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Performaneéinancial years to 31 October RCOM

British Portfolio Trust t81 Octobei2008
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Source: Datastream/RCM , as at 31 October 2008, GBP. J130190/Investment Funds/JT/9



informed

Performanedttribution analysis ROM

31 October 2007 to 31 October 2008

Best

GlaxoSmithKline 43 b
Lloyd$ab Group 41 by
Dairy Crest Group 31 bj
Anglo American 29 b
P\Crystalox Solar Plc 27 by
Compass Group Plc 24 b
Astrazeneca 23 by
BGGroup 23 b
Easyjet 23 by
Old Mutual Plc 19 b
Subtotal 281 b
Positive Active Contributors 892b
Overweighted 386 b
Underweighted 507 b

Worst

HBO®Ic -84 b|
Prosperity Minerals Hld -78 b)|
Mercator Gold -77 b
Rio Tinto 63 b)|
HSBEIdgs 54 b
Laird Plc 51 b
Titan Europe 49 b
Galliford Try -45 b
Prudential 44 b
Energy Xxi (Bermuda) 41 b|
Subtotal 585b
Negativactive Contributors -1464 b
Overweighted 991 b
Underweighted 473 b

Note: Attribution based on pbsitieth performance attribution (daitgholg, closing price valuation, no tramsas}idhecformance figures shown on this report

are approximates. The official performance for funds subject to substantial cash flows or which ttadaditivnkatil# daily frarkthese figures.

Source: RCM, as at 31 October 2008.
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Performance RCM

HBOS vs. HSBC

100 Overweight HBOS impact -84bp
140; Underweight HSBC impact 54bp
1201
Why were we overweight HBOS?

10 A Attractive valuation

80 A Margin opportunity

60 A Sufficient capital, liquidity a temporary issue
40 A Benefits of Lloyds merger

20 Why were we wrong?

0 A Loan to deposit ratio unsustainable

NDJFMAMUJIJIASO
— HSBA/FTALLSH
— HBOS/FTALLSH

A Significant dilution

A UK economic outlook deteriorates further

Source: Datastream, as at 1 January 2009. J130190/Investment Funds/JT/!B
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Crisis moves from Wall St to Main St

2009 GDP forecast revisions
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Lehmans failure an inflection point leading to a
seizure in financial markets

Consequences:

A Global economic outlook deteriorates significantly
A All risky assets sold off aggressively

A Equity markets become highly defensive

A Aggressive sector rotation

A Extreme volatility

UK GDP declines in first two quarters of recessions and total deglne Interest Rate Policy in the US
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® Qutput drop after two qui ® Total output drop in rece
Source: Citi

A UK interest rates cut to lowest level for over 300 years

A Fiscal stimulus packages

J130190/Investment Funds/JT/E
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UK Equity team ROM

Grassrodts

Research

UK Equity Portfolio Management Team

Simon Gergel
21 years experience

Inrhouse Team:
Grassro8tReporters:

Field Force Investigators250 Mark Lovett
CIO, UK Equity

23 years experience

Industry Contacts: 50,000

Global Research
Platform: Analyst

Technology: 10

Health Care: 8

Financial Services: 11 Andrew Neville . Matthew Tillett
Telecom/Media ! 11 years experience i, 3 years experience
Industrial/Business Servides: I ;

Consumer/Retail: 8

Jeremy Thomas
13 years experience

Sustainability Research: 4
Special Situations: 1
Grassro@tResearch: 6

An average of 14 years investment experience

Source: RCM, as at 31 December 2008. J130190/Investment Funds/JT/i
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A cleagrowthmanagement style ROM

Quality

We seek to identify this universe
through fundamental research

Growth Valuation

Bottorup stock selection is key to identifyidgiongrowth stocks

J130190/Investment Funds/JT/HQ
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UK Equity market valuation ROM

Longterm perspective 1934 to 2008
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Source: Global Financial Data, Datastream, Morgan Stanley Research. J130190/Investment Funds/JT/nB
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UK Equity market valuation ROM

Shiller PE
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Source: Global Financial Data, Datastream, Morgan Stanley Research. J130190/Investment Funds/JT/3
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UK Equity market valuation ROM

Dividend yield
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Source: Global Financial Data, Datastream, Morgan Stanley Research. J130190/Investment Funds/JT/3
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Equity market valuation ROM

Ql _ f kReplacdnent cost

: . "1 Coficerasp b b ¢ QI _f k” pCN
US: Non-financial Companies’ Value According to 4.
A Further downgrades to profit forecasts
Az at 11th December, 2008 with the 5&P 500 @ 873, U5, the new . .

14 4 data show that non-financials were 12% helow fair value, 14 A Debt needs to be paid down

1.2 4 including the statistical dizcontinuities and 27% ahove excluding 1.2
el e i e e S 1 A US house prices still falling

0.8 ' 0.8 }
E 0.6 06 A Credit is rationed, banks cannot support lending an
= .
2 04 L 0.4 deleverage at the same time

0.2 0.2 . .
E“ 0 lul 0 A Government balance sheets becoming stretched
%

-0.2 -0.2 i -
=
B o A Currency volatility
'jz i ¥ il A Disinflation, possibly deflation
e 08 : T : G e -+ 0.8

ey pxcluding Statistical Discontinuites < . .
-1 _gm Ciatistical Discontinuities -1 A .. and then |nﬂat|0n
1.2 | 2 I el ) P 3 Y L P T ) P T 1 i
1900 190% 1916 1924 1032 1940 1948 1956 1964 1072 1980 1988 1996 2004
Sources: Z1 Tables B.102 & E.102 from 1952, Stephen Wright for earlier data.
215 nuthers & Co. Lid.

Source: Smithers & Co. J130190/Investment FundS/JT/3
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Investment therlearge cap, strong balance sheet, dividend pt§A%

Vodafone Grol
BP
Royal Dutch "I (66 |
GlaxoSmithKi
BG Grou|
Astrazene: (48 |
BHP Billito
HSBC Hld{
BAE Systel
Aviva
Compass Gro
Unilevel
Intl Powe
Prudentic
Rio Tints
Centrici
Reed Elsev
® Trailing dividend yiel

17 companies represent 75% of the portfolio and should yield the portfolio 4%+

J130190/Investment Funds/JT/3
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Investment thepreormalising credit markets ROM
Spreadto Tsy (b . : : :
P y (bp) A Implied cumulative default rates higher than
800 1930s peak
700 - | ) _ .
600 A Forced selling has moved corporate bond prices
500 to levels lower than is justified by fundamentals
;‘gg A Risk is total credit to GDP is above 1930s
200 - A Narrowing corporate bond yields relative to
100 - government bond yields (spreads) would be
0 beneficial to equities
Lo o o — (] — N~ [oN] N~ ™ [e0] ™ [@)] <t (2] T9}
T 29 EZEE2ETEEES RS ; -
s £ 8§ 8 3 g 85 gs L ygs &g S A Some stocks and sectors would benefit more
US Recessi BBBs (to Ts AAA/AA (to Te Seriest than others
Stock selection:
Insurance companpestfolios of Credit asset manageesformance  Private equitgsset values and Indebted companiesproved
corporate bonds benefit and asset growth sentiment financing availability/price
Aviva PrudentialResolution Ashmore BlueBay 3 - Intermediate Capital Informa Meggitt BBA Unite

Source: Morgan Stanley Research, Moody's, The Yield Book, NBER J130190/Investment Funds/JT/3
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Investment thea®il price recovery from cyclical weakness RCM

co1 | 44 _ 35 -.55 44 .37/44 .40 1x2 ComdtyCCRWV
At 11:05 Vol 22,193 Op 44.51 Hi 45.53 Lo 44.00 Prev 44.90
Commodity Price Curves Page 1/5

A Oil futures market in contango

hm 13ICE Brert Crude Oil

e A A A Decline rates reduce global oil production by

A EEEa W w1 34% per annum
T i I I T e S e o A Oil price weakness and credit crisis reduce
0 15 1 global capex
N o LS S S NN O S S S N - A Long term demand growth from
75 TR 000 U U WU UOUOTFOUUUN MU SO UV URPRN SOUTRE NUUUN NOUO SO 0 industrialisation in China and India
A S A U RS SN ST S O O R N . .77900 A Attractive valuations
aRi [ui=] —IJAIJ ;D —IDC'II' 1ID AU(! 11 —\JUINI 1z —MARI 13 —JANI 14—DCTI 14 DEE! 15 I DEE‘! 16 I DEEII: 17
Stock selectlon:
Global integrated oil companie: Large cap exploration and produ Mid cap exploration and production Oil services
BP- Royal Dutch Shell BG- BHP Billiton Dana PetroleurmEnergy XXI Wellstream
Rising power prices Renewables

Hansen TransmissidtV Crystalox

International Power Renewable Energy Generation
gy J130190/Investment Funds/JT/3



Sector positions

Top 5 sector positions . o gas produc

Pharmaceuticals & biotechi
General financ

Mobile telecon

Life assuran

Bottom 5 sector positions

Household goods

Banks

Tobacco

Source: RCM, 293anuar3009

Equity investment instruments

Food retailers & wholesalers
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Top 10 holdings and largest active positions

Top 10 holdings

Vodafone Grot
Royal DutchHst
Glaxosmithklir
BP Pl

HSBC Hidgs |
BG Group P
Astrazeneca |
BHP Billiton F
BAE Systems

Unilever Pl

Source: RCM, as at 29 January 2009
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Glaxosmithklir
Vodafone Grot
Compass Grol
Intl Power P
BG Group P
Prudential P
BAE Systems
Aviva Pl

BHP Billiton F

Carillion PI

J130190/Investment Funds/JT/3
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Investment outleckummary ROM

Outlook

A Financial crisis is in its final stages due to decisive and coordinated policy response

A Economic conditions in 2009 will be brutal, key for equity markets is an improving outlook into 2010
A Corporate bond markets appear to be pricing in economic conditions last feierisidbgé980sstic

A Equity market valuations are attractive for a long term investor

A Markets will remain volatile and a final market sell off in 2009 is a possibility

Strategy

A Continue to prefer companies with predictable earnings, sound balance sheets, and good cash generation
A Focus on high return on capital companies with long term growth attractions

A Adding risk and cyclical exposure gradually into 2009

A Selective approach to indebted companies. Survivors undervalued.

A Equity plays on improving corporate credit spreads are attractive

A Measured use of gearing to enhance returns as equity markets recover

J130190/Investment Funds/JT/3
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Final thought ROM

Major bear markets lead to extended periods of good returns

Following the major market declinestoéeheupPwere decades with rolfesy Bdnual total returns that
approached or exceeded tHernongean

The bear market Subsequent rollingeiar The bear market Subsequent rollingeir
annual total returns annual total returns

J130190/Investment Funds/JT/S

Source: Legg Mason
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Performance RCOM

Non benchmark holdings

Impact (bp) 31 October 208Y October 2008 Energy XXI vs oil price

Hansen Transmissions In 0.02

Renewable Energy Genera 0.11 ND J FMAMOI J A s o

Impact -2.89 — Energy XXI (BER.)(REGS)
— Crude Grent 1Mth Fwd FOB U$/BBL

[ :
Foreve vy orors_
e

Source: Datastream, as at 1 January 2009. J130190/Investment Funds/JT/S



Signs of distress

Credit spreads

Spread to Tsy (bp)
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Exhibit 6: Buffett rarely talks about the Marketdhiat when he does Dow Jones Industri&ig4- 1975
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Source: Jeremy Siegel; Bloomberg; LMCM estimates.

Realised volatility
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Disclaimer RCOM

Please remember that past performance is not a guide to future performance. The value of an investrhemt talidethevalcasnesteaas & result of market fluctuations and you ma
not get back the amount originally invested. You should not make any assumptions about the futunmaiorthe basis of this infor

Except for products investing exclusively in the UK, currency exposure exists in all funds. Theseifupalst Willtsdifey dsesgativalue relative to the currencies in which the
investments are made.

Disclaimer

The information is for the sole use of the addressee, who it is believed is a professional customeakedatiredoyhibrity;iddiennz Global Investors staff or consultants and
independent financial advisers who have received instructions from RCM (UK) Ltd. Some of the producstabledoluctthipesestone If you are not sure if you are a
professional customer as defined by the Financial Services Authority please contact our CompliancetBapatariahtomartieztherein is directed only at persons or entities in
any jurisdiction or country where such information and the use thereof is not contrary to local lawlpjitregylatairbe Aepoodinced in any form without the express permission of
RCM (UK) Ltd. To the extent that it is passed on, care must be taken to ensure that this is in a idathevinidraatorafEyserfted here and that it complies with the laws and
regulations of any jurisdiction in which it is used.

While RCM (UK) Limited believe that the information is correct at the date of this document, no wargiety tor ttéprefecitaiiohns responsibility can be accepted by RCM (UK)
Limited to any intermediaries or end users for any action taken on the basis of the information.

Regulatory Status

The information contained herein including any expression of opinion is for information only and is giveatanjfomendeoséaislon it, or changes their opinion thereon, does sc
entirely at their own risk.

Allianz Global Investors represents products and services of RCM (UK) Ltd. Authorised and regulatdutihyritye thimanegit®eedadfice 155 Bishopsgate, London, EC2M 3AD,
telephone +44 (0)20 7859 9000 and is a wholly owned subsidiary of Allianz SE. This document has bedbK9ditddandheobhiglms REMUK regulations. Registered in Englanc
No 2014586. Member of the Allianz Global Investors Marketing Group.

For our mutual protection, calls are recorded and may be used for quality control and training purpdseisivesteesee seifiesztaight to use such recordings in the event of a
dispute.

Web site: www.rcm.co.uk Web Site: http://www.AllianzGl.co.uk

J13019Mnvestment Fund8Qd109
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