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Important Notices

References to Mercer shall be construed to include Mercer LLC and/or its associated companies.
© 2012 Mercer LLC. All rights reserved

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it
was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any other person or
entity, without Mercer’s written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without
notice. They are not intended to convey any guarantees as to the future performance of the investment products, asset classes
or capital markets discussed. Past performance does not guarantee future results. Mercer’s ratings do not constitute
individualised investment advice.

This does not contain regulated investment advice in respect of actions you should take. No investment decision should be made
based on this information without obtaining prior specific, professional advice relating to your own circumstances.

Information contained herein has been obtained from a range of third party sources. While the information is believed to be
reliable, Mercer has not sought to verify it. As such, Mercer makes no representations or warranties as to the accuracy of the
information presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for any
error, omission or inaccuracy in the data supplied by any third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial
instruments or products or constitute a solicitation on behalf of any of the investment managers, their affiliates, products or
strategies that Mercer may evaluate or recommend.
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Agenda

Current position

The need for growth

Risk management

Employers

Long term investing
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WM LGPS Average Allocations

- 2003 2013

Equities 66 63
Bonds 21 18
Cash 3
Alternatives

7

Property
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The need for growth assets

Continues to be an overriding theme

Is now the time to diversify further?

Role of asset classes more important?
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Themes within equities
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Risk Management
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Value at Risk

Risk Management

Nominal Real Liabilities Bond Portfolio Equity Absolute

Alternatives

Total

Liabilities return

Typical Risk decomposition for a LGPS fund
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Index Linked Gilts are expensive?
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Affordable de-risking

Funding level (%)
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Different strategies for different employers?

Covenant

Balanced
solution

Investment Funding
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Investing for the long term

4 N

“Some form of high level principles
for investment objectives
(for example taking a long term view)
would be useful”

Shadow Board I&ESC, August 2013

/
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World Economic Forum — Global Risks Report 2013

« Economic, climate and resource risks dominate the top risks in 2013

Top risks scored for likelihood Top risks scored for impact
(1 = low, 5 = high) (1 = low, 5 = high)
2 3 4 5

—

2 3 4 5

—

Severe income
disparity

Major systemic
financial failure

Chronic fiscal

imbalances Water supply

crises

Rising greenhouse

gas emissions Chronic fiscal imbalances

Diffusion of weapons of

Water supply crises :
mass destruction

Failure of climate change

Mismanagement of
adaptation

population ageing

il

B Economic risks B Environmental risks Geopolitical risks [l Societal risks B Technological risks
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Sustainable investment opportunities
Diverse — established and emerging

RENEWABLE AND ENERGY EFFICIENCY WATER INFRASTRUCTURE POLLUTION CONTROL
ALTERNATIVE ENERGY Storage plus power network, AND TECHNOLOGIES Pollution control solutions and
Solar, wind, wave, biofuels industry, building and Irrigation, storage, treatment, environmental testing
and geothermal technology transport efficiency drainage and flood protection

™
—
- |
Q\\
A
WASTE MANAGEMENT SUSTAINABLE RESOURCE ENVIRONMENTAL
AND TECHNOLOGIES MANAGEMENT SUPPORT SERVICES
Recycling processing, Soil management, Environmental consultancies,
hazardous and general sustainable farming carbon trading and diversified
waste management and forest management environmental services
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Investing on behalf of whom?

Straw poll of Mercer clients
less than conclusive

Does it impact long
term strategy?

Does it help us define
principles for investing?

Does it prompt a debate
on engagement?
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Exploiting the strengths of existing managers

Consider In future selection processes

Doesn'’t suggest a return to “balanced”

Allows Committees to focus on strategy
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Any questions
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Mercer Limited is authorised and regulated by the Financial Conduct Authority

Registered in England No. 984275 Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU
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