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This presentation has been prepared for the Actuaries Institute 2014 Financial Services Forum.

The Institute Council wishes it to be understood that opinions put forward herein are not necessarily those of the Institute and the Council
is not responsible for those opinions.
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Disclaimer

This presentation is given by a representative of Colonial First State Investments Limited AFS License 232468, ABN
98 002 348 352 (Colonial First State). Colonial First State Investments Limited ABN 98 002 348 352, AFS Licence
232468 (Colonial First State) is the issuer of interests in FirstChoice Personal Super, FirstChoice Wholesale Personal
Super, FirstChoice Pension, FirstChoice Wholesale Pension and FirstChoice Employer Super from the Colonial First
State FirstChoice Superannuation Trust ABN 26 458 298 557, interests in the Rollover & Superannuation Fund and
the Personal Pension Plan from the Colonial First State Rollover & Superannuation Fund ABN 88 854 638 840,
interests in the Colonial First State Pooled Superannuation Trust ABN 51 982 884 624 and interests in Essential
Super from Commonwealth Essential Super ABN 56 601 925 435.

The presenter does not receive specific payments or commissions for any advice given in this presentation. The
presenter, other employees and directors of Colonial First State receive salaries, bonuses and other benefits from it.
Colonial First State receives fees for investments in its products. For further detail please read our Financial Services
Guide (FSG) available at colonialfirststate.com.au or by contacting our Investor Service Centre on 13 13 36.

All products are issued by Colonial First State Investments Limited. Product Disclosure Statements (PDSs) describing
the products are available from Colonial First State. The relevant PDS should be considered before making a decision
about any product.

The information is taken from sources which are believed to be accurate but Colonial First State accepts no liability of
any kind to any person who relies on the information contained in the presentation.

This presentation cannot be used or copied in whole or part without our express written consent.

© Colonial First State Investments Limited 2013.
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Performance - retail funds have outperformed over 5 years
and industry funds have outperformed over 10 years
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5Yrs 10 Yrs
M Industry Funds M Retail Master Trusts

Source: Chant West Media Release 19 March 2014 p.3
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There is a single major contributor to the performance
differential over 10 years — performance of unlisted property

4 Actuaries
Institute

4 Allocationto
unlisted property
and infrastructure]

Industry funds 15.2% 4 )

 Miaster funds L% Accounts for a .0.5% p..a.
performance differential
4 10 Year Investment over 10 years
Performance? \_ -
Listed property 2.5%
Unlisted property 9.1%

\_ J

1Source: Chant West 2011
2Source: Mercer
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Fees - Tria showed the new retall funds are priced lower
than industry funds

Oops - new retail funds now 10% ASFA 2013 =

BEYOMND THE HORLIZON

cheaper than industry funds —

Averge total cost for a $50,000 member balance

== Major industry funds
==Major public sector funds
=—=MNew generation retail funds

T—
>

_——

2007 2008 2009 2010 2011 2012 2013

y #asfa2013

Source: Tria — Andrew Baker ASFA presentation
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Fees — Chant West analysis shows retail fees are highly
competitive, particularly when discounts for large plan
sizes are taken into consideration

Comparison of Corporate Super Fees

1.4 -

1.2 -

Total Fee (% pa)

0.8 -

0.6 -

0.4 -

0.2 -

Industry Public Sector

Source: Chant West Super Fund Fee Survey December 2013 p. 4, 6

.—
-

— 1

Corporate Retail Passive Retail Active

Size of MySuper
Plan

Small Plan
(maximum fee)

$10m Plan

$200m Plan

S1b Plan
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Insurance premiums - virtually no difference in
Insurance premiums (currently!)

Average Premiums by industry segment Average Premiums by industry segment
$200,000 Death & TPD cover (BC Male) $200,000 Death & TPD cover (WC Female)
__ 1600 1,600
g B
¥ 1400 21,400
£ £
3 2
€ 1200 € 1,200
2 o
3 s
El 1000 § 1,000
< c
< 800 < 800
600 600 /
400 400 //
200 —# 200 /
0 T T T T T T T 0 T T T T T T T
20 25 30 35 40 45 50 55 20 25 30 35 40 45 50 55
e |ndustry = Corporate Master Trusts == |ndustry == Corporate Master Trusts

Source: Chant West: Premium Comparisons March 14
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There are new
differentiators

Brand

Product structure
Advice / service
Governance
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Brand — Some strong industry and retail brands, with
retall slightly stronger on average

15% -
Brand Preference (%) Proportion who would
choose this type of fund
1 Lt}
10% 4 o B Retail super fund 31%
Industry super fund 27%
Fublic sector super fund  12%
5%
5% 7 4% 4%
3% 3% 3%
2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
BN NN § EEE
0% [ 1 B

CBA

Colonial First State

Source: Investment Trends, Member sentiment report June 2013 : “suppose there was nothing to stop you from choosing any financial service provider for superannuation, which
one would be your first choice?”
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Product structure - retail funds generally have superior

offers in terms of number of investment options, life
stage funds and retirement capabillity

Investment options Number with life stage funds?
Average No. of Retail Industry
Fund Type ! Investment
. 12 2
options
Industry 11
Retall 283
Retirement

e Seamless transfer to an allocated pension

No payment of unrealised CGT or transaction costs
* Investment options suitable for retirement
* Longevity protection

Source:
(1) APRA 2013 Superannuation Fund Level Profiles and Performance Table 10

(2) Mercer October 2013, Chant West Criteria Comparison March 2014
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Advice/ service - The retail sector has higher adviser
numbers and platforms deliver an array of adviser services

Adviser numbers Adviser services
Adviser Adviser
mm * Online transactions
3,436 Lifespan ° E_Post
ANZ OnePath 1,866 RBS Morgans 121

* Model portfolio functionality

NAB/MLC 1,846 Australian Unity 114 o ROA/SOA funct|onal|ty
CommBank/CFS 1,663 ClearView 102 . .
_ e Client segmentation

Westpac/BT 1,168 Matrix 100 . . . .
00F = o * Tailored reporting — client review reports,
pIS %5 | el o business reports, client call reports,
suncorp 305 Yellow Brick Road 84 ongoing service fee report, cash flow and
Synchron 293  Madison 79 |ncome reportlng
Aon Hewitt 220 Neo Financial 75 ° Ch0|ce Of InSU rers
SAS 178 Pat Fi ial 72 0

SHenTinnes e Adviser dashboard - workflow
Wealthsure 170 TAL 72 . .

_ : functionality

SFG Australia 153 Members Equity 71 . I
Dover S — o * Adviser fee flexibility
Crowe Horwath 131 Bendigo and 68

Adelaide Bank
The rest 3,809

Total 18,012 Source: Rainmaker
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However, for telephone advice, industry funds are
generating larger number of SOAs per adviser, but
Issues with implementation

Retail Fund Peer Group Industry Fund Peer Group
No. of SOAs prepared and implemented No. of SOAs prepared and implemented
per adviser per adviser
% 1,200
1,000
0 - .
' . . I L
Number of SOAs prepared per tela adviser #Number of SOAs implemented per tele advisar uNumber of SOAs prepared per tele adviser u Number of SOAs implemented per tele adviser

Source: Comparator
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Governance - FSC standard requires the majority of
directors to be independent

Section 5 of the FSC Standard provides that :

(a) ...the governance arrangements necessary to satisfy an independence criterion for
relevant licensees. This has the following distinct elements (which require
disclosure to RSE Members):

(i) arequirement that the Chair of the entity’s Board be independent;
(i) arequirement that a majority of directors of that Board be independent
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e Member
satisfaction
« Market share
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Member satisfaction — top end is closely contested, but
Industry and public sector funds are stronger on average

I Retail Super fund

. . Industry Super fund
A5 - Satisfaction

. Public Sector Super fund

4.0 — =
3.5 1
3.0 -
2.5 1
2.0 A
1.5 A
1.0 A
0.5 -
0.0 -

CFS/CBA

Source: Investment Trends, Member sentiment report June 2013 : “Overall, how would you rate your main superannuation fund?”
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Market share — again, there are industry funds and retaill
funds that have both large market share and are
growing strongly

20% -

—

o

==
1

—

<

==
1

5% -

0%

Market Share % (excluding acquisitions)

| System
1 growth 10.2%

—— o

Fund Type

{) Retail

‘ Industry

3 year asset growth % pa

0.0%
-R0% o

Source: Tria analysis

3.0% 4.0%

Market share 2013

0 Public

Sector
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Conclusion

Traditional
competitive
drivers have

been
commoditised

Retail funds outperform over 5 years, industry funds outperform )
over 10 years

The main contributor to the 10 year performance was the
performance of unlisted property

Retail fees are highly competitive compared to industry fund fees
Insurance premiums are almost identical

There are new
differentiators

/
Retail funds have slightly stronger brands on average )
Retall funds have superior offers in terms of number of investment
options, life stage funds and retirement capability
Whilst retail funds have more focus on advisers & service, industry
funds have higher SOA production per telephone adviser
FSC has taken the moral high ground on governance

The industry
compares
funds, not

sectors

J
\
There are strong and weak retail and industry funds when you
compare member satisfaction and market share growth




Thank You
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