w . .create CREATE-Research
2., CITI Future of Investment: the next move?

citi



Introduction to the Research

Asset Management is at an inflection point

Client needs are changing, demanding safety, simplicity and safety

There will be no return to business as usual in the existing business
models




Financial Crisis

A perfect storm
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Key Themes

Asset Management is at an inflection point

Client needs are changing, demanding safety, simplicity and safety

There will be no return to business as usual in the existing business
models
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Causes and Consequences of Discontinuities

Discontinuities
Due to

Excessive leverage
Two bear markets
Persistent deficits
Regulatory changes
Accounting changes
Ageing populations

Mean Reversion < Drivers of

Due to Change

Client inertia

Better alignment of interest
Rapid product innovation
Shift from DB to DC

Global economic stimulus

Supply-side
Forces

4 Source: Citi/Principal/CREATE Survey 2009.

A Tipping Point

Due to
Expanded risk universe
Unpredictable returns
Unpredictable time horizons
Growing opportunism
Rapid DB plan closures
New regulation
Extreme loss aversion

Demand-side
Forces
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Significant Market Recovery is More Likely in 2010

When do you think the worst of the current crisis will end?
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The Future is Not Clear But Volatility is Inevitable

How many more systemic crises do you expect between now and 20207

# of systemic crises expected by asset

managers over the next decade
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There is Only Guarded Optimism About Growth Prospects

Once the current crisis is over, how would you describe the industry’s growth prospects in the following
three years?

Excellent
6%

Poor

Good
36%

Limited
39%

% of Respondents

Source: Citi/Principal/CREATE Survey 2009.
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Client needs are changing, demanding safety, simplicity and safety
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models

8 citi



Client Needs

One size will not fit all and customization will be required

[{Hh

Impact of Crisis on Clients’ Investment
Behavior in the medium term
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Regulatory Change

Push to transparency, simplicity, and low cost

Tighter Oversight

Product Integrity

-

*
.
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* Risk-returns : e Transfer agency role
e Liquidity : o Assetvaluations
e Volatility e Risk models

e Performance
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Pressure on the Investment Management Industry is Evident

Declining surplus for reinvestment will compel sharper investment choices

Revenue Change
YoY ‘07-'08
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Key themes

Asset Management is at an inflection point

Client needs are changing, demanding safety, simplicity and safety
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There will be no return to business as usual in the existing

business models
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Business Models

Current Generation of Business Models Have Yet to Develop Cost Shock Absorbers to Protect Net Profits
When Revenues Take a Hit

Large Extent Not at All
13% 13%

l Question -

~

To what extent do
costs vary directly with
the level of activity in
different parts of your
business, so as to help
preserve the net profit
margins in difficult

' markets? /

_____________________

— e ————

Some Extent
74%

% of Respondents

13 Source: Citi/Principal/CREATE Survey 2009.



What is the Nature of the Emerging Industry Architecture?

... breaking up the value chain and focusing on alpha

Operational Individual advice  Packaged Pursuit of
excellence in and choice in solutions in absolute returns in
administration distribution assembly investment

Institutional
fiduciary
advisors

Scale
economies

Product Separation of
design alpha and beta

Independent
accounting
and
valuations

Alliances with
best of breed
producers

Pension Manager
consultants selection

Independent Fiduciary Multi-manager

Customisation

oversight consultants platforms
Running the Enhancing the Meeting client Growing the
business through  business through needs through business through
outsourcing partnerships customisation craft focus

Source: Citi/Principal/CREATE Survey 2009.
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Future Industry Scenarios

Based on client focus and risk tolerance level

Low Client Focus High
>
Commoditized Segmented Vibrant
Industry Industry Industry
More regulation * Focused Better products

Fee compression

Talent drain

Polarized returns

consolidation
* Alignment of interest

* Fragmented client
base

* Front, middle and
back office alliances

* Assembly as a

Proliferation of
boutiques

New clients in new
regions

New client service
models

competency
% of
respondents 34% 49% 17%
<<
Low Client Risk Tolerance High
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Segmented Industry Business Model

Three building blocks

Global Brand
Client Asset Gathering Manufacturing
Segmentation Capability Approach

Internal
boutiques

Institutional
clients

* Strategic asset
allocation

* Assembly of multi-asset
class solutions

) * Manager selection )

* Performance attribution

Third-party
distributors

Third-party
administrators

* Risk management

Retail
clients

External fund
managers

Best of Breed through Alliances

9 Source: Citi / Principal / CREATE Survey 2009



Winning Business Model

Key features

Investment Service
Capabilities Proposition
! e Talent i e Client needs
: * Fundamental research : * Products fit-for-purpose
: o Disciplined process : : e Accurate, timely :
: o Deep insights information
: : * Periodic investment :
: : reviews
Alignment Business
of Interest Capabilities
: e Value-for-money fee : i o Best execution
structure : : e CRM :
: © Transparentcomp i o Alliance management i
systems _ i e Innovation
: * Transparent execution e Quality assurance :
: costs _ y :
: e |Inter-industry cost * Risk controls
comparison :

“."- ----------------------------------- l“". “..'- ----------------------------------- -“:A

17 Source: Citi / Principal / CREATE Survey 2009



Administration: Approach to Alliances

Asset management firms can use alliances to balance capabilities with competencies

Competency

Low

18

S . . .
<& Alliance Considerations
%
A\

Typically
“In-housed”

Indifference Curve

/ for Alliances

Low

Capability Scale High

Decision Factors

e Comparative
Advantage

e Cost

e Control

e Quality

¢ Risk Management

Winning Solution

e Open
Architecture

e Flexible

e Global

e Modular

e “Best of Breed”
Solution



Administration: Benefits

Reducing Total Cost of Ownership

Potential Cost Savings Strategic Benefits
ffffffff NN i * Enabling growth
N ﬂ ,,,,,,,, Range of Savings
30 - 40%
;- R v
%
()
o .
£ * Variable cost model
Current Platform Labor Cost Internal Target
Cost Synergies Arbitrage Avoidance Cost Costs ° Flexibility
Duplication
Range of Potential | 5_ 79 10-12% 10— 15% 5— 7%
Savings
How Achieved ? Platform Off shoring New vendor Embedded service
) rationalization capabilities model activities
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Without the strength to endure the crisis, one will not see
the opportunity within. It is within the process of
endurance that opportunity reveals itself.

Chin-Ning Chu
(The first Emperor of the Ming Dynasty)
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be
used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby
("Transaction"). Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law
or regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as
the legal, tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you
are not relying on us for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and
accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these
matters. By acceptance of these materials, you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we
hereby confirm that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer 1D
number. We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any
time without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative
model which represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment
as of the date hereof and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position
in any such instrument at any time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated
for specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and
procedures designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

[TRADEMARK SIGNOFF: add the appropriate signoff for the relevant legal vehicle]

© 2009 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout
the world.

© 2009 Citigroup Global Markets Limited. Authorized and regulated by the Financial Services Authority. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its
affiliates and are used and registered throughout the world.

© 2009 Citibank, N.A. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.
© 2009 Citigroup Inc. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

© 2009 [Name of Legal Vehicle] [Name of regulatory body.] All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout
the world.

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important
issue of climate change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-
emission reduction activities; (b) committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power
for our operations in 2006; (d) creating Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to
clients for renewable energy development and projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with
a broad range of stakeholders on the issue of climate change to help advance understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation



