Further Growth and Opportunity
in Shariah Compliant Investment

Funds & Superannuation 2.4 BN

Mr Hakan Ozyon
CEO, Hejaz Financial Services
Senior Portfolio Manager, Global Ethical Fund >




Disclaimer

The information presented on these slides is not advice and is intended to provide general information only. It does
not take into account your individual needs, objectives or personal circumstances.



When America sneezes,
the rest of the world catches a cold

X

The Umbilical cord is the US dollar
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Currency composition of Worldwide

reserves

Source: International monetary fund
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The importance of the US Dollar
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The importance of the US Dollar

Foreign holdings of US Debt $tri"ion Foreign holdings of US Debt 2016 $billion

1,246.10

Source: CRS Report 2016



US Economic Data

US FED FUNDS RATE US INFLATION RATE
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Global Funds management industry 2017

- Global AUM Trillion $USD
Global AUM Trillion $USD oba rillion $

20
20
84.9
80
80
70
70 69.1
64.6
60
60
50
50 47.1
40
40 38.5
{o)
30 26.7
20 20
10 10
0 0
2002 2007 2008 2015 2016 2017 pLolo]o) 2002 2004 2006 pLolo}:] 2010 2012 2014 2016 2018

Source: Global Ethical Fund



Global Islamic Funds management industry

Global Islamic AUM Billion $USD Global Islamic AUM Billion $USD
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[slamic Funds Conventional Funds

Growth AUM since 2008 51% 121%

AUM 2017 70.8b USD 84.9t USD

[slamic Funds Percentage 0.83%
of total AUM

Total Muslim Population 2.18b

%
Average growth in AUM per year 5.1% 12.1%

> Total Muslim Population 28.26%

Source: Global Ethical Fund analyst team

Potential size $24¢ USD




Muslims projected to be fastest-
growing major religious group
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Islam will be largest religion in the
world by 2070, says report

.
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By Olivia Rudgard, RELIGIOUS AFFAIRS CORRESPONDENT
| MARCH 2017 « 5:44PM

Islam is the only religion growing faster than the world's population,
and it will be the largest in the world by 2070, research has found.




[slamic market and the need for
services in Australia

Latest ﬁgures show Islam as the second largest religion in Australia

Fastest growing religion in Australia with 77% increase in past decade
604,000 declared Muslims in Australia
Estimated to be 10m by 2055

Source: Global Ethical Fund analyst team



Global Funds management industry 2017

[slamic Funds Conventional Funds
AUM $AUD (2017) 300m approx. 3.27¢
including super
[slamic Funds Percentage 0.09%
of total AUM
Total Muslim Population 604,000
Total Muslim Population 2.320/

> %

Source: Global Ethical Fund analyst team

Potential size $7.58b AUD




Islamic finance sector set to lose growth
momentum in 2018

S&P Global Ratings says slowdown in key markets, depreciation of local
currencles to weigh on industry

Demand for Islamic
tinancial products

Islamic finance in 2018: slow growth is the
new normal




Why is demand not high tor Islamic asset management

According to some industry experts, the result is a combination of the
following:

* The impact of policy responses to the decline of oil prices in core
markets

* The lack of standardisation in the industry, which is still made up ot a
collection of small industries

 Lack of consistent performance, and

> * Insufticient Islamic community awareness and desire

Source: S&P Global Ratings’ and GEF Portfolio team
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Lack of standardisation

Accounting and Auditing organisation for Islamic Financial Institutions (AAOIFI)
Islamic Financial Services Board (ifsb)
Asian-Oceanian standard-setters group (aossg), and

Various local orientated standards



Lack of performance
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Lack of performance

Asset participation by asset allocation’
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« Equity and fixed income assets continue to dominate with a 78.7% share of AUM.

Source: Thomson Reuters, MIFC estimates Source: P&I/Willis Towers



Lack of performance

Ditticulty in constructing portfolios

Unable to artificially gain from market contraction
Unable to hedge with risk management derivatives
Limited in investing into market sectors and asset classes
Extremely diluted investment universe e.g.

ASX20 has only 5 compliant companies

ASX50 - 12
ASX100 - 33

> ASX200 - 80

Average gain for largest Islamic funds in 2017 was 6.20%, whilst global index gained
17.51%

Source: Eurekahedge Islamic fund index



[nsutticient community awareness and DESIRE

[s being Halal sutticient tor a Muslim?
The numbers speak tor themselves regarding Islamic funds:

% of AUM 0.83% 0.09%
% All finance products 1.2% 0.005%
% Muslim population 28.26% 2.32%

Actual FUM $ 70.8b 300m
Potential FUM $ 24t 7.58b
AUM by domicile 67.5% in Malaysia & Saudi
Top 500 FUM Managers NIL

Note: AUM by domicile for conventional: 59% in North America and 32% in Europe

Does the Islamic community give the same (z]pportunity tO
[slamic funds as they do to conventional funds?

Source: Global Ethical Fund analyst team



Key Industry ditterences between Islamic and Conventional

Relatively small tunds
Ditticuley to scale
Lack of public DEMAND
Developing products
Lack of Innovation

Lacking expertise and knowledge

Average AUM $65 USD per fund
Average growth rate AUM 5.1%
Asset class (Equity) 33%
[nactive funds 29.22%
Niche

Muslim community seen as Risk Adverse

Seen as Ethical & Alternatives

Source: Global Ethical Fund analyst team

Mega Funds
Economies of scale
[n-built community DEMAND
Advanced products
Highly Innovative
Advanced and refined expertise
Average AUM $394 USD per tund
Average growth rate AUM 12.1%
Asset class (Equity) 44.3%
[nactive funds 0.02%
Mainstream

Seen as Accumulators

Seen as Wealth Management



Opportunities

The industry is in transition to Client orientated products and services

Funds are customising to consumer needs:

Low cost passive or index funds
Exchange traded funds (ETF)
Socially responsible investing (SRI)

Customised niche tunds i.e. tiltered, asset classes, regions, sectors etc.

Give what the customer wants — Islamic funds potentially have all the above



Opportunities

Australian and Global Pension funds

Leverage off Ethical Funds (SRI/ESG)
Institutional and Wholesale funds
Mergers and acquisitions

Professional Licensing and knowledge
Enforceable standards

Western orientated and domicile funds



Australian and Global Pension Funds

Pension fund size
Assets/GDP ratio %

Asset Allocation (Equities)

Relative weight of total
olobal market

5 year growth rate

Australia

1.58t USD
126% (274 in world)

49% (1% in world)

4.3%

9.5%

Global
$36.5t USD
62%

46%

USA 61.7%

China 22.4%



Australian and Global Pension Funds

The love for International equities

Domestic equity over total equity exposure

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016e
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Source: Willis Towers Watson and secondary Sources




Leverage oft Ethical tunds

Growing consumer demand for ethical investing: 4 in 5 Australians prepared
to switch funds

Main concerns being:
Animal Cruelty
Human rights

Pornography




Leverage oft Ethical tunds

SRI/ESG AUM  Total AUM  Percentage % I[slamic %
AUM

Australia $600b $3.27¢ 18.35% 0.09%

World $22.89¢ $84.96t 27% 0.83%




Leverage oft Ethical tunds

Top 20 global tund managers AUM — 42.3%

Top 500 global fund managers AUM — 95.64%
Top 19 Australian fund managers AUM — 39.37%
Top 16 Super funds AUM - 18%

Australian superannuation pool expected to top $10t by 2035




Mergers and Acquisitions

Lack of Economies of scale

Number of Islamic Funds SUSD

Islamic funds by Domicile

<5 251095 >95

B Other M Malaysia Saudi Arabia ™ Luxemberg HPakistan #Indonesia MHIreland #HJersey

Source: Thomson Reuters, MIFC estimates



Protessional knowledge and Licensing

Requirements for Asset manager betore licensing by government:

Authorised Islamic finance and asset management training
Relevant experience

Member of Professional relevant Islamic Association




Enforceable Standards

Leading Islamic standards provider e.g. AAOIFI, should be adhered to

and entorceable by governments around the world as prerequisite for
licensing.

Until government enforcement, standards boards should begin to
endorse tunds which comply.




Source: P&I/Willis Towers

Western orientated and domicile funds
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Western orientated and domicile funds

Global wealth Percentage %

Top 0.7% world population 45.6%
Bottom 73.2% world population 2.4%
USA millionaires 41%
Australia millionaires 3%
Top Muslim country Saudi Arabia <1%
millionaires

Global wealth in 2017 $280¢t
USA owns 36% of total global wealth
Europe owns 28.5% of total global wealth



THANK YOU ©

Limitations of reliance

In preparing this presentation at times we have relied upon data suppliea’ to us by third parties. While reasonable care has been taken to gauge the reliability of this
data, this report carries no guarantee of accuracy or completeness. This presentation 1s based on information available to us at the date of the presentation and takes no
account of subsequent developments after that date. It may not be modified or provided to any other party without our prior written permission. It may also not be
disclosed to any other party without our prior written permission except as may be required by law. In the absence of our express written agreement to the contrary,

we accept no responsibility for any consequences arising from any third party relying on this report or the opinions we have expressed. This report is not intended by
us to form a basis of any decision by a third party to do or omit to do anything.
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