
An unexpected change of heart happened in May 
that you might not have heard about. After years 
of resisting any path other than its rigorous course, 
Germany announced it is backing off from pure 
austerity and is now planning to spend billions of 
euros to stimulate the economies of Europe.

Germany, which had been the economic rock of 
Europe, was facing fissures in its economy as well 
as an upcoming election season.

With pressure building, Finance Minister Wolfgang 
Schäuble and Chancellor Angela Merkel are now 

“willing to abandon ironclad tenets of their current 
bailout philosophy,” says Spiegel Online.

Berlin’s about-face seemed to be underreported, 
but the news is significant to global growth. Many 
countries around the world, especially emerging 
markets, have been trying to charge ahead, imple-
menting stimulative easing and monetary policies 
to strengthen their economies, yet Europe was  
still a drag.

Just look at the unemployment rate in the Europe 
area, which recently rose to 12.2 percent, a new 
record, according to Business Insider.

Weeks ago, when a student discovered a mistake in 
the famous report of Harvard professors Carmen 
Reinhart and Ken Rogoff, I said that calling this data 
into question provides a platform for Germany and 
the European Union to lessen austerity measures  
and delay the inevitable. It appears that Schäuble  
and Merkel have taken their first step onto the stage  
of unprecedented monetary policies.

From March 2009 when the first round of quantitative  
easing began, central banks have cut interest rates a  
total of 515 times and injected $12 trillion into markets,  
says Bank of America Merrill Lynch (BoA-ML). As 
a result, U.S. stock investors saw the market take 
off an astounding 166 percent since the first shot  
of liquidity.
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However, contrary to what you may think, the U.S. is  
not the best performing market in the world. Take a  
look at the chart below, which ranks the top 10 equity  
markets’ total return over these past four years. 
Stocks in Indonesia grew 372 percent, Turkey rose 
286 percent and Mexico has climbed 211 percent. 
Even Singapore, Korea and Australia climbed more  
than the U.S. stocks.

In addition to all the global liquidity sloshing 
around, central banks have also “crushed bond 
yields to the point that almost 50 percent of all 
global government bond market cap currently 
trades below 1 percent,” according to BoA-ML.

In a great illustration of today’s low yield environment,  
the research firm compared the yields across debt 
markets from 2007 and 2008 to today. In June 2007,  
Treasuries were yielding more than 4.5 percent; today,  
they are sitting just above 0.5 percent. Even the 
riskier high-yield corporate bonds, which climbed 
to a high of 23 percent in December 2008, have fallen  
to about 5 percent.

Even though market pundits talk about elevated 
rates on the horizon, we believe significantly  
higher rates that would move the needle for an 
income investor is a ways off. Low yields should  
be a significant factor for awhile.

That’s why it may be a good time to look at emerging  
markets dividend-paying stocks. Many emerging 
markets are growing faster than developed their 
counterparts. In addition, emerging markets are 
currently yielding more than U.S. stocks. While 
the S&P 500 Index pays a dividend yield of 2.05 
percent, the stocks in the MSCI Emerging Markets 
Index are yielding 2.65 percent.

For those who can handle a little more risk, take a  
closer look at the Global Emerging Markets Fund  
(GEMFX), which seeks undervalued, smaller and 
dividend-paying companies located in developing  
markets around the world. On a year-to-date basis,  
the fund is outperforming its benchmark, the MSCI  
Emerging Markets Index by nearly 6 percent as of 
May 31. See the fund’s latest holdings.
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U.S. Global Investors, Inc. is an investment management firm specializing in gold, natural resources 
and emerging markets opportunities around the world. The company, headquartered in San 
Antonio, Texas, manages 13 no-load mutual funds in the U.S. Global Investors fund family, as well as 
funds for international clients.

Read more of Frank’s insights 
on his blog, “Frank Talk.” Visit 

usfunds.com/franktalk.

Are you a subscriber to  
the Advisor Alert, our  

award-winning advisor 
e-newsletter? Take a look at 
usfunds.com/advisoralert.
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Total Annualized Returns as of 03/31/2013

Fund Year-to-Date One-Year Five-Year Ten-Year Gross Expense Ratio Expense Ratio After Waivers

Global Emerging Markets Fund (GEMFX) 2.87% -1.18% -11.10% n/a 5.40% 3.15%

MSCI Emerging Market Index -1.62% 1.96% 1.09% 17.05% n/a n/a

Expense ratios as stated in the most recent prospectus. Performance data quoted above is historical. Past performance is no guarantee of future results. Results reflect the reinvestment of dividends and other  
earnings. Current performance may be higher or lower than the performance data quoted. The principal value and investment return of an investment will fluctuate so that your shares, when redeemed, may  
be worth more or less than their original cost. Performance does not include the effect of any direct fees described in the fund’s prospectus (e.g., short-term trading fees of 0.05%) which, if applicable, would  
lower your total returns. Performance quoted for periods of one year or less is cumulative and not annualized. Obtain performance data current to the most recent month-end at www.usfunds.com or 1-800-US-FUNDS.

Please consider carefully a fund’s investment objectives, risks, charges and expenses. For this and other important information, obtain a fund 
prospectus by visiting www.usfunds.com or by calling 1-800-US-FUNDS (1-800-873-8637). Read it carefully before investing. Distributed by 
U.S. Global Brokerage, Inc.

Foreign and emerging market investing involves special risks such as currency fluctuation and less public disclosure, as well as economic and political risk. The S&P 500 Stock Index is a widely recognized capitalization-weighted 
index of 500 common stock prices in U.S. companies. The MSCI Emerging Markets Total Net Return Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in emerging 
market countries on a net return basis (i.e., reflects the minimum possible dividend reinvestment after deduction of the maximum rate withholding tax). 13-281
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