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Wealth management for affluent individuals and their families has been a core business at Brown Brothers
Harriman for over 80 years, The firm currently oversees 343 billion in client assets, including $17 billion for fam-
ilies and individuals. We are known for our rax-efficient approach and unparalleled personalized client service, and
provide oversight of outside managers when appropriate. Our Relationship Managers are assigned responsibility
for a limited number of client relationships, a structure that maximizes the time and artention each client receives.

BBH’s Trust Companies offer experienced leadership in fiduciary, tax, and estate planning that is designed to protect
family wealth and the welfare of future generations. We administer all types of 1 I trusts, from the simplest form
of living trust to complicated estate planning vehicles. We also act as custodian of Individual Retirement Accounts,
and as trustee of pension and institutional trusts.

Brown Brothers Harriman represents a unique alternative in today’s financial marketplace. We do nor participate in
securities underwriting, act as a dealer or market maker, or engage in proprietary trading, and are thus insulared from
many of the conflicts of interest prevalent in the asser management industry. As the only remaining major partnership
bank in America, our partners assume unlimited liability for the abligations of the firm, and are active in the manage-
ment of its day-to-day business activities, We are proud of our history, but more so of the loyalty shown us by gener-
ations of clients who have grown accustomed ro sophisticated, prudent, personal service.
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Key publication for private-client audience, one part of master communications deliverables plan for Brown Brothers Harriman
Wealth Management unit. Supervised development of tone, look, and editorial presentation; wrote content (including core text on

back cover above right), and edited content generated by in-house talent.



Alternative Investments

Brown Brothers Harriman has for some time recommended
thar clients consider allocaring a portion of their overall equiry
portfolio to international equirties. In mid-2005, we took the
additional step of focusing on the emerging markets of Asia.
This step was consistent with our effort 10 idennfy artractive
investment opportunities where the markets are less efficient
and where outstanding money managess can far exceed their
peers and market benchmarks to deliver truly superior returns,
BBH considered four important factars as we evaluated the
opportunity in emergmg Asian markets:

Rapid growth region, We wanted our clients to have the
opportunity to participate in one of the major economic
developments of this era: the rapid emergence of both an
industrial base and a middle class among the roughly 3 bil
lion people in China, India, and the rest of emerging Asia. As
tables 1 and 2 show, there are strong themaric “railwinds”
that favor strong growth in these regions.
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Broad exposure. China and India are nor a significant parr of
the established emerging markets equity indices. In addition,
the established emerging marker equity indices are dominated
by a small number of large companies, which typically have
substantial dependence on the U.S. export marker and/or

FinsT Quanten, 2007, Pace &

The case for emerging Asia

aging Diracter

have significant state-controlled ownership. Simply investing
in those indices would not accomplish our goal of participar-
ing in the growing demand that will occur as these countries
develop an industrial base and a middle class.

Bottom-up view. Our review of U.S. and European managers
of emerging markets funds indicated that these managers are
highly benchmark-linked and often macro-oriented in the
way they conduct research. This contrasts with our own
preference for a greater level of “bottom-up™ analysis done
on each company by professionals based in the local mar-
kets. The performance of “tradinonal™ emerging markets
ighly correlated to major economic

managers is likely to be
swings and thus highly volarile.

Size and style, We concluded that investing in emerging Asia
should be done on a long-term hasis with managers who are
based in the region and who embrace a bortom-up value style
of investing. The value stvle enables the managers to consider
the absolure value of their portfolio companies and provides
some protection from momentum driven excesses that fre-
quently plague developing markets, In addition, we believe that
the ideal managers will have a significant part of their portfolios
in small- and mid-sized emerging companies poised for long-
term growth, These stocks in many cases trade at meaningfully
lower valuanons than their larger counterparts,

Jay Hass is manager of BBH's Alternative
Invastments Group
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Our Trust Services Continue to Grow
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Ghost-wrote and edited wealth planning, product, and public relations pieces for Brown Brothers Harriman Wealth Management
Quarterly, key publication for private-client audience.
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G. Scott Clemons, CFA
Managing Director

Crafting a Sustainable Distribution

Policy for Endowments & Foundations

Implications for Asset Allocation

ndowments and foundations play a critical

role in the economy of the United Srates.

Even without taking into account the sub-
stantial wealth held in university endowments, pri-
vate and community foundations hold almost
$500 billion in assets and provide over $30 billion
annually to support education, the arts, medicine,
science, the environment, technological research,
and a multitude of other programs and beneficiar-
ies. Most endowments and foundations are designed
to be perpetual, ideally sniting them to address the
long-term challenges facing the world today; and
there is little question that the allocation of private
capital through these organizartions is globally vital.
Yet there is also little question that the problems
which foundations are dedicated to solving today
will still be with us tomorrow, a situation which
requires trustees to establish a distribution policy
that balances the needs of current and future bene-
ficiaries. Our experience has indicated some effec-
tive approaches to meeting rhis challenge, and we
explore the issues and possible remedies below.

Spending Rates and Distribution Policies

Most endowments and foundations seek to balance
present and future needs by spending or distributing
a set percentage of the asset base (corpus) each year,
thereby ensuring a steady stream of financial sup-
port while maintaining or even growing the asset
base to support future distributions. Establishing an
appropriate spending rate is one of the most impor-
tant and challenging tasks which trustees face.
Setting the spending rate too high dooms the corpus
to gradual depletion, while setting the spending rate
too low starves current programs. A suitable distri-
burtion policy acts as the fulcrum on which a board
of trustees can balance the needs of the present and

the future.

Martin Silien

Seniar Vice Pre

martin g lfer@bbh com

The best starting point for establishing a spending
rate is to make a reasoned projection of what level
of distribution the foundation’s assets will sustain.
This is, of course, only a starting point, as trustees
rypically consider other facrors as well. Anticipated
donarions to the foundation may allow for a higher
spending rare than asset returns alone would permir.
Although most endowments and foundations are
perpetual, a board of trustees may decide to spend
down the assets completely over time in pursuit of
an urgent goal, such as curing a specific disease. The
expectation of expanding the mission of a founda-
tion in the future may warrant a lower spending rate
today 1n anticipation of greater future needs. In the
case of private foundartions, the Internal Revenue
Service weighs in on the question by requiring foun-
dations to spend at least 5% (including reasonable
administrative expenses) or face substantial penal-
ties. Each and every board of trustees must consider
a host of different factors, yet the one issue common
to all endowments and foundations is wherher
assets will support the desired spending rate.

Making that determination, however, isn’t as simple
as it may seem. If a board of trustees simply sets its
spending rate equal to the nominal returns provided
by the asset base, not only will distributions gradu-
ally fail to support committed programs, but the
assct base itself will, over time, shrink. Two further
factors must therefore be taken mto account when
balancing a distriburtion policy with the requirement
for investment returns: inflation and expenses.

Inflation is a silent thief of value. After a period of
historically low inflation in the early years of this
decade, it is easy to lose sight of the destructive
nature of rising prices on the ability of a foundation
to meet ever-rising funding needs. If a foundation
intends to maintain perpetual funding for the pro-

First in a series of white papers, one part of master communications deliverables plan for
Brown Brothers Harriman Wealth Management unit, leveraging in-house expertise to brand
firm as thought leader. Developed and edited; content generated by in-house talent.
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PRIVATE WEALTH MANAGEMENT

Brown Brothers Harriman represents a unique alternative in today's financial
marketplace. As a private firm that does not participate in securities underwriting,
Brown Brothers Harriman is insulated from many of the conflicts of interest
prevalent in the asset management industry. We are an experienced fiduciary
dedicated to building customized portfolios and providing a superior level of
personalized service. Our success is predicated on our ability to partner with our
clients in an effort to identify, implement and monitor a strategic approach designed
to meet their objectives.

Wealth management for affluent individuals and their families has been a core
business at Brown Brothers Harriman for over 80 years. The firm oversees
approximately $36.8 billion in assets under management, as of December 31, 2008,
of which approximately $12 billion is for families and individuals. We have a point of
view on investing. We believe in preserving capital at all times, and in enhancing
purchasing power over the longer term with a tax-efficient approach. We partner
with outside managers who share this philosophy.

Brown Brothers Harriman is known for our unparalleled client service. With a limited
number of relationships, our investment professionals are free to work with each
client independently, offering both in-house and open architecture financial
solutions. Our clients get to know the Partners of the Firm, which ensures access to
ownership and continuity of their relationship. Brown Brothers Harriman's Trust
Companies offer experienced leadership in fiduciary, tax, and estate planning that is
designed to protect family wealth and the welfare of future generations.

Wealth Management Services
Alternative Investments

Asset Allocation

Open Architecture Solution: Strategic Advisors
Enhanced Total Return Portfolios

Risk Management for Concentrated Positions

Trust Company Services

Institutional Trust Services

Charitable Foundation Services
Cliant Tav Q[eruvirec
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Risk Management for
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Trust Company Services

Other BBH Services

Global Custody
Corporate Finance

Institutional Asset
Mgmt.

Banking

Legal Information

Disclosure Document

Preventing Internet
Fraud

Website for Brown Brothers Harriman’s high-net-worth audience (clients/intermediaries/family
offices), one part of master communications deliverables plan for BBH’s Wealth Management
unit. Supervised development of tone, design, navigation, and editorial presentation. Wrote
core content (including text and linked pages in center column above) and repurposed tactical
content (linked pages in left column). Still in use.



BBH Investment Management
2006 Talking Points

IM overall

* AUM rose 9.3%, from $40 billion to $43.7 billion, led by our Institutional business, which
grew by 10%.

*  We successfully redeveloped and rolled out BBH Online, our client account data service.
This was one of our largest client-facing Investment Management projects to date. The new
version provides vastly greater information to our clients at lower cost to BBH, and is an
important step in our PWM business plans, with the potential to become the principal channel
for communication for many clients.

* Almost $1 billion in equity assets were moved to our central account platform.

* Marty Levine, with two decades of experience managing institutional real estate portfolios,
oversaw the creation and rollout of a private real estate fund for our institutional and private
clients.

Institutional Fixed Income

* BBH was voted #1 Captive Asset Manager in the Reactions Magazine 2006 Captive Survey,
as well as cited as Top Three Best Bank/Letter of Credit Providers.

¢ The “BBH Fixed Income Quarterly” was created and rolled out as the flagship publication for
IFI, sent to every client and finding successful use with prospects and consultants.

¢ Jeremy Shor, Director of Structured Products, was identified as one of “20 Rising Stars of
Fixed Income, 2007 by Institutional Investor magazine.

Private Wealth Management:

*  We successfully began the redefinition of roles for our Office Heads and Relationship
Managers.

* Seth Ward was brought in to become a strong leader of PWM in our Boston office.

* The “Wealth Management Quarterly” was created and rolled out as the flagship publication
for PWM, sent to every client and finding successful use with prospects and intermediaries.

Trust Companies

*  Our trust companies were converted or merged into a National Trust Company, enabling us
to provide trust services in all 50 states, while retaining our regional expertise.

* New Trust professionals came aboard, providing a strong, experienced Trust presence in each
of our Investment Management offices.

Conceived and wrote core talking points for Brown Brothers Harriman, circulated internally to
establish and maintain consistent message to clients, prospects, consultants, and business
partners.
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