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Summary Trailing Returns
The Palisades Water Index (ZWI) gained YTD Mo1nth Mo?’nths Mors'nths Yelar Ye%rs Ye%rs
11.73% in the period April 1 to June 30, ZWI 14.02% 3.17% 11.73% 14.02% 26.57% 74.74% 122.54%

2007 while the Palisades Global Water In-
dex (PIIWI) rose 17.01%. The performance

of both water indexes compares favor-

PIIWI 126.31% 1.15% 17.01% 26.31% 47.01% 134.34% 231.94%
S&P 500 6.00% -1.78% 581% 6.00% 18.36% 18.36% 51.88%

ably to the 5.81% gain in the S&P 500 and  Nasdaq  7.78% -0.05% 575%  7.78% 19.85% 19.85% 77.91%
the Nasdaq which posted a similar 5.75% '

increase for the quarter. The outperformance by ZWI is a reflection of the strength in earnings momentum
of the water industry relative to other U.S. market sectors and the growing visibility of the contribution
of global water revenues to profitability. The strong gain in PIIWI results from the compelling fundamen-
tals of the global water sector and the associated international exposure from foreign small- and mid-cap
stocks. The global exposure is optimized through the superior index design methodology of PIIWI. The
PowerShares Global Water Portfolio (AMEX: PIO), which tracks the Palisades Global Water Index, began
trading on June 13, 2007.



Q2 2007 Best and Worst Component Performance
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Sabesp SBS  +30.45% \CI\?;itf:rrrS]cieivice CWT  -2.17% Siemens AG SIEGn.DE +35.02%  Watts Water WTS -1.47%
Comments ZWI, the gains were well distrib- was a sector trend, with Utili-

With respect to the Palisades
Water Index (ZWI), positive per-
formance was related to broad-
based component performance
as opposed to a clear sector-spe-
cific trend. All five top perform-
ers (see Table) achieved greater
than 30% gains and, notably,
two of these were foreign com-
panies with a U.S. stock exchange
listing (Siemens AG and Sabesp).

Beyond the top performers in

uted among all sectors with the
exception of Utilities. Subsector
gains were apparent in irriga-
tion, pipes, and water treatment
technology. The pump segment
recorded positive performance
but somewhat less than the oth-
er subsectors. The same relative
weakness occured in the engi-
neering and consulting subsector
after strong gains in the previous

quarter. On the downside there

ties clearly the worst performers
over the period. The anticipation
of this trend contributed to the
strong performance of ZWI as the
fundamental weight of the Util-
ity sector has systematicaly been
reduced from 21% at the begin-
ning of the year to 15% currently.
The fundamental weighting of
the Resource Management, Ana-
lytical, and Multi-Business sectors

increased accordingly.

Top Ten Components as of June 27, 2007

Z\WI| Components

Company Name Symbol
Lindsay Manufacturing LNN
Valmont Industries VMI
Tetra Tech TTEK
Itron ITRI
URS Corp URS
Veolia Environnement VE
Mueller Water Products MWA
Badger Meter BMI
Calgon Carbon ccc
Gorman-Rupp GRC

PIIWI Components

% Weighting Company Name Symbol % Weighting
4.65% Itron ITRI 3.65%
4.48% ARCADIS N.V. ARDA.AS 3.63%
413.% Veolia Environnement VIE.PA 3.62%
3.99% Techem AG TNHG.DE 3.58%
3.71% Stantec Inc. STN.TO 3.58%
3.54% Valmont Industries VMI 3.58%
3.43% Tetra Tech TTEK 3.53%
3.41% Kemira Oyi KRA1V.HE 3.52%
3.12% Hyflux Ltd. HYFL.SI 3.48%
3.10% GL&V GLVa.TO 3.43%



ZWI
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14%
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At present, the global situa-
tion is a mix of rapidly growing
and weakening economies. The
slowing countries of Japan and
the U.S. , for example remain in
contrast to the BRIC countries.
Despite GDP improvement, the
of the

U.S. econmony have worsened,

underlying conditions
increasing the probability of re-
cessionary conditions (the hous-
ing impact on Badger Meter and
Watts Water demonstrates the
impact). At the same time, the
corresponding shift in interest

to the contribution from foreign
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Sector Weights
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revenues has driven the large-
caps, and hence the DJIA, higher.
Relative to ZWI, this is evidenced
by the significant contribution of
the Multi-Business sector. Intui-
tively, this would support an asset
reallocation from domestic to for-
eign stocks.

The Palisades Global Water
Index (PIIWI) benefited substan-
tially by the index design, indus-
try-specific knowledge relative to
component inclusion and sector
weights based on fundamentals.
The weakness in the U.S. cannot

help but be felt wordwide. But
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the exportation of weakness in
domestic demand is not likely to
be highly correlated with expendi-
tures related to the globalization
of the water industry which seem
driven by the asset-based momen-
tum associated with capital flows
into water infrastructure. PIIWI is
well-positioned to benefit from
the international water condition
and, in particular, high growth
areas such as desalination, large
infrastructure projects, resource
management and conventional

treatment
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