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Exhibit 1: Yield Advantage and Active Return of MSCI High Dividend Yield Indexes *
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Yield Advantage of HDY Factor Index

Source: MSCI. Based on data from December 1998 to August 2015. >
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Exhibit 2: Key Academic Research on Dividend Income Investing

Authors Summary of Main Findings

Lintner (1956)
Gordon (1959)

Investors prefer dividend payout in the form of current income to uncertain
future capital gains
Firms should set higher payout ratio to increase shareholder value

Bhattacharya (1979)
Miller and Rock (1985)

There is an information gap between external investors and internal
managers about the firm's current earnings

Investors interpret a dividend increase as a signal of future profitability, and
react positively

Litzenberge and Ramaswamy
(1979)

Before tax expected returns of NYSE stocks are linearly related to systematic
risk and to dividend yield

Blume (1980)

There is a positive relationship between risk-adjusted returns and the
expected dividend yield of dividend-paying stocks

Miller and Scholes (1982)

Dividend yields provide superior predictions of equity risk premiums in terms
of lower bias, lower mean square error and lower mean absolute error as
compared with the method of using historical realized returns.

Rozeff (1982)
Easterbrook (1984)
Jensen (1986)

Higher payout reduces the agency cost of conflict of interests (e.g., managers
may be inclined to use excess free cash for empire building) and hence
increase shareholder value.

Fama and French (1988)

Dividend yield predicts NYSE stock returns from one month to four years and
has more explanatory power for longer term returns over 2-4 years

Arnott and Asness (2003)
Zhou and Ruland (2006)

Dividend payout ratio predicts future earnings growth at both the index level
and individual security level

The positive correlation is consistent with the agency cost theory, which is
related to managers’ inefficient empire building.

© 2015 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Exhibit 3: Returns and Risk Profiles of Dividend Yield Decile Portfolios: 1927-2015

Market Zero Yield Low 10% Decile2 Decile3 Decile4 Decile5 Decile6 Decile7 Decile8 Decile9 High 10%

Return 9.8 8.7 8.3 9.7 9.5 10.9 9.0 103 11.5 11.8 11.2 10.1
Volatility 18.7 29.9 22.3 19.8 19.2 18.5 19.4 19.1 18.7 19.7 20.7 22.8
Sharpe Ratio 0.34 0.18 0.22 0.32 0.31 0.41 0.29 0.36 0.43 0.42 0.37 0.29
Active Return 0.0 -1.1 -1.5 -0.1 -0.4 11 -0.8 0.5 1.7 2.0 1.4 0.3

Information Ratio - -0.08 -0.17 -0.01 -0.05 0.18 -0.10 0.06 0.23 0.22 0.14 0.02
F-F 4 Factor Alpha | 0.0 -2.8 -1.7 0.1 0.3 11 -0.5 0.9 1.9 25 1.8 0.8

t-Stat of Alpha 0.0 -3.0 -2.0 0.2 0.4 1.7 -0.7 1.1 2.4 3.0 2.0 0.8

Market Beta 1.00 1.33 1.16 1.05 1.01 0.96 0.98 0.93 0.92 0.88 0.89 0.83
Size (SMB) Beta 0.00 0.66 -0.01 -0.06 -0.14 -0.15 -0.18 -0.13 -0.15 -0.08 -0.06 0.02
Value (HML) Beta | 0.00 0.07 -0.18 -0.16 -0.10 0.06 0.12 0.18 0.17 0.32 0.40 0.65
Momentum Beta | 0.00 -0.03 0.09 0.07 0.03 0.04 0.00 -0.03 -0.01 -0.10 -0.12 -0.19

Source: Kenneth R. French Data Library. Based on monthly data from July 1927 to July 2015.
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Exhibit 4: Cumulative Active Return of High Yield Stocks and Business Cycles
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Source: Kenneth R. French Data Library, NBER. Business contractions are shown in gray areas.
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Exhibit 5: Defensive Yield versus Pro-Cyclical Value: Active Returns throughout Cycles

Left: Based on NBER Business Cycle Right: Based on Monthly Return of Stock Market
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Exhibit 6: Defensive Yield across Global Markets via MSCI High Dividend Yield Indexes

Active Information Beta Upside Downside
Return (%) Ratio (Local) Capture Ratio Capture Ratio
MSCI World 1.2 0.21 0.92 0.92 0.86
USA 1.0 0.11 0.73 0.76 0.69
Japan 2.9 0.30 0.75 0.78 0.67
UK 0.1 0.02 0.98 0.99 0.99
Germany 3.7 0.32 0.97 1.04 0.93
Canada 3.2 0.27 0.72 0.81 0.68
MSCI EM 4.0 0.58 0.93 1.01 0.89
China 3.2 0.35 0.98 0.97 0.89
Korea 3.0 0.24 0.87 0.85 0.80
Taiwan 3.1 0.25 0.79 0.83 0.79
Brazil 7.0 0.49 0.99 1.01 0.89
Indonesia 4.4 0.27 0.93 0.99 0.92
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Exhibit 7: Structural Interest Rates versus Cyclical Equity Earnings Yield
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Source: Robert Shiller: http://www.econ.yale.edu/~shiller/data.htm .
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Exhibit 8: Active Return of High Yield Stocks during Different Interest Rate Regimes

Trond Ok Low (<3%) Normal (3%-6%) High (>6%) All Levels
Rising +2.4% +1.2% +2.8% +2.1%
Declining -2.6% +4.0% -0.6% +0.9%
All Trends +0.3% +2.9% +0.9% +1.5%
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Exhibit 9: Active Return of High Yield Stocks during Different Equity Yield Regimes

Level

Trend Low (<5%) Normal (5%-8%) High (>8%) All Levels
Rising +4.3% -0.3% +1.9% +2.1%
Declining -3.2% +1.2% +6.5% +1.0%
All Trends -0.0% +0.7% +4.2% +1.5%
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Exhibit 10: Relative Performance of High Dividend Yield Factors in DM and EM
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Exhibit 11: Main Types of Yield Trap and Remedies

Type of Yield Trap

Typical Examples/Explanations

Remedies (Yield Trap Screens)

Unsustainable
Payout

* Stocks are deemed high yield because of
extremely high payout ratio (e.g. >90%)

Firms with negative earnings suggesting
potential adverse business situations

Apply Dividend Sustainability screening to
rule out securities whose dividend payout is
extremely high or negative

Non-persistent
Dividend Record

* Stocks are deemed high yield because of
one-off increase in payout
e Firms practicing volatile payout policies

Apply Dividend Persistence screening to rule
out securities without a good historical track
record of consistent dividend payment

Weak Fundamentals

High dividend yield without supportive
profitability suggests low future growth
Firms with low valuation and weak

balance sheet could fall into Value Trap

Apply Fundamental Quality screening to rule
out securities with negative Quality Z-score
based on a composite of Return on Equity,
Earnings Variability and Debt to Equity

Broken
Technicals

* High Dividend Yield because of plunging
stock price without fundamental support
* Negative price actions usually reflect

rising sector or idiosyncratic business risks

Apply Price Momentum screening to rule
out securities in the bottom 5% of the
universe of securities with negative 1-year
Price Return
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Exhibit 12: Effectiveness of Yield Trap Screens Based on Historical Simulations

World World World Pure EM EM EM Pure
Pure HDY HDY + Screens Pure HDY  HDY + Screens
Total Return (%) 4.6 6.0 7.9 9.0 13.2 14.1
Total Risk (%) 15.6 16.5 14.3 23.0 22.1 21.3
Sharpe Ratio 0.22 0.30 0.44 0.39 0.57 0.62
Active Return (%) 0.0 1.5 3.3 0.0 4.1 5.1
Tracking Error (%) 0.0 6.5 6.8 0.0 6.6 7.7
Information Ratio - 0.23 0.48 - 0.62 0.66
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Exhibit 13: Active Decile Returns of Dividend Yield Factors in DM and EM

Based on Dividend Yield Factor Based on Sector Relative Dividend Yield Factor

Active Return vs. Benchmark (%)

Active Return vs. Benchmark (%)
o & A NV O N M O

High 2 3 4 5 6 7 8 9 Low Zero High 2 3 4 5 6 7 8 9 Low
Yield Yield Yield Yield Yield

® World Equal Wt World Mcap Wt = EM Equal Wt HEM Mcap Wt W World Equal Wt World Mcap Wt M EM Equal Wt B EM Mcap Wt

Based on data from November 1998 to August 2015.
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Exhibit 14: Capacity and Liquidity of MSCI DM and EM High Yield Factor Indexes

MSCl MSCI World  MSCI World MSCl MSCI EM MSCI EM
World High Dividend  Dividend Emerging High Dividend Dividend
Yield Tilt Market Yield Tilt
Concentration Metrics'
Avg No of Stocks 1630 404 840 791 248 460
Market Cap Coverage (%) 100.0 30.4 60.7 100.0 31.0 69.1
Capacity of the Index’ Stock Ownership (% of Float Market Cap)
Average 0.03 0.12 0.05 0.25 1.09 0.31
Tail Average @95% 0.03 0.12 0.13 0.25 1.10 0.94
Degree of Index Tilt"
Active Share (%) 0.0 74.6 44.7 0.0 78.1 36.4
Max Strategy Weight (%) 2.0 4.0 2.9 4.0 6.3 4.1
Liquidity Metrics
Weighted Average ATVR (%) 60.1 49.4 49.5 101.7 88.6 89.5
Days to complete 95% trading’ 1.0 2.0 1.2 1.0 9.8 7.5
Cost of Replication
Turnover (%) 3.1 19.2 23.0 8.2 37.2 32.8
Perf Drag in bps (at 25 bps) 1.5 9.6 11.5 4.1 18.6 16.4

1. Average over all the corresponding rebalancing dates from 06/01/1999 to 06/01/2015.

2. Assuming a fund size of USS$ 10 billion as of the indexes review on 06/01/2015.

3. Average of last four index reviews ending 08/31/2015. Assuming a fund size of USD 10 billion and a maximum daily trading limit of
20%.
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Exhibit 15: Dividend Yields in MSCI Developed and Emerging Market Countries

Dividend Relative #Secin # Sec with Non Dividend Paying Sec
Yield (%) Yield to World Standard Yield >0 % of Sec % of Mkt Cap
World 2.6 1.0 1,643 1435 12.7% 10.8%
USA 2.2 0.8 639 484 24.3% 16.6%
Japan 1.9 0.7 314 308 1.9% 1.0%
UK 4.1 1.6 111 109 1.8% 0.8%
France 3.1 1.2 74 70 5.4% 2.3%
Switzerland 3.1 1.2 39 38 2.6% 0.5%
Germany 2.8 1.1 54 50 7.4% 2.1%
Canada 3.1 1.2 93 85 8.6% 8.9%
Australia 5.0 2.0 70 66 5.7% 2.2%
Spain 4.7 1.8 25 23 8.0% 3.3%
Sweden 3.6 1.4 31 30 3.2% 0.8%
Dividend Relative #Secin # Sec with Non Dividend Paying Sec
Yield (%) Yield to EM Standard Yield >0 % of Sec % of Mkt Cap
Emerging Market 2.9 1.0 834 751 10.0% 5.1%
China 3.2 1.1 144 124 13.9% 5.8%
Korea 1.6 0.5 106 92 13.2% 6.7%
Taiwan 4.2 1.4 96 87 9.4% 1.9%
South Africa 2.9 1.0 53 49 7.5% 3.0%
Brazil 4.2 1.4 67 62 7.5% 9.2%
India 1.4 0.5 70 68 2.9% 1.3%
Mexico 1.4 0.5 28 24 14.3% 10.9%
Russia 4.7 1.6 21 20 4.8% 1.7%
Malaysia 3.4 1.2 42 42 0.0% 0.0%
Indonesia 2.6 0.9 30 29 3.3% 0.8%

Data as of August 31, 2015.
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Exhibit 16: Dividend Yields in MSCI Developed and Emerging Market Sectors

Dividend Relative #Secin # Sec with Non Dividend Paying Sec
Yield (%) Yield to World Standard Yield >0 % of Sec % of Mkt Cap
World 2.6 1.0 1,643 1435 12.7% 10.8%
Consumer Disc 1.8 0.7 264 218 17.4% 17.9%
Consumer Staples 2.7 1.1 119 115 3.4% 1.2%
Energy 4.2 1.6 108 92 14.8% 4.0%
Financials 3.0 1.2 352 330 6.3% 4.8%
Health Care 1.9 0.7 126 87 31.0% 20.7%
Industrials 25 1.0 260 243 6.5% 3.2%
Technology 1.6 0.6 159 111 30.2% 25.7%
Materials 3.0 1.2 134 127 5.2% 2.0%
Telecom 4.1 1.6 42 37 11.9% 5.0%
Utilities 4.0 1.6 79 75 5.1% 2.9%
Dividend Relative #Secin # Sec with Non Dividend Paying Sec
Yield (%) Yield to EM Standard Yield >0 % of Sec % of Mkt Cap
Emerging Market 2.9 1.0 834 751 10.0% 5.1%
Consumer Disc 1.7 0.6 92 86 6.5% 2.7%
Consumer Staples 1.9 0.7 81 77 4.9% 3.3%
Energy 4.0 14 52 47 9.6% 10.3%
Financials 3.6 1.2 216 196 9.3% 4.2%
Health Care 0.8 0.3 30 27 10.0% 7.2%
Industrials 1.8 0.6 114 93 18.4% 16.0%
Technology 2.6 0.9 68 62 8.8% 1.3%
Materials 33 1.1 85 75 11.8% 10.8%
Telecom 3.9 1.3 46 38 17.4% 3.0%
Utilities 3.4 1.1 50 50 0.0% 0.0%

Data as of August 31, 2015.

MSCI.COM | PAGE 31 OF 38

© 2015 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.



M S C I P R ¥R FIE Y DS | DECEMBER 2015

BliE 2: YRYD - T7 O —DI O RAR—+v — CABEER

AR T, FEEMG EHEEHGCHSITDFED I 7 o5 -0 R, ToO5—5l. X5-1IL5
DI IZR—=4 —(CDNTERHL TS, Al 1 TRUZES D, SeEEmHS EHEEHS &
TIHRERTDLEEANERD, BFEIDURY - TOAR-Zv—D/)I\F—-2ERRD., 35U
EBWE+DCBR U LTI OFT« TEB3DE=SFVU>Y (BarraR—hIJAUA - IRy —
[CKDEZAUIIRE) ZEREINE. URD - IRTAS NOWEC DN DO BB,

B/ 09 —-8DF7 057147 - TORAR—Sv—

MSCI D—)L RERSFIE D >F v IR (E, ITRLF—, EESBR. BE. ARFECI5—
[CEDQTORR—r—=HL. BiE, —MEEN. BRIl (BLUSR) CROTIR-
v—%2HY 3. —HC. FRETHBOBRLFIEOA>FTY IR, TRIILF—ERMEIY—(C
EQIOZR-Sv—2BL. —HHER. NLRT T, BT o5 —(CanTIIR—v
—=H3 3.

Exhibit 17: Active Country/Sector Exposures of MSCI DM and EM HDY Indexes

20% MSCI World High Dividend Yield Index (06/01/1999-06/01/2015) 20% MSCI EM High Dividend Yield Index (06/01/1999-06/01/2015)
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Exhibit 18: Active Risk Factor Exposures of MSCI High Dividend Yield Indexes **

MSCI USA High Dividend Yield
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Source: MSCI. Based on data from January 1999 to August 2015.
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Exhibit 19: Main Types of Yield Factor Investment Strategies

B —

Investment Benchmark Underlying Investment Main
Method Example Assets Considerations Investors
Accessing MSCI High Dividend Listed stocks Balance considerations on investability All Types
Systematic Yield Factor Index Usually treat and risk premium exposure
Yield Factor MSCI Dividend Tilt listed REITs Avoid Yield Traps
Premium Index separately
Sustainable MSCI Dividend Listed stocks Follow investment adage of selecting Thematic plays on
Dividend Master Index stable yield stocks (e.g. Peter Lynch) "dividend aristocrat"
Growth Could select expensive stocks
Total MSCI Total Listed stocks Buyback is pro-cyclical and less Thematic plays on
Shareholder | Shareholder Yield predictable than dividend payment "shareholder value"
Yield Index
. . MSCI REIT Index Stocks in high Gain maximum investment capacity Sector specialist
High Yield MSCI Infrastructure yield sectors Sector risks could be managed mandates
Sectors Index separately (e.g., through timing)
Combinations Listed stocks Flexible access to systematic yield Active Managers,
Global premium and sector/style themes FOFs
Equity Yields Currency risk can be managed
Access Multi | - Listed/OTC Relative yield forecast relative returns Alternative
Asset Carry derivatives Carry premium has low correlation Mandates, Global
Premium across asset classes Macro HFs
MSCI/IPD Unlisted Unlisted Real Access income, illiquid risk premium Asset owners,
Iiliquid Real Estate Index Assets and inflation protection HNWIs
Yields MSCI/IPD Unlisted Exposed to business cycle and
Infrastructure Index geographic risks

© 2015 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Exhibit 20: Corporate Buyback and Dividend Payout Trends Around the World

Buyback (USS$ Billions) Dividend Payout (USS$ Billions)
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Exhibit 21: Main Differences between Dividend Yield and Buyback Factors

Dividend

Buybacks

Shareholder Treatment

Board Views

Relation with Market Cycles

Effect on Profitability

International Evidence

Cash Dividend treats all
shareholder equally

Usually view current dividend
payout as contractual
commitment for the future

Tend to be stable across market
and business cycles

Positively correlated with future
EPS growth

High dividend yield premium is
consistent across most regions
and countries. The effect is more

pronounced in emerging markets.

Buyback often affects ongoing and
selling shareholders differently

View buybacks as cyclical and a
flexible choice

Evidence on pro-cyclical buyback
behavior

Depends on stocks valuation and
funding/opportunity cost

Restrictions on buyback vary across
countries. Less consistent evidence on
buyback premium outside the U.S.
Fewer EM firms practice buybacks.
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