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Investment Solutions is a specialist investment
management company, committed to providing
innovative multi-nmnanager and pension scheme
solutions to our clients.

We specialise in small to mid-sized pension
schemes, and strive to provide bespoke
products and all-encompassing service
solutions that are generally only available to
larger schemes. This objective is underpinned
by a highly disciplined investment process,
innovative product range and relentless focus
on service excellence.

We are independent, with no connection

to any underlying fund manager. Given the
opportunity, | am confident we can design and
implement a pension scheme solution ideally
suited to your unigue circumstances.

Rufus Warner

Chief Executive Officer
Investment Solutions
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Investment Solutions was founded in 1997 to provide multi-manager
based asset management solutions to pension clients in South
Africa. We have subsequently developed into one of the largest
multi-managers in the world, with over £13.9bn AUM and over

1,900 retirement and pension clients (as at April 2010).

In the United Kingdom, Investment Solutions has been providing
services to the occupational pension scheme market since 2003,
and specialise in providing small to mid-sized pension schemes
with leading edge investment products and services.

We believe the key priorities of pension schemes are to:
¢ Address funding levels

e Improve asset allocation

¢ Reduce volatility

e Achieve capital protection

We strive to constantly develop new products and services that help
our clients manage their pension schemes more effectively.



The Investment Solutions service proposition is centred
around three fundamental pillars:

1. Investment platform

Our in-house investment platform offers clients a bespoke,
all encompassing, “one-stop” service capability.

2. Multi-management

Access to our highly regarded in-house multi-manager
investment portfolios, which we believe provide superior
risk-adjusted returns over time.

3. Pension focused products and services

We have developed a range of specialist products and services
tailored to the specific needs of our pension scheme clients.
These products are available for clients to select as befits their
unique circumstances.

¢ Real-time scheme liability reporting
 Extensive range of investment funds
¢ Fiduciary Management Service

e Liability Driven Investing
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Utilising our in-house Life Insurance Company (authorised and
regulated by the Financial Services Authority), Investment Solutions
is able to offer a pension scheme investment-only service (non-
advised) to clients and their advisers.

By issuing clients with a Trustee Investment Plan (TIP) policy, we are
able to offer a “wrapping” facility for pension schemes. Combining
this “wrapper” with an open-architecture and flexible administration
platform we can provide:

¢ Access to a comprehensive set of investment funds:

- Investment Solutions in-house multi-manager equity and
fixed income funds.

- Individual active fund managers to suit specific, niche
requirements.

- Passive equity and bond funds.
- A suite of Liability Driven Investment (LDI) bond funds.
- Property funds.

¢ Centralised investment administration, dealing and reporting.
e Cost and administration efficiencies.
e Efficient transition management.
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Multi-mmanager investment is where an investment manager, such as Investment Solutions, appoints
a combination of managers to manage assets on a portfolio basis. Our core activity involves
continually researching and monitoring the global investment manager universe to select the best
managers, given specific evaluation criteria and investment goals. This process enables high quality
managers to be identified and blended into diversified portfolios.

¢ Diversification
Greater investment diversification across both asset classes and managers, which helps reduce
investment risk and deliver more consistent returns. Investment Solutions believes that no
single investment strategy can consistently outperform as investment styles regularly come in
and out of favour. We aim to minimise periods of underperformance by blending managers of
contrasting styles and investment approaches to achieve a smoother return pattern.

e Outsourced manager research
Assessing and monitoring fund managers is time-consuming and requires specialist skills and
processes that trustees have little experience of.

e Access to fund managers
Multi-managers can provide access to specialist fund managers that are typically out of reach
for smaller investors.

e Cost savings
Resulting from the competitive fee arrangements a multi-mmanager can negotiate with specialist
managers and other service providers such as custodians.

e Consolidated reporting and unit pricing
Providing regular updates on the value of investments and consolidated performance reports.



A simple example of diversification

By combining uncorrelated managers together, a smoother
return pattern can be achieved, as demonstrated below.

Top quartile

Return

Bottom quartile

Time

s Single manager 1
s Single manager 2

e Multi-manager - a combination of single manager 1 and 2

Source: Investment Solutions, for illustrative purposes only.
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Investment Solutions aims to achieve consistent benchmark
outperformance over a three-year cycle. We invest with external
managers to provide best of breed multi-manager portfolios.

Within a world full of complexity and distraction, we consciously
strive to keep the investment process simple to ensure that we
remain focused on the important issues.

We believe in the Adaptive Market Hypothesis and this theory is
evident throughout our investment process and philosophies.

¢ Active management outperforms over time.

e Flexible diversification of fund manager styles and
approaches enhances returns.

¢ Markets, investment styles and asset prices often deviate
significantly from equilibrium levels, leading to distortions
that can be capitalised on.



Implementing our investment philosophy

Investment Solutions follows a five-step investment process, which
makes use of three independent, proprietary Manager Assessment
and Ranking Systems (MARS models). These MARS models are
multi-factor models that have been developed and refined over time
to assist with manager selection and allocation decisions.

Step 1: Initial portfolio design

Step 2: Manager research (MARS models)

Step 3. Portfolio construction (MARS models)

Step 4: Investment decision-making (Investment Committee)

Step 5: Ongoing monitoring and reviewing

Qualitative Quantitative
MARS 1 MARS 2

Markets and
Economic
Research (MER)
MARS 3
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Risk control is an important aspect of what we do and it is inherent
throughout our processes. Our Investment Committee oversees
the investment process and is ultimately concerned with how we
achieve performance in a risk adjusted manner.

Risk is assessed:
¢ At the manager level - through the MARS 1 and 2 models.

e At the economic environment level - covered in the Markets and
Economic Research (MER) MARS 3 model.

e At the portfolio level - there are risks that are both intended
and unintended when certain managers are combined. These
risks are analysed to ensure that they are unlikely to negatively
impact on fund performance.

e At the administrative and regulatory level - we conduct detailed
operational reviews of managers and fund structures before any
investment is made.



Each pension scheme has differing investment goals and attitudes to risk when it comes to
managing their assets and there isn’t a “one-size-fits-all” solution. Consequently, we have developed
a comprehensive range of funds, covering all asset classes and including both active and passive
investment styles. Our funds can be grouped as growth or protection funds.

Growth funds are investments with the highest long-term expected rates of return and highest risk
levels. These characteristics make them ideal tools for reducing pension fund deficits. As single
asset classes, we have developed a range of funds that focus on UK and global equities, gilts,
corporate bonds and property. In the diversified category, Investment Solutions has developed a
Multi-Strategy Fund, which invests across a wide range of asset classes and alternative investment
approaches to provide equity-like returns but with a smoother return profile over time.

Protection funds are typically funds whose value drivers are set to mirror the drivers of a pension
scheme’s liabilities. We have a range of protection funds including long and short-dated gilts and
corporate bonds to enable a scheme to match to their commitments and manage their funding
levels, along with index-linked gilts to protect against inflation. We also provide a selection of
fixed and inflation-linked LDI Bond Funds for those pension schemes that require a higher level
of sophistication.



Select World Equity Fund

The Select World Equity Fund (WEF) offers best of breed strategies from around the world, giving
investors a diversified equity-based portfolio. The Fund is actively managed and adopts both
strategic long-term and tactical allocation views to take advantage of movements in global markets.

Key Features:
e Targets positive relative returns in varying market conditions.

¢ Unconstrained global management - access to a wide range of global equity markets,
according to the investment attractiveness of the markets.

e Access to some of the industry’s most highly skilled managers from around the world.

¢ Provide a diversified portfolio with the flexibility to move between equity markets.

Multi-Strategy Fund

The Multi-Strategy Fund (MSF) aims to provide equity-like returns over the longer-term (5-7 years),
but with reduced volatility. This is achieved by combining best of breed funds that cover a wide
range of asset classes and whose returns are expected to have low correlations with one another.
The Fund is managed within an active asset allocation framework with three investment categories:
Absolute Return, Equities and Themes.

Key Features:

e Targets positive absolute returns in varying market conditions.
¢ Access to a wide range of alternative asset classes.

e Access to some of the industry’s most highly skilled managers.

e Tactical flexibility to move between asset classes.
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Our in-house developed pension scheme liability reporting system
monitors the liabilities of our pension scheme clients on a daily
basis; using specific scheme characteristic.

e This capability enables our clients to make more timely and
informed investment decisions.

*  When combined with a scheme’s asset valuations, we are able
to estimate the extent of any pension scheme deficit for clients
on a daily basis.

e Our liability reporting system is an integral part of our Fiduciary
Management offering.



Fiduciary Management Solutions

Fiduciary Management Solutions (FMS) is a service that allows our clients to outsource aspects of
the management of their scheme’s assets, relative to their liabilities, to Investment Solutions.

The service aims to enhance a pension scheme’s decision-making framework through agreed levels
of delegated responsibility.

The key benefits of FMS

e The ability to outsource selected aspects of decision-making (within a pre-agreed mandate) to
people whose everyday job is to look after investments.

¢ Vastly accelerated decision-making, enabling the scheme to take advantage of market
movements to more appropriately position the scheme relative to its liabilities (e.g. move into
growth or protection assets).

We believe that such a real-time approach to managing scheme assets, leveraging investment
technology and outsourced decision-making, can add value to the financial health of a pension
scheme.

Achieving pre-agreed scheme targets

To achieve pre-agreed scheme targets, the following functions can be delivered by Investment
Solutions through FMS:

¢ Long term Strategic Asset Allocation between growth (such as equities) and protection (such
as bonds) assets.

e Shorter term Tactical Asset Allocation within growth and protection assets.
¢ Manager selection and monitoring.

By assuming these functions, Investment Solutions will seek to lock-in pension scheme returns and
reduce volatility over the longer term.
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Liability Driven Investing, whereby an investment strategy is set with
explicit reference to a pension scheme’s liabilities, fundamentally
underpins Investment Solutions holistic approach to pension
scheme investment management.

1. Understanding the drivers/risks of the scheme’s liabilities.

2. Identify which drivers/risks can be minimised and agree
objectives.

3. Decide on the allocation to growth and protection assets to
achieve the agreed objectives.

Utilising our investment platform and funding level reporting
enables a pension scheme and their advisers to better manage their
assets and reduce the impact of changes in their liability position.

Investment Solutions provides all the tools to enable clients to
better manage their pension scheme assets, enabling a better
understanding of their specific risks and the ability to delegate
some or all of the investment decisions.



If you have any questions or would like some further information about our products and
services and how they may work for your pension scheme, please contact your Adviser
or our Client Services Team.

Client Services Team - for all general products and services enquiries
t: +44 (0)20 7847 3333 f. +44 (0)20 7847 3399
enquiries@isltd.co.uk

Investment Operations Team - for all dealing and transactional enquiries
t: 0845 268 0151 f: 0845 268 0200
ioclients@isltd.co.uk
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Investment
Solutions

Investment Solutions 3rd Floor, 1 Royal Exchange, London EC3V 3LN
t: +44 (0)20 7847 3300 f: +44 (0)20 7847 3399
www.isltd.co.uk

Investment Solutions Limited and Investment Solutions Fund Managers Limited are unable to provide advice and can only provide
information on their own products and services. Investment Solutions Limited and Investment Solutions Fund Managers Limited
are authorised and regulated by the Financial Services Authority. Investment Solutions Limited Registered No. 3104978. Investment
Solutions Fund Managers Limited Registered No. 842763. Both companies are registered in England and Wales at: 5th Floor,

Leon House, 233 High Street, Croydon, Surrey CR9 9AF. Financial Services Authority registered address: 25 The North Colonnade,
Canary Wharf, London E14 5HS. For your security telephone conversations may be recorded.



