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Current themes

LDI strategies are dynamic

Investment strategy evolving through time
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= | DI strategy is determined by a scheme’s funding position

= Market opportunities can prompt changes to investment strategy F ~
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Current themes

Market opportunities: Gilts currently yield more than swaps

Significant and persistent inversion of swap spreads*

5.0%

4.5%

4.0%

High Low Latest
30yr Generic Gilt Yield 5.121% 17/05/02 3.689% 18/01/06 4.227% 22/06/10
30yr Swap Yield 5.430% 27/05/02 3.202% 03/12/08 3.906% 22/06/10
Swap spread 0.563% 30/07/07 -0.739% 23/01/09 -0.321% 22/06/10

*Source: Bloomberg 22" June 2010 F ‘
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Current themes

Market opportunities: Which rate to hedge?

Nominal interest rates Inflation (RPI)
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Current themes

LDI investment solutions:

= Linking current themes to LDI products and strategies

The need for return

_ _ _ Equity-linked bond funds
Higher yield on gilts than swaps

Investing at the right market level } Triggers
Selecting the right time to hedge

Inflation only hedging
Inflation, nominal and real rates

B
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F&C’s equity-linked bond funds
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The F&C Equity-Linked Bond Funds

Full exposure to equity markets via investment in cash & futures

Physical passive equity can be replicated by holding “cash” & equity futures

100% cash

100% passive equity
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100% equity futures
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The F&C Equity-Linked Bond Funds

F&C UK Equity-Linked Inflation Fund

FTSE 100
-0% = 100% exposure to FTSE 100 (futures)

= 75% Over 5 year Index-Linked Gilts
— Passively managed

= 25% Cash

25% Over 5 year index linked gilts — Deposits
75%

— Money Market instruments

= Equity exposure is achieved through FTSE 100 futures. Only 25% of the Fund'’s assets are held in
cash to meet variation margin calls; therefore 75% can be invested in index-linked gilts

= The Fund will re-balance monthly to the asset allocation weights specified above F

m
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The F&C Equity-Linked Bond Funds

Key features:

» Provides exposure to nominal or index-linked gilts
= Does not require a reduction in total equity investments made by the scheme

= No complex derivatives
— Fund is prohibited from investing in over-the-counter derivatives
— Fund generates equity exposure through exchange traded futures

= Counterparty / credit risk is very low
— UK treasury (qilts)
— Clearing house (equity futures)
— High quality deposits / money market investments
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The F&C Equity-Linked Bond Funds

F&C UK Equity-Linked Inflation Fund

Cash
25%

—
-

FTSE 100
100%

Over 5 year
index linked gilts
75%

F&C Overseas Equity-Linked Inflation Fund

Topix 17%

S&P 500
33%

Cash
25%

Hang Seng 8%

ASX 200 8%

Eurostoxx 50
33%

Over 5 year
index linked gilts
75%

Cash
25%
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FTSE 100
100%

Over 15
year gilts
75%

F&C UK Equity-Linked Gilt Fund

F&C Overseas Equity-Linked Gilt Fund

1 o
S&P 500 Topix 17%

33%

(A

33%
Over 15
Cash year gilts
25% 75%

Hang Seng 8%
ASX 200 8%

Eurostoxx 50

= Equity exposure is achieved through futures. Only 25% of the Fund’s assets are held in cash to meet variation margin calls; therefore

75% can be invested in gilts

= The Fund will re-balance to the weights above monthly

Expect excellence

m

FC

Imvestments



The F&C Equity-Linked Bond Funds

Fund characteristics

= Liquidity
— Daily dealing
— Fund trades at a single price
— Underlying investments selected to be highly liquid

= Fund structure

— Strong governance and regulation
— UK registered OEIC
— UCITS lll compliant

= Standardised legal documentation
— Funds have a prospectus and an application form

= Robust independent oversight
— JP Morgan (the depositary) provides third party monitoring

= Simple and low governance solution
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Section lll

Trigger based execution
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Trigger based execution

Triggers explained

= Triggers are instructions for the Fund Manager to implement a hedge when the market
reaches a specified level

= Monitoring
— Triggers observed daily
— Real time

— Trade placed in the market at the earliest intra-day opportunity following the trigger level being
reached

— Implementation cannot be guaranteed, (market liquidity amongst other factors could prevent
the transaction being dealt)

= Regular review of triggers with clients or their advisors to ensure suitability

F =
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Trigger based execution

Implementation strategy: The importance of monitoring triggers daily

25yr inflation swap rate

o __ _ _ _ _ _ _ _ _ _ _ _____________ o _________________________________________________
3.90% High on 16/12/09: 3.8545

Average: 3.7148
Low on 18/09/09: 3.5425
Last price on 31/12/09: 3.7688

3.85% -

3.80% -

3.75% -

3.70% +

3.65% -

3.60% -

3.55% -

350% T T T T T
Jul 09 Aug 09 Sep 09 Oct 09 Nov 09 Dec 09

= This is an example of a real trigger based implementation traded in September
2009 at the time of an ILG syndication

= Market traded below 3.55% intra-day for a period of a few hours only F r
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Section IV

Hedging inflation risk in isolation
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Hedging inflation in isolation

Drivers of valuation

Fixed liability Index-linked liability

Value (£) Value (£)
1ooA- ------------------------- 5 180 A
>Inflation
’,'/, 100 """""" /‘/7"’: """"" =7
41.5/ pumm’ 745
415 E{ >Nominal benefit
: <
t, ty, time t by time
Valuation = F(interest rates) Valuation = F(interest rates, inflation)
» [ndex-linked liabilities driven by real interest rates
= Real interest rates = nominal interest rate — inflation F rmn
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Hedging inflation in isolation

Recap: Which rate to hedge?

Nominal interest rates Inflation (RPI)
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Hedging inflation in isolation

Overview of the fund range

Nominal interest rates Real interest rates Inflation
£ (Inf f
= . : : , Inflation component o
§ Fixed benefits Index-linked benefits index-linked benefit)
= Index-linked bonds,
> Bonds, Swaps inflation-swaps, ground Inflation swaps
< rents, infrastructure

In 2009 F&C launched an LDI fund to enable schemes to hedge
inflation risk in isolation

F o
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F&C’s LDI funds

F&C’s LDI funds

Nominal interest rate sensitivity by bucket
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F&C’s LDI funds

Overview of the fund range

= F&C launched its LDI fund product in 2006

Choice of
— LIBOR cash fund
— SONIA money market fund (new in 2009)

Choice to purchase protection against:
— Real interest rates
— Nominal interest rates
— Inflation (RPI)

The funds are leveraged up to 4x on average
— SONIA funds (4x leveraged)
— LIBOR funds (3x leveraged)
— Money market funds are directly investable

Rebalancing mechanism to prevent leverage becoming too high or too low

Innovative principal counterparty structure utilising ‘central clearer'

= DI pools have an independent custodian and fund administrator
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F&C’s LDI funds

LDI fund range
SONIA LDI FUND RANGE

[ Setilingal) ISR e 1 [ Common SONIA targeting cash fund }
cash fund
20072011 | | [ LDINominal1 ][ LDIReal1 ||| LDINominal1 ]| LDIReal1 || LDllInflation1 |
20122016 | | [ LDINominal2 |( LDIReal2 ||| LDINominal2 ]| LDIReal2 || LDlInflaton2 |
20172021 | | [ LDINominal3 |( LDIReal3 ||| LDINominal3 ]| LDIReal3 |[ LDlInflation3 |
20222026 ||| LDINominal4 ][ LDIReal4 ||| LDINominal4 | LDIReal4 |[ LDIInflation4 |
20272031 | | [ LDINominal5 || LDIReal5 ||| LDINominal5 ]| LDIReal5 |( LDllInflaton5 |
20322036 | | [ LDINominal6 |( LDIReal6 ||| LDINominal6 || LDIReal6 || LDlInflation6 |
20372041 | | [ LDINominal7 ][ LDIReal7 ||| LDINominal7 ]| LDIReal7 || LDlInflaton7 |
20422046 | | [ LDINominal8 |( LDIReal8 ||| LDINominal8 ]| LDIReal8 || LDlInflaton8 |
20472051 | || LDINominal9 ][ LDIReal9 ||| LDINominal9 ][ LDIReal9 |( LDIInflation9 |
20522056 | | [ LDINominal 10 | LDIReal10 ||| LDINominal10 || LDIReal10 | LDIInflation 10 |

J (. J
3 times leverage 4 times leverage

Luxembourg domiciled Fonds Commun de Placement (FCP)

BBH act as fund administrator and custodian
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Section V

Wrapping up
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Wrapping up

= An LDI strategy should be dynamic, driven by
— Scheme’s funding position
— Market opportunities

= Some schemes cannot afford to wait to de-risk
= Some schemes may need to wait to de-risk by hedging their liabilities
* Time implementation of LDI strategy through the use of triggers

= Strategies discussed today are applicable to everyone; from £10m schemes
through to £10bn schemes

F =
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Countries

United Kingdom

F&C Management Limited
Exchange House
Primrose Street

London EC2A 2NY

Tel: +44 (0) 20 7628 8000
Fax: +44 (0) 20 7770 5487
Website: www.fandc.com
Authorised and regulated in the UK
by the Financial Services Authority.
Netherlands

F&C Netherlands B.V.

Jachthavenweg 109 k
1081 KJ Amsterdam

Tel: +31 (0) 20 582 3000

Regulated in the Netherlands
by the Autoriteit-FM.

United States

F&C Management Limited
265 Franklin Street

16t Floor

Boston MA 02110

Tel: +1 (0) 617 426 9050

Authorised and regulated in the UK
by the Financial Services Authority

United Kingdom

F&C Management Limited
80 George Street
Edinburgh EH2 3BU
Scotland

Tel: +44 (0) 20 7628 8000

Authorised and regulated in the UK
by the Financial Services Authority.

Portugal

F&C Portugal, Gestao de
Patrimoénios, S.A.

Av. José Malhoa n° 27-6° Piso
1070-157 Lisboa

Tel: +351 (0) 21 003 3200

Regulated in Portugal by the CMVM
and the Bank of Portugal.

Switzerland

F&C Management Limited
Avenue Louis Casai 18
CH - 1209 Geneve
Switzerland

Tel: +41 22 7477714

Authorised and regulated in the UK
by the Financial Services Authority

United Kingdom

F&C Management Limited
Park Lodge

London Road

Dorking

Surrey RH4 1QP

Tel: +44 (0) 20 7628 8000

Authorised and regulated in the UK
by the Financial Services Authority.

France

F&C Management Limited
11 Place des 5 Martyrs du
Lycee Buffon BP 148
75664 PARIS

Cedex 14

Tel: +33 (0) 1 43 22 13 66

Authorised and regulated in the UK
by the Financial Services Authority

Sweden

F&C Management Limited
Stureplan 4C, 4th floor
114 35 Stockholm
Sweden

Tel: +46 (0) 850 901276

Authorised and regulated in the UK
by the Financial Services Authority

United Kingdom

F&C REIT Asset Management Plc

5 Wigmore Street

London

W1U 1PB

Tel: +44 (0) 20 7499 2244

F&C REIT Asset Management Plc is a
wholly owned subsidiary of F&C REIT

Asset Management LLP and is
authorised and regulated by the
Financial Services Authority (FSA).

Germany

F&C Management Limited
Niederlassung Deutschland
Mainzer Landstr. 49/49a
60329 Frankfurt

Tel: +49 (0) 69 308 55 098

Authorised and regulated in the UK
by the Financial Services Authority

Hong Kong

F&C Management Limited
66t Floor, Suite 01

The Center

99 Queen’s Road Central
Hong Kong

Tel: +852 3965 3160
Authorised and regulated in the UK
by the Financial Services Authority.

Ireland

F&C Ireland Limited
Block 5

Harcourt Centre
Harcourt Road
Dublin 2

Tel: +353 (0) 1 436 4000

Authorised in Ireland by The Financial
Regulator under the Investment
Intermediaries Act 1995.

Germany

F&C REIT Asset Management
GmbH & Co. KG

Oberanger 34-36

80331 Munchen

Germany
Tel: +49 (0) 89 61 46 51 0

F&C REIT Asset Management Plc is a wholly
owned subsidiary of F&C REIT Asset Management
LLP and is authorised and regulated by the
Financial Services Authority.

India

F&C REIT Property Management India
91 Maker Chambers VI

Nariman Point

Mumbai 400 021

India

Tel: +91 (0) 22 2282 9430

F&C REIT India Private Limited is a wholly owned
subsidiary of F&C REIT Property Asset
Management LLP. Part of the F&C Asset
Management Plc Group

Past performance should not be seen as an indication of future performance. The value of investments and income derived from them can go down as well as up as a result of market or currency movements and investors may not get back the
original amount invested. The information, opinions estimates or forecasts contained in this document were obtained from sources reasonably believed to be reliable and are subject to change at any time. F&C Group Companies may from time
to time deal in investments mentioned herein on behalf of their clients. The source of information in all graphs is F&C unless otherwise stated. F&C Management Limited is authorised and regulated by the Financial Services Authority (FSA)
FRN:119230. Limited by shares. Registered in England and Wales, No. 517895. Registered address and Head Office: Exchange House, Primrose Street, London, EC2A 2NY, United Kingdom. F&C Asset Management plc is the listed holding
company of the F&C group. F&C Management Limited is a member of the F&C Group of companies and a subsidiary of F&C Asset Management plc. F&C, the F&C logo, REO and the ‘reo’ logo are registered trade marks of F&C Asset

reproduced by any party whether by photocopying or storing in any medium by electronic means or otherwise without the prior approval of F&C Management Limited.

Management plc. F&C INVESTMENTS and the F&C INVESTMENTS logo are trade marks of F&C Management Limited. © Copyright F&C Management Limited 2007. All Rights Reserved. Neither this document nor any part of it may be ﬂ
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Important information

This document is being distributed only to and directed only at (i) persons who have professional experience in matters relating to
investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001, as amended (the
“Order”), and (ii) persons falling within Article 49(2)(a) to (d) of the Order and other persons to whom it may otherwise lawfully be
communicated (all such persons together being referred to as “relevant persons”). This document must not be acted on or relied on by
persons who are not relevant persons.

This document does not constitute, or form part of, any solicitation of any offer to deal in any investment. This document, and the trading
ideas and preliminary investment advice contained in it, is provided only to assist financially sophisticated investors in arriving at an
independent investment decision and is not intended to be, and must not alone be taken as, the basis for an investment decision. This
document, and the trading ideas and preliminary investment advice contained in it, may not be solely relied on in connection with an
investment decision and each recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of any transaction described in this document, and should consult its own legal counsel and financial, actuarial,
accounting, regulatory and tax advisers to evaluate whether to make such an investment.

All information herein is indicative based on certain assumptions and current market conditions and is subject to change without notice.
Information other than indicative terms (including market data and statistical information) has been obtained from various sources. No
representation or warranty, express or implied, is given and no responsibility or liability is or will be accepted by or on behalf of F&C or by
any of its subsidiaries, affiliates, employees, directors, officers or agents or any other person as to the accuracy, completeness or
correctness of the information contained in this document or any other oral information made available and any such liability (whether in
negligence or otherwise) is expressly disclaimed. Any analysis presented herein that indicates a range of outcomes that may result from
changes in market parameters is not comprehensive, is not intended to suggest that outcome is more likely than another and may have
been derived using F&C proprietary models, historic data and subjective interpretation. Opinions expressed are our current opinions as of
the date appearing on this material only.

Certain transactions, including those involving futures, options and high yield securities, give rise to substantial risk and are not suitable for
all investors. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on
the value or price of, or income derived from, the investment. Where investments are made in emerging markets, unquoted securities or
smaller companies, their potential volatility may increase the risk to the value of, and the income from, the investment. Transactions of the
sort described herein contain complex characteristics and risk factors. Past performance should not be seen as an indication of future
performance. The value of investments and the income derived from them can go down as well as up as a result of market or currency
movements and investors may not get back the original amount invested. Transactions incorporating derivatives may create additional
risks and exposures.

F&C, or any connected or associated person, may hold a long or short position or a derivative interest in the financial instruments of any
issuer referred to herein or may otherwise have a material interest in the transactions described herein.
FC

Expect excellence 27 Investments



