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Newly introduced DC - Plans embedded in ?,'4}31-.

Germany's occupational pension systems
BERLIN 2018

= ,completely new world" in Germany's occupational pension
system, provisions to compensate for missing guarantees:

= Agreement of bargaining partners is constitutional, implicitly trustee-
like position, including reputational risk

= High Level of customer information and consumer protection
regulations, transparency

= Regulations on collective funding ratio for beneficiaries and the need
to manage volatility of benefits in payment
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Expected confidence-building influence of Vit
bargaining partners ;
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Initial defined ambition (,,Zielrente™) without guarantee during
entitlement period

Defined Ambition should exceed guaranteed benefits of ,the
old world"

Risk Management of Defined Ambition during entitlement
period will lean against stipulated proceedings during
retirement period

Controlling the volatility of funding ratio as well as payments
and ambition will influence risk taking in asset management
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= Implementation of different buffers:
« Collectivised parts of contributions and asset returns
« Funding Ratio >100% but <125% (due to asset returns)
« Stipulated employer contributions (,,safety contributions™)
= Max. acceptable volatility of payments
= Excluding age groups close to retirement age
= Enforcing anti-cyclic investments
= Controlling cost and volatility of assets
= Avoiding reduction of benefits in payment
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A well diversified asset allocation reduces VA ."11
asset management risk ICA ClA
BERLIN 2018
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Source: Datastream, monthly performance figures, own calculations
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Accumulated value of an investment of 10.000 € in the MSCI Vi .11-.
Europe after 15 years (End 2002 - End 2017) m L
Pro-cyclical risk reduction is one of the dominating performance-risks BERLIN 2018
for long-term investments
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Risk Management must include provisions for very .

negative scenarios (Return and volatility assumptions see Y .'!]'l
appendix) ICA CIA gt
BERLIN 2018
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- Diversification is crucial, over asset classes and over time (long-term Investment)
- Cost control, transparency and reliable communication are key criteria as well

- Performance goal and risk budget should be in line
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Coverage Fund I/Investorl

Fund of Fonds 1
(Spezial AIF) 1:
Individual Allocation of segregated Accounts

Asset Pooling can be a main driver of cost
reduction

Structure of Pooled Assets for

newly implemented DC

Coverage Fund n/Investor n

Fund of Funds n

(Spezial AIF) n:

Individual Allocation of segregated Accounts
Individual Risk Policy ibl
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Individual Risk Policy possible Individual Risk Overlay possipl
Individual Risk Overlay possiple

Segregated Account 1:

: : Segregated Account 4: .
Equity Europe Segregated Account 2: Segregated Account 3: greg; Segregated Account m:

Equity Northern America Emerging Markets Equity High Yield Bonds Gvt. Bonds IG
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Active return and cost of asset management

Index Index
gross 3% front load
of fees 2% TER p.a.
Dax 31.12.1987 1000 970
Dax 30.06.2017 12325 6919 BERLIN 201 8
Performance p.a.: 8,89% 6,78%
accumulated wealth 100% 56%
Morningstar Data of popular mutual funds:
Excess Retumn
Management (geo)
Group/Investment ISIN Fee TER Fund Size (Annualized) 5.
iShares Dev WIid Idx (IE) Flex Acc EUR IE00B61D1398 0,30 0,35 10.212.703.940,00 0,21
UniGlobal Vorsorge DEOOOAICB1GL 1,20 1,46 9.721.917.576,00
vanguard Global Stock Idx Instl Pls EUR IEOOBFPMIN11 0,15 0,15 8.414.177.227,00
DWS Vermogensbildungsfonds 1 LD DED008476524 1,45 1,45 7.173.201.212,00
UniGlobal DE0D008491051 1,20 1,48 5.258.507.449,00
DWS Akkumula SC DEDOODWS2L90 0,80 0,80 4.213.880.796,00
Robeco BP Global Premium Equities D € LU02032075437 1,25 1,43 3.114.616.474,00 0,76
Investec GSF Glb Franchise A Acc EUR LU0S46048107 1,50 1,01 2.866.180.318,00
GS Glbl CORE Equity E Snap Acc LU0201159711 1,25 1,94 2.840.698.467,00 1,70
Robeco Global Stars Equities NLO000289783 1,00 1,13 2.723.342.493,00
Dodge & Cox Worldwide Global Stk EUR Acc IE00B55IMI08 0,80 0,89 2.715.595.384,00 2,16
Newton Global Equity EUR Acc GBO006780109 2,00 2,12 2.631.827‘831,00_
Best Global Concept OP LU0173001644 0,80 1,87 2.332.366.178,00
Dimensional Global Core Equity B IE00B2PC0260 0,30 0,38 1.894.014.050,00 0,05
SEB Global C LU0030158231 1,50 1,55 1.885.500.870,00
1PM Global Focus D (acc) EUR LU0168343274 1,50 2,71 1.869.760.121,00
Mediolanum Ch Provident 1 IE00B1PB3Q26 2,95 3,04 1.860.381.873,00
Harris Associates Global Eq R/A EUR LU0147944259 2,15 1.716.038.054,00
DWS Top World DE0009769794 1,45 1,45 1.715.939.871,00
Fidelity International A-Dis-EUR LUOD69451390 1,50 1,91 1.685.527.363,00

- Costs are an important contributor to net performance
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Needs for a successful asset management [EE!%E.!-;TI
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= Suitable asset volume
= Diversification
= Disciplined investment strategy

= Consistency of performance expectation, risk budget and risk
management

= Cost control
= Reliable controlling and communication by trusted third parties
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Appendix

Return and Risk Assumptions for calculations on page 8
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Vit) B
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Some calculations on arbitrary chosen

portfolios
Observation Period 10 Years

Perf. p.a. Vol. p.a. | Portfolio 1 | Portfolio 2 | Portfolio 3

Global Equity 5,60% 17,30% 25,0% 50,0% 60,0%
Government Bonds IG 0,30% 3,50% 27,5% 15,0% 5,0%
Corporate Bonds IG 1,30% 4,90% 27,5% 15,0% 5,0%
Global High Yield 2,60% 12,00% 10,0% 10,0% 10,0%
Alternatives 5,80% 16,50% 10,0% 10,0% 10,0%
Real Estate 3,00% 6,90% 0,0% 0,0% 10,0%
Expected perf. p.a. (Mean) 2,7% 3,9% 4,6%
Cumulative ann. perf. from simulation model 2,4% 3,3% 3,8%
Volatility p.a. 7,4% 11,1% 12,8%

* Distrubution including realistic assumtions for skewness and courtosis

*  Assumtions for return and volatility derived from a proprietary econometric model
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Thank you very much for your attention! m 1 u
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Contact details:
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