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(& ,.J Perceptions of tail risk have normalised in the past year
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What do you think is the likelihood of a tail risk event occurring in the next 12 months (leading to a 25%+
peak to trough drawdown in equities?
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Source: Managing investments in volatile markets. How institutional investors are guarding against tail risk events. A report from the Economist Intelligence Unit October 2012 .
2013 results from State Street Global Markets Annual Research Retreats in London (April 25, June 7t )

Selection of Most Read Stories on Bloomberg by month Proportion of outsized days across 50 assets
24/01 - Apple Tumbles After Posting Slowest Sales Growth Since 2009 12% 1
25/02 - Italy Renews Market Concern as Voters Reject Monti Austerity 10% -

18/03 - EU Officials Pressing for Cyprus Bank Tax Signal Flexibility

15/04 - Gold Sinks Most Since 1980 as Stocks Post Worst Tumble of Year 8% 1

22/05 - Stocks Decline With Treasuries, Gold as Dollar Jumps on Fed Bets
03/06 - Emerging Market Dominoes to Fall as SocGen Sees Rout: Currencies
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Source: State Street Global Markets, DataStream (2013 data as of
10 June 2013)
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Less systemic but more turbulent

Volatility — rising back to normality Cross-asset correlation and Systemic risk
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Source: Bloomberg * Cross-asset correlation — average of pair wise correlations between DM, EM equities,

Sovereign bond returns, Commodities and USD, 52-week rolling correlation.

** Systemic risk index calculates the variance explained by the top 10% of principal
components of global industry returns.

EUR equity link has finally broken EUR FX volatility is low (1-mo implied percentile rank)
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Risk appetite across asset classes is decidely mixed

Commodities are not contagious yet
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US growth expectations back in the balance

US economic surprises, US PriceStats series and its recent breakdown (percentile mom%o)
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u ECB staff inflation forecast range
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Source: ECB, State Street Global Markets

ECB staff forecasts taken from the report : ‘ECB staff macroeconomic
projections for the Euro area’ March 2010 to March 2013 6



STATE STREET GLOBAL MARKETS.

Sentiment toward European assets has changed, but has Europe? E

Whatever it takes was enough for investors to change their holdings and hedge ratios
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International holdings of Japanese assets

International investor holdings of equities, bonds and the yen
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The hedging question — still more JPY selling to come?

International investor holdings of equities, bonds and the yen

mm Total foreign holdings of Japanese equities and bonds
——Hedge ratio - rhs

350 -
Estimate based c
1700 - on flows and r 25% m
2 price changes 8 300 -
(@]
T 1600 1 r- =]
S : 2 250 -
@ 1500 - . 2
c 1 i) >
8 £ j 3 & 200 -
S > 1400 - : o >
5 g : L 20% 3 £ 150 J
2% 1300 | ' * 8
22 I 4=
23 A% 5 100 -
c 1200 - o g
T b E
=] ;1 0 50 -
< 1100 - i g
8 1
|2 : : O T T T T 1
1000 - - ; - - 15% 20% 25% 30% 35% 40%

Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13
Target hedge ratio

Source: State Street Global Markets, Bloomberg, BoJ (Data as of 20 May 2013)

This document contains certain statements that may be deemed forward-looking statements. Please note that any such statements are not
guarantees of any future performance and actual results or developments may differ materially from those projected. Past performance is not
a guarantee of future results. 9
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Summing up our EM indicators

EM holdings only hint at rebalancing

Long-term investor holdings metrics in sovereign bonds, equities and FX EL
shown as conditional percentile
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Disclaimers and Important Risk Information

The information provided herein is not intended to suggest or recommend any investment or investment strategy, does not constitute investment advice, does not constitute investment research and is not a solicitation to
buy or sell securities. It does not take into account any investor's particular investment objectives, strategies or tax status. Clients should be aware of the risks trading foreign exchange, equities, fixed income or derivative
instruments or in investments in non-liquid or emerging markets. Derivatives generally involve leverage and are therefore more volatile than their underlying cash investments. Past performance is no guarantee of future
results. This communication is not intended for and must not be provided to retail investors. The products and services described in this communication may not be available in all jurisdictions.

The products and services outlined in this document are generally offered in Europe through either State Street Global Markets International Limited, State Street Bank Europe Limited, State Street Bank and Trust
Company, London Branch, all of which are authorised and regulated by the Financial Services Authority and/or State Street Bank GmbH, London branch, which is authorised and regulated by the Deutsche Bundesbank
and the German Financial Supervisory Authority (BaFin) and subject to limited regulation by the Financial Services Authority, details of which are available from us on request. Please note that certain foreign exchange
business (spot and certain forward transactions) are not regulated by the Financial Services Authority. The products and services outlined in this document are generally offered in the United States and in Latin America
by State Street Bank and Trust Company and/or by State Street Global Markets, LLC. The products and services outlined in this document are generally offered in Canada by State Street Bank and Trust Company and/or
by State Street Global Markets Canada Inc. This communication is made available in Japan by State Street Global Markets Japan Limited which is regulated by the Financial Services Agency of Japan as a financial
instruments firm. This communication is made available in Hong Kong by State Street Bank and Trust Company, which accepts responsibility for its contents, and is intended for distribution to professional investors only
(as defined in the Securities and Futures Ordinance). This communication is made available in Australia by State Street Bank and Trust Company ABN 70 062 819 630, AFSL 239679 and is intended only for wholesale
clients, as defined in the Corporations Act 2001. This communication is made available in Singapore by State Street Bank and Trust Company, Singapore Branch (“SSBTS"), which holds a wholesale bank license by the
Monetary Authority of Singapore. In Singapore, this communication is only distributed to accredited, institutional investors as defined in the Singapore Financial Advisers Act (“FAA"). Note that SSBTS is exempt from
Sections 27 and 36 of the FAA. When this communication is distributed to overseas investors as defined in the FAA, note that SSBTS is exempt from Sections 26, 27, 29 and 36 of the FAA. The products and services
outlined in this document are made available in South Africa through either State Street Global Markets International Limited, State Street Bank Europe Limited or State Street Bank and Trust Company, all of which are
authorized in South Africa under the Financial Advisory and Intermediary Services Act, 2002 as a Category | Financial Services Provider; FSP No. 42823, 42838 and 42671 respectively.

This communication is made available in Israel by State Street Global Markets International Limited, which is not licensed under Israel’'s Regulation of Investment Advice, Investment Marketing and Portfolio Management
Law, 1995. This communication may only be distributed to or used by investors in Israel which are “eligible clients” as listed in the First Schedule to Israel's Regulation of Investment Advice, Investment Marketing and
Portfolio Management Law 1995. This communication is made available in Qatar by State Street Bank and Trust Company and its affiliates. The information in this communication has not been reviewed or approved by the
Qatar Central Bank, the Qatar Financial Markets Authority or the Qatar Financial Centre Regulatory Authority, or any other relevant Qatari regulatory body. This communication is made available in Malaysia by State
Street Global Markets International Limited (“SSGMIL") which is authorised and regulated by the United Kingdom’s Financial Services Authority. SSGMIL is not licensed within or doing business within Malaysia and the
activities that are being discussed are carried out off-shore. The written materials do not constitute, and should not be construed as constituting: 1) an offer or invitation to subscribe for or purchase securities or futures in
Malaysia or the making available of securities or futures for purchase or subscription in Malaysia; 2) the provision of investment advice concerning securities or futures; or 3) an undertaking by SSGMIL to manage the
portfolio of securities or futures contracts on behalf of other persons. This communication is made available in Turkey by State Street Bank and Trust Company and its affiliates. The information included herein is not
investment advice. Investment advisory services are provided by portfolio management companies, brokers and banks without deposit collection licenses within the scope of the investment advisory agreements to be
executed with clients. Any opinions and statements included herein are based on the personal opinions of the commentators and authors. These opinions may not be suitable to your financial status and your risk and
return preferences. Therefore, an investment decision based solely on the information herein may not be appropriate to your expectations. This communication is made available in United Arab Emirates by State Street
Bank and Trust Company and its affiliates. This communication does not, and is not intended to, constitute an offer of securities anywhere in the United Arab Emirates and accordingly should not be construed as such. Nor
does the addressing of this research publication to you constitute, or is intended to constitute, the carrying on or engagement in banking, financial and/or investment consultation business in the United Arab Emirates under
the rules and regulations made by the Central Bank of the United Arab Emirates, the Emirates Securities and Commodities Authority or the United Arab Emirates Ministry of Economy. Any public offer of securities in the
United Arab Emirates, if made, will be made pursuant to one or more separate documents and only in accordance with the applicable laws and regulations. Nothing contained in this communication is intended to endorse
or recommend a particular course of action or to constitute investment, legal, tax, accounting or other professional advice. Prospective investors should consult with an appropriate professional for specific advice rendered
on the basis of their situation. Further, the information contained within this communication is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the United Arab Emirates. This
communication has been forwarded to you solely for your information, and may not be reproduced or passed on, directly or indirectly, to any other person or published, in whole or in part, for any purpose. This
communication is addressed only to persons who are professional, institutional or otherwise sophisticated investors. This communication is made available in South Korea by State Street Bank and Trust Company and its
affiliates, which accept responsibility for its contents, and is intended for distribution to professional investors only. State Street Bank and Trust Company is not licensed to undertake securities business within South Korea,
and any activities related to the content hereof will be carried out off-shore and only in relation to off-shore non-South Korea securities. This communication is made available in Indonesia by State Street Bank and Trust
Company and its affiliates. Neither this communication nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with
applicable Indonesian capital market laws and regulations. This communication is not an offer of securities in Indonesia. Any securities referred to in this communication have not been registered with the Capital Market
and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian
citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market law and regulations. This communication is made available in Oman by State Street Bank
and Trust Company and its affiliates. The information contained in this communication is for information purposes and does not constitute an offer for the sale of foreign securities in Oman or an invitation to an offer for the
sale of foreign securities. State Street is neither a bank or financial services provider registered to undertake business in Oman and is neither regulated by the Central Bank of Oman nor the Capital Market Authority. This
document is confidential and is intended solely for the information of the person to whom it has been delivered. No representation or warranty is given as to the achievement or reasonableness of any research material
contained in this communication. Nothing contained in this communication report is intended to constitute Omani investment, legal, tax, accounting, investment or other professional advice. This communication is made
available in Taiwan by State Street Bank and Trust Company and its affiliates, which accept responsibility for its contents, and is intended for distribution to professional investors only. State Street Bank and Trust
Company is not licensed to undertake securities business within Taiwan, and any activities related to the content hereof will be carried out off-shore and only in relation to off-shore non-Taiwan securities.

State Street Global Markets is a registered trademark of State Street Corporation used for its financial markets businesses.

Please contact your sales representative for further information.



