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Legal information

© NEST Corporation 2017. All rights reserved. This information doesn’t constitute financial,
investment or professional advice and shouldn't be relied on.

We don't make any personal recornmendation or give advice to employers and their workers on how
o make investment decisions. If you're considering using NEST you might want to talk with an
appropriately gualified financial adviser:

We don't give any undertaking or make any representation or warranty that this document is
complete or error free. We don't accept responsibility for any loss caused as a result of any error;
inaccuracy or incompleteness.

Any form of reproduction of all or any part of these shides is not allowed.
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Employers

=

349,000+

Where are we now?

Members

4.7m+

Assets under
management

£1.7bn
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So where are we now?

We’ve got more than 314,000 employers signed up to and using NEST.

We’ve got 4.5 million members and counting. 

And we’ve got £1.6 billion in funds under management - a figure that’s set to grow exponentially in the coming years. (PAUL to give projected figures)

So in terms of size and scale, we’re well on our way to becoming what will be one of the UK’s largest pension schemes.

But what does this mean for large employers using NEST? The reason we can continue to grow at this scale is because we are a solely online scheme, with users able to do everything digitally. For large employers with complex organisations, this can help keep things simple. 



What do our members want?

It needs to be
low cost, but not
compromise on

quality

Big falls could stop
me saving

- -
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Three things matter:

Contributions
Investment returns
Costs

We’ve got some control over the first and more control over the second two



In an ever-changing global landscape

o (limate change

 Digital disruption

e Brexit

e US election

o Greek debt crisis re-emerging?

e Short term political announcements
 Interest rate changes

o Political tensions
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The pace of change is rapid and getting faster and harder to predict
Important to have a strategic approach

Long term trends (climate change)
Significant events (US Presidential election / Brexit)
Market reactions (daily ups and downs)



How do we deliver a smoother savings
journey?

o Strategically — asset allocation decisions

 Tactically —we DON'T do this
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Strategic – diversification and strategic evolution of asset allocation
Dynamic - risk map monitoring, quarterly asset allocation meetings, portfolio insurance
Tactical – we don’t do this



Strateqic approach

FINANCIAL TIMES

UK workplace pension invests in climate-
aware fund

theguardian

Government pension scheme begins
Nest scheme in strategic push to protect retirement savings from environmental ditCthg oil and gas iIlVEStlTlEI]tS

change

€6 FTfm

National Employment Savings Trust to move investments into new climate
change fund and scale back shares in firms such as Shell and ExxonMobil
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Strateqic approach

Are they on track to
meet the requirements
of maintaining global
temperatures below
2 degrees?
Do they have reserves

Do they provide of coal, oil and gas?
renewable energy
or supporting

technologies? Do they produce

energy from coal?

What level and type of
carbon emissions do
they contribute to?
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Strategic approach

’

NEST 2060 NEST 2040
Retirement Retirement
Fund Fund

Emerging market debt B Emerging market equities
B Property Sterling investment grade bonds

UK gilts Money market investments

Data as at December 2016

/

NEST 2022
Retirement
Fund

Developed market equities

UK index-linked gilts

Short dated investment grade bonds
- -
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Dynamic approach

N\ N\
. Investor . .
Inflation ) Political risk
sentiment

) N\
Valuation Cost of L
borrowing everage

[ ESG ] [Concentration] [ Volatility ] [ Liquidity ]
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Economy growth in developed and emerging global markets

Inflation core and headline inflation in developed and emerging markets
Investor sentiment measures of investor confidence
Political risk focuses on sovereign default risk and government intervention in capital markets
Default risk sovereign and corporate credit quality and its impact on the market
Valuation valuation of the different asset types we invest in
Cost of borrowing how the costs of borrowing and the availability of credit affect individuals and businesses
Leverage risks associated with debt levels in business and for individuals
Concentration correlation of risks across different asset classes
Volatility looks at volatility levels in the broad market and for specific asset types
Liquidity assessment of liquidity conditions in the economy and financial markets


Dynamic approach

European equities
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High quality, low cost

It needs to be A
@ low cost, but not
. compromise on
quality
J

Big falls could stop
me saving
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Delivering value

— qil

—H

2023 NEST 2052 NEST
Retirement fund Retirement fund
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1. We’ve designed the process to keep costs down
2. We’ve got smart people who can make ongoing decisions about where and how to save money
3. We are informed buyers so we can negotiate the best deals


Delivering value
BLACKROCK mo@  HSBC QX

BMO Global Asset
Management

2RO i a5 UBS

LONDON 22N STATE STREET.
Amundi L

ASSET MANAGEMENT General
TMEN

INVES

@ Northern Trust ‘ Asset Management
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How is it stacking up?

25.0% -
22.0%
20.0% -
® Annualised total return, net
15.0% - 13.0% of annual management
11.3% 10.8% charge
10.0% - Benchmark: CPIl + 3%
(o)
c 0% 5.4% 1.0% 459 4.7%
. 0
0.0% T T T 1
1 year 3 year 5year  Since launch

Data as at March 2017
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And factoring in volatility...

To end November 2016

Aegon 2.53 1.46 1.74 -
Aviva 2.03 1.33 1.75 1.49
B&CE (The People’s Pension) 2.67 1.45 1.48 -
Friends Life 3.08 1.78 2.16 -
LGIM 4.61 1.96 2.19 -
NEST 4.00 2.32 2.81 2.87
Prudential 2.34 - - -
Royal London 1.88 1.43 1.77 1.84
Scottish Widows 2.18 1.18 1.35 1.50
Standard Life 1.33 1.09 1.59 -

Source: data from Morningstar, ONS, B&CE and NEST; calculations by Defaqto; Data to end of Nov 2016
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Questions’?

e 2016
FinanciaLNews s BDJE awaros I

2016 AWARDS FOR EXCELLENCE _WINNER -

—
Best Use of ESG Best European Pension Fund
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