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We have listened to you and heard how difficult it can be to explain some concepts to investors, particularly those new to the world of investments. As such,
we have devised the Zurich Investment Concepts booklet, filled with key concepts to assist you to explain some preliminary investment concepts to investors.
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The traditional risk versus return concept

Shares are traditionally the riskiest asset class, however, they also tend to provide the biggest reward if investors are prepared to ride out the short-term
fluctuations. At the other end of the spectrum, cash is a relatively low risk investment, however, the earnings potential reflects the relatively low risk.
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The highs and lows of market volatility

This chart illustrates how the worst performing asset class can quickly become the next year’s best performing asset class. Don’t underestimate the
opportunity cost of remaining heavily invested in a more conservative asset class. Whilst cash offers consistent returns, you may be missing out on much
greater returns offered by other asset classes.
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Calendar year returns for each asset class (%p.a.)

Australian shares Australian property International shares  Australian fixed interest

27 [ Highest returns
’ Lowest returns

Australian shares:
S&P/ASX 300
Accumulation Index

Australian property:
S&P/ASX 300 AREIT
Accumulation Index

International shares:
MSCI World ex-Australia
Accumulation Index

Australian fixed interest:
UBS Composite Bond
All Maturities Index

Cash:
UBS 90 Day Bank Bill Index

Source: Bloomberg. Returns to 31 December each year.
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Reasons to invest in small companies

This chart illustrates the long term returns achieved by a median small cap manager versus a median Australian share manager. The median small cap manager
has outperformed with better long term returns.
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Source: Mercer. Returns to 31 December 2011.
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Dangers of looking at short-term performance

Remember to consider your long-term investment plan and not focus on the short-term volatility associated with investment markets.
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Don’'t panic when markets fall

This chart illustrates the performance of the American S&P 500 Index in the year of and the one year following a major crisis. As you can see, the rewards for
those investors who bought more quality shares after a market fall were substantial in most cases.
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Focus on your long-term strategy

One year performance figures illustrate the volatility inherent in investment markets. Investors need to focus on the long-term to average out short-term fluctuations.
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Source: Bloomberg. Performance for the 12 month period ended 31 December each year for the ASX 300 Accumulation Index.
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Bull versus bear markets

The table illustrates the total return and average duration of both up and down markets.
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Source: Bloomberg and Zurich Investments. Adapted from The Australian 1/10/03 pp 4 using source of Clarington Fund Inc. and Yahoo Finance.
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Tax effectiveness of shares over term deposits

Australian shares provide tax benefits that increase your returns. Discover how dividend imputation can show you the true value of your
Australian share investments.

Initial Investment Shares $10,000 Term deposit $10,000
Dividend income return of 5% fully franked $500 -

Interest return of 5% - $500

Plus imputation tax credit $214.29* -

Taxable income $714.29 $500

Tax payable at 46.5%** ($332.14) ($232.50)
Imputation tax credit $214.29 -

Tax payable ($117.85) ($232.50)

After tax income $382.15 $267.50

The after tax benefit is significantly greater with shares than a term deposit for most taxpayers.

& /

* Tax credit on grossed-up income assuming corporate tax rate of 30%. ** Highest Marginal Income Tax Rate from 2010/2011 financial year includes Medicare Levy of 1.5%

Source: Zurich Investments.
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Effect of a changing Australian dollar

A key point of difference between owning domestic and overseas assets is that foreign investments expose your portfolio to changes in exchange rates.
The tables below illustrate the effect of a changing Australian dollar.

Stock Quantity Stock Price $US Value $US Exchange rate $A/$US Value $A
1000 50 50,000 0.70 $71,429
1000 50 50,000 0.80 $62,500

As a result of the rising Australian dollar, the share value denominated in US dollars has fallen by $8929.

- [ AUD $ A\ = International investment value \y ] -
Stock Quantity Stock Price $US Value $US Exchange rate $A/$US Value $A
1000 50 50,000 0.80 $62,500
1000 50 50,000 0.70 $71,429
As a result of the falling Australian dollar, the share value denominated in US dollars has risen by $8929.
/

\_ [ AUD $ @ = International investment value ¢ ]

Source: Zurich Investments.

Page 9


http://www.zurich.com.au/investments

Australia is only a small part of the world
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Australia 3.63%
Australia represents just Other 2.26%
under 4% of the world Canada 5.40%
sharemarkets. Through \
accessing overseas markets, Switzerland 3.64%
investors are able to /
increase the diversification Germany 3.31%
within their portfolio’s / Spain 1.38%
across industries as well as /
countries and can therefore / France 3.83%
take advantage of the
various economic cycles.
United Kingdom 9.82%
United States 52.66% —
s Hong Kong 1.18%
Italy 0.96%
\ Japan 9.11%
\ Netherlands 1.05%
Sweden 1.30%
Singapore 0.70%
. J

Source: MSCI Barra. MSCI World as at 31 December 2011.
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Local or global shares?

This chart illustrates that international valuations are cheaper than their domestic counterparts across many sectors.
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International shares are not that foreign

By investing in international shares, you can benefit from the world-wide success of many well-known brand names you come across everyday.
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Source: Zurich Investments.
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Different markets, different opportunities

This concept illustrates the concentration of industries currently in the Australian sharemarket, compared to international markets. You can clearly see that the
Australian market is heavily skewed towards financials and resources (materials). By accessing international markets, you are literally opening yourself up to a

world of opportunities not available in Australia.
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Source: ATl & MSCI Barra. Data as at 31 December 2011.
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Don’t put off today what will help you tomorrow

This chart illustrates the cumulative effect of investing $1000 today and $250 per month over the stated time periods at different interest rates.
If you start investing today, your total investment pool has the ability to grow stronger and benefit from the power of compounding.
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Source: Zurich Investments. Note: Figures shown are gross of tax and do not take into account the potential impact of inflation.
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Profit from dollar cost averaging

Let's assume an investment of $500 at each period in a savings plan. When the unit price falls, $500 buys more units which enables investors to buy cheaply
during a falling market.
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$12
$10
(50 units) (50 units)
o $8
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. J
Comparison of results Amount invested No. of units purchased Value at end*
Dollar cost average $5,000 891.6 $8,916
Invest all at beginning of period $5,000 500 $5,000
Invest all at end of period $5,000 500 $5,000
*This example has been prepared to illustrate the effects of dollar cost averaging. It is not intended to be a guide as to the future
performance of any product or fund, and should not be relied upon for those purposes.
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Source: Zurich Investments.
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Contact Zurich Investments

Our dedicated Investment Business Development Team is committed to providing you with ongoing support for Zurich’s range of investments. For more
information, to order investor support flyers or to make an appointment with your local Zurich Business Development Manager, please call 1800 004 480.

Adviser Services Team Zurich State Offices
Monday to Thursday 8.30am-7.00pm EST

Friday 8.30am-5.30pm EST Sydney (Head office)

5 Blue Street

Phone 1800 500 655 North Sydney NSW 2060

Fax 02 9995 3797

Melbourne

Level 10, 505 Little Collins Street
Melbourne VIC 3000

Email adviser.service@zurich.com.au

Client Services Team Brisbane

Monday to Thursday 8.30am-7.00pm EST Level 1, 201 Leichhardt Street
Friday 8.30am—5.30pm EST Spring Hill QLD 4004

Phone 131 551 Adelaide

Fax 02 9995 3734 Level 1, 1-5 Wakefield Street

Email client.service@zurich.com.au Kent Town SA 5067

Internet www.zurich.com.au .
Western Australia

Zurich Investment Management Limited Level 3, 66 Kings Park Road
Reply Paid 994 North Sydney NSW 2059 Perth WA 6005
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This publication dated 01 March 2012 is given in good faith and is derived from sources believed to be accurate as at this date, which may be subject to change. It should not be considered to be a
comprehensive statement on any matter and should not be relied on as such. Neither Zurich Investments nor any of its related entities, employees or directors give any warranty of reliability or accuracy
nor accept any responsibility arising in any way including by reason of negligence for errors and omissions. This publication contains general information only. It does not take into account the personal
investment objectives, financial situation or needs of any investor. Zurich Investments recommends you seek the advice of appropriately qualified financial and tax advisers. Past performance is not a
reliable indicator of future performance.

Zurich Australia Limited ABN 92 000 010 195 AFSLN 232 510
Zurich Investment Management Limited ABN 56 063 278 400 AFSLN 232 511 (Zurich Investments).
Zurich Australian Superannuation Pty Limited ABN 78 000 880 553 AFSLN 232 500





