
Opening the door to a 

world of opportunities

The right choice for the long term®

What’s right with the world
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For the first time in history, half the world’s population is middle class
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A potential engine for global growth
Over the next decade, nearly 450 million newcomers are 
expected to join the middle class in China and India alone, 
according to the McKinsey Global Institute. There have been 
two other such surges in the world’s middle class population 
since 1800: 
• Western Europe in the 1800s
• the U.S. baby boom after World War II

Consider the following:

• In 2009, for the first time, China sur-
passed the U.S. as the world’s largest 
car market. First-time buyers were 
responsible for at least 70% of car  
purchases in China (as of 2008).

• Only 10 years ago, one out of 100 people 
in Russia had a cell phone account. 
Although not everyone has a cell phone 
account, there are now more cell phone 
accounts than people in Russia.

• From 2003 to 2008, toothpaste usage  
 in India increased roughly 40% per  
 person. With more than 1 billion people 
in India, the total amount of toothpaste 
used in a year would fill 43 Olympic-
sized swimming pools.

	 The	world	is	open	for	business	

At the end of World War II, the United States had emerged as an economic superpower,  

with widespread growth in consumption. More recently, many countries around the world 

have been undergoing a similar shift, with a growing middle class and rising standards of  

living. To be sure, with the global financial crisis in the recent past, the world’s economy 

and markets still face significant challenges. However, these demographic trends suggest 

that there is significant opportunity in global markets for patient, long-term investors.

Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value. 

Sources: “Second Among Equals: The Middle Class Kingdoms of India and China,” Appendix I for details on construction of real incomes and middle class, Surjit S. Bhalla 
(2007); Penn world Table 6.1, Maddison (2006); World Bank World Development Indicators (2006); and International Monetary Fund World Economic Outlook (2006). 
Middle class is defined as the proportion of people whose per capita income is equal to or higher than the weighted average of poverty lines in developed countries.



	 What’s	right	with	America	

The story of long-term economic growth is not limited to countries outside the United 

States. In fact, despite recent economic challenges, there are many reasons to believe that 

America’s future remains bright.

America is industrious

• Fifteen of the 20 largest public  
companies in the world were based in  
the U.S. as of October 31, 2009.

• The U.S. remains the world’s largest  
single-country economy, with a gross 
domestic product (GDP) in 2008 of 
about $14 trillion a year, or roughly  
23% of the world’s total output of  
$61 trillion.

• Companies based outside the U.S. now 
employ more than 5 million workers  
in the U.S. and pay them more than 
$400 billion in compensation.

America is innovative

• The U.S. was ranked second among 
large countries and eighth among all 
countries in the International Innovation 
Index.* The index measures factors like 
patents, technology transfer, research 
and government policy.

• Americans have won four times as  
many Nobel Prizes in the sciences and  
economics as researchers from any  
other country.

Tough times, solid companies

• Some of today’s largest companies  
 trace their origins to past recessions, 
including Burger King (1954), FedEx 
(1973), General Electric (1876) and  
 Microsoft (1975).

• Recessions have also been the birthing 
ground for notable products such as  
Diet Coke (Coca-Cola, 1982), compact  
fluorescent light bulbs (General Electric, 
1970s), the iPod (Apple, 2001) and 
ketchup (Heinz, 1870s), to name a few. 

Of course, not all companies or products 
that began during a recession turned into 
successes. But it’s important to remember 
that periods of economic decline can be 
the start of future success stories.

Foreign sales help drive U.S. companies

International revenues play a significant  
role on the bottom line for a number of  
the largest companies in Standard & Poor’s 
500 Composite Index. At right are some 
examples that are among the 10 largest 
companies in the index.

Source: Factset (Reuters Fundamental database). 
Data as of each company’s most recent fiscal  
year as of December 1, 2009.
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Going global: Percentage of sales from outside the U.S. 

*Source: The Boston Consulting Group, National Association of Manufacturers and The Manufacturing Institute, innovation indexes, 2008.



$1 billion in sales: A growing group 

1988
Outside the U.S.       32
U.S. 157
Total companies 189

2008
Outside the U.S.   2,618
U.S. 1,023
Total companies 3,641

The Capital Group Companies
American Funds Capital Research and Management Capital International Capital Guardian Capital Bank and Trust

The right choice for the long term®

Investors should carefully consider the investment objectives, risks, charges and expenses of the American Funds. This and other 
important information is contained in each fund’s summary prospectus and/or prospectus, which can be obtained from your financial 
professional and should be read carefully before investing. Investing outside the United States (especially in developing countries) 
involves additional risks, such as currency fluctuations, as more fully described in the prospectus. 
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A system rooted in global research
Our research professionals meet with company managements and 
credit issuers, review business plans, financial statements and debt 
structures, and carefully monitor world markets for economic, politi-
cal and interest-rate developments. We also meet with suppliers, 
buyers, competitors, bankers and government officials to gain a 
well-rounded, objective view of companies, issuers and industries.

 “As with the development of Western economies, 
which raised living standards for the general public and 
made people’s lives better, we now look globally and  
see the same opportunities for these countries to raise 
standards of living as their economies grow.” 

— Jeanne Carroll, investment analyst and portfolio counselor

 “China is just crossing over the key threshold of 
$6,000 per capita income. What you typically see when 
that happens is explosive growth around consumer 
goods, around consumer finance. And a real emergence 
of the consumer is a key part of that economy.”   

— Martin Romo, investment analyst and portfolio counselor 

 “Despite the downturn, I believe there will be  
an insatiable demand around the world for food,  
transportation, health care and education — you  
can’t put the genie back in the bottle.”  

— Alan Berro, portfolio counselor

Since 1988, the total number of companies 
with more than $1 billion in sales has  
grown considerably. But outside the  
United States, that number has  
grown at a faster rate.

Rising middle class populations — particularly in some developing 
nations — may drive long-term demand for goods and services 
from companies around the world. As the chart below shows, the 
number of global companies with at least $1 billion in sales has 
risen substantially in the past 20 years. Of course, investments  
outside the United States involve additional risks, such as currency 
fluctuations, political instability, differing securities regulations and 
periods of illiquidity.

At American Funds, we’ve dedicated more than five decades to  
an extensive global research effort to help manage risk as we seek  
to identify good long-term investment opportunities in countries 
around the world. Our research network includes more than 200 
investment professionals who hail from more than 30 countries 
and are based in offices around the world. Our investment analysts 
are among the most experienced in the industry with an average  
of 12 years of industry experience. Many have been covering the 
same companies and industries for years.

Source: Factset (Reuters Fundamental database). Figures are adjusted for  
inflation to 1988 dollars.


