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3G MONGOLIAN ECONOMY: GDP UP 14.3% IN 2011H1

2011 July YTD Bulletin of National Statistics Office of Mongolia, which recently has
been included in Citi Investment Research & Analysis 's so-called 3G (“global growth
generators™) list which also includes Bangladesh, Egypt, India, Indonesia, Nigeria, the
Philippines, Sri Lanka, Vietnam and China, the only BRIC member to make the cut.

Nominal (raw) GDP growth in 2011H1 is 29.1% mainly due to the increases in
industry, service sector and taxes on products.

Real GDP growth in 2011H1(at base 2005 year prices) is 14.3%, This was due to a
27.18% increase in net taxes on products, 16.2% growth in services, 10.1% growth in
industry and construction, and 6.0% growth in agriculture.

CPI up 10.1 %yoy,5.6% YTD and 0.8% mom, transport group increased by 2.5%
mom and food and beverages 0.9% mom

MNT appreciated 8.7% yoy against USD but appreciated only 0.75% YTD, average
rate for June 2011 was 1246.9MNT compared to 1365.6MNT in July 2010.

money supply(M2)up 67% yoy and 2.6%mom, currency in circulation up 49% yoy
and 5.5% mom

loans up 57% yoy and 2.8% mom, principals in arrears up 2.1% mom and down 35%
yoy, NPL-s down 8 % yoy and 2.2% mom,

total budget revenues YTD 2.3T MNT, expenditures 2.18T MNT, budget surplus
125B MNT, budget tax revenues up 54% yoy, revenues from taxes on goods and
services up 72% yoy,2.5 times in other taxes,90% up from taxes on foreign trade,28%
up in social security contributions revenues,32% in ownership tax revenues.

total industrial output YTD increased by 6.8% yoy The increase in the industrial
output was mainly due to 0.1-78.2 percent increases in mining and quarrying products
such as copper with concentrate, crude oil, coal and iron ore; and 0.3 percent to 8.6
times increases in industrial main products of manufacturing sector such as bread,
steel casting, combed down, milk, sausages, juice, decoration and medal, knitted
goods, alcohol, soft drinks, sawn wood, cement, carpet, beer, cigarettes, concrete
mortar, and electrical conductor wire.,

carried rail freight rose by 14% yoy,carried passenger by 9% yoy, railway revenues
up 34% yoy, carried air freight up 53% yoy,carried passengers by 49%, air revenues
up 39%,

Total external trade turnover increased by 80% to 5.7B USD, exports up 52% to 2.3B
USD, imports up 2.1 times to 3.4BUSD, trade deficit is up 8.4 times to 1.1B USD.

According to justmeans.com,

LOOKING BEYOND BRIC
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In March, Citi issued a note about the work being done by Ebrahim Rahbari and Willen
Buiter of the Citi Investment Research & Analysis team (CIRA) in regard to "the potential in
a much wider range of markets" than the BRIC countries. Citing both growth in population
and per capita income, they identified Asia and Africa as the fastest-growing regions, also
suggesting that China will overtake the United States as the world's largest economy in 2020,
with India assuming the top spot by 2050.[6]

CIRA's so-called 3G (“global growth generators™) list includes Bangladesh, Egypt, India,
Indonesia, Iragq, Mongolia, Nigeria, the Philippines, Sri Lanka, Vietnam and China, the only
BRIC member to make the cut.

"Many countries with emerging markets have reached a threshold level of institutional
quality and political stability, and are already positioned well for growth,” said CIRA. "For
poor countries with large young populations and at an earlier stage of development, [there is]
a clear path: open up, create some form of market economy and invest in human and physical
capital. At that stage, many countries are poised for more growth from a period of ‘catch-up’
and 'convergence' with the developed world."

SUSTAINABLE INVESTING IN EMERGING MARKETS

Considering the ongoing fiscal crises in the U.S. and Europe, developing economies present
significant opportunities for investors looking to emerging markets with an eye to sustainable
investing. And the shift away from the rich world, which has been happening for years, will
likely only speed up now as analysts see more than just financial shelter in places far from
New York, London and Brussels.

Greg Radford, the Environment and Social Development Director of the International
Finance Corporation (IFC), a member of the World Bank Group, wrote in a 2009 IFC report,
"The factoring in of ESG [environment, social justice and corporate governance] issues in
investment decisions for emerging market equities is continuing to make inroads into
mainstream investment practices, despite the financial crisis."

"The momentum behind ESG analysis is rooted in initiatives such as the Equator Principles
for project finance and the UN Principles for Responsible Investment in the pension fund
arena," said Radford. "In addition, a new crop of multinational firms based in the emerging
markets has caught the increased interest of global investors.”

AND NOW FOR SOMETHING COMPLETELY DIFFERENT

As the traditional Euro-American stranglehold on global finance quickly loosens its grip,
emerging markets are champing at the bit to enter the breach, having grown steadily for more
than a decade.

The current issue of The Economist notes that the U.S. Q2 2011 economic output remains
below what it was at the end of 2007, while "emerging economies' total output has jumped by
almost 20% over the same period,” adding that "almost a quarter of the Fortune Global 500
firms, the world's biggest by revenue, come from emerging markets; in 1995 it was only 4%."

"The crisis enveloping the developed world may force global money managers to take a hard
re-look at the emerging markets, where both stocks and bonds appear to be far better bets,"
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said Aarati Krishnan, head of the Business Line Research Bureau at The Hindu, a Chennai-
based English-language daily. "It is high inflation and slowing growth, not the very safety of
capital that these markets are grappling with."

Opportunity is one thing, but a flight to safety in emerging markets? At first blush, the
concept may sound a bit odd. But considering that not too long ago, it seemed that America’s
AAA credit rating was as solid as the gold in Fort Knox, it has become abundantly clear that
these are strange days. And, at least when it comes to macroeconomics, conventional wisdom

no longer applies.
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About Frontier Securities

Frontier Securities, based in Ulaanbaatar, Mongolia is a Mongolia’s pioneer boutique international
investment bank with a seat on Mongolian Stock Exchange working to provide clients with best of
both worlds: investment bank with on-the-ground presence and expertise in frontier markets with full
cross border service capabilities and international financial markets experience/know-how with
particular strengths in Asian financial markets of Hong Kong, Tokyo and Singapore. Information

6|Page

about the firm is available at www.frontier.mn .



Frontier.mn

Authorized and regulated by the Financial Regulatory Committee

Reduce your environmental footprint. Print only if necessary.

Frontier Securities Limited Disclaimer and Confidentiality Note

This e-mail and its attachments and any rights attaching hereto (collectively called "Information™) are
for informational purposes only. The Information has been given in good faith but without guarantee
and unless the context clearly indicates otherwise is the property of Frontier Securities, a company
incorporated in Mongolia. As Frontier Securities cannot guarantee the genuineness or completeness of
the Information, the Information is not legally binding.

The Information is confidential, may be legally privileged and is intended solely for the use of the
individual or entity to whom it is addressed. Unauthorized disclosure, copying or distribution of the
Information is strictly prohibited and the recipient of the Information shall not redistribute the
Information in any form to a third party. If you received this Information in error please tell Frontier
Securities by reply (or telephone the sender) and delete all copies on your system.

The Information is not intended as an offer or solicitation for the purchase or sale of any financial
instrument or as an official confirmation of any transaction. All market prices, data and other
information are not warranted as to completeness or accuracy and are subject to change without
notice. Any comments or statements made herein do not necessarily reflect those of Frontier
Securities, its subsidiaries and affiliates.

Frontier Securities has taken precautions to minimize the risk of transmitting software viruses, but

advises you to carry out your own virus checks on any attachment to this message. Frontier Securities
cannot accept liability for any loss or damage caused by software viruses.
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