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Study Questions and Approach PPI

* How do UK charge compare with those of other countries?

* Are UK charges low, high or within range?

* What might account for the differences between UK and others?
* Are there lessons to be learned for the UK?

Desk-based research from secondary sources
Supplemented by input from expert respondents
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Addressing challenges of PPI

comparison

* Focus on workplace pensions

* Try to understand scale effects

* Focus on investment design most often delivered to members
* Identify ancillary benefits - seek out core pricing

* Look at structure of supply

* Convert charge shapes back to single annual management
charge
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US, UK, Australia and Holland hold PPI
most of the world’s pension assets

Countries Studied All have:

NIz . i * Significant funded pensions

Z*'g * *** SR e— * Significant occupational
pensions

Australia The USA

* Significant DC in system

 Broadly similar investment
_ style
* Similar approaches to

Sweden The Netherlands governance
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US, UK, Australia and Holland hold PPI
most of the world’s pension assets
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Australia - concern about high
level of ‘Super’ fees S PPI

* Overall average ‘Super” AMC 0.95% (2013)

» Large workplace schemes around 0.75%
»Industry-wide schemes around 1%

»Retail funds 1.0% -1.5%

* Reduction in average super fees of 26 bps 2006-17 - 20% in 10
years — to around 1% AMC

* ‘MySuper’ - new default fund design from 2013

»Reduced charges on retail products but not large occupational schemes
» 2017 average MySuper 0.81% + A$74 = 0.96%
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Large US schemes operate at 0.50%
or less PPI

Benchmark US DC scheme costs by fund size

Investment expense Plan Fee
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70% report scheme charges under PI
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401 (k) charges have been falling at
c.2% pa S / S PPI

Asset-weighted average expense ratio is

this is too long. Unit is %.




Scheme

IBM Netherland

Personeelsdiensten

Shell
Netherland
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Dutch member charges appear low PPI

True Blue

Total Members

13,950

1,252,323

6,522

8,052

Total Contributions

(€)

Admin costs
member (€)

Asset  management
costs (AMC)

Transaction Costs




Dutch PPI schemes a new
benchmark

* Pure DC, broadly equivalent to UK Master Trusts

* Fast growing sector of market, setting new benchmarks
* LCP Netherlands 2018 Survey reports:

» Asset management fees 0.2-0.6%; average 0.4 %
» Administration charge €30-€60; average €45-€50 per member

* Member pays for asset management, employer for admin
* Passive, lifestyle funds

Pensions Policy Institute

PPI



Swedish charges look competitive
but are complex

Private - White Collar

Private — Blue Collar

Pensions Policy Institute

PPI

Central Government

Traditional
Pension
Insurance

Default Fund

0.13-0.29% AMC
(+0-855EK/yr)

0.2% AMC
(+65 SEK/yr)

0.1% - 0.2% AMC
(+ 6 or 75 SEK/ yr)

Unit-linked

‘Entry Solution’

0.3-0.4% AMC
(+65-75SEK/ yr)

Balanced Fund

0.3-0.5% AMC
(+65-70 SEK/yr)

Minimum

0.16% AMC

0.1% AMC
(+65 SEK/yr)

0.1% AMC
(+65SEK/ yr)

Maximum

0.30% AMC

0.5-1.0% AMC
(+50-65 SEK/yr)

0.7% AMC
(+75SEK/ yr)

Administr-
ation Fee

% of contributions

14SEK /yr




UK fund cha
lower end

Country

Reference
Point

Investment
Charge (AMC)

Admin Charge

Total expressed as
AMC
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rges generally toward PPI

Default Fund
Style

Australia

MySuper
average fees

0.50%

0.31% + $74

0.96%

Active + direct
investment

US

Large 401 (k)
(>$250m)  fund
average

0.45%

0.05%

0.50%

Traditionally
active,  passive
and target date
Increasing

Netherlands

PPI
average charge

€50
(employer paid)

Passive, lifestyle

Sweden

ITP /Folksam
default fund

1%  of
butions

contri-

Insured fund
with minimum
guaranteed
annual return

Large Master
Trust average

Passive, lifestyle




UK private pension returns
(DB+DC) in-line or better

Australia

Netherlands

Sweden

Pensions Policy Institute

PPI

2007

12.9%

0.6%

2008

-11.4%

-17.3%

2009

-10.2%

11.5%

2010

5.6%

8.9%

2011

5.3%

4.3 %

-1%

2012

0.6 %

9.5%

7.9%

2013

10.3%

1.6%

6.7 %

2014

8.9%

15.1%

10.6%

2015

7.8%

0.9%

2.7%

2016

3.3%

8.6%

4.6%

2011-16

6.1%

7%

6.5%
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Greater transparency associated
with lower costs in Holland PPI

Management Transaction Cost of asset
Fee Costs management
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Key points
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Response to research findings

Jenni Allen,
Managing Director

Money Content & Guidance,
Which?

#PPIhashtag @PPI_Research
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Panel Discussion

(N

Jenni Allen David Farrar Nick Hurman Jonathan Lipkin Jacqueline Lommen,
Which? DWP PPI IA State Street

Please observe the Chatham House Rule



The Netherlands

Charges, returns and transparency
in DC pensions

Jacqueline Lommen
Senior Pensions Strategist

December 2018
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At a glance: well-developed Dutch pension system............
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Pension benefits:

Coverage: Ca. 95% of employees

Contributions: Ca. 25% of gross salary premium (mainly by employer)
State pensions: for all citizens

Replacement rate: 50-70% replacement of average gross salary
Benefits: life-long and guaranteed (full annuitisation mandatory)

Retirement age: 68+ years

Pension providers:

AuM: euro 1.8 trillion AuM / 180% of GDP
Providers: 150 pension institutions (incl very large players)

Master-trusts allowed since 2012

25
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Major challenges:

Structural underfunding DB plans = financial instability

Benefits and vested rights not indexed and being cut 2 members distrust

Changing labour makets = demand for simple, flexible, portable pensions

Too high occupational pension savings? —> sustainable system?

26
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......fundamental reforms underway

Proposed Pension reforms

* Variable benefits (DC pensions)

* Transfer all past DB services towards DC
* Pension freedoms

* Foster master-trusts and innovation

* Ongoing fiscal sobering

DB ambition contract

Traditional DB

DB schemes

Major part of risks sit
with employer and
pension institution
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Fee levels:
* consistent with UK

* depend on age cohort and life-cycle investment strategy

*  how to measure?

Fee structure:
* employer pays admin fees
 employee pays investment fees

(Further) fee decline:
e consolidation
* |launch of master-trust
« disclosure (self regulation)

Investment returns / performance:
e consistent with UK
* risk mitigation is as important as absolute returns

Source: PPI, Charges, returns and transparency in DC, December 2018
The information contained above is for illustrative purposes only.
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This communication is directed at professional clients [this includes eligible counterparties as defined by the Financial Conduct Authority (FCA) and (Netherlands Authority For the Financial
Markets)] who are deemed both knowledgeable and experienced in matters relating to investments. The products and services to which this communication relates are only available to
such persons and persons of any other description (including retail clients) should not rely on this communication.

United Kingdom: State Street Global Advisors Limited. Authorised and regulated by the Financial Conduct Authority. Registered in England. Registered No. 2509928. VAT No. 5776591 81.
Registered office: 20 Churchill Place, Canary Wharf, London, E14 5H)J. Telephone: 020 3395 6000. Facsimile: 020 3395 6350.

Netherlands: State Street Global Advisors Netherlands, Apollo Building, 7t floor Herikerbergweg 29 1101 CN Amsterdam, Netherlands. Telephone: 31 20 7181701. SSGA Netherlands is a
branch office of State Street Global Advisors Limited. State Street Global Advisors Limited is authorised and regulated by the Financial Conduct Authority in the United Kingdom.

This communication is directed at professional clients (this includes eligible counterparties as defined by the Financial Conduct Authority (FCA) and Netherlands Authority For the Financial
Markets) who are deemed both knowledgeable and experienced in matters relating to investments. The products and services to which this communication relates are only available to
such persons and persons of any other description (including retail clients) should not rely on this communication.

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA’s express written consent.
Investing involves risk including the risk of loss of principal.

The views expressed in this material are the views of Jacqueline Lommen and are subject to change based on market and other conditions. 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.

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments Directive (2014/65/EU) and it should not be relied on
as such. It should not be considered a solicitation to buy or an offer to sell any investment. It does not take into account any investor's or potential investor’s particular investment
objectives, strategies, tax status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other professional advisor. All material
has been obtained from sources believed to be reliable. There is no representation or warranty as to the accuracy of the information and State Street shall have no liability for decisions
based on such information.

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a ‘Marketing Communication’ in accordance with the
Markets in Financial Instruments Directive (2014/65/EU) or applicable Swiss regulation. This means that this marketing communication (a) has not been prepared in accordance with
legal requirements designed to promote the independence of investment research (b) is not subject to any prohibition on dealing ahead of the dissemination of investment research.

© 2018 State Street Corporation — All Rights Reserved.
Web: www.ssga.com

Expiration Date: November 30, 2018
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Questions and Answers Session PPI
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Please observe the Chatham House Rule
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Closing Remarks PPI

Please observe the Chatham House Rule
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Thank you for joining us today
Please stay and join us for a drink

Thank you to our sponsors today

Which




