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2012 State Street European Pension Study

About the Research

) Respondents by Type
» This study, sponsored by State Street and

conducted by the Economist Intelligence Unit,
examines key trends within the European pension

industry.

: : : m Defined Contribution
* An online survey was fielded during October 2012

and garnered a total of 150 valid responses, with

_ m Defined Benefit
25 from each of the following markets:

— Germany

— Italy

— Netherlands

_ Respondents by Investable Assets
— Switzerland

— UK
— Nordics

« One-quarter of respondents were multinational m Less than $500 million

penilotns, while the remainder operate in a single = $500 million to $1 billion
market.

® More than $1 billion
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Germany: Challenging Demands from Multiple Stakeholders

Internal governance and risk management make greatest demands, even more than regulation

Demands from regulators
and ratings agencies

Demands from beneficiaries or
participants

Demands from internal governance
and risk management functions

Germany

Europe

Germany

Europe

Germany

Europe

40%
|
40%

0%

20%

Slight challenge

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit

60% 80%

m Significant challenge
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Germany: Regulation

While German funds are less challenged than their European peers in keeping pace with
regulatory change, two-thirds still experience some difficulty

Since the financial crisis, how difficult has it been to keep pace
with the regulatory developments applicable to your market(s)?

- 3%
0
28% 30%
= Extremely difficult
40% Difficult
46%

Slightly difficult
H Not at all difficult

Germany Europe

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Germany: Pension Costs

72 percent of German pension funds report they face consistent pressure to reduce costs

Percent Percent

Disagree Agree

0, 0,
“Our cost structure is in line Germany | 4% l 60%
with the rest of the industry. Europe | 7% | 75%
“There is still scope to reduce Germany | 8% I 60%
our operating costs. Europe | 21% . 56%
“There is consistent pressure Germany | 12% | [ 2%
to reduce our costs further. Europe | 15% I 67%

0,
“We conduct cost reviews frequently Germany | 4% 72%
to look at where we can cut expenses. Europe | 14% I 67%

40% 20% 0% 20% 40% 60% 80% 100%

Somewhat disagree  ® Strongly disagree

Somewhat agree m Strongly agree

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 6
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Germany: Looking to the Future — 10 Predictions

German pension funds predict increasing governance demands, as product ranges expand

Percentage of German respondents predicting each
industry development as “Likely” over the next five years

. 0
Governance demands will escalate. _ 92%
Retirement savers will have access to a more robust set of investment _ 929
products to meet retirement needs.
Corporate CFOs will become more involved in running their organisations’ _ 84%
pension schemes. 0
Smaller funds will look to outsource all aspects of fund management. _ 849
Investment decisions will become more complex. _ 80%
Pensions will be more transparent than they are today, allow?ng p_eople to _ 80%
make more informed decisions about their retirement.
National governments will take aggressive action in an attempt to close the _ 68%
retirement savings gap.
Persistent funding challenges will accelerate the closure of DB schemes and 0
iy : 68%
the transition to DC vehicles.
Funds will increasingly look to invest in cross-border vehicles. _ 60%
Funding tevetsvilimprove. | RN 56

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 7
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Italy: Challenging Demands from Multiple Stakeholders

Italian pension funds see internal governance and risk management as key challenges

|
Italy 44%
Demands from regulators |
and ratings agencies
Europe 48%
j
o Ital 40%
Demands from beneficiaries or Y |
participants
Europe 58%
)
_ Italy 36%
Demands from internal governance |
and risk management functions
Europe 40%
|

20%

Slight challenge

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit

m Significant challenge

100%
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Italy: Regulation

92% of Italian funds see some level of difficulty in keeping up with regulatory change

Since the financial crisis, how difficult has it been to keep pace
with the regulatory developments applicable to your market(s)?

3%k
%
44% 30%
= Extremely difficult
Difficult
46% Slightly difficult
48% ® Not at all difficult

Italy Europe

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Italy: Pension Costs

Cost cutting is a persistent theme, though 76% believe their cost structure is in line with peers

Percent Percent

Disagree Agree
“Our cost structure is in line ltaly | 12% 76%
with the rest of the industry.” Europe | 7% 7506
“There is still scope to reduce ltaly | 36% 56%
our operating costs. Europe | 21% 56%
“There is consistent pressure ltaly | 24% I 2%
to reduce our costs further. Europe | 15% I 67%
“We conduct cost reviews frequently ltaly | 20% | 2%
to look at where we can cut expenses. Europe | 14% I 67%

60% 40% 20% 0% 20% 40% 60% 80% 100%

Somewhat disagree  ® Strongly disagree

Somewhat agree m Strongly agree

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 11
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Italy: Looking to the Future — 10 Predictions

Shift to defined contribution will continue, and governance demands are increasing

Percentage of Italian respondents predicting each
industry development as “Likely” over the next five years

. 0
Governance demands will escalate. _ 84%
Persistent funding challenges will accelerate the closure of DB schemes and the _ 76%
transition to DC vehicles.
Smaller funds will look to outsource all aspects of fund management. _ 76%
Investment decisions will become more complex. _ 72%
National governments will take aggressive action in an attempt to close the _ 7204
retirement savings gap. 0
Retirement savers will have access to a more robust set of investment products _ 7204
to meet retirement needs. 0
Funds will increasingly look to invest in cross-border vehicles. _ 64%
Corporate CFOs will become more involved in running their organisations’ _ 56%
pension schemes.
Pensions will be more transparent than they are today, allowing people to make _ 56%
more informed decisions about their retirement.

Funding levels will improve. _ 36%

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 12
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Netherlands: Challenging Demands from Multiple Stakeholders

Meeting regulatory demands is the biggest concern for Dutch plans

Netherlands
Demands from regulators

and ratings agencies
Europe

o Netherlands
Demands from beneficiaries or

participants
Europe

_ Netherlands
Demands from internal governance

and risk management functions
Europe

36%
|
48%

56%

58%

52%
|
40%

0%

20%
Slight challenge

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit

40%

60% 80%

m Significant challenge

100%
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Netherlands: Regulation

Keeping pace with regulatory change is difficult / extremely difficult for 44% of funds

Since the financial crisis, how difficult has it been to keep pace
with the regulatory developments applicable to your market(s)?

- 4% 3%
30%
40%
= Extremely difficult
Difficult
36% HERL Slightly difficult

H Not at all difficult

Netherlands Europe

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Netherlands: Pension Costs

Despite cost structures being in line with peers, cost cutting is still expected

Percent Percent

Disagree Agree

0, 0,
“Our cost structure is in line Netherlands | 4% 92%
with the rest of the industry. Europe | 7% | 7506
“There is still scope to reduce Netherlands | 12% 76%
our operating costs. Europe | 21% l 56%
“There is consistent pressure Netherlands | 4% 88%
to reduce our costs further. Europe | 15% I 67%

. 0, 0,
“We conduct cost reviews frequently Netherlands | 32% I 60%
to look at where we can cut expenses.” Europe | 14% I 67%

60% 40% 20% 0% 20% 40% 60% 80% 100%

Somewhat disagree  ® Strongly disagree

Somewhat agree m Strongly agree

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Netherlands: Looking to the Future — 10 Predictions

Majority of funds predict arise in investment complexity, but expect funding levels to improve

Percentage of Dutch respondents predicting each
industry development as “Likely” over the next five years

0
Investment decisions will become more complex. _ 88%
Funding levelswil mprove. (NN 5%
Persistent funding challenges will accelerate the closure of DB schemes and the _ 84
> : 0
transition to DC vehicles.
Smaller funds will look to outsource all aspects of fund management. _ 84%
Pensions will be more transparent than they are today, allowing people to make _ 80%
more informed decisions about their retirement.
Governance demands will escalate. _ 76%
Retirement savers will have access to a more robust set of investment products _ 72%
to meet retirement needs.
Corporate CFOs will become more involved in running their organisations’ _ 60%
pension schemes.
Funds will increasingly look to invest in cross-border vehicles. _ 56%
National governments will take aggressive action in an attempt to close the _ 56%

retirement savings gap.

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 17
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Switzerland: Challenging Demands from Multiple Stakeholders

Demands of fund beneficiaries or participants represent a challenge for 92% of respondents

|
Switzerland 40%
Demands from regulators |
and ratings agencies
Europe 48%
j
o Switzerland
Demands from beneficiaries or |
participants
Europe
)
_ Switzerland 28%
Demands from internal governance |
and risk management functions
Europe 40%
|
0% 20% 40% 60% 80% 100%

Slight challenge  m Significant challenge

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Switzerland: Regulation

Only 12% of Swiss funds report no difficulty keeping pace with regulatory developments

Since the financial crisis, how difficult has it been to keep pace
with the regulatory developments applicable to your market(s)?

Tew T

0
28% At
= Extremely difficult
Difficult
52% L Slightly difficult

H Not at all difficult

Switzerland Europe

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Switzerland: Pension Costs

Strong belief among Swiss funds that their cost structure is in line with rest of industry

Percent Percent

Disagree Agree
“Our cost structure is in line Switzerland | 0% 84%
with the rest of the industry.” Europe | 7% | 75%
“There is still scope to reduce Switzerland | 36% . 44%
our operating costs. Europe | 21% _ 56%
“There is consistent pressure Switzerland | 20% . 52%
to reduce our costs further. Europe | 15% I 67%
“We conduct cost reviews frequently SWitzerland | 8% [l 56%
to look at where we can cut expenses. Europe | 14% I 67%

60% 40% 20% 0% 20% 0% 0% 80% 100%

Somewhat disagree  ® Strongly disagree

Somewhat agree m Strongly agree

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Switzerland: Looking to the Future — 10 Predictions

Transparency will improve, enabling more informed retirement planning

Percentage of Swiss respondents predicting each
industry development as “Likely” over the next five years

Governance demands willescalare. [ MMM 5%
Pensions will be more transparent than they are today, allowing people to make _ o
more informed decisions about their retirement. 88%
Investment decisions will become more complex. _ 84%
Retirement savers will have access to a more robust set of investment products 0
to meet retirement needs. NN 50%
Persistent funding challenges will accelerate the closure of DB schemes and the o
transition to DC vehicles. _ 76%
Corporate CFOs will become more involved in running their organisations’ o
pension scheres. NN 65
National governments will take aggressive action in an attempt to close the 0
retirement savings gap. _ 64%
Smaller funds will look to outsource all aspects of fund management. _ 64%
Funding levels will improve. _ 56%
Funds will increasingly look to invest in cross-border vehicles. _ 489%

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 22
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United Kingdom: Challenging Demands from Multiple Stakeholders

Demands from beneficiaries / participants in the UK significantly exceed the European norm

United Kingdom 72%
Demands from regulators

and ratings agencies
Europe 48%

L United Kingdom
Demands from beneficiaries or

participants
Europe

United Kingdom | 12%

Demands from internal governance
and risk management functions

40%

0% 20% 40% 60% 80% 100%

Slight challenge  m Significant challenge

Europe

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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United Kingdom: Regulation

Vast majority (84%) of UK funds have some difficulty keeping pace with regulatory change

Since the financial crisis, how difficult has it been to keep pace
with the regulatory developments applicable to your market(s)?

- 4% - 3%
28% 30%
= Extremely difficult
Difficult
52% 46% Slightly difficult

H Not at all difficult

United Kingdom Europe

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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United Kingdom: Pension Costs

Cost structures are aligned with European norms — but the majority of funds still face pressure
to reduce costs

Percent Percent

Disagree Agree
“Our cost structure is in line United Kingdom | 4% 2%
with the rest of the industry.” Europe | 7% | 7506
“There is still scope to reduce United Kingdom | 16% I . 56%
our operating costs. Europe | 21% . - 56%
“There is consistent pressure United Kingdom | 4% 60%
to reduce our costs further. Europe | 15% I 67%
“We conduct cost reviews frequently United Kingdom | 8% 2%
to look at where we can cut expenses. Europe | 14% I 67%

40% 20% 0% 20% 40% 60% 80% 100%

Somewhat disagree  ® Strongly disagree

Somewhat agree m Strongly agree

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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United Kingdom: Looking to the Future — 10 Predictions

More robust and transparent pension products will improve retirement planning in next 5 years

Percentage of British respondents predicting each
industry development as “Likely” over the next five years

Governance demands vill escalate. RN 2%
Retirement savers will have access to a more robust set of investment products _ 88%
to meet retirement needs. Y
Pensions will be more transparent than they are today, allowing people to make 0
more informed decisions about their retirement. _ 84%
Smaller funds will look to outsource all aspects of fund management. _ 76%
Investment decisions will become more complex. _ 68%
National governments will take aggressive action in an attempt to close the _ 68%
retirement savings gap. 0
Funds will increasingly look to invest in cross-border vehicles. _ 60%
Persistent funding challenges will accelerate the closure of DB schemes and the _ 60%
transition to DC vehicles. 0

Corporate CFOs will become more involved in running their organisations’ _ 40%
pension schemes. 0

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 27
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Nordics: Challenging Demands from Multiple Stakeholders

80% of Nordics plans see internal governance and risk management demands as a challenge

|
Nordics 56%
Demands from regulators |
and ratings agencies
Europe 48%
j
o Nordics
Demands from beneficiaries or |
participants
Europe
)
_ Nordics
Demands from internal governance |
and risk management functions
Europe 40%
|
0% 20% 40% 60% 80% 100%

Slight challenge  m Significant challenge

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Nordics: Regulation

Nordic funds more confident than European peers in coping with regulatory demands

Since the financial crisis, how difficult has it been to keep pace
with the regulatory developments applicable to your market(s)?

- 3%
12%
30%
48% o
= Extremely difficult
Difficult
46%

Slightly difficult
H Not at all difficult

Nordics Europe

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Nordics: Pension Costs

Cost cutting is a persistent theme, though 68% believe their cost structure is in line with peers

Percent Percent

Disagree Agree
“Our cost structure is in line Nordics | 16% 68%
with the rest of the industry.” Europe | 7% 750
“There is still scope to reduce Nordics | 20% 44%
our operating costs.” Europe | 21% 56%
“There is consistent pressure Nordics | 24% - 56%
to reduce our costs further.” Europe | 15% I 67%
“We conduct cost reviews frequently Nordics | 12% 68%
to look at where we can cut expenses.” Europe | 14% I 67%

60% 40% 20% 0% 20% 40% 60% 80% 100%

Somewhat disagree  ® Strongly disagree

Somewhat agree m Strongly agree

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit
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Nordics: Looking to the Future — 10 Predictions

More complex investment decisions will go hand-in-hand with increased governance demands

Percentage of Nordic respondents predicting each
industry development as “Likely” over the next five years

0
Governance demandsvill escalate. NN ©2%
Investment decisions will become more complex. _ 92%
Persistent funding challenges will accelerate the closure of DB schemes and the _ 88%
transition to DC vehicles.
National governments will take aggressive action in an attempt to close the _ 84%
retirement savings gap.
Pensions will be more transparent than they are today, allowing people to make _ 84%
more informed decisions about their retirement.
Retirement savers will have access to a more robust set of investment products _ 720
to meet retirement needs.
Smaller funds will look to outsource all aspects of fund management. _ 72%
Corporate CFOs will become more involved in running their organisations’ _ 64%
pension schemes.
Funding levets willimprove. | MMM 6%
il i i i i 64%
Funds will increasingly look to invest in cross-border vehicles. 0

Source: 2012 State Street European Pension Study conducted by the Economist Intelligence Unit 32



