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Industry dynamics
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Latest = Summary = Bu Securities  Full Repart
Last: 50.95 eur Change: 2.22% ¥r High: 63.40 ¥r Low: 45.45 1Wk: 1 mth: EXTEY 3 Mth: 0.00% (P17 18.00%
Country: France Industry: Energy Equipment & Services Debt Ticker: RIC: TOTF.PA SEDOL: B15C557
Equity Grades & Coverage Fized Income Grades & Coverage
Grade: 1 Schroder Holding: 0.4% Credit Grade: 0 High Yield:
Mkt 4 Credit Opinio Matching:
Equity Analyst:  Ben Stanton Credit Analyst: SP:
News Quote
Release Date Headline Source FR;FP —
Today at 07:45 STOCKS NEWS EUROPE-European shares rise as oils, banks rally RTRS |
By Todayate7:01  European shares rise early; banks and oils gain RTRS -'it 0
Today at05:40  PRESS DIGEST - New York Times business news - July 11 RTRE ‘] waﬂ\i
155
By 10/07/08 WRAPUP 5-Iran tests mare missiles, US vows to defend allies RTRS "F
10/07/08 WYMEX crude surges aver §6 on Iran, Nigeria RTRS WAW tso
More Mews 2
T T T T T T
Sep Mov 08 Mar My Ml
Internal Research More Chartsy
Release Date Headline Source
Schroder Estimates
12/06/08 Model For Total Ben Stanton @ ) = :
28/02/08 Total (Sector Grade: 1, Market Grade: ) - Meeting... Ben Stanton @ Recommendation Fair Yalue DCF Value
Grade: 1, Mit View: ELR 66.70 EUR 67.20
More Internal Researchy FY(Dec.) SIMPE  SIMEPS FCF Yield (%) Div yield P/Book Yal
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Step 1: ' Step 2: Research Local
Filter Universe Expertise / Global Perspective

Step 3: Stock Selection Step 4: Portfolio Construction
& Risk Control

Quant screens confirm / challenge our views

» Portfolio

Local
research
coverage of
2000 stocks

1-4 Grades

2,400 stocks

»  Liquidity »  Combine local research »  Growth / Valuation / Quality = Highest conviction stocks
= Local research rating Grade 1 & 2 with global = Sustainable competitive = Proprietary nisk framework
sector overlay advantage
1600 Stocks | 500 Stocks | 130 -150 Stocks

Diversified or Alpha Portfolio
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Team of 23 integrated traders; 350+ years combined experience
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London
8 traders, Equities, FX and derivatives

New York
4 traders Equities :md
derivatives -

Singapore
9 traders, Equities, fixed Income, N
FX and derivatives

Svdney
2 traders
Equities and derivatives

Global Reach

Local Knowledge
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Schroder Global Credit investment process

Macro S_trategy Expected \ Schroders
Global investment the mes returns, Fixed Income
— Credit Scorecards & Rates Scorecards » geograp hic bias, Analytics &
— Quantitative valuation tools quality tilt, and POINT
— Country risk analysis i} portfolio TEV analysis
— Duration and yield curve manageme nt i hedges I
Sector Strategy
— PM & Analyst 1-3 Sector View Sector &
—1G and HY Navigator tool -— industry >- Portfolio
— Fixed Income sector Z-scores selection

— Quantitative sector summ ary
— Portfolio manmager input on technicals

Single Name Strategy Bottom-up I
— Analyst Opinion input

(fundamental cre dit d irection) .
— Analyst 1-4 Issuer Recomm endation R Issue selection g?ﬁ::s RIVET
— Movers & Shakers report Compliance
— Valuation screens by p ortfolio managers J
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Sector strategy
Collaborative process with multiple fundamental and quantitative inputs

macroeconomic and fundamental credit trends
Analyst PortfolioManager

« Fundamental sector opinion » Sector and industry trends
(Positive, Stable orNegative) * Sector performance and beta
* Analysis of sector valuations « Relative value across sectors

valuation metrics such as yields, spreads (OAS, STW), P -
spreads per unitof leverage, spreads per unitof duration . |nl3Ut3 from quart[atlve analySIS

 Relative value of issuers in sector * Index composition and characteristics
* Sector performance « Technical market conditions

- _/

Industry View*

1 = Sectors expected to outperform Index
2 =Sectors expected to perform in-line with Index
3 =Sectors expected to underperform Index

*Horizon used to evd wate Industly Views (or Sector Views) is over the next 3-month period, and these views are comprehensively reviewed on a bimorthly basis duiing the weekly
Credit Strategy Meetings; Industry Views are jointly determined by credit analysts and portfolio managers
Saurce Schrocers
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Issuer selection
Three facets of our approach guide the credit selection process

View Angle Scale Description
Opinion Credit quality direction Improving — Fundamental view on the expected direction of credit
Moderately Improving based ona6to 12 month outiook
Stable — Notameasure of absolute quality
— Trajectory of the issuer is the keyfoc us to determine
Moderately Declining the fundamental credit opinion, not justa snapshot
Declining analysis of credit metricsatone pointin time
RECL NN EEII Credit view versus 1 “buy” — Measure of relative strength of Schroders’ view
i infeas Nlanalysts marketexpections 2 “overweight” verjl:f 1hg market consensus — in both magnitude
IssuerUniver s 3 “underweight” B and direction _ )
ght Rating based on potential undervaluation compared
to market expectations
4 “sell” — Cannotgo long issuers ranked “4 - D"
D “toxic” — Cannotbe short issuers ranked “1”
Issuer Maxim um iss uer Maximum overweight vs — IssuerConcentation Limits (ICL %)are based on
Concentration weightings determined by | benc hmark* current credit ratings and potential downside price
R g™ current mtings and y volatility
IHiiEs potential volatility A= AAA, stable credits 5.00% — For any creditowned that experiences substantial
B 3.00% downside price volatility, we assemble S pecial Credit
c 1.80% Situation (“SCS”)swat teamsto objectively analyze
such an issuer's prognosis
D 120% | - Riskmanagement step applies to total portolio;in
E — Low-rated, volatile 0.60% addition to Issuer Concentration Limits to force
credits div ersification, we actively manage overall portfolio
Tracking Error Volatility (TE V)

* Nate Please refer to PSPF Portfolio Guidelines as the ICLs refer to Schroders Intemal Fund Limits and does rot necessarily represent the i sser limits in PSP F's portfolio.
Souce:Schroders

21

DENPRE

15



(1) i sfRY
A\*%Eﬁﬁ;‘f’% f:r-& #\ j\ 6-12 7[3; 5 )‘% /'; r-:»%ﬁ‘-\ Fj /z‘ ’ ’J‘—_‘:ﬁ

FE AL Rt R EfTRE TR B &

=]
AATER A T K 2 RIS PRI S L B R 5T
Téji%éaji%il#;ﬁf'ﬁéﬁ@]n o AR R S o R

CEEE R AP d SRR GHERE AKE
AN

B\
LR o P AR SARAZEERB 2 OF 0 P F
fi%&é# FARE %’i“* g IREE AT 0 A ATEF € 1395
LERRTNERZ PE R G AT E PR E MR R
FlF R L -
(2) #rEFwAEMR L

\\\?’gr

p
AATER R R A F S g B R T AR R R R
ZIEP A B AR L ’?ﬂ"—i%ﬁjéii‘ic/w\;% 1~4 (AR5 1 5 B ff ik
2B FER B A L EL G TEZ&R)ED(FF)
HEEEEDA A G mﬁ/»”ffrﬁ’i%w 4 2 Dif‘% 0% A
TP EZFEEAMFL AR EEHT142D

PR EIRe B F Ly TR .s“‘lf‘f’ﬁ —Jg e A SR
FoogmAy G Al irirg 2 o
(3) & 74 &7 "

_I_JQM;J‘—EJD&‘H# R R TEZ XS 2“1{:}%’}@
E\'%}i?ﬁ” ﬁtJ_m\ﬁ;IJ B> I8 A b E g f‘-g;f—i&ﬁ“ﬁ%f"
o EREEAHEZ L UREFERTEE TR R

ARG FRpHACHEEMEEL L —CRAFT 2 £ 2 4
© &84 (Movers and Shakers)«*ﬁaé o B Apstae

16



FEOT - R FTED B R EFF F‘ ; £ B MBS

(Moversand Shakers)sx 2 » * m § o4 T 3- FERE 3 12 7 Hrend

B T& P IRikES - FrF MENE CDS & HigHh & d
B % e 15 tfeis 16 LinT AR BEX T

2t LR G o

Portfolio construction
Our credit matrix combines Issuer Recommendation and Industry Views

Industry View
1 2 3
c outperform in-line underperform
Rl
3 1 strong buy buy
=} buy
c
£ 2
bu
IS overweight y
3
& S i sell 2
underweight

s_
5 4
n strong sell @
k%) sell

Issuer Recommendation Industry View Legend of color codes

1 = strongest (buy) 1 = strongest (outperform index) = ove rweight bias

2 (overweig ft) 2 =neutral  (expect in-line performance)

= underweight bias / avoid
= sell / buy protectionin CDS

3 (underweight)
4 = weakest (sell)
4D = toxic (cannot own)

3 =weakest (underperform index)

Source: Schroders
aTheseissuerindustry camhimatiors can be goad candidates to be used as a short legy on a CDS paired trade
b These issuer/industry combi natiors must be re-evaluated cuicky a& major market turning points

B 10~ G B FaEL
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Independent risk On-Desk risk
profiling managenent

Defnttion of Exposure to risk

nition factors adjusted Monitori

Investment through investment a a-lrig? ,’;EK

objectives, and hedging =

- s limits and
risk profile decisions to meet performance
and risk limits investment objectives
objectives and

perfomance target

Performance and
wolatility

B 110 % Beit b 1 A
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Completed by approximately 50 business area heads acrossthe Group ona semi-annual basis
Risk files i Key risks facing the business area in the context of business objectives andintemal and external
ISK profies changes
Identification of key risks, mitigatingfactors and actions arising to reduce riskto an acceptable level
-
SWORD = (ldentify, track
dm ument acti vities, analyse error
risks and controls) 5 experience)
(Identify ant Bs(
ofrrisk and control
environment issues)
.

Internal Audit Ad hoc business concerns

B 12 25 BAG b & it a 470 A2 B
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titati Multi-Asset &
Equities Qu;n _a e Fixed Income Structured Altematives Property SNFC
quity Solutions
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B 3 ¢h

L

v

On-desk
Risk

Independent Investment Risk Function
Oversight ‘Compliance Function
Audit Internal Audit
Assurance
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Proprietary analytics allow all
portfolio risk to be screened
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Board
Delegation of authority (Board Resolution)

Chief Executive Officer

Delegation to Board Committees

Nominations Remuneration
Committee Committee
Gruup REommiee
Specialist Risk Committees
Capital
Committee

Board Audit Committee

Delegation of authprity to Individuals

Group Management

o mites Chief Financial Officer

Functional Governance Structure

Group Asset Class Agency
Derivatives Investment Risk Credit Risk
Committee Committees Committee
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2013 Growth vs. baseline forecast

] 20 ~ AV A 47

) % B4 {f 5 v (de-leveraging) sh:e 42 A7 L g o 5 A 5 Y
(A SRS

5 90 ERRL 2 SHERAWIRELLEHR 5 R
FRErF I (D41 6&F) 30 R4
VS Rl PRI AR R el B RN Y RS SR
B e T 20 i e b S BB e 15 FORRIRE 6 A5 b

BRI SR KE (AR 21)-

Deleveraging typically begins in the private sector, even as government
debt continues to grow
Average of Swedish and Finnish deleveraging episodes

Deleveraging

Recession

Private debt/

GDP b
Real GDP
Public debt/ e

GDP

Pre-crisis Early stage Private-sector Rebound and public- Time
period of recession deleveraging sector deleveraging

10 years 1-2 years 4—6 years ~10 years
Real GDP growth 3% -3% 1% 3%
Annual average (%)
Change in debt/GDP
Percentage points
= Private sector 50 a -26 87
= Public sector 3 15 21 -30

SOURCE: International Monetary Fund; Haver Analytics; McKinsey Global Institute
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