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Global Pension Asset Study 2010
Key Findings - Figures

towerswatson.com

Assets WGDP

Ey
Australia 996 893%
Brazil 392 22%
Canada 1,213 84%

France 178 6%
Germany 411 12%
Hong Kong a5 41%,
Ireland 102 43%
Japan 3,152 61%
Netherlands 990 120%
South Africa 201 B3%,
Switzerland 583 113%
UK! 1,791 80%
13,198

Asset allocation DB/DC Split
2009 2009
nEquity pBonds mOther nCash 1DBDC

Source: Towers Watson and various sawr\dary sowrces 1 Excludes Personal and Stakeholder DG assets

Assets/GDP ratio for the world is calculated in USD terms ?|ncludes IRAs
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Asset size and growth statistics
Comparison of asset size with GDP and liabilities

e

TOWERS WATSON {A_~/

2010 Towers Watson. Al rights reserved,

Global pension assets
Evolution 1999-2009 - USD Billion

®  Global pension assets to the end of 2008 were

USD 23,290 bn, up more than USD 3 trn from Austratia 271 996
2008.This is a 15.1% growth in assets compared to ,

. . Brazit 70 392
the previous year, but not sufficient fo recover the
losses from 2008's financial crisis, when assets fell Canada 652 1,213
21.3%. France 70 178
This growth is largely explained by the good Germany 188 411
performance of markets around the world and the Hong Kong 23 85
high exposure of pension funds to equities. reland 29 102
The Jargest value of pension assets are held by the Japan 2,630 3,152
U8 and Japan, together accounting for more than Netherlands 400 290

o ;
70% of t_otai‘ assets, though their share has been P - o
decreasing in recent years.
Switzerland 310 583

The smallest markets in descending order are U 1285 P
Brazil, South Africa, France, Ireland and Hong - -
Kong. us? 10,195 13,196

Source: Towers Watson and various secendary scurces

1Excludes Personal and Stakeholder DC assets
?Includes IRAs

towerswatson.com 10
€200 Towers Watson, Al ights sesened. Propriotaly snd For Tuwers Towers Watson clientute only.
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Global pension assets
Evolution 1999-2009 — USD Billion

us 13,198

Japan

UK

Canada
Australia
Netherlands
Switzerland
Germany
Brazil

South Africa
France
Ireland

Heng Kong

¥ T

0 2,000 4,000 6,000 8,000 16,000 12,000 14,060

Source: Towers Watson and varlous secondary sources u2009e  H1999

towerswatson.com "
©2010 Towars Watson Al Aghta resened. Propriatary and Conlldanyal. For Towers Watson and Towars Watoon ciantuse ondy.

Global pension assets
Relative weights of each market

®  During the past decade, pension fund Australia 1.7% g 43%
assets in the US, Japan and the UK have Brazil 0.4% T A%
decreased relative to other economies in —
the P13. Canada 4.0% %}“ 5.2%

France 0.4% 0.8%

@  Despite slower growth, the US, Japan and Germany T 8%
the UK remained the three largest pension
markets in the world. Hong Kong 0.1% Troan

freland 0.3% L 04%

¢ Brazil is the fastest growing market of the Japan 16.1% B 135%
group, followed by Hong Kong and - "
Australia, which is now claiming the fifth Netheriands 2.5% i 42%
place in the P13, ’ South Africa 0.5% 0.9%

Switzerland 1.9% - 2.5%
UK 85% © | B 7.7%
us? 62.5% B 567%

Source; Towers Watson and various secondary scurces

Excludes Personal and Stakeholder DC assets
2Includes IRAs

towerswatscn.com -~ 12
. £2010 Towers Watnot, AT fights resasad. Prog ¥ 2nd: FarTowors: Towers i
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Global pension assets growth rates
Compound Annual Growth Rates ~ Local Currency — 2009e

¢ Annual growth rates are significantly

different when comparing 2008/09 rates to
those of 2007/2008, The markets’
recovery in 2009 following the world
financial crisis is evident. While in 2008
most of the markets suﬁerecff_heavy losses, Asstralia 17 2% 8.5% 0.4% 10.4%
in 2009 they performed positively, -
Brazil -3,8% 54,3% 19.2% 18.3%
®  Onaverage, global pension asses, Canada 15% 12.7% 8.0% 3.1%
measured in local currency, grew by France 6.0% 13.8% 28% 5.9%
15.6% over the last year, compared to the " " - -
10.6% fall of 2008. Germany 1.1% 6.8% 6.7% 4.3%
Hang Kong -B8.7% 23.3% 12.8% 14.0%
@ Japan’s poaor results in 2008 were not Ireland 26.7% 12.2% 2.7% 3.8%
reversed in 2009, as pension assets there
. . , Japan -12.0% 6.1% -0.9% 0.8%
still show a negative CAGR inthe last 5 ° : : - . °°
years and very modest growth in the last Nethertands -16.0% 14.2% 4.5% 5.6%
10 years. South Africa 0.5% 12.1% 13.0% 12.3%
Switzedand | -11.6% 12.8% 0.2% 2.0%
¢ B.year growth rates now range from — ™ " g yre” Py
0.9% in Japan to 19.2% in Brazil, the ot oy iy kit
fastest growing market in the study. us? 233% | 12.2% 2.5% 2.6%

Source: Towers Watson and various secondary sources

1Excludes Perscnal and Stakehclder DC assets
towerswatson.com 2|ncludes IRAs 3
2610 Towers Watson. M rights reserved. Proprietary nnd C For Towers W Tewers Wats

Global pension assets growth rates
Compound Annual Growth Rates — Local Currency

2009e CAGR - Local Currency

55% -
Brazil is the fastest growing country in
45% - the sample, with an average 10 year
CAGR of 18%
I5% -
25% -
18% -
5% -
% £ F 0§ 8 # 2 ©® § ¢ & @ 85 8
§ & £ § £ £ § §&§ § & ¢
= I3} Le. 3 o = & = g
| ] U
< O c = 5 s
@O
x Z o 0
E1 Year 555 Years 10 Years
Source: Tower Watson and varlous secondary scurces
towerswatson.com 1
22010 Towers Wakiow, Al . Prap Y i G | Fot Towers Teswars Wats
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Global pension assets growth rates
Compound Annual Growth Rates - USD

= In 2008 global pension funds assets
decreased on average by 21.3%, however
during 2609 they rose by 15.1%.

s This growth occurred in all the markets in the
study, especially in Brazil, South Africa and

Australia where pension assets grew by Australia 34T% | A03% 12.5% 18.9%
108%, 43% and 40% respectively. Brazil -27.4% 108.3% 29.9% 18.8%
Carad -10.2% 31.2% 11.0% 6.4%

» In 2008 Japan had the lowest growth rate of anaca - d : ~ . °°
4%. This is in contrast to 2008 when it was France -9.9% 15.7% 3.6% 2.8%
the best performer having grown assets by Germany -3.2% .8.8% 1.7% 8.1%
9% in USD terms, thanks fo a significant Hong Kang -8.0% 28.2% 12.9% 14.0%
currency appreciation. ireland 20.8% 14.0% 3.7% 7.6%

o The most rapidly growing pension asset Japan 9.4% 4.0% 1.3% 1.8%
markets during the fast 10 years are Brazil, Natherands | -19.5% 16.2% 5.0% 9.5%

Australia and Hong Kong respectively, while -

! South Afric -28.0% 42.9% 7.0% 10.3%
Japan, UK and the US have the lowest 10~ : 2 - M °° o° - >
year growth rates, Switzertand 5.6% 14.7% 1.9% 6.5%
UKt 46.7% 25.0% 0.4% 2.6%

ug? 23.3% 12.2% 2.5% 2.6%

Source; Tawers Watson and varicus secondary sources

1Exchudes Personal and Stekeholder DO assets
towerswatsen.com . 2|ncludes IRAs 18
QI Towers Watson. Al tights raserved. Propratary and For Towers Towers W

Global pension assets growth rates
Compound Annual Growth Rates — USD

2009e CAGR - USD
120% -
100%
80%
60%
40%
20%
0% :
- o ¥

& 1= o

£ & § 8 E X s 3 g <f F

@ i o 4 © o

3 o ] £ - @ £ pa

< ) :g = = Z

@
2 8 n
=1 Year 35 Years 10 Years
Source: Towers Watson and varicus secondary sowrces
towerswalson.com 16
82010 Towers Wataon, All tghis resorved, Prop 'y dnd G For Towers Wals d Towars Walsoh elient ahiy,
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Global pension assets growth rates
Currency impact on USD Compound Annual Growth Rates

During 2009 the Brazilian real, the Australian
dollar and the South African rand were the three
currencies that appreciated most against the US
dollar, between 27.4% and 35.0%, thus making
growth rates in USD appear much larger.

Other currencies that appreciated against the
USD were the Canadian doliar (16.5%) and the
British pound (10.0%). The Euro had a moderate
appreciation of only 1.7% during 2009,

Only the Hong Kong dollar (-0.1%) and the
Japanese yen {-2.0%) depreciated against the
USD in 2009,

Over longer periods, aimost all countries show
farger growth rates in USD. During the last 10
years the Swiss franc had the biggest
appreciation (4.4%), while in the last 5 years the
Brazilian real appreciated 8.9%.

The only countries where the effect of currency
movements were negative in the last 5 and 10
years were South Africa (-5.3% and -1.8%
respectively) and the UK (-3.7% and -0.1%
respectively).

LOWErSWALSOL.ComM

Austrafa 29.3% 2.8% 3.2%
Brazil 35.0% 8.9% 0.4%
Canada 16.5% 2.8% 3.2%
France 1.7% 1.06% 3.5%
Germany 17% 1.6% 3.5%
Hong Kong -0.1% 0.1% 0.0%
Ireland 1.7% 1.0% 3.6%
Japan -2.0% 2.3% 1.0%
Netherlands 1.7% 1.0% 3.6%
South Africa 27.4% -5.3% -1.8%
Switzerland 1.7% 1.7% 4.4%
UK 10.0% 3. 7% -0.1%

Scurce; Towers Watson and various secondary sources

17

©2010 Towers Watsan. Al fAghts rasened. Propretiry and Canfidantial. For Tawers Walson ahd Towers Watson clientusa aitly,

Global Pension Assets vs. GDP in L.ocal Currency

Australi 67% 893%

26%
Brazil 12% 22% 1%
Canada 86% 84% -12%
France 5% 6% 1%
Germany 9% 12% 3%
Hong Kong 14% 41% 27%
Ireland 54% 43% -11%
Japan 54% §1% 7%
Nethetlands 103% 120% 17%
South Africa 57% 3% 6%
Switzeriand 123% 113% -10%
UK? 92% 80% -12%
sz 109% 43% -16%

Source: Towers Watson and varicus secondary souces
GDP vafues in Local Currency from IMF
T Exciudes Personal and Stakeholder DC assets

?Includes IRAs
3 World pension assets and GDP in USD

towerswatson.com
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Global Pension Asseis vs. GDP

« The average ratio of pension assets to GDP of The financial crisis
the P13 increased from 58% in 2008to 70% 35,000 || caused pension
in 2009 - still down from its peak of 78% assets to plummetin
reached in 2007. 2008 and took its toll
on GDP in 2009,

o The recovery is explained by two factors: 30,000

rebounding of stock markets and a decline in
GDP in all countries, except South Africa.
While pension assets increased by 15%, the _ 25,000

P13's GDP! decreased by 5%. 5
7]
» The Netherlands has the largest proportion of = 20,000
pension assets to GDP (120%) followed by '
Switzerland {113%) and Australia (93%).
o Countries with the lowest ratios are France 15,000
{6%) and Germany (12%).
» During the last 10 years, the pension assets to 10.000 5
GDP ratio improved the most in Hong Kong ’ 2 @225 N a3z Ve B g
(27%}, Australia (26%) and the Netherlands 2 2 2 2R I I I LI IR E
{17%]), while the biggest deterioration o
occurred in the US (-16%), Canada (-12%) — Pension Asset Value ~— GDP
and UK (_1 2%). Source: Towers Watson, the [MF and various secondary sources
1 World GDP measured in USD and country GDP in Loeal Currency
{owerswatsen.com 18
D200 Tawers Walson. All righte roserved. Propriatery and Conti For Towars Towers t)

asset/liability indicator — global basis
Index change from 31 December 1998

1999 -5.1% 12.5% 18.5% 18.5%
2000 -2.9% 3.9% 6.8% -0.7%
2001 -3.6% -7.4% -4.0% -10.2%
2002 15.0% -15.2% -26,3% -23.2%
2p . 2003 31.7% 6.7% -18.0% 9.9%
0 : s : r : : : : : 1 ) 2004 45.0% 19.0% ~18.0% 1.3%
1998 1999 2000 2001 2002 20083 2004 2005 26868 2007 2008 2009 2005 35.6% 29 89, 9.6% 10.2%
s | TA B 5 e ASBOLS weee AJL. FALiO 2006 43.6% 33.7% -5.9% 3.0%
2007 59,1% 43.7% -8.7% -3.0%
Source: Towers Watson and various -
secondary sowrces 2008 768.2% 21.5% -31.8% -24.5%
DB assets only within asset totals 2009 816% 36.5% -24.9% 10.2%
UK assets exclude Personal and
Stakeholder assets o Global pension fund balance sheets recovered significantly during 2009.

US assels inciude IRAs

8razil and South Africa are not
censidered in the analysis

o The global asset/liability ratio is still down by 25% from its 1988 level.

‘ ~ o Atan individual market level, asset/liability levels went up in 2008 in all
{hortaity ehanges arenotincorporated it markets, In several markets they are still lower than in 1998, the worst
situation being the UK (-43%).

D2010 Towers Walson Al rights ipsarvad, Proprietary and Cenfidsntal, For Towams Watson and Tewons Watton aliantuss anty.
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Methodology for this section

L.

In this survey we seek o provide estimates of pension fund assets (i.e. assets whose official primary purpose is fo
provide pension income). This data is comprised of:

« Hard data typlcally as of year-end 2008, collected by Towers Watson and from various secondary sources.

« Estimates as at year-end 2009 based on index movements.
Before 2006 we focused only on ‘institutional pension fund assets’, primarily 2nd pillar assets (occcupational
pensions). Since 2008, the survey has been slightly widened, incorporating DC assets (IRAs) within US’ total
pension assets. The objective was o betier capture retirement assets around the globe and expand the survey into
the 3rd pillar (individual savings) universe, which is primarily being used for pensions purposes in many counfries.
Furthermore, this innovation enables us to estimate the global split between DB and DC assets.

UK assets exclude Personal and Stakeholder assets.

Comparison with GDP

This section compares total pension fund assets within each market to GDP sourced from the IMF

Comparison with liabitities

L}

This section compares the evolution of defined benefit assets to the svolution of liabilities within each country

Defined benefit zssets are updated with capital confributions to the latest date for which we can obtain hard data for
assets (typically year-end 2008). From that date onwards, defined benefit assets are simply updated for asset
movements oblained using index estimates.

We do not use hard figures for liabilities for any period and simply account for the change in liabilities that will result
from changes in the corresponding government bond yields

The asset/iiabiity ratio for each market may change from year to year as prior DB asset fotals and DB/DC splits are
restated,

towerswatson.com 2t
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Pension assets allocation
Aggregate P7 asset allocation from 1999 to 2009
Equities 2 Bords B Other & Cash

100% = Bond aliocations increased from

24 5% in 200510 32.1% in 2008,
However in 2009 allocations fell
back to 26.9%.

%
80%

70
{0 54.4% from 48.0% in 2008.

o Exposure to alternative assels
cantinues to grow, extending a
long-established trend and
reflecting pension funds’ growing
appetite for diversification.

8%

e

4%

3%

20%

1%

%
1669 200 2001 202 20 204 2008 2006 07 208 XXee
Source: Towers Watson and various secondary sources

towerswatson.com 23
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Pension assets allocation
Equities and Bonds in 2009

Japan remains
as the largest
investor in
fixed income,

Equities Bonds

0% 1 g % g%
57% o

60%

60%
0% A

50%

40%

30% A
20 4

0% { &

0% -

Australia Canzda Japan Netherfands  Switzerand ug us Autidia Garsda o Neferipds  Suitzolond w

—  Average of the sample

= Every market experienced a shift to greater exposure to equities and reduced exposed to bonds. ...
compared to the previous year.

o The US, UK, Australia and Canada continue o retain above average equity allocations. Japan, the
Netherlands and Switzerland all have higher than average exposure to bonds.

Saurce: Towers Watsan and varlous secondary sources

towerswatson,com 24
QU010 Towars Wataon, Al rights rezenad, Prop! ¥ and Far Towers Towers Wale
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Pension assets allocation
Equities in 2009

Domestic Equities Foreign Equities

40% 1 379 35% 309,

45% 4 43%

35% - 30% 7%
30% 25%
25%

20%

15%

5%

26% 14%

15% : 13% 13%

15%

10%
10% |

5%

5%

0% T T

0% - - T .
Australis Canada Japat  Netherends  Swilzedang UK us Australia  Canada Japan  Nethedands  Swileedend UK Us

@

All countries increased their allocation to domestic equities and most increased allocations to foreign equity,
with the exception of Australia and Canada.

&

Most countries have similar amounts of assets in domaestic and foreign equities, with the exceptions of the
Austrafia and the U8, where domestic equities are predeminant.

Source: Towers Watson and various secondary sources

towerswatson.com 25
£2010 Towers Walson, Al gt d_ Prope Y ik, For Tovrers Towers ¥ i only,

Pension assets allocation
Domestic equity exposure

100% Domestic equity over total equity exposure
90%
80%

70%

60%

50%

40%

30%

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
wefun Aus tralia =f==Canada === apan ~4—= S witzerland =y LK R 1
+ Since 1898, domestic equity importance have been falling in most of the countries considered.

« The US pension market remains as the most dependent on domestic equities, with around 70% of total
equities invested in domestic companies.

Source; Towers Watson and various secondary sotrces
Note: Netherlands not considered

towerswatsen.com 26
22010 Towess Walson, A1 rights tasehed. Propistary and For Towers Towers V i ony.
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Pension assets allocation
Bonds in 2009

Domestic Bonds

Of L &7
5% g M

0% -
369% -
3% - 6%
25% |
20% -
16% 4
0% -

8% 4

0% 4

28% %

Australia Canada Japan Netheslands  Switzerdand WK

Foreign Bonds

16% 15%
14% |
12% 1
10% 4

8% 4

6% 4
4% 4
2% 4
0% 4

Us Austrotia Canada Jepan Natharlands  Switzetland [F:14 us

o Every market is less exposed to bonds than the previous year, both in domestic and foreign bonds.

« The exposure to foreign honds is quite small when compared to investments in domestic bonds,

Source: Towers Watson and various secondary saurces

towerswatsen.com

Pension assets allocation
Other assets and Cash in 2009

Other assets

35%

A% | 29%
w64 g0y 2% %
20% -

15%

0%

5% -

0% +

Avsirahs Canada Japan Nethedands  Switzerland HK

27
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Cash

8y 8%
8% 1
7%
B% |
5% 1
%
3% |
2% |
1%
0%

8%

us Australia Canada Japan Netherands  Switzdand UK us

- Average of the sample

+ Australia and Switzerland have by far the largest allocation to cash, while the other P7 countries have very

little invested in cash,

+ Switzerland and the Netherlands have the highest allocation to alternative assets, followed by Australia

and Canada. in Switzerland’s case, its allocation to alfernative assets is 10% above the average, with this

aflocation dominated by property assets.

Source: Towers Watson and various secondary sources

towerswatson.com
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Pension assets allocation
Aggregate — end 1999 versus end 2004 versus end 2009
A

©
LR
Lo
4]
[ o
<t
)
g
- & Cash
5]
e & Othar
{9
1 Bonds
=3
& Euies
1998 2004 2008 1599 2004 2008
Sotrce: Towers Watson and various secondary sources
towerswatson.com 28
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Pension assets allocation
Aggregate — end 1999 versus end 2004 versus end 2009
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3 =
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Source: Towers Watson ard various secondary sources 1989
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Pension assets allocation
Comments

+ Currently, the UK and the US have the highest allocation to equities. However, in the UK it has
decreased significantly from 77% in 19989 to 60% in 2009. Conversely, in the US it remains fairly
constant - 84% in 1999 and 61% in 2009.

= InJapan and the Netherlands exposure to equities has fallen significantiy in the past decade. in both
markets, bonds are now the dominant asset.

+ Regarding the bond allocations, there is no clear trend, as 4 markets {Australia, Canada, Switzerland
and the US) show a decrease in their exposure, while the other 3 {Japan, the Netheriands and the UK)
show the opposite trend. The most notable change occurred in the UK, where its bond exposure more
than doubled in the ast 10 years.

o Allocation to cash remains very small in most markets, with the highest proportion being 8% in
Australia and Switzerland,

» Investmentin alternative assets continues to grow in all countries, with the exception of Canada.

towerswatson.com kL
S2010 Towats Watsoh, Al Sghts radenad. Progrotry and Far Towsis Towers
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DB/DC asset split

Change over the 10 years to the end of 2008

Defined contribution (DC) fund assets

100% o During the last decade there
has been a strong frend
90% toward the establishment of
800 DC pensions schemaes.
% However DB assets still
70% continue to represent more
than half of total assets.
50%
50%
40% Average growth of DC
30% assets is 6.4% pa vs.
DB on 1.6% pa
20%
10%
0%
Dec-99 Dec-04 Pec-0%
Source: Towers Watson and various secondary sources
towerswatsorn.com 3
<2870 Fowers Wotson Al rights reserved. Propratary and Confldenial, For Towars Watson and Tawers Wathon cllentuge only.
DB/DC asset split
Change over the 10 years to the end of 2008
Australia Switzerland
100% 100%
80% 80%
60% 60%
40% 40%
20% 20%
0% 0%
Dec-99 Dec-04 Dec09 Dec-98 Dec-09
Japan Netherlands
100% 100%
80% 80%
0% 60%
40% 40%
20% 20%
0% 0%
Dec-09 Dec-04 Dec-09 Dec-99 Dec-04 Dec-09
Bource: Towers Watson and various secondary sources
towerswatson.com 34
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DB/DC asset split
Change over the 10 years to the end of 2009

United Kingdom Canada
100% 160%
80% 80%
60% 60%
40% 40%
20% 20%
0% 0%
Dec-9% Dec-04 Dec-08 Dec-99 Dec-04
United States
100% Canada Is the only country in our
. sample where DC assets have fallen
80% when compared to DB,
60%
o UK data does not include Personal
40% and Stakeholder assets but Includes
instirance administrated vehicles. i
20% the latter were excluded as well,
proportion of DG assels would go
o, down to 26%
0%
Dec-99 Dec-04 Dec-0% US assets include IRAs
Sourse: Towers Watson and various secondary sources
towerswalson.com 38
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DB/DC asset split
Change over the 10 years 1o the end of 2009

+ During the last 5 years all the P7 countries, except for Canada and Australia, increased their DC
assets. Qver the last 10 years, only Canada has seen its DC assets fall refative to DB.

» DC assets continue to dominate in Australia - 78% in 1999, 87% in 2004 and 82% in 2009. Behind
Australia in DC assets are Switzerland (58% in 2009, up from 52% in 2004), the US (55% in 2002, up
from 52% in 2004) and the UK (39% in 2009, up from 33% in 2004).

o The countries with the lowest proportion of DC assets at the end of 2009 were Japan (1%), Canada
{3%) and Netherlands (8%]). Despite a low percentage in the Netherlands, this represented growth of
7% compared to the previcus year. Canada is the only country where total DC assets decreased
during the last five years when compared to DB,

towearswatson.corn kL
2010 Towers Watsan. A1 fights . Prapriatary and G For Yowers Watsar and Towars Walson cllenluss only.
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Public vs Private sector
By Countries — Values at 2008

160% . .
» 70% of pensions assets in

Japan and 62% of
Canadian assets are held
by public sector,

o Inthe UK and Australia the
private sector holds
respectively 88% and 85%
of total assets,

0% -

80%

T0%

60%-

50% -

40%

30%-

20%+

0% - ¥ T T T T
Austrafia Canada Japan  Nethedands Switzerland

o Private Sector ; Public Sector

Source: Towers Watson and various secondary sources
Methodology carnot be stretched fo provide an estimate for 2009

towerswalson.com 8
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Carole Judd
Towers Watson -
+44 1737 274329

carole, |udd@towerswatson'cdm'
Limitations of reiaance Thmkmg Ahead Grou

: Towiers Watson

Hang.vin@towerswatson.com

This document is prowded to the reclpienls soieiy fer lhel @, for the speclr ic purpose. l. !
available to Towers Watson at thie date of the decUmient and fakes na secotint of subsequent’ developmeﬂés after iha dal
madrf' ied or provided to any other party wsthot:! Towers Watson s prior wrmen permlsswn It may also not be ;

Authority.-

towarswatson.com 38
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| "Public Service Pension Fund Supesv' ory Board

o

Mark Brugner
14 September 2010

o,

TOWERS WATSON (A~

& 2010 Towers Walson. Al ights reserved.

Our Clients
- Number of investment clients and assets under advice

EUROPE

$1,100 bn assets under advice
on behalf of 300 clients

S
=

AMERICAS

$600 bn assets under advice
on behalf of 450 clients

$400 bn assets under advice
on behalf of 250 clients

TOTAL

Globally we advise more than 1,000
pension funds and institutional investors
with assets in excess of US$2 trillion.

towerswatsom.com 2
@200 Towens Wotson, All ighis reaerved. Propretory and Contidentiat, For Tewars Watson and Towers Watson clisnt use only,
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Global manager research resources 1 June 2010

towerswatson.com 3
@ 2618 Towors Wotson. All 6his reservad. Propriatary and Confidential. For Tewors Walsen and Tavvor Watsen chent usa anly,

Global manager research structure 1 June 2010

Global Leadership roles Market Leadership roles
' !
I 1 Janice Fritz-Snyder
us
Martin Knowles, FIA Margaret Frost, CFA 1
Head of Equities Head of Bonds Zainul Ali, CFA
Canada
]
l Paul Jayasingha, FIA
Jane Welsh*/Craig Baker Damien Loveday, CFA EMEA
Head of Private Markets Head of Hedge Funds |
Mark Brugner
Asia
i
Average years industry experience: 20 years Hugh Dougherty
Australia
* Taking six month leave from 1 July 2010

towarswatson.com 4
w2040 Towwm Watian, All ighls trserved, Propratary and Confidentinl, For Tower Watson and Toverrs Watsen ciont sse only.

48



Qur researchers in the re

b

Janet Rena’ S:ephen Kocmen
“Pang - Tong.

Equity — AP
ex Japan

Equity —
Japan

Equity —
GEM

Equity/ Multi-
Asset - Hong
Kong

Equity ~
Greater
China

Equity -~ .
LEVED B

Equity «
Korea

Equity/
Bonds -
Malaysia

Bonds —
Japan

Private
Equity

Infrastsucture

fReal Estate,
REITs

The Towers Watson manager research philosophy

Qualitatlve manager research is absolutely key - there is a h:gh no:se-_ |

to-signal ratio in performance

towerswalson.com

S AB10 Torvars Whtsan, AR rights raserved.
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o Take two different managers
» (Genius Asset Management

o Idiot Asset Management

Do not focus on past performance

e We are lucky enough to know for a fact that Genius is highly
skilled and over the very long term will produce 2%pa
outperformance with a tracking error of 4%pa

o We also know that Idiot is not at all skilled and over the very Idng
term will underperform by 2%pa with a tracking error of 4%pa

o There is still a 19% chance that ldiot will outperform over the
next THREE years

o There is even a 13% chance that Genius will underperform over
the next FIVE years

towerswatson.com

7
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The qualities we look for in managers

Peopie

Investor quality

+  Focused decisions
Depth of resource
Collegiate culture
Team dynamics
Staff turnover

Client interests

Perfermance fees,

Asset managament 4
company interests

s Co-investment

ortf_olio manager

Ry

Sp
Employee ownarship

towerswatson.com

Process

= Clear philosophy
Insightful research
Implementing ideas

«  Process evolution

+  Risk management

= Otherimpacts

Business

«  Long-term focus

+  Investmentled

»  Stable structure

+  Business investment
(Growth management
Aligned interests

8
D201 Townrs Watson. All sights reserved, Propriatary ang Gonfidential, For Towers Watson and Towem Wation clisnt use only,
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Business

2]

Read the Report & Accounts
e how important is asset
management?

l.ook at recent share price
moves

o are they profitable?
» are options under water?

Find out the backgrounds of the
key Board members

= do they understand asset
management?

« has there been continuity?

=]

Calculate the level of employee
ownership

Understand the business
objectives

» growth or client performance
focus?

o short or long term profitability
management?

Down-rate following the
announcement of corporate
activity unless there are very
good reasons otherwise

towerswaison.com

People

]

Look through the presentation
and try to find top quality peopie

Talk in detail about what their
competitive advantage is and
see if this is where the porifolios
are positioned

Try to understand if they have a
structured approach to analysing
companies rather than a
structured approach to making
decisions

9

© 2010 Towets Watson, Al dghls reserved, Froprictery and Confiduntisl, For Towars Watson andg Towers Watson cllont use anly,

Ask team leaders what the
strengths and weaknesses are of
their team members

Try to find out more about the

remuneration structure

Do not automatically look
negatively upon organisations
that do not have LTIPs

Sit in on internal meetings

towerswatson.com

10
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Process

¢ What do they look for in a

company?

e Does the portfolio tie up with this
using the quantitative analysis?

o Spend time with analysts going
through their valuation models

» What risk controls have been
used and do these tie up with the

performance pattern?

» s there sensitivity analysis and
scenario testing?
o  Work through stock examples

o How did they come up with the
idea?

s  What did they have to do to get it
into the portfolio?

o How did they make the sell
decision?

» How were transaction costs
taken into account?

towerswatson.com

Portfolio holdings analys

11
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Breakdown by secter {(GICS)

[Breakdown by reglon
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30

% 0 »

50

%
2

8

1%

i
L
o

Breakdown by market cap
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Partfolio risk summary
Active risk = 8.3% condi (%)

|Absolute risk = 28.2% Market exposura 959
Active risk impact 4.5

{Portfalio holdings summary
Positlons  No. of ksuses Welght (%) [Exceptions

Long 21 0.0 | 10.0% of the portfotio kas beos loft
Shart 4 0.0 | jewtof the snalysis

Braark not hald 1843
{iet exposure 180.0 | |Bmark nusber of stocks 1660

towerswatson,.com
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Performance analysis

Lpopetng
Relative return analysio Achieved relative returm “Tarpet (%} Achicved (%6)
50 vs. Target refative refurn  Relarive ret,

TrackErr

o n P 2 o ool o™ o e - 3
FEERIIRLIELREERELEE§EE39R €L FIRIRELES EG :
§3i:4z4:338353 5353 §2§3 ;38233323345 g
Rl Wi o e g e A T ——rsoe |
B in falling markel —— #2180 e Cymihve et st
Market thming Summary statistics
MansgrrsenTn o -] Quadratic 041 Total 5 Y ¥
e e sy F i Description 7Y OMs
i, 1086811509+ “ a Conf Inlervat
gy R e i [Feotativer retiam (%pa) iz 3. 54} Ex 13 455
Upside caplute 218 | Tracking error (%pa) 20 182,10 48 5.5 65
ralic " Information ratio 2.5 0.5 4.2 2.5
] Bt niosthly outp (%) 54 nia 25 25 23
e - - ' , g ctmark in [worstmontiyoupithy 78 me 2 52 52
e . H el . S M) (%3
Beschmrrictem | Bowntide " i
.............. SR caplure ratio )
Not beat the benchmark
I downmarket

towerswatsom.com 12
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Typical process for rating managers

Market knowledge, contacts, publications, databases

Experience/stability of team, fees, process/philosophy,
quant analysis

Meet key people, detail on process, independent thoughts emails
Review manager’s research & quant output, further quant analysis
Sit in on internal meetings & investment discussions, meet more people

Fees, capacity framework, vehicles

One ASK {Area of Specialist Knowledge) member makes case against
rating manager highly

Key points to cover before moving to FREX 1 rating

ASK debates all key Issues & decides whether to rate FREX* 1

*Our FREX (Fulure Return Expectation) rating is based on a scale of 1 ~ 4,
1 being the highest conviction.

Head of stream signs off

towarswatson.com 14
2010 Towern Walsen, Al dghts feserved, Propristory sad Confidentisd, For Towers Wetsah and Tawers Watien cient sas only,
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“Traffic light’ analysis

- ensuring consistency and objectivity in our views

$.1010B} SS800Ns ssauisng

in our view the manager has a

weakness in this area

We believe that there ig an
fssue i this area

We have not identified significant
Issures or weaknesses in this area

towerswatson.com

Long-term focus on )
assef management by [0
strong business &
leaders

Non-bureaucratic, %@1

investment-led culture

Stable corporate
structure

Significant investment @

in key aspeocts of the @
business wj
Successful ¢
management of the @{{
_ growth of the business Qj

as well as the existing
cliont base

Business structure
and employee
interests are aligned
with those of clients

510108} 55000NSs 8jdodd

Insightful,
experenced and
motivated investors

Facused decision-
making with clear
accountability

Adeguate depth of
resources relative o
the process
employed

Culture that
promotes creative
thinking and
collaboration

Effective, cohesive
teams with
complementary skills
and personalities

Healthy staff
turnover, neither oo
high nor too low

$10joe] 851J0N8 $8930.4d

A clear investment
phifosophy and process
designed to feverage
competitive advantages

Superior research that
preduces unique
investment insights

Portfolio management that
efficiently franslales
research insights into
portfolio positions

Pro-active consideration of
potential process
Improvements

Appreciation and
management of alt risks
relevant to the investment
approach

Effective management of
wider impacis on
performance, such as
capacity issues and
transaction costs

Proprietary global manager research network

What is in the DREAM?

The Dream provides
clients with a window to
all of our research, and is
the focus of our 100+
researchers worldwide

18
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Manager research output:
SWISS analyses, FREX
ratings, profiles, traffic light
analysis and meeting notes

towerswatson.com

" Regular and

timely updates on
changes at your
managers

Quantitative

analysis and
numeric data
(also from
eVestment)

Thought-

pieces and
publications
{The Library)

18
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External quanititative investment manager database

- We work closely with eVestment Alliance (eA) to establish a single
global quantitative investment manager database for selection and
monitoring activities. We extract any new manager level data from
eVestment and add it info the Dream

~Z)eVestmer

towerswatson.com

B i One Database
@ eASE ANALYTICS % eASE EXCHANGE i
* The finascial industzy's promier * The enly high-dmpact
investment database and {echnology tool that automates
anzlytles systen, consuitant dstabase updates,

&3 ¢ASE GLOBAL

> Mulliple Currencies...

£
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Manager selections for global clients in 2009
By asset class

250
2
& 200
5
5 150
8
% 100
o
g 50
&
s 3
=z

0

T T H 1

Equities Bonds Hedge funds  Private Other

markets

Source: Towers Walson. This dafa relates to Legacy Watson Wyaft selection exercises only

towerswatson.com
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Towers Watson model portfolios — All (G P)

Track record since inception to 31 March 201¢
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All figures are annualised since inception and are in Sterling. Pleasa nole that inception dates vary, but all the models abova have been ninning for at (east three years,
Past performanca is not necesaardly a guide to future investment performance.
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Disclaimer

Towers Watson Investment Services Hong Kong Limited (“Towers Watson™) has prepared this material for the Public
Service Pension Fund Supervisory Board (“PSPFSB”) as part of a training program.

in preparing this material we have refied upon data supplied to us by third parties. While reasonable care has been
taken to gauge the reliability of this data, this material therefore carries no guaranty of accuracy or completeness
and Towers Watson cannot be held accountable for the misrepresentation of data by third parties involved.

The written comments included in the material should be considered in conjunction with the supporting and
amplifying verbal comments and other background information provided by Towers Watson.

This material is provided to PSPFSB solely for their use, for the purpose indicated. This material is based on
information available fo Towers Waison prior to the dates which the respective education modules are held and
takes no account of subsequent developments after that date. it may not be modified or provided by PSPFSB to
any other party without Towers Watson’s prior written permission. It may also not be disclosed by PSPFSB to any
other party without Towers Watson's prior written permission except as may be required by law. In the absence of
our express written permission to the contrary, Towers Watson accepts no responsibility for any consequences
arising from any third party relying on this material ¢r the opinions we have expressed. This material is not mtended
by Towers Watson to form a basis of any decision by a third party to do or omit to do anything.
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Towers Watson About Towers Watson
28/F Sun Hung Kai Centre,

30 Herbour Road, Hong Kong Towers Watson is a l2ading globat professional services company that helps

isati impro & ance thro effective people, risk and financial
T (852) 2627 8833 Dmrgrazgés:r:[z{;?: improve parformance through ive people, 1 i i
F (852) 2827 8899 i

About Towers Waison Investment

Towers Watson Invesiment is a market leader in investment consuliing and
solutions. We offer independent, research-driven investment advisory services to
help instituional invesiors adapt and succeed in the ever-changing investment
landscape.

in the conduct of investmeni advisory activities in Hong Kong, Towers Watson
investment is registered under the name Towers Watson Invesiment Services Hong
Kong Limited' with the Securities and Futures Commission as a licensed corporation
for Type 4 regulated activity (Advising on Securities) and also registerad with the
Mandatory Provident Fund Schemes Authority as an MPF corporate intermediary.

The information contained in this presentation is of general interest and guidance, Action should not be
taken without seeking specilic advice from the consultant ihat normally advises you.

© Towers Waftson
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Agenda

o Recent Themes

o Strategicviews

e Current DSAA views
e Bond Yield Drivers

e Asian perspective
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3 Recent Themes
« Bonds, Bonds, Bonds

o Sovereign default risk, G4 yields, what does Emerging mean?
e« China, China, China

¢ Developments in the RMB — slight loosening of policy, RMB bond issuance

o Developments in the economy — housing, bank lending, domestic demand
o Dis-equilibrium

o G4 versus emerging growth rates, currencies, inflation

o Investor risk appetite '

o Strategy for Aliernatives
towerswatson.com 4
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asset class

Summary of Towers Watson’s medium-te
views, August 2010
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Global Equities

Sharp market falls and extreme volatility

o Equity markets have fallen back to year lows in the last
month as investor fears of left-tail sovereign risks and
their potential negative impact on global growth have
become heightened.

e While value (based on either dividend discount analysis
or cyclically adjusted P/E measures) has been brought
back into equity markets, the risks around the cyclical
recovery have become more fragile; consequently we
think equities are only moderately aftractive relative to
bonds and credit.

o Continental European equities look relatively more
attractive than other areas of the market on a PE basis,
although this may well be warranted due to higher risks
in the banking sector.

e We remain strong proponents of the emerging economy
decoupling theme and believe, over the long term, that
this will lead to a structural decline in the ERP of
emerging markets relative to developed markets.

Sources: Bloomberg, Towers Watson

towerswatson.com

Risk premiums have risen in all markets
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Equity volatility

Market implied volatility

o We think uncertainty about the macro environment can
drive persistent changes in volatility levels, whereas
variations in general risk sentiment cause short term
variation.

o Sovereign debt fears, especially in the Euro area,
concerns over new bank funding risks and worries about
a hard landing in China due to monetary tightening have
pushed up equity market volatility sharply. It has also
caused an extreme increase in option skew (a useful
measure of the market's demand for downside
protection).

o Despite the increase in shorter term implied volatility,
options implied volatility remains well off its 2008 highs.
However, longer dated (5-10y) variance swaps — the
market's price of future realised volatility — have gone
back to their recent peaks and are pricing in a very high
volatility outlook for equities over the medium term —in
our view too high.

Sources: Bloomberg, Goldman Sachs, Towers Watson

towerswatson.com

Shorter term implied volatility has risen but is well off

2008 highs
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Emerging Market Equities

EM equity valuations relative to history

o Inaggregate, China and EM equity valuations are now
frading in line with their medium to long term historical
averages (end column of the table on the right) and well
within our ‘fair value’ range of +/- 1 standard deviations
from the average.

EM relative to developed market equities

o Emerging market valuations are also now ‘fair’ relative to
developed world and US equity markets on most
measures.

o The higher price/book in China and EM (relative to
developed world) is supported by their significantly higher
return on equity (ROE) — a measure of the higher
corporate profitability in EM

o EM trades at a moderate discount to developed markets
on most earnings and cash measures, which is justified
given their higher risk — the current discount is around
one standard deviation lower than has been the case
historically, but this is supported by higher corporate
profitability

Sources: Bloomberg, Datastream, Towers Watson

towerswatson.com

Valuation summary for DM and EM equity indices

World

USA 16.3 12.3 2.1 2.1 12.7
Europe ex-UK 16.0 11.0 1.5 3.3 9.3
Asia ex-dapan 164 12.2 2.0 2.2 11.9
China 171 12.31 2.4 2.3 14.2
EM 15.2 10.6 2.0 22 13.2
DM 16.8 12.0 1.7 26 10.3
Z‘é&'fgﬁ:"m) 99 | 120 | 157 | 148 | 284

Favourable ?

EM price-earnings ratio relative to history
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0.50
075
[ PSRt | R —— F\ﬁcw
125 e A
v
175 [T e M A L
2.00
225 -
250

Nov-95 Nov-88 Nov-01 Nov-04 Nov-07

—Int. to EM Ratic —-Long RunAverage — StDev(Up) = -St.Dev(Down)

13

©2010 Towers Watson. All rights reserved. Propriefary and Confidential. For Towers Watson and Towers Watson client use only.

Sovereign bonds

e The generalised spike in risk aversion has been a key
driver of the recent rally in government bonds in the
developed markets — both nominal and real government
bond yields are at or close to historical lows across the
G3

e While developed market bond yields are low by historic
standards, broadly our view is that in the near term
yields justified by current loose monetary policy

e Lower inflation and central banks on hold, especially in
the US, suggest that longer-dated yields shouldn’t rise
significantly in the near term, but there appears little
scope for'them to fall much further.

o We believe that the risks around giobal sovereign bonds
are skewed towards future yield increases.

o We would look for areas of the sovereign bond market
where the yield risks are more “balanced” or closer to
historical norms.

Sources: Bank of America-Merrill Lynch, Towers Watson

towerswatson.com

Global sovereign bond yields are around historical lows

Historical 10 year nominal bond yields

8

7

8

R 5

B 4

g 3

> 2
1

0
WD 00D DO o NN M S DO
DO OO0 000000000000 Q@
OO0 0000000000
sescocSoSSSssEssgssse
Naavvrmv—\——(\]\—\—v—BNNNw—\—\—v—
o ST oo oo [N A I b i
- - =

——Euro ——Japan - UK —US

Historical 10 year real yields

Yield %

W QO o NN M S N 0O NS00 O
OO0 o000 0000 00 Q0O
OO0 000000000000 00
sl eeaaag
O M~ O © 0 m O Wn O 0 i M~ O N N M N O
aNddY o odagddg g oy y
Lo N S - o™~ W0 o MmN O « 0 <
-t Ll i
14
__UK—US Euro

d Towers Watson client use only.




d

Credit — Investment Grade and High Yiel

Spreads have narrowed sharply in July

e We estimate the CRP on a diversified IG portfolio to be 1.5% in cash and 0.7% using index credit default swaps. This is
above its 20-year average but still under the level of misalignment where we would normally take an active view.

e Spread widening was also, in part, due to large declines in equivalent maturity government yields due to a “flight-to-
safety” as risk aversion flared. Nevertheless, global IG corporate bonds do look moderately attractive versus
government benchmark rates

o Higher quality high yield bonds remains moderately attractive in cash markets — however, expected excess returns from
high yield credit are highly sensitive to assumptions regarding the future economic outlook

Credit risk premiums are moderately attractive

Spreads, especially IG, are well off their June peaks

220 1% vy P 850
210 4 e US IG Corporate Index 800
200 1 ~—— USHY Corporate Index - 750
IG CRP (cash) 190 - . o
1G CRP (synthetic) 180 + a5
HY CRP (cash) 170 1
180 i 600
HY CRP (synthetic)
150 4 - 550
Notes:
1. The 20 yr averages are taken from our Credit Risk Premium Modef (which assumes 140 4 k500
perfect foresight for Defauits & Downgrades)
2. For Investment Grade, the average and standard deviation are calculated over the 130 . T . 450
period 05/1991 - 08/2009
3. ForHigh Yield, the average and standard deviation are calculated over the period Jan 10 Mar 10 May 10 Jul10
01/1994 - 06/2009
Sources: Bloomberg, Towers Watson
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Credit — Emerging markets
EM sovereign credit EM spreads close to fundamental fair value
. o . 10
o EM sovereign performance has been in line with other Percent Average 5y EM Cash Spread
¢ 1 { —=== Average 5y EM Spread Mode! Projection

risky asset markets.

o Defensive credits, higher quality credits (e.g. Brazil and
Asian USD denominated bonds) performed well during
the market falls.

o Spread widening at the broad index level was largely
due to significant spread widening in the higher
risk/higher beta bonds (e.g. Argentina and Venezuela).

o Overall index spreads are broadly in line with our
measure of fair value.
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Aggregate spread widening due to higher beta credits
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Sources: JP Morgan , Datastream, National Accounts, Towers Watson Spread 31 Mar 2010 (%)
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Asian currencies set for more appreciation

L3

In the last month EM FX sold off in line with

Asia BoP vs Current Account

other risky assets, especially EMEA currencies
with close trade and capital links to the Euro
area.

o We are generally positive on EM fundamentals.
A number of Asian currencies look
undervalued, and are supported by strong
current account surpluses and broader balance
of payments flows. These countries are also
experiencing advanced economic recoveries
and earlier prospects for inflation driven
monetary tightening. The recent increase in
exchange rate flexibility in the Chinese
renminbi also lends support for currency
appreciation.

o We continue fo recommend a long EM FX
position, financed against a basket of industrial
economies facing fiscal and financial risks (yen
especially).

Sources: JP Morgan, Datastream, Goldman Sachs, Towers Watson

towerswatson.com

Korea 5.1 3.2 0.7 6.8 6.9
India -3.5 -2.9 -2.5 -0.3 1.2
Malaysia 16.6 15.8 17.8 238 166
Thailand 5.0 5.0 75 8.1 3.0
Taiwan 9.8 16.0 11.4 8.3 6.4
Indonesia 1.0 17 2.3 6.1 48
Philippines 6.1 5.1 4.4 -1.0 6.9

Some Asian currencies “cheap” vs. USD

55%
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Commodities

Fundamentals should re-emerge as the key price
drivers

o Growth sensitive commodity markets have proved
particularly vulnerable to rising risk aversion and
investment returns have been poor this year.

o Global economic recovery risks have grown, especially
in China, but for now, commodity demand conditions
look sustainable. Additionally, supply constraints are re-
emerging in several sectors, including crude oil, and
some industrial metals, especially copper.

o Price weakness remains at the front end of price curves.
Longer-dated prices of most commodities — all of the
base metals — are elevated relative to historical norms,
although off their highs. In a number of cases they are
still trading above top-quartile cash costs, which should
encourage a good supply response, after allowing for
the usual issues of project delays and disruptions.

Sources: Bloomberg, Towers Watson

towerswatson.com

YTD commodity excess returns have been weak
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Explanation of current bond yields and future trend

@

&

From a long-term expectations point of view, long bond yields should be a function of a number of “fundamental” factors

o Essentially, the nominal bond yield should reflect inflation expectations, plus the real bond yield (which is an
indicator of growth expectations) plus a risk premium reflecting uncertainty around inflation outcomes

The difference between current yields and long-term expectations will either be due to an expectation of real yield
increases, or the unwinding of “technical’ factors which are currently artificially depressing yield levels, such as:

o Supply-side issues ~ e.g. due to the fiscal stimulus, quantitative easing, etc...
e EM (in particular China) FX policy resulting in a build-up of foreign reserves

We can therefore decompose nominal bond yields as follows:

The question is then whether the current fow level of bond vields is due more to very low growth expectations (which
would be reflected in low expected real yields) or to these technical factors, or both

20
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econciliation of current US bond yields with
“normative” conditions

Inflation expectations 2.3% 2.5% 2.5%
Inflation risk premium 0.3% 0.3% 0.3%
Real yield 1.0% 2.2% 2.2%
Technical

e Supply side (QE etc...) -0.5% -0.25% -

e EMFX policy -0.5% -0.25% -

Comments
o Based on our long-term assumptions, we expect 10-year yields to rise by around 240 bps over a 5-10 year timeframe

o In particular, our central real yield assumption depicts a scenario of weak growth, but not at “double dip” levels
e This increase in vields is made up of:
o Anincrease in inflation expectations of 20bps
s Anincrease in real yields of 120bps
e 100bps due to the unwinding of “technical” factors (assumed to be half supply side, half EMFX policy)
e We expect yields and inflation expectations to trend to our long term expectations over a shorter timeframe than the

unwinding of technical factors — this franslates to a medium term outlook where yields increase by around 200bps

towerswatson.com
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Regional issues

e China

s Asian Inflation and Emerging currency
o Alternative investments

e DSAA

towerswatson.com
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Confidentiality and Disclaimer

The comments included in this document should be considered in conjunction with the supporting and amplifying verbal comments and background provided by
Towers Watson prior to any action or decisions being taken. Past performance data shown in this publication is for the periods stated and should not be used as a
basis for projecting future returns of asset classes, investment managers or investment funds or products.

This document is provided to the intended recipient solely for its use, for the specific purpose indicated. This document is based on information available to Towers
Watson on the document’s creation date and takes no account of subsequent developments.

This document may not be modified or provided by the intended recipient to any other party without Towers Watsor’s prior written permission. The contents of this
docurment, whether in whole or in part, may not be disclosed by the recipient to any other party without Towers Watson’s prior written consent except as may be
required by law. In the absence of our express written permission to the contrary, Towers Watson accepts no responsibility for any consequences arising from any
third party relying on these documents or the opinions we have expressed. These documents are not intended by Towers Watson to form a basis of any decision by
a third party to do or omit to do anything.
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Towers Watson About Towers Watson

29/F Sun Hung Kai Centre,

30 Harbour Road, Hong Kong Towers Watson is a leading global professional services company that helps organisations

improve performance through effective people, risk and financial management.

T (852) 2827 8833

F (852) 2827 8899 About Towers Watson Investment

Towers Watson’s Investment business is a market leader in investment consuiting and
solutions. Our investment consulting services offer independent, research-driven investment
advisory services to help institutional investors adapt and succeed in the ever-changing
investment landscape.

In the conduct of investment advisory activities in Hong Kong, Towers Watson’s Investment
business (Watson Wyatt Investment Consuiting Hong Kong Limited, a Towers Watson
Company) is registered with the Securities and Futures Commission as a licensed corporation
for Type 4 regulated activity (Advising on Securities) and also registered with the Mandatory
Provident Fund Schemes Authority as an MPF corporate intermediary.

The information contained in this presentation is of general interest and guidance. Action
should not be taken without seeking specific advice from the consultant that normally advises
you.

© Towers Watson
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Peter J Ryan-Kane CFA
Head of Portfolio Advisory, Asia Pacific

August 2010

© 2010 Towers Watson, Al rights reserved.

TOWERS WATSON
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Asset

Primary purpose

Deliver return consistent
with risk profile

ocation Strategies

Timeframe

Breadth

Typical
Implementation

Focus
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Long Term

Generally extends to
all asset classes

Funds implement
directly, via balanced
mandates or via
advisory
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flow and funding
requirements, return,
risk

enerally long only
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Add incremental return
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Months

Liquid assets only
Long and short
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Resourcing of the asset allocation function

_ Thinking Ahead Group (TAG)———!

3

{dentifying new investment

s Applying new thshkmg o
current and new issues
HEAD.

Roger Urwin / Tim Hddgson
Asian Head: Tim }Jnger

o Strategic economic and
. vfmanclal assumptlons

o Capital markets forecasts ,
o Assetclassresearch

_ HEAD: David Hoile
- Asian Head: Jeff Chee

thinking and opportunities =

Asset Reéearch Téam .

Global Investment
Committee (GIC)

Develop our strategic

capital markets
positions

Ensure quallty and global
consrstency :

: "Stratyegy_Team
e Asset Liability modelliing and
developing a risk budget
o Liability managerment and.
structured solutions

. HEAD: Chris Ford
‘Asian Head: Peter Ryan-Kane

risk and return objectives

HEAD: Chris Mansi
Asian Head: Peter Ryan-Kane

Portfolio Constructlon Group
e Structunng portfohos to meet

Manager Research Team
s Researching the global
universe of investment
manhagers
. HEAD: Craig Baker
_ Asian Head: Mark Brugner
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Formation of Towers Watson asset class views ane

medium-term portfolio positions

o Analysis of underlying macroeconomic indicators and asset class
valuation metrics

o Fundamental research into new asset classes / medium term
opporiunities

s Formulation of asset class views based on analytical input from the
Asset Research Team

s Consideration of other external input and qualitative / judgement
overlay

o Translation of global asset class views into an Asia-Pacific context

o Views on local asset classes

o Translation of asset class views into portfolio advice taking into
account client objectives, liabilities, beliefs and governance.

o Risk budgeting of DSAA positions to assess potential impact on
portfolio risk and return

towerswatson.com 4
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Overview of the Towers Watson asset research process

2 Geopolitical inputs g Qutlook for alpha

Investment and financial : Asset : opportunity sets
market structural R h 2 New ideas coming from
developments esearc the market

# New investment ideas

¥
u  Analysis of economic theory and capital m Analysis of economic theory and capital
markets markets
& Risk/return drivers B Fundamental research - models for “fair
8 Correlation with conventional “betas” value”
# Implementation vehicles 8 Market absolute and relative value

Global investment Committee

towerswatson.com 5
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Bymméﬁ Strategic Asset Allocation — our philosophy

Fair value

< Range of market valuations &

Occasionally markets get Most of the time markets Occasionally markets get
here — are in this range —_— here
Reversion over medium Medium term reversion Reversion over medium
term more likely not likely term more likely

s Unsustainable mispricing in
existing asset classes

Niche opportunities

& Strong signal required, e.g. 2
standard deviations from “fair

= Noise to signal ratic for tactical
decisions is too high to
generate consistent excess
return

® Pricing could get worse before
reversion to fair value occurs

& Pricing anomalies are transitory
and reversion to fair value could
oceur quickly

' All medium term tilts require
two decisions

8 For each “long” tilt a “short” tilt

8 Need fo be able to make and Governance is key is also required
zmpI?ment decisions in “real & Coherent decision making
time framework required
towerswatson.com 6

©2010 Towers Watson. Alf rights reserved, Propristary and Confidential. For Towers Watsen and Towers Watson client use anly.

e e e e e e e 7 ‘1_ UV VRO UG ST U




towerswatson.com 7

© 2010 Towers Watson. All rights reserved, Proprietary and Confidential, For Towers Watson and Towers Watson client use only.

Examples of analytics — macroeconomic

- o

Fiscal / monetary stimulu

_ m Government net borrowing
= Central bank balance sheet
& Change in monetary base

towerswatson.com 8
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Strategic Asset
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decision set

o DSAA decisions generally revolve around the composition o Focusis generally on relative vaiue between broad asset
of the return-seeking part of the portfolio classes, and within an asset class (e.g. US vs European
equities)

o DSAA decisions rarely relate to the split between return-
seeking and risk-controlling assets s The framework will become more granular over time

towerswatson.com 12
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Logical porifotic benchmark

towerswatson.com
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Incorporation of DSAA views into asset class

assumptions

e A question that arises once one has medium term views on asset classes is the extent to which (if at
all) these views are incorporated into our asset class assumptions

o We note that the asset class assumptions are used for the purpose of assisting in setting the Fund’s
strategic asset allocation

s As aresult, the assumptions are long term in nature

s The assumption setting process (generally) assumes that markets are broadly in equilibrium and
uses:current market valuations as just one input into the process

o The DSAA process is based primarily on the consideration of relative valuations and other metrics
in order to establish whether asset classes are over / undervalued

o In addition, the DSAA process does not give much information of the time frame over which
reversion to “fair value” might occur, nor the price volatility that may be experienced on the way

e Therefore, there is a natural disconnect between the asset class assumptions and DSAA

« We believe that the asset class assumptions should be used for setting the long term strategic
benchmark, and then the DSAA views are used as an overlay to assess what the appropriate
current asset allocation should be

towerswatson.com 14
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s500d governance is critical to success

o DSAA isn’t easy ® Can a unanimous view be reached easily?

- The dynamics of the decision making group
are also important.

o Funds should only embark on a DSAA - In every market environment there is always

programme if there is a willingness to a believable rationalization of current market
endure underperformance for some time pricing

with a view to this paying off in the long = [s it possible for the Board fo take a

s Timeframe for the decision is important

run. single view and stick to it — both in the
o ltis crucial at the outset to define the case of the strategy doing poorly in the
parameters of the DSAA process short run, and in the case of turnover at

a Board level, where new Board

members may not have bought into the

decision.

— s the purpose of the exercise to B Can it be delegated?
enhance returns by both
underweighting risky assets when
they are expensive and
overweighting them when they look
cheap, or is it more about risk
management, so the focus is only on
underweighting risky assets when
they are expensive?

—  How much active risk relative to the
strategy the fund is willing to accept?

— Is this something Boards are willing to
delegate?

towerswatson.com 15
© 2010 Towers Watson, All rights reserved. Proprietary and Confidential. For Towars Watson and Towers Watson client use only.

Implementation Options

o DSAA is not easy — to implement it well requires:
s Having sufficient opportunities (and/or recognizing the impact of a narrow scope of opportunities)
o Breadth of input
e Sound basis for decision making
s Robust and disciplined decision structure that can tolerate short term underperformance
e There are a number of ways that a fund could implement DSAA:

e The Investment Committee or Executive could be the decision maker using inputs/insights from a
variety of external groups

o The Fund could hire an internal DSAA team
e The Fund could appoint an external advisor to whom decisions may or may not be delegated
o Combinations of these models could be used

o The most appropriate model for a fund will be dependent on the governance, resources and the
degree to which the Board is willing to delegate the decision

e Towers Watson is well placed to assist in this regard

towerswatson.com 16
®2010 Towers Watson. All rights reserved. Proprietary and Confidentiat. For Towers Watson and Towers Watson client use only.
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DSAA offering

e Monthly “chart pack” containing key market indicators, valuation measures and relative value analysis

o Chart pack will contain an executive summary that contains a high level summary of the most
important charts in the pack and alsc a summary of our current asset class views

e Monthly or quarterly conference call with a member of Towers Watson's Asset Research Team to
discuss;

o Key charts from the chart pack

o Macro and asset class views

e Current opportunities for tilts to the strategic asset allocation (if any)
o Opportunities in new asset classes (if any)

towerswatson.com 18
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Confidentiality and disclaimer

The comments included in this document should be considered in conjunction with the supporting and amplifying verbal comments and background
provided by Towers Watson prior to any action or decisions being taken.

This document is provided to the intended recipient solely for its use, for the specific purpose indicated. This document is based on information
available to Towers Watson on the document's creation date and takes no account of subsequent developments.

This document may not be modified or provided by the intended recipient fo any other party without Towers Watson's prior written permission. The
contents of this document, whether in whole or in part, may not be disclosed by the recipient to any other party without Towers Watson's prior
written consent except as may be required by law. In the absence of our express written permission to the contrary, Towers Watson accepts no
responsibility for any consequences arising from any third party relying on these documents or the opinions we have expressed. These documents
are not intended by Towers Watson to form a basis of any decision by a third party to do or omit to do anything.

towerswatson.com
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Naomi Denning
14 September 2010
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& Towers Walson. All iights reserved.

Towers Watson’s definifion of governance

e Governance budget refers to the capacity io create value from effective actions in the
chain of defined tasks and functions.

Governance = Organisational coherence X People X Process

towerswatscen.com © Towers Walson. A rights reserved,
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Ihy is governance important?

o Governance drives wealth creation.
e The governance budget determines how successful the risk budget is deployed.
» Investment arrangements should be aligned with the Fund’s governance capabilities.

The gain line

Return

Value creation / destruction
is a function of governance
budget

v

Risk
* Source: Ambachtsheer fefter, Towers Watsor
towerswatson.com © Towers Waison. All rights reserved.
p.3
Global Best Practice
Mission clarity, beliefs and risk budget are core attributes
o The Clark-Urwin governance study* found that the best-practice exemplar funds made frequent references to their
adherence to a number of core principles which we can summarise in the six attributes below.
s Strong beliefs is amongst these core attributes
o We regard the 'Strong beliefs' atiribute as one of the most critical to effective governance
Area Core best practice factors
Coherence
| Leaders Leadershi ent at the Board/investment
Gy e ith the key tole being the Investment Com
Process
+« See Best-practice invastment management. lessons for asset owners from the Oxford-Watson
towarswatson.com Wyatt project on govemance, Gordon L. Clark (Oxford University) and Roger Unwin @ Towaers Watson, Al dghts resarved.
p.4
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fhy investment decisions require beliefs

+ Beliefs are used extensively by funds already...but in an unstructured way

« Investment decisions are complex with massive data overload so we need beliefs
o But most beliefs are based on personal experience and opinion
= Joint decisions reflect multiple opinions at multiple levels

» Given the large amount of information potentially relevant to investment decisions, beliefs
are essential to allow investment committees to avoid paralysis via information overload.

s The process of specifying beliefs also allows for boards to be more coherent and
logical in their decisions.

o With structured beliefs...
o Time is saved/ deeper freatment is given to complex decisions
» Thinking and research can build a strong competitive base to beliefs
« Beliefs can be layered — executive level/ board level — and gaps limited

towerswatson.com © Yowers Watson, Al rights reserved,

5.5

Bel

iefs are required in four areas

« Today's belief setting process will cover four areas

Key Areas for Positions /

! Deiail Decision level
Beliefs

° Include consideration of optimal
Mission and goals risk exposure and time horizon
given stakeholder considerations

* What resources and processes
Governance are used in decision-making — to
fulfil the mission

* Include consideration of asset
Asset allocation and beta class pricing and mispricing and
how the fund might exploit these
beliefs

* [nclude beliefs about the
Managers and alpha conditions in which active
management can add value

fowerswaison.com @ Towers Walson, AH fights reserved.
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5 main challenges that best practice funds must
surmount

Adapting to a fast changing risk domain
Acting in the short term while considering long-term goals

Applying judgement and experience to new opportunities
Building alignment behind clear statement of goals

Managing agency issues

towerswaison.com @ Towers Walson, Alf rights reserved,
p.7
Global best-practice — core atiributes
e The best-practice exemplar funds made frequent references to their
adherence o a number of core principles which we can summarise in the six
attributes below.
Core best-practice factors
- Leadership, being evident at the board /IC leve
towerswatson.com @ Towers Watson, Al rights reserved.
p.&
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- Global best-practice — exceptional attributes

» But global best-practice is based on additional factors which mark these funds
out as exceptional

e The resources associated with fulfiling these points are considerably greater
than normal.

Exceptional best-practice factors

High level Board :
competencles--

towerswatsoh.com © Towers Watson. All rights reserved,

p.g
Hard things that research tells us about governance
Key research conclusions on governance taken from Clark and Urwin
" Governance Performance is linked to the size of governance budget employed , a combination of the
"] budget time, expertise and collective effectiveness of the Board set-up

o Global best The methods and behaviour of global high performing funds can be captured in a list of
practice gichal best practice (GBP) factors — around ‘people’, ‘process’ and ‘coherence’

3 Mission clarity | Prominent among GBP faciors is the importance of clarity of the mission, the commitment

' - of stakeholders to the mission, the measurement of the outputs relative to the mission

4 Two fier Also prominent among GBP factors is the two-tier structure with Board decision-making at
structure a high level and an executive team delegated responsibifities in a complemeniary role

5 Process GBP funds demonstrate a rigour and clarity with their investment process amund beliefs,

: risk budget and real-time reviews of managers and strafegic choices

6 Chairskills in | Effective Boards have chairs that manage collective commitment and optimise a limited
mediating governance budget rot withstanding differences in competency, trust and reliance

7,' Chair skills in Effective Board chairs create a strong risk management framework and dialogue by
framing risk moulding individual beliefs and pre-dispositions into collective belief systems

8 Delegations of | Boards shouid delegate more effectively, sither to internal teams, or to externat
Boards organisations fulfilling CIO type roles

9 Intensification | Funds operating in stressed and complex investment conditions need to be able to
under stress intensify their efforts to build a macre view of opportunities and threats to position strategy

10 Risk Stressed and complex investment condition s require sophisticated quantitative disciplines
dashboards with respect o risk overlaid with qualitative treatment of scenarlos and wider risks

towerswatson.com © Towers Walsen, Al rights reserved.
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Softer things about governance learnt the hard way

Key research conclusions on governance taken from Clark and Urwin

1 Board size

Investment committees do their best work at 4

2 | Board choice

Getting the right sort of investment people ‘on the IC bus’ is crifical

3 | Board committees

Commitiees (particularly for audlt and governance) are necessary to deploy scarce
resources

4 | Board cycles

Boards need to stay active and engaged between their regular cycle meetings

5 :| Accountabilities

" Most funds have poor accountabilities, IC’s should be accountab[e to Boards and.

executives should be accouﬂtable 0 lC’s..

6 | Chairs The Chair is very often responsible for more than half the IC’s effectiveness
7"‘ Independent. Given the need fo mediaté amiong different stakeholder interests, in highly complex
Chairs -/ areas, independent expert Chairs are generally the besttype . .

8 | Papers discipline

Time challenged Boards will find dashboards produce more effective decisions

g~ | Meetings - Boards aim to stay high, but invariably spend a fot of time ‘down in the weeds'
- | discipling - - A, LT T T T
10 Sf;:é?ame Governance is difficuit to change, but is surprisingly responsive when change occurs

towerswatson.com

@ Towsrs Watson, All righis reserved,

p.11

Alignment is key

GOVERNANCE
MODELS

Pecision Makers

Decision-making

° Committee style

= Oversight, monitoring,
performance measuring

* Committee style

atfributes ° i ° i
Muitiple aglenda Focused investment agenda + Committee style, calendar-time
* Calendar-time based s Calendar-time baged o CIO realtime based

INVESTMENT Cost Minimiser Alpha Focus Beta Focus Diversity and Skill Exploiter
MODELS Mainl ties & Diversity > 156%
Strate Mainly equities & bonds b::é: (t-;qug[;;s outside equities and | § Diversity »30% outside equities

o (2g BO% equities, 40% bonds) cquities ?09! t;’on ds) bonds (eg 40% and bonds (eg 20% equities, 40%

quities, 4U% equities, 20% absolute | | absolute return, 40% bonds)
return, 40% bonds}

Managers Mainly passive Mainly active " Passive and active Very active: Active risk afaund

20% of total risk

Ideai Allocation
of time

Governance

Strategy

Managers

towerswatson.com
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Core best practice attributes

towerswatson.com @ Towers Watson, All ights reserved,
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Global best practice Investment Committees and
investment Executives

e As an adjunct to our global best practice governance research, Towers
Watson has developed a model structure for a best practice Investment
Committee, and for the desirable responsibilities of the following roles:

o Investment Committee
o Investment Commiitee Chairperson
» Chief investment Officer

o The best practice structure and sample responsibilities for each of these roles
are described on the following pages.

s We recognise of course that there is no single best practice model, and that

responsibilities can differ within different organisations.

towerswatson.com

@ Towers Watson. Al rights reserved.

The ‘Global Best Practice’ Investment Commitlee

o« The table below illustrates some of the structural characteristics that are observed in best
practice \nvestment Committees.

‘Best Practice’

‘Best Practice’

Number :

Beard composition

Board member tenure

Controf over new Board
membears

Committee member
evaluation

Committee member
compensation

ideally 4-5 -
Chair is ‘'semi-exec’

Reprasentation membership +
Outsiders

CI0 on Committeg or in
attendance

3 year terms

no term limits

long tenures desirable
crganisational continuity
investment compeatency

fit with teamn :
annual process
perfarmance management
full market rates

time element

Governance reporiing
Number of
meetings/days

iC gore agenda

|C variabie agenda

substantial disclosures

" governance beliefs/principies

10+12 scheduled meetings

Off-sites

ttems covered by impact:. -
bellefs statements. .
limited time on alp_hé; o
traffic light p;é%céois for _

- reportingfescalating -5

Joint Chf CIO agreement
Education/ development

towerswatson.com

® Towers Watson. All righls reserved.
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The ‘Global

3est Practice’ investment Committee

= Below is the sample of responsibilities for best practice Investment Committees

Responsible for Notes on the role
Focusing the fund on appropriate mission, goais and. v;swn through |ts ‘Mission' clarity, expicit
decisions /inferacéions help it to achieve cis goais investment goals
' trat ’ Development of investment beliefs that support the mission Colleclive beliefs critical
Centra i
leadership role Bevelopment of high levei investment policy appropriate to the mission | Performance management
Lo with assoclated detailed KPI's :
Estabiish govarnance framework {rESQOBSlbllitieS and accountabilities) | Use of both main Board and -
and governance budget Commitiee structures
Developing an effective working relationship with Board and CIO, Build cohesive organisation
contributing to teamwork/ culiure
Providing oversight to management and ensuring the CIO is carrying Product of board/ executive more
out its roles effectively; ihan sum of parts
Leading and — . . . . : . )
providing Oversight in relation to the investment beliefs/ philozophy of the CIO Cohesion of belief struclure and
oversight to and their complementary fit with the Board competitive edge
management Review and sign-off key investment decisions: risk budget, asset High impact decisions
allecation
Review other invesiment decision-taking: manager line-up Lower impact decisions
Review operational aspects; in particular risk management Includes audit
Leading Ensuring effective relationships with all major stakehoiders Sponscr, also key suppliers
externally Building and enhancing the fund’s brand ‘Brand’ value propositior:

towerswatson.com

The ‘Global

Chairperson (ICC)

> Below is the sample responsibilities for best practice ICC.

© Towers Watson. All rights reserved.

3est Practice’ Investment Committee

Responsible for Notes on the role
Leading the investment Commitiee in the fund’s mission, and ‘Mission’ clarity; explicit mvestment S
" through dectdmg its hlgh ievel mvestmen% pollcy, help li ta achigve goals . :
its goals
l.eading the
Committee - Organising the composition, busmess efficiency and culture of the Information clarity and flow,
o board : : : E
Heads the Committee evaluation process Performance management
Building the investment befiefs of the Board and their Coheslen of belief strucire
complementary aspects to the CIQ/ executive beliefs
Leading the Developing effective working refationship with Board and CIC, and
Executive contributing fo the leadership cuiture
Ensuring the CI0 and its team is carrying out their roles effectively;
{sading the appointment replacement process when necessary,
Ensuring effective relationships are maintained with all major Particutarly sponsor, and
Leading stakeholders beneficiaries, also key suppliers
exterqai!y Building and enhancing the fund's brand ‘Beand’ acts to strengthen value
“proposition and draw in talent

tewerswatson.com
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The ‘Global Best Practice’ Chief Investment Officer (ClO)

» Below are the sample responsibilities for best practice CIO.

Responsible for Notes on the role
o . Assisting the Invastment Committee in their discussions and decisions, CIO can be member of {C or in
Assisting the | particularly with respect to investment pelicy and goals ) | attendance
Investment . o : ) L
Committee Ariiculating to the Investment Committee recommendations on investment
strategy, gefting their engagement, being accountable o them for resulis . -
Developing and enhancing ihe investment phitosophy ¢f the fund, The CiO bellef structure witl go
particutarly its belief structure and risk budgst deeper than the 1ICC's
:::{tjt:;;g;._t;atfr?y Managing the manager fine-up through design of external mandates and CIO takes responsibility in real-
ing the selection/ de-sefection decisions and inter-actions time for these decisions
impiementation
Managing the aliocations {(cash flows, rebalancing, tactical positions) to ClO takes responsibility in real-
asset classes! strategies within the agreed investment strategy time for these decisions
Selecting and organising the internal members of the executive ieam : Executive team will vary in size
Bunldmg the
team : " Establishing operational processes for all required investment actsons and
: SR heing accountable for operational performance . . . R
Developing effective working relationship with the 1CC and contributing to ICC and CI0O have eritical
Working with the the leadership culture working relationship
TMT Supperting the ICC in the enhancement of the fund's brand and its
stakehoider relationships
fowerswatson.com @ Towers Watson. Al Aghts resarved.
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Dashboards - theory, research and practice

The dashboard concept is an approach which we recommend Investment Committee use to
more effectively manage their meeting time and agenda.

o Clark and Urwin (2007, 2009) showed that governance
budget is a variable that can be enhanced as well as how
dashboards can be used to do that

«  Eckersley {(2005) defined corporate dashboards

= Kaplan and Norton (2002) produced the influential
balanced score-card methods

=  Thaler and Sunstein (2008) demonstrated that all
decision-making incorporates distortions producing
unhelpful actions and how ‘decision architecture’ could
filter out these actions and streamline decisions

towerswatson,com

The dashboard concept

What is in the dashboard?
® Analysis and guidance needed for decisions, not just the data

@

Dashboard papers are divided into 3 section which we term
levels’ as they indicate the priority of importance

Leval 1 refers the key paper for the meeting. The paper is
designed to highlight and provide guidance on the decisions
required for in the Investment Committee meeting.

Level 2 contains separate papers providing the core analysis
and commentary to guidance suggested in Level 1. These
reporis can be organised under different headings as
suggested in the following page.

Levet 3 papers are further supporting material which we
consider as supplementing the Level 1 and 2 papers,
providing deeper and broader briefing

The hierarchy of these papers is an important design
feature. Investiment Committee members can spend time on
important items bin Level 1, bui drop down to Level 2 and on
cccasions fo Level 3 to gain fuller understanding. The
navigation tools help to make this form of covering material
fast and efficient. These are summarised overleaf.

towerswatson.com
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'i 'i’he dashboard as a tool';.
toincrease govemance o

- ‘budget

2 Dashboards have. been :

developed to support
 business.

3 Dashboards can be

adapted to nudge faster'ij

" hetter decisions

@ Towers Watson, All rights reserved,
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Structure of a dashboard

Dashboard

Principles and goals
R MK XK 00K 00K

Principles dashboard —
big picture with mission, goals and beliefs
and a summary of value proposition

Princii:les Fund measures and perfommancs
Dashboard | XXX

investmant baliefs
Ko KK 3 00 KA XX HOODK

Risk register

K XK0C K 200¢

Risk Risk budgat 8 . :

Dashboard  { Xiot 00 XX 4 XX X 000X Risk dashboard — icoking at the overall
X 00 3 mix of risks and returns with both
Risk scanarios quantitative and qualitative drilling down
KX 3000 3008 00K

Manager structure
KK J00000NK XX XXHKHHX

DU | pscot sructive | : Structure dashboard — looking at the
= HX X000 00K K J00C J000C 100X X0t assets and managers that make up the

R strategy

Impertant not urgent
KRR

Plannin
Dachboged | Yoo 00 e

Planning dashboard - looking at the

status of current plans and the forward

agenda

towerswatson.com D Towers Watson, All rghts resesvad,
P23

{rashboard log
Forward agenda

How dashboards improve monitoring

We use a simple coloured tab rating to rank the importance of issues within each
dashhoard category:

Red octagon for Resolution; this item requires immediate resolution, with a decision

’J\ Yellow triangie for Attention: this item requires attention

Green square for Information, this item is for information, and no other action

Issues within the dashboard can then be easily prioritised based on their importance
and incorporated into the Investment Commitiee's meeting agenda, systematising
meetings and decisions. Therefore, dashboard facilitates better meetings, not just
better reporting. Please see next page for an example.

Electronic delivery of the dashboard can streamline meetings and reporting and enable
Investment Committee members to navigate their way around many sources of
information, based on their needs. All papers (Levels 1 to 3) can be linked in to the
dashboard electronically through fnks, enabling Investment Committee members to
access them using links. :

towerswalson.com © Towers Walson, All rights reserved.
p.24



How dashboards improve monitoring
Example: mapping dashboards to meeting agenda

Dashboard

Principies
Dashboard

Principles and goals
XX X 30008 K 100X 3000

Fund measures and performance
00 Knx

Investment beliefs
KK 208 X KUK KKKX KK KHKHKRK

Zi]

Risk Dashboard

Risk register
K XHRK K Kk

e
t‘.

Risk budget
30K 08 104 X0 00X 000K

XA K00 XK

Risl scenarios
KX X000 X 100X

-

Structure
Cashboard

WManager structure
KO OO X

Asse! structure
KK 00K XK K 00K, XUKKXK. KK, XX

= XKI00 KK X000

Pilanning
Dashboard

Imgortant not urgent
KX HRAHK

K04 MK XXX

Dashioard log
Forward agenda

towerswatson.com
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Agenda

F 00K X0 00K 3 300K X X 300¢ 30000

Asset struclure HOOK X X XKAH K K MK
@1 For declsion 45 minute Rem
2 " K0¢ 300K X 1000 X X 000X 00K X X
Risk budget XK X 35K
KK KK

For discussion

30 minute tem

Manager structure
K K KR KA S Mk
Poy

For discussion

KK R0 X K KO0 X000 X 3008 X 3000
KK XK XK X 3000 X J0000K 100K X X
3000 006

30 minute iter

important not urgent

For discussion

KRN SO K XK X 3 JONK K XX
JOOQL K X 200K XX KK 0K X K00

30 minute item

Dashbeard

For noting

X IOOOOHHRIKR, XX HHXKKK

T - X000

15 minute item

@ Towers \Walson. All ights resorved.

p.25


emily
文字方塊


	壹、考察目的
	貳、行程安排
	參、參訪機構及個人簡介
	一、韜睿惠悅企管顧問公司（Towers Watson）
	二、Naomi Denning：亞太地區投資顧問部門總監
	三、Yvonne Sin，冼懿敏：中國地區投資顧問部門總經理
	四、Janet Li，李子恩：台灣投資顧問部總經理暨首席顧問
	五、Mark H. Brugner：亞洲區經理人研究團隊主管
	六、Rena Pang：香港及台灣地區投資顧問

	肆、參訪主題
	一、韜睿惠悅2010年全球退休金市場調查研究 
	（一）主要發現
	（二）對退休基金發展具影響力的6項因子
	（三）目前退休基金關注的6大議題

	二、全球投資最新趨勢及動態策略性資產配置
	（一）對經濟前景的看法-2009年12月
	（二）對經濟前景的看法-2010年8月
	（三）資產配置策略類型
	（四）動態策略性資產配置

	三、經理人研究
	（一）強大之全球經理人研究平台
	（二）韜睿惠悅之經理人研究哲學
	（三）選擇經理人不能只注意過往績效
	（四）韜睿惠悅尋找之經理人特質
	（五）紅綠燈分析

	四、投資治理
	（一）治理及治理預算之定義
	（二）為何治理很重要？
	（三）投資治理之全球最佳實踐(Global Best Practice，GBP)
	（四）治理須克服之困難

	五、年度論壇Ideas Exchange Annual HK

	伍、心得與建議
	一、心得
	（一）全球退休金市場趨勢
	（二）投資績效與風險管理
	（三）新興市場漸成為焦點

	二、建議
	（一）資產配置
	（二）經理人選任
	（三）風險管理


	陸、附錄
	1.pdf
	壹、考察目的
	貳、行程安排
	參、參訪機構及個人簡介
	一、韜睿惠悅企管顧問公司（Towers Watson）
	二、Naomi Denning：亞太地區投資顧問部門總監
	三、Yvonne Sin，冼懿敏：中國地區投資顧問部門總經理
	四、Janet Li，李子恩：台灣投資顧問部總經理暨首席顧問
	五、Mark H. Brugner：亞洲區經理人研究團隊主管
	六、Rena Pang：香港及台灣地區投資顧問

	肆、參訪主題
	一、韜睿惠悅2010年全球退休金市場調查研究 
	（一）主要發現
	（二）對退休基金發展具影響力的6項因子
	（三）目前退休基金關注的6大議題

	二、全球投資最新趨勢及動態策略性資產配置
	（一）對經濟前景的看法-2009年12月
	（二）對經濟前景的看法-2010年8月
	（三）資產配置策略類型
	（四）動態策略性資產配置

	三、經理人研究
	（一）強大之全球經理人研究平台
	（二）韜睿惠悅之經理人研究哲學
	（三）選擇經理人不能只注意過往績效
	（四）韜睿惠悅尋找之經理人特質
	（五）紅綠燈分析

	四、投資治理
	（一）治理及治理預算之定義
	（二）為何治理很重要？
	（三）投資治理之全球最佳實踐(Global Best Practice，GBP)
	（四）治理須克服之困難

	五、年度論壇Ideas Exchange Annual HK

	伍、心得與建議
	一、心得
	（一）全球退休金市場趨勢
	（二）投資績效與風險管理
	（三）新興市場漸成為焦點

	二、建議
	（一）資產配置
	（二）經理人選任
	（三）風險管理


	陸、附錄

	2.pdf
	壹、考察目的
	貳、行程安排
	參、參訪機構及個人簡介
	一、韜睿惠悅企管顧問公司（Towers Watson）
	二、Naomi Denning：亞太地區投資顧問部門總監
	三、Yvonne Sin，冼懿敏：中國地區投資顧問部門總經理
	四、Janet Li，李子恩：台灣投資顧問部總經理暨首席顧問
	五、Mark H. Brugner：亞洲區經理人研究團隊主管
	六、Rena Pang：香港及台灣地區投資顧問

	肆、參訪主題
	一、韜睿惠悅2010年全球退休金市場調查研究 
	（一）主要發現
	（二）對退休基金發展具影響力的6項因子
	（三）目前退休基金關注的6大議題

	二、全球投資最新趨勢及動態策略性資產配置
	（一）對經濟前景的看法-2009年12月
	（二）對經濟前景的看法-2010年8月
	（三）資產配置策略類型
	（四）動態策略性資產配置

	三、經理人研究
	（一）強大之全球經理人研究平台
	（二）韜睿惠悅之經理人研究哲學
	（三）選擇經理人不能只注意過往績效
	（四）韜睿惠悅尋找之經理人特質
	（五）紅綠燈分析

	四、投資治理
	（一）治理及治理預算之定義
	（二）為何治理很重要？
	（三）投資治理之全球最佳實踐(Global Best Practice，GBP)
	（四）治理須克服之困難

	五、年度論壇Ideas Exchange Annual HK

	伍、心得與建議
	一、心得
	（一）全球退休金市場趨勢
	（二）投資績效與風險管理
	（三）新興市場漸成為焦點

	二、建議
	（一）資產配置
	（二）經理人選任
	（三）風險管理


	陸、附錄




