception of inactivity carries a higher or almost infinite cost. In
the meantime, pending French elections will make a grand Fr&@sman deal unlikely as
Sarkozy will seek to have his mandate confirmed first.

(8) As always, every sliussion about Europe has to be assessed in light of what is already
implied in asset pricesThere could be a situation under which there will be a gradual
deepening and narrowing of the European Unidfthile the market may first label this a
GRAARNVESEANE 65 s2df R F NBdzS GKFG AG s2df R Y2N
European economies while giving some peripheral nations more flexibility to adjust their
level of prices in assets, services and labor.

(9) The core problem of Europe is its fleSouth balance of payments deficit (which is an
oxymoron, as it theoretically does not exisBut in the case of many Southern European
economies, the current accourdnd capital account deficits have led to a transfer of
monies and resultant increasan prices of labor and asset$his is more likely to reverse
in the future as competitiveness needs to be restored and public entitlements need to be
curtailed. In the meantime, we expect prices of labor and assets in Northern Europe to
increase.
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The focus for December was again on Europe, as European Union leaders met for a two day
summit to discuss closer political and economic coordination, as well as other measures to restore

market confidence and stabilize the euro currenche Tmarket initially responded positively

G261 NRa (GKS 2dz2i02YSa 2F GKS 9dzNRBLISIY fSFERSNBRQ &
additional $200bn to their bailout fund while also agreeing to tighter -deficit rules. Despite

initial optimism, marketsubsequently traded lower as investor questioned whether the measures
announced at the summit went far enough. Adding to the negative sentiment was rating agency
a22ReQa AYRAOFGAY3I (KIFG GKS adzyYAl 2FF&NBR f AGGH
Credit downgrades across the EU member states. Also in December, the ECB cut its key interest

rate by a quarteqpercentage point to 1%. The central bank was widely expected to cut its rates by

up to 0.5%, as the risk of a broad recession in Europgraes to rise.

Meanwhile, conditions outside of the Continent remain relatively robust. US economic activity
remained resilient in December and continues to outpace expectations. This includes declines in
weekly claims for unemployment benefits, risiognsumer confidence and an uptick in new home
construction. Notably, initial jobless claims continued their positive trend, reaching their lowest
level since June 2008. In China, growth is cooling but not much more than expetgat figures

out in Deember, including IP and retail sales, were in line with expectations. Meanwhile, inflation
continues to fall (the latest reading came in at +4.2%, below expectations of +4.5% and off
meaningfully from the +6.5% hit over the summer), providing leeway ferRBOC to continue
easing policy.

Elsewhere, geopolitical tensions in East Asia, especially the Korean peninsula increased as the
North Korea media reported on December 19th that its leader Kim Jong IL had passed away.

Investment Commentary

In a reflecton of the broader market environment in December 2011, four of our themes
contributed to performance, among them Personalized Medicine and Security. The Supply Chain
52YAYlI YOS YR 5A&aSldzAf AoNAI GKSYSa 6SNB (KS Y
performance.

Roche Holding AG, the Switzerlamased global pharmaceutical company, was the leading
contributor in our Personalized Medicine theme, which targets companies exposed to the
exponentially improving economics of genetic analysis and the consequeatigar shift in
YSRAOAYS FTNBY GRAIFI3Iy2aS |yR GNBIGéE G2 AaLINBRAOI
of its pivotal Phase Il study for a new cancer drug (Pertuzumab in-ptisSRi2e metastatic breast

cancer) ¢ progression free survival extended tan impressive 18.5 monthst KS O2 YLJ y & Qa
personalized melanoma drug, Zelboraf, also received a positive European opinion following the

FDA approval in Augustvastin, another major drug of Roche, also won EU approval for the
treatment of newly diagnasd ovarian cancerRoche has now delivered 21 successful clinical trial

results over the past yearRoche also was named as a corporate partner for the recently
Fyy2dzyOSR bSg¢g ,2N] DSy2YS /SyiSNI GKIG gAtf 2LISy
commitment to personalized medicine science. Qiagen was a slight detractor during the month,

mainly due to weaker governments, academic funding concerns for life sciences R&D and
increased competition in the US HPV testing market.

The Security theme, which seeks companies providing physical security, biological security, wealth
preservation security or data security, had one of the main contributors to the strategy in the

month under review in Julius Baer Group. The company isdinlgeéswiss private bank with a

singleline focus on wealth management which allows us to invest in the theme of growing global
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demand for financial security. Julius Baer contributed positively to performance as Germany and
Switzerland signed a tax treatpéat removes uncertainty for German offshore private banking
clients. The company also reported strong net new money inflow of &%he top of its guidance

and above the industry peers.

The Supply Chain Dominance theme detracted from performance inniegemainly due to its
holding in Volkswagen. Samsung Electronics and JPMorgan contributed to the performance of this
theme, which seeks to invest in large dominant franchises that are likely to capture opportunities
in margin and market share. Volkswagarares fell in December after rising 27.6% in the first two
months of the quarter. The negative contribution in December was also driven by a translation
effect as the Euro weakened versus the dollar, although a weaker euro is fundamentally positive
for VWQ & 0 dza A y SfawashdrivieiKby rede®dd toncerns over the European macro situation
and its potential impact on 2012 auto demand, although VW continued to post strong vehicle
delivery numbers. VW significantly outperformed the global auto mark@oitilL and we believe

that it will continue to post solid margins in the quarters ahead, surpassing analyst estimates.
Samsung Electronics performed solidly, with strong results and continued momentum of
smartphone sales. The company became the number ohi@gasmartphone manufacturer in the
world during the quarter.We believe the company remains undervalued as the transition from
the cyclical PC memory market to the secular growth mobility market (smartphone and tablet)
continues.This will warrant a newaluation level more comparable to franchise companies in the
technology sector rather than DRAM manufacturers.

Metro AG, the German based retailer best known for its easthcarry stores as well as
department stores, superand hypermarkets and conswer electronic stores was the main
detractor in our Disequilibria theme, which seeks companies facing rapid changes in industry
dynamics. The company surprised markets by lowering its full year guidance on a weaker than
expected start to the important Chatimas season. Metro has recently appointed a new top
management team (CEO and CFO) that, in our view, will lead to a restructuring of the
conglomerate structure of the company which is not yet implied in the market valuation. Calpine
Corporation, the US ls&d power generator, performed strongly in December and contributed to
the performance of the Disequilibria theme. Calpine is poised to benefit from expanding heat
rates in its primary market, Texas, due to a strong regional economy as well as upcoming
shudowns of coaffired power plants. CPN is financially hedged against natural gas price
movements in the short term, and has an attractive portfolio of clean, modern natural gas assets
which GTP believes are undervalued by the market given developmenégutation and the
energy markets, which are improving the relative position of natural gas vs. coal as an electricity
feedstock.

Page 6 of 9

DWS

INVESTMENTS

Deutsche Bank Group



A member of
Deutsche Bank Group /

Portfolio of DWS Invest Global Thematic Fund (Underlying Fund)

Top 10 Holdings
Top 10 Holdings Country Theme Weight (%)

10 Highest 23.24
Laboratory Com. of America Holdings Unitsd States 3.06
Unilever N.V. Netherands 2.93
E ricsson LM Swveden 2.65
Life Technologies Comp United States 237
Exxon Mobil Com. United States 2.08
Williams Companies Inc United States Diseguilibna 2.07
Erste Group Bank AG Austna Disequilibna 2.05
Deutsche Post AG Germany Priate/Public Partnerships 2.02
ICICl Bank Lid ndia Indian Ocesan 2.01
Samsung E lectronics Co. Lid South Korea Supply Chain Dominance 1.99

Positive and negative contributors

Contributors Theme Ending weight ( %)
10 Highest

Calpine Cormp. Disequil 1.74
Semen Gresik (Persero n 0.73
Julius Baer Gruppe AG Se 1.5
E xxon M obil Com. = 2.08
Roche Holding AG Personalized M edicine 1.68
Samsung E lectronics Co. Ltd. Supply Chain Dominance 1.58
Apple Inc. Talent & Ingenuity 1.51
JPIMorgan Chase & Co Supply Chain Dominance 1.27
VWilliams Companies Inc Disequilibria 2.07
Deutsche Post AG P nvate/Public Partnerships 2.01

Detractors Theme Endinag weiaht ( %)
10 Lowest

Diseguilibria 115
Supply Chain Dominance 1.71
Asymmetric Negotiators 1.88
ndian Ocean 2.0
Indian Ocean 0.00
Disequilibria 20
Market Hedge 00
Disequilibria 0.00
Disequilibria 2.66
nc. Large Units/Bottom Billion 0.47

Data as of 2/31/2011

Source: Fund Factsheet * Past performance is not indicative of future performance. Holdings and Weights are
subject to change without notice
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Geographic distribution

G eographic distribution

Portfolio Benchmark Portfolio  Benchmark

Europe 28.14 27.22  Asia/Pacific Ex Japan 11.04 5.56
Zustna 2.44 0.10 China 2.9 0.02
Denmark 1.15 0.42 Hong Kong 0.35 1.18
France 0.77 3.67 Indi 2.68 0.00
Germany §.98 3.29 Indonssia 0.73 0.00
Sreece 0.18 oos South Korsa 280 0.00
Netherlands 8.20 1.21 Taivan 1.21 0.00
Russia 0.40 0.00 Thailand 0.8 0.00
Sveden 256 1.27
Switzerland 3.57 18s North America 43.76 57.80
United Kingdom 0.7 8.7 Bemud 0.66 0.00

Canada 1.18 5.20
nied States 24182 52.07

Africa/Mideast 5.26 0.32
Bahrain 0.38 0.00 Japan 585 9.1
Egypt 042 0.00
SrE 1.58 0.27 Latin America 595 0.00
Nigena 0.15 0.00 Brazi 5.08 0.00
South Afica 2.27 0.05 Panama 0.87 0.00

Theme dis tribution and performance
Contributors Fortfolio ending weight

Talent & Ingenuity .95
=uficiency 0.87
Azymmstnc Negotiators 8.15
[arkst Hedge 375
ndian Ocean 3.37
IMaretdmolisd Dizirezzed &.05
Global Agribusinsss 8.3
Large U nitz/Bottomn Billion 8.73
Dizequilibria 16.63
Supply Chain Dominancs 1672

Data as of 12/31/2011. Benchmark — MSCI World Index

Source: Fund Factsheet * Past performance is not indicative of future performance. Holdings and Weights
are subject to change without notice
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Statutory Details: Deutsche Mutual Fund had been set up as a trust settled by Deutsche Asset
Management (Asia) Ltd. (DeAM Asia) (liability restricted to Rs 1 lakh). The Sponsors of Deutsche
Mutual Fund are DeAM Asia and Deutsche India Holdings Pvt Ltd. The Trustee of the Mutual Fund
is Deutsche Trustee Services (India) Private Limited and the Investment Manager is Deutsche
Asset Management (India) Private Limited. DWS Investments is the global mutual fund brand of
Deutsche Asset Management.

Standard Risk Factors: All mutual funds and securities investments are subject to market
risks, and there can be no assurance that the fund's objectives will be achieved. As with any
investment in securities, the NAV of the Units issued under the Scheme can go up or down
depending on various factors that may ankerftse Rast
performance of the Sponsor/AMC/Mutual Fund does not guarantee future performance of the
schemes. The sponsor is not responsible or liable for any loss resulting from the operation of the
schemes beyond the initial contribution of Rs. 1 lakh made by it towards setting up the Fund. DWS
Global Thematic Offshore Fund (DGTOF) (an open ended overseas fund of funds Scheme
with a primary investment objective is to generate long-term capital growth from a
diversified portfolio of units of overseas mutual funds) is the name of the scheme and does
not in any manner indicate the quality of the Scheme, its future prospects or returns. The
Scheme is not a guaranteed or assured returns Scheme. Options: Dividend (Payout &
Reinvestment) and Growth. Load Structure: Entry Load —Nil; Exit Load —1% if redeemed/ switched
out within 12 months of allotment. Asset Allocation : 80 — 100% in the units/securities issued by
overseas mutual funds or unit trusts, 0-20% in debt instruments including Government Securities,
Corporate Debt, Money Market Instruments (incl. cash equivalents), securitized debt and units of
domestic money market mutual funds. Benchmark: MSCI World Index. NAV will be declared and
calculated every business day on T+1 basis on AMFI and Fund website. NAV shall be published
next business day on T+2 basis in two daily newspapers The unit holder can redeem their units at
any time post allotment on any business day at the applicable NAV subject to exit load. Investors
will be bearing the expenses of the Scheme in addition to the expenses of the Underlying Scheme.
Please refer to the Combined Scheme Information Document and Statement of Additional
Information for other details including scheme specific risk factors before investing.

Disclaimer: This document is meant for private circulation only and should not at any point
of time be construed to be an invitation to the public for subscribing to the units of Deutsche
Mutual Fund. Deutsche Mutual Fund, its AMC and Trustee Company does not solicit any
action based on the information contained in the document and does not recommend any
action based on the same. The information contained in this document are based on certain
assumptions and have been compiled from sources which DeAM believes to be reliable, but
cannot guarantee its accuracy or completeness.

The views of the Fund Manager should not be construed as an advice and investors must
make their own investment decisions regarding suitability of the funds based on their
specific investment objectives and financial positions and using such independent advisors
as they believe necessary.

Visit us at www.dws-india.com or email: dws.mutual@db.com or
Call us on our Toll Free: 1-800-209-5005 (9.00 A.M. to 6.00 P.M.)

Contacts: Ahmedabad: +91 (079) 65124445/26463005 Bangalore: +91 (080)
66935651/52/25590110 Chandigarh: +91 (0172) 4628570 Chennai: +91 (044) 64504425/26/27
Cochin: +91(0484) 2366686/698 Coimbatore: +91 (422) 4393270 Hyderabad: +91 (040)
64555700/27846970 Indore: +91 (0731) 6452033/34 Jaipur: +91 (141) 6505302/303 Kolkata: +91
(033) 65367818/65480465/464 Lucknow: +91 (522) 6569687/688 Mumbai: +91 (022)
66584350/4342/4305 New Delhi: +91 (011) 41522647/2646 Pune: +91 (020) 40068171/26359300
Vadodara: +91 (265) 3095446/447
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