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Ashcourt Rowan i who are we? ROWAN

ASubsidiary of Syndicate plc, AIM-
listed; >E6bn assets under
management & advice.

AHeritage as investment managers to
the legal profession.

i £2bn of assets under

management/advice for over 20,000 clients
I 23 investment management professionals 7
in 17 offices across Britain. |
i Private clients, charities, trusts, o

settlements, small institutions and collective T, | |
funds : “l RN e. - ([~
e T

LA

AServices: Wealth management and
financial p|anning_ Source: Ashcourt Rowan Asset Management, as at Dec 09

Active managers of money, seeking to add value over the long-term & willing to
adopt contrarian views to do so.
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Bonds & Economics i out of the woods?
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Global Economic Themes RO(\j/VAUN

Growth Improving:

AContinued macroeconomic recovery, particularly in the US. Data pointing
to a sustainable recovery.

Alnflationary fears will re-appear.

ADanger of asset bubbles returning.

AQuantitative easing ending. Central banks need to perfect their exit
strategies.

Negatives for Growth:

AThe banking system is still broken so economies remain credit
constrained.

APossibility that monetary and fiscal stimuli fade before economic
recoveries remain self-sustaining.

ASovereign downgrades and fear of default will come to the fore.

A Knowledge of Wealth Page 6
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ASHCOURT
UK Economy ROWAN

AQ4 real GDP data, +0.3%, disappointing, but UK economy exiting recession.

AThe Pre-Budget Report, sought to postpone fiscal tightening, which exemplified the
fine balancing act required of all governments and monetary authorities as to
when to reign in the economic stimuli.

ARetail sales disappointed in December, +0.3%, but the trend has been one of
moderate recovery. Low mortgage rates, house price stability and an improving
labour market means that growth in disposable discretionary income may divert
from savings to consumption, buteece.

APolitical risk will become a dominating factorintherun-up t o t he el ect i
parliament possible, so expect markets to focus on the possibility of a sovereign
downgrade with fears of a buyers strike in the gilt market.

AGilt prices remain vulnerable to a recovering economy, removal of QE and UK
political risk.

A Knowledge of Wealth Page 7
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The Result of Running a High Public Sector Debt

Compared with other triple A-rated countries the UK has higher yields, Britain's cost of borrowing has
CDS and servicing costs, but similar debt levels and less rollover risk risen sharply since November
etiog - - - — — UK and German bond yields
S on 10-year Five-year soversign Interest payments 25 2 % Gross debtaca  Average mahurity of Nov 2 2009 (%) Feb 26 2010 (%)

Country _wting__ bonds (%) debt (Gasis poinks) ofgvtreene. 2011°  WofGOP. 201"  gowtidebt (years)
Germay  AM 114 “ 62 855 58 b 6 ,

UK gilts
0 AMA 165 % 14 995 43 4
France A 144 61 6.1 99.2 69 3
¥ AR 407 91 87 94.1 137
Japan M 131 i 45 2043 54 2 ~

%Yl x g e German
Raly A+ 40 136 110 1297 12 | bunds
Portugd A 459 181 19 7.2 65 g
36123 5102030 361 23 5102030
Sourves: S&P: OECD; Thomson Peaters « OELD forecasts Month Year Month Year
Source: Reuters
€ per £ 11037 -0.0015

Today Change
1.12
1.10

1.4965 -0.002
$ per £ Today Change

1.50 W

Source FT
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Conclusions ROWAN

ARecoveries lacklustre, weighed down by debt, particularly in the UK.

Alnflation benign in 2010 as the major economies absorb increases in demand
without overheating.

AVolatility in yield curves as Central Banks exit from emergency monetary policy.

ACorporate bonds will outperform governments, particularly at longer maturities; we
favour limited government duration exposure.

ADivergent pricing amongst sovereigns, as public finances evolve and recoveries
differ, will provide regional opportunities.
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Equities T rare port in a storm?
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InNvestors
Forward 10 yr return on S&P (nominal, annualised)
A1999-2008 Worst 10
year return for US equity
o investors since the Great
| Depressioné
~ f; , A& since 1870 for UK
; . | investors (source: FT).
25% A ' Asth worst decline in US
\ equities since 1800
0% T ! : | Sour ce: Bor do, Mi chael
Crashes, Productivity Booms Busts and
h Recessions: Some Histor
5%
') o ol - - (] ™ o b 4 ~N ' » s - = <o ™ w
T F 2 % & 5% % ¥ B = v 8% 8 ¢ @
r £ 32 £ 1 % £ T % 3 I % & * ¢ U & 1
(] a (v} (] Q a ] u] o Q a Q u] (5] (w] [n] (v ] Q
Date
e 07 Ward 10 1 nOMinal return on S&P (annualised)

Source: Yale School of Management
NB. Past performance is not a guide to future performance.

Many are throwing in the towel.
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Sizing the downturn T and subsequent rally = rROWAN

Global equity markets in GBP 2000 - 2010

20%

10%;
0% Uh AWJ‘/VW A AJA

-10%

-20%:

-30%

-40%

'ED% T T T T T T T T T T
Mar '00 Mar '01 Mar'02 Mar'03 Mar'04 Mar ‘05 har ‘06 Mar ‘07 har ‘08 Mar ‘09
W A-MSCITHEWORLD INMDEX TR in GB [1.68%)]

TRI0Z22000 - 1650212010 @ Data pravided by Financial Express 2010

Total Return Bid-Bid line chart since start of data, 31 Dec 1998, of MSCI AC WORLD
INDEX Index from UK UT and OEICs universe. Rebased in Pounds Sterling.
Past performance is not a guide to future performance.

Boom, bust, boom, bust,
A Knowledge of Wealth Page 12



S\ %

Are cash and bonds a long-term store of AC T

value?

NToday people who hold cash
equivalents feel comfortable. They
shoul dnoét. They hav
terrible long-term asset, one that pays
virtually nothing and is certain to
depreciate in value. Indeed, the

policies that government will follow in

its efforts to alleviate the current crisis

will probably prove inflationary and
therefore accelerate declines in the
real valwue of cash

Warren Buffett, Chief Executive
Officer Berkshire Hathaway, New
York Times, 17th October 2008

Warren Buffett thinks not
A Knowledge of Wealth Page 13
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Attitude to risk & volatility? AROWALQ

Figure 68: Barclays total return indices in real terms with
gross income reinvested

High
100,000 1
Shares
10,000 -
c Property 1,000 1
=
d:ﬁ ]w N‘,/\’\-’V.\‘\/\//v
Fixed Interest
10 1
Cash
1 Ll Ll Ll Ll L Ll Ll
Low Riskand"u’olatility High 1899 1913 1927 1941 1955 1969 1983 1997

w— Equities = Cilts T- Bills

Source: Barclays Capital

Source: Barclays Capital, Equity-gilt study, 2010
NB. Past performance is not a guide to future performance.

Over the long term equities have outperformed gilts and cash, and rewarded
iInvestors for their greater risk, but with greater short-term volatility
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Corporate profitability is near record highs ROWAN
US large-cap free cash-flow yields 1952-2009
Exhibit 2: Large-Capitalization Stocks'
Free Cash Flow Margins
1952 Through Q1 2009
E oo 6-7% p.a. + room for
> ] capital growth from
] equities compares

favourably versus
cash & gilts at 1-4%

p.a.

52 58 G G4 L] Tz il a0 a4 a8 92 =] oo 4 ok
Source: Corporate Reports, Empirical Research Partners Analysis.
"Excluding financials and utilities. Data smoothed on a trailing

civ-ormmnth hacic

NB. Past performance is not a guide to future performance

Corporate profits were not the cause of the downturn
A Knowledge of Wealth Page 15
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Debt was the cause ROWAN

US & UK Debt relative to GDP 187071 2008 i record levels

Total US debt i BT L s S RO ~ Household debt ="~

As % of GDP (by borrower type after 1929) 12 As a % of GDP, by borrower type Asa%of GDP A o
' ' . é"f{')?'f\ ia

350 500 120

= 400 “oose " A g0 MU mUK =B

- I Household
~ Financial

250 mm Government
=== == Non-financial corporate —
200 m== Households
= = Financial

80

60

150

100

50

0 : ~ o - d J "" > X ) Tai]] . : [+ i ;
187080 90190010 20 30 40 50 60 70 80 80200008 1987 90 95 2000 0507 1999 2000 02 04 07

Sources: Hoisington Investment Management; Federal Reserve; Thomson Datastream; Oliver Wyman + Datastream US financials as % of Datastream total market %
eand Is stil] at record | evel s
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Exhibit 1
B Rssic gromth
Debt grew in most mature economies B socerae growsn
Slowinegative growth

Domestic private and public sector debt’ by country CAGR?, Change, i ¢
% of GOP 1990.00 2000-08 200008

480 r 19
450 + S
420
390
360 |
330
300
270
240 |
210 ¢
180
150

120 !

e e S e O S e T e,
1920 92 a4 96 S8 2000 02 0s 05 Q2 2009

1 “Debt” is defined as all credit marke! borrowing including loans and fixed-income securities,
2 Compound annual growth rate. Where data are unavailable, the longest possible period is used.
3 Even after removing foreign lending by UK banks. UK debt/GDP remains higher than every country except Japan.

SOURCE: Central banks; Haver Analytics; McKinsey Giobal Institute

Deleveraging i the choices: 1) Default, 2) Austerity, 3) Similar post-
Lehman pressures 1 deflation of asset prices, banking & sovereign

debt problems, more printing of money and currency debasement.
A Knowledge of Wealth Page 17
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Why have markets turned? ROWAN

The U.S. Consumer and Corporate America
|

Combined Free Cash Flow as a Share of Nominal-CDP
1952 Through Q2 2009

10 4

N

0 T
(2) '

(4)

52 S5 58 61 64 67 70 73 76 79 82 85 88 91 94 97 00 03 06

Corporate M Consumer

rce Federal Reserve Board, US. Department of Commerce, Corporate Reports, Empirical Research Partners Analysis

'c rporate data for large-cap stocks, excluding financials and utilities

Because the cost of debt plunged, restoring (for the moment) personal
cashflow
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Exhibit 24: Net Interest Payments on Government Deht

As a Share of GDP
1940 Through 2009E

Exhibit 23: Federal Deht Held by the Public
X
35 .
{\/\/\

As a Share of GDP
1790 Through 2019E
303
II|I \
r

|
25 .
" \

Government cashflow has also been restore

Admisistation’s

|| Eagget
N\
20 4
/ \/

100
an | H
|
) | \ A ™
15
e l"'. I"-"'I [ / l\'\_’.j\/_._,_,,.-"h"‘-‘u"—r_
]!
b 104 ."I
|
My N/
05
40 83 8E 20 57 55 58 61 £4 67 70 73 76 79 82 85 86 &1 04 07 00 03 05 09

40
|
2 I'.ql\—"ul- |F\I|
25 &0 ¥ OT0 OE1 0G0 13 o
Source: Office of Management and Budget.

o
T7B0 1823 20 3F 0 A4F B ¥ 0

Source: Congressional Budger Office.

Han, Song and Casey B, Mullizan, 2008 "Inflation and the Size of Government,” Faderal Reserve Bank of 5 Louis Review, pp. 245-267.
lihirko Licchetta, 2009, “Commen Determinants of Currency Crises: Role of External Balance Sheet Varables,” Bank of England Working Paper Mo, 366.

Page 19

5Thomson Fontaine, 2005, ¥ Currency Crises in Developed and Emerging Market Economdes: A Comparative Empirical Treatment,” IMF Working Paper WE/05/13.

efor now
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Yet investors are not interested in equities  “RoAn

I only bonds and commodities

ETFs
% Share of Net Inflows by Strategy

60 - 2009 Through August AUS defined benefit
pension schemes
intend to allocate 55%
of cash to fixed
iIncome in 2009
versus circa 10% from
2005-7.

ANearly half intend to
(40) - cut allocations to
general equities.

40

20 o

0 I I

(20)

(60) ~
Fixed Income Natural Emarging US Sector  Single-Country Intarnatonal Currency Broad Market
Rezourcas Markets Equity Equity and Clobal Funds US Equity

Equity

Source: Strategic Insight Simfund

Fear pervades. Therein lies the opportunity. Buy general equities

A Knowledge of Wealth Page 20
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What do we | ike? Some©Welx :

AEquitieS The Trusty Ten

I yle? UK Dblue-chips; average 10x forecast 2010 earnings, 5.5%

AAlternative assets i e.g. Invista European Real Estate
I 50% discount to underlying property values
I 55% loan-to-value ratio
I 5.5% dividend yield

APrivate equity i e.g. Neuberger B e r mafund s
I 45% discount to underlying company values
I Net asset value has risen 2007-10

AFixed income
I High-grade corporate bonds
I é not gilts
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What do | do with my cash? ROWAN

Answer: Diversify it amongst the following:

AEquities i still positive, but risks rising.
I Positive on the Trusty Ten style stocks
I Reducing commodities & Asian exposure

AFixed income
I Positive on corporate bonds
I Negative on gilts & junk bonds

AAlternatives (particularly if at discount to NAV)
I Positive on timber, agriculture, commercial property, private equity
I Wary of commodities (near-term)

ARisks?
I Debt N _ _
i € but not until its cost rises meaningfully
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|t 6s time to buy realfOWhs .

Crispin Odey, CEO & Founder of Odey Asset Management

AWith money set to stay artificial
commitments they cannot meet, and with taxes rising, it is rational that
Investors want assets whose value is as far as possible independent of
governments.

Equities buy a slice of a companyo
Commodities buy something tangible and possibly scarce. Gold is

portable wealth. It is rational to seek returns not correlated with
governmentsoé ability to payo

ASource: Financial Times, 22nd September 2009

Avoid those with excessive debt
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Ashcourt Rowan Asset Management ROWAN

The information contained in this presentation has been compiled and issued by
Ashcourt Rowan Asset Management Limited. Information may have been externally
obtained, or based upon, external sources which we believe to be reliable, but we
do not guarantee to be accurate or comﬁlete. The information and opinions
contained in this presentation given by the Ashcourt Rowan Group are provided as
at the date of this presentation and are subject to change without notice.

This presentation concerning the services of the Ashcourt Rowan Group is for
information purposes only and under no circumstances is it to the considered and
offer to sell or solicitation to buy any investment. The content of this presentation
must not be copied or distributed by recipients and its contents are confidential.

Ashcourt Rowan Asset Management Limited is authorised and regulated by the
Financial Services Authority. Registered office 6th Floor, Vintners Place, 68 Upper
Thames Street, London EC4V 3BJ

Registered in England and Wales with company number 03691998
Avww.ashcourtrowanam.com

Part of Syndicate Asset Management plc
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Asset Allocation 1 Standard Models ROWAN
Benchmark: 60% FTSE 100, 10% FT World ex-UK, 30% FTA Government All Stocks
Standard Income | Standard Balanced | Standard Growth
Gilts 10% 8% -
I-L Gilts 8% 6% -
Corporates 12% 6% 3%
High Yield 7% 6% 6%
Convertibles 3% 4% 6%
40% 30% 15%
UK Equities 37% 33% 35%
us - 6% 10%
Europe - 4% 2%
Japan - 3% 5%
Emerg Mkts - 3% 2%
Global 10% - -
Private Equity - 5% 5%
47% 54%, 65%
Infrastructure 5% 3% 3%
Commodities 3% 3% 3%
Property 5% 5% 6%
Abs Return - 5% 8%
13% 16% 20%
Source: Ashcourt Rowan Asset Management December 2009
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Asset Allocation i Cautious Models ROWAN

Benchmark: LIBOR + 2%

Source: Ashcourt Rowan Asset Management

A Knowledge of Wealth Page 26



