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I— Our focus is from the start of 2012
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Focus on broad themes impacting diversified portfolios
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Neutral asset allocation for LGIM's Diversified Fund as at April 2017 . Holdings and allocations are subject to change. General
* Exposure through shares in listed infrastructure and private equity companies and global Real Estate Investment Trusts (REITS). INVESTMENT MANAGEMENT
** Exposure through investing in funds that aim to provide a similar return to selected commodity indices. The underlying funds invest in derivatives to provide the return of the specified indices.

USD Corporate Bonds

Very strong environment for asset returns
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Source: LGIM. Returns shown from 4 January 2012 to 28 April 2017, PMC units, mid price to mid price. The Diversified Portfolio shown as LGIM's Diversified fund. White
columns show the gross return of the underlying funds. Coloured components and numerical labels show the contribution of the underlying funds to the return of the
Diversified Fund (approximately, the gross return multiplied by the weight).
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Why haven’t diversified returns been stronger?
18%
Lk
14% - -
12% - [
* .. .
~ 10% - wo
[}
s P
£ 8% - ° '
2 . *
S 6% RN
z . e * MR
| >
4% e e ¢ .
2% '
0% - T T T
0.0 0.20 0.40 0.60 0.80 1.00
Beta to equities
® Credit (GBP/USD/EUR IG, HY) A Developed equities
¢ DGF universe e Equity/cash SML
Source: LGIM estimates using fund values from Bloomberg and manager websites. Returns for competitor funds are shown net of actual fees, or Legal& :
0.65% if fee not known. Diversified Fund (DF) and Multi-Asset Fund (MAF) is shown net of actual fee (35 bps to 31/03/2014 and 30bps thereafter). ral
Peer group funds may not be managed with exactly the same objectives. DF includes estimate of return from 31 Dec 2011 to launch on 10 NVESTMENT MANAGEVENT
January 2012. MAF includes estimate of return from 31 Dec 2011 to launch on 11 January 2012. Past performance is not a guide to future
performance. Data correct to 31/03/2017.

Behavioural explanation — inefficient markets
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The role of behavioural biases — Availability and Recency

People extrapolate recent events into the future indefinitely

v

Survev Period Net% FM OW Change From |Performance of Global Equities
y Global Equities | Previous Month Between Survey Periods

07/11/2014 13/11/2014 46% % A%

05/12/2014 11/12/2014 52% 6% 2%
09/01/2015 15/01/2015 51% -1% 1%
06/02/2015 12/02/2015 57% 6%

06/03/2015 12/03/2015 58% 1% 1%
02/04/2015 09/04/2015 54% -4% 1%
08/05/2015 14/05/2015 47% 7% 0%
05/06/2015 11/06/2015 38% -9% 1%
02/07/2015 09/07/2015 42% 4% 1%
07/08/2015 13/08/2015 41% -1% 2%
04/09/2015 10/09/2015 17% 24 8%
02/10/2015 08/10/2015 26% 9% -1%

Source: Bank of America Merrill Lynch, LGIM er:
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The role of behavioural biases — Anchoring

Q1: Are more or less than 10% of African countries members of the United Nations?

Q2: What percentage of African countries are members of the United Nations?
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The role of behavioural biases — Ego

There is atendency to ascribe more responsibility to the things that you do

Q: How impacted were you by the biases? O

1. Less than the average person D

2. More than the average person
43%

*People will over-weight successes and their contributions to group outcomes

gource: LGIM Léggl&al:
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The role of behavioural biases — Hindsight

Source: Getty Images
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reating a scenario map
Combatting multiple behavioural biases
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Source: LGIM *as at 30/04/2017 ** as at 31/03/2017. For illustrative purposes only. The equity and bond returs are based on an average of all the key regional retumns. The likelihood allocated to each
of the core scenarios are depicted by the size of the bubble. The heat map for the tail risk scenarios depicts the forecasted direction of returns for the stated asset classes, varying in strength of €T
returns relative to one another by the shade of the colour, red being negative and green being positive. The figures detailed in the chart above are estimates and are subject to change without notice.

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not consider or reflect all possible future events or conditions relevant to

you (for example, market disruption events); and (c) may be based on assumptions or simplifications that may not be relevant to you.

Legal &
ege alz

INVESTMENT MANAGEMENT

—

A framework for assessing surprises, changes

in landscape and trends
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How we think of risks in a multi asset setting

| Trends — slow moving, longer-term

12 Legag

Source: LGIM, Datastream, Bloomberg L.P. Returns are shown from 31 December 1993 to 31 December 2016 for: 50% FTSE AW Developed Index, 50% FTSE AW
Developed (Hedged to GBP) Index [using FTSE AW Developed LC before Nov 2008]; and the LGIM Diversified Fund simulated performance based on the strategic asset Ter:
allocation at launch to January 2012 and actual . Past is not a guide to future performance. INVESTMENT MANAGEMENT
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No major shocks since 2012
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Regime shifts — Europe’s “Whatever it Takes”
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Regime shifts — Brexit
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Economic surprises: Growth, rates and inflation have disappointed
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New information from regimes and shocks — expected market impacts

Europe — Overall from
Lack of Whatever it Economic shocks and
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Source: LGIM.
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I_Rates expectations anchoring to higher historical levels
Markets have repeatedly been disappointed
6 by the pace of tightening in the US
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Inflation puzzle.

Something has changed, we just don’t know what
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Europe IS running out of time to cause inflation pressure
Euro area inflation, headline and core
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Implied irrationality
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Other conclusions
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Put assets in competition —relative valuations matter
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Source: LGIM, Shiller, Datastream, Bloomberg L.P.
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Fundamentals used systematically encourage anti-cyclical behaviour
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Source: LGIM, Bloomberg L.P. Actual returns shown as rolling 5 year returns. Assumed ERP and IG spread are lagged by 5 years; for example, the ERP of 4.2% shown
as at Jan 2017 above is the assumed ERP for the next 5 years starting from Jan 2012.
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Source: LGIM, Bloomberg L.P. Rolling correlation based on 2 year returns.

The world is going multi-asset

US Equity US Treasury Correlation

. Co-behaviour matters
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Source: LGIM, Bloomberg L.P. Rolling 3 year correlations.
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Disclaimer and important legal notice

The information contained in this document (the “Information’) has been prepared by Legal & General Investment Management Limited (‘LGIM”, “we” or “us"). Such Information is the property and/or
confidential information of LGIM and may not be disclosed by you to any other person without the prior written consent of LGIM.

No party shall have any right of action against LGIM in relation to the accuracy or completeness of the Information, or any other written or oral information made available in connection with this publication.
Any investment advice that we provide to you is based solely on the limited initial information which you have provided to us. No part of this or any other document or presentation provided by us shall be
deemed to constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as amended). Any limited initial advice given relating to professional services will be further discussed and negotiated in order
to agree formal investment guidelines which will form part of written contractual terms between the parties.

Past performance is no guarantee of future results. The value of an investment and any income taken from it is not guaranteed and can go down as well as up, you may not get back the amount you
originally invested.

The Information has been produced for use by a professional investor and their advisors only. It should not be d\slnbu(ed without LGIM’s permission.

The risks associated with each fund or investment strategy are set out in this i the releve (as and these should be read and
understood before making any investment decisions. A copy of the relevant documentation can P cblalned from your Client Relationship Manager.

Confidentiality and Limitations

Unless otherwise agreed by LGIM in writing, the Information in this document (a) is for information purposes only and we are not soliciting any action based on it, and (b) is not a recommendation to buy or
sell securities or pursue a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice. Any trading or investment decisions taken by you should be based on your own analysis and
judgment (and/or that of your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, we exclude all conditions,

and all other terms of any kind, implied by statute or common law, with respect to the Information including (without limitation) any representations as to the quality, suitability, accuracy or completeness of the
Information.

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not consider o reflect all possible future events or conditions relevant to you
(for example, market disruption events); and (c) may be based on assumptions or simplifications that may not be relevant to you.

The Information is provided “as is” and “as available”. To the fullest extent permitted by law, LGIM accepts no liability to you or any other recipient of the Information for any loss, damage or cost
arising from, or in connection with, any use or reliance on the Information. Without limiting the generality of the foregoing, LGIM does not accept any liability for any indirect, special or
consequential loss howsoever caused and on any theory or liability, whether in contract or tort (including negligence) or otherwise, even if LGIM has been advised of the possibility of such
loss.

Third Party D:
Where this document contains third party data (“Third Party Data”), we cannot guarantee the accuracy, completeness or reliability of such Third Party Data and accept no responsibility or liability whatsoever
in respect of such Third Party Data.

Publication, Amendments and Updates:

We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was delivered to you. LGIM reserves the right to update this document and/or the
Information at any time and without notice.

Although the Information contained in this document is believed to be correct as at the time of printing or publication, no assurance can be given to you that this document is complete or accurate in the light
of information that may become available after its publication. The Information may not take into account any relevant events, facts or conditions that have occurred after the publication or printing of this
document.

Issued by Legal & General Limited which is and regulated by the Financial Conduct Authority. Legal & General Investment Management Limited, One Coleman Street,
London EC2R 5AA
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Source: LGIM as at 31 March 2017 Legal &
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