The co-operative
asset management

CIS Sustainable Diversified Trust

To provide capital growth from a diverse range of asset classes
including equities, fixed income, property-related investments
and cash, mainly in the UK.
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Product profile as at

This document is intended for investment professionals and professional clients. It is not intended
for retail clients, who should not rely upon its contents when making investment decisions.

Part of The co-operative financial services
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CIS Sustainable Diversified Trust

Why recommend this Fund to your clients? Performance (to 30/06/11)

e Diversified — The Fund will take advantage of investment
opportunities across a range of asset classes.

& % change

e Sector: IMA Cautious Managed — The Fund is a relatively low-risk

B Fund Performance
Sector Performance

vehicle with an emphasis on downside protection. £l
e Benchmark Unconstrained — The Fund will be active in its asset 20
allocation and stock selection seeking out investments that are 0
attractive on a total return basis. I
— |

* |nvests in the core themes of the environment, human welfare and
sustainability, thereby making a positive contribution to society.
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Since launch
(24/07/09)

Percentage Growth to latest quarter end, total return, bid to bid price, Net income reinvested.
Source: Lipper

Cumulative performance (% change to 30/06/11)

3 months 6 months 1 year s(i'z‘:?ol;l;:;g;h
Fund 15 1.9 13.8 28.2
Sector Median 0.6 1.1 10.6 23.0
Quartile Ranking 1st 2nd 3rd 1st

Percentage Growth to latest quarter end, total return, bid to bid price, Net income reinvested.
Source: Lipper. Past performance is not a reliable indicator of future results.

Discrete performance (% change to 30/06/11)

30/06/2006 to 30/06/2007 to 30/06/2008 to 30/06/2009 to 30/06/2010 to
30/06/2007 30/06/2008 30/06/2009 30/06/2010 30/06/2011
CIS Sustainable Diversified Trust - - - - 13.8
IMA Cautious Managed Median - - - - 105

Percentage Growth to latest quarter end, total return, bid to bid price, Net income reinvested. Source: Lipper
Measured against IMA Balanced Managed sector



A closer look at the Fund
What is the Fund’s aim?

The Fund invests in companies with products or services that benefit
the core themes of environment, human welfare and sustainability.
Companies leading their industries in environmental, social and
governance (ESG) performance, as assessed by our ESG analysts,
are also included in the investable universe, thereby creating a
portfolio of investments that make a positive contribution to society.

The Fund aims to provide first-quartile performance over a rolling
three-year period measured against the IMA Cautious Managed
sector. Qver any one-year period the Trust performance should
not be below median.

The Fund is able to shift its asset allocation according to market
conditions in order to seek out attractive return opportunities and
limit downside risks.

What does the Fund invest in?

Cautious Managed Funds can invest in a range of assets with the
maximum equity exposure restricted to 60% of the fund and with at
least 30% invested in fixed interest and cash. There is no specific
requirement to hold a minimum percentage of non-UK equity within
the equity limits. Assets must be at least 50% in Sterling/Euro and
equities are deemed to include convertibles.

The Fund can invest in:

Equities

e Equity exposure is restricted to between 20% to 60% of the Fund.
o \Within this equity limit, property can make up 0-15%.

e (f the overall equity exposure up to 50% may be invested in
overseas equities.

e Fquity markets the Fund may invest in are the UK FTSE All-Share

Index/AIM and overseas market equities, predominantly US & Europe.

Fixed Interest
o Minimum fixed income exposure is 40%, with up to 80% allowable.

e This is comprised of government sovereign bonds and investment
grade corporate bonds primarily from the iBOXX Gilt and Non-Gilt
all maturities index.

¢ Non-Sterling denominated bonds can make up to 15% of the
bond component.

Alternatives
e Alternative investments should be in the range of 0-20% of the Fund.

e Alternative investments include commodity-related funds,
infrastructure funds, hedge funds, private equity, currency funds
and absolute-return funds.

e Alternative investments provide additional diversification from the
traditional asset classes of equity and bonds.

Cash

e Exposure can be in the range 0-30% of the Fund and will be limited
to cash instruments under 12 months to maturity.

The Fund invests predominantly in Sterling-denominated equities and
bonds. Given the Fund’s aims, sectors such as utilities, healthcare
and support services are prominent. The Fund excludes tobacco and
armament manufacturers, nuclear power generators and companies
conducting animal testing for the purpose of developing cosmetic and
household goods. Companies not making strenuous efforts to reduce
their environmental impact are also excluded.

Who it’s suited to
The Fund may be suitable for investors looking for:

e an active asset allocation product with total-return approach
looking to limit downside risk

e a fund with long-term capital growth objective achieved
through a diversified fund with a mix of asset classes
across Global markets

e the opportunity to ensure that their money helps to make a
positive contribution to society through improving human
welfare and the environment.

Asset allocation

The Fund’s asset allocation will be positioned to take best advantage
of market conditions. When the outlook for corporate profitability is
deteriorating the Fund will seek the security of lower risk assets such
as cash and government securities. When we expect profitability and
risk appetite to improve or remain strong the Fund will have a natural
bias towards equalities and corporate bonds. The Fund will seek
diversification by investing across a broad range of industries, but
industry allocation will be driven by the bottom-up selection process.
Asset allocation will be subject to the constraints imposed in the
investment mandate, see page 3 ‘What does the Fund invest in?’

for details.



41.1% Fixed Income

Investment philosophy

Our investment philosophy and style is best described as follows:
Focused — The portfolio will typically have between 70-100 holdings.
Long-term — Investment holding periods of three to four years.

Stockpicking — Securities are selected that offer attractive total
return prospects.

Responsible — Embedded environmental, social and governance
(ESG) analysis provides a broader perspective and represents the
views of our customers in the investment process.

At the security level our investment approach is structured to consider
companies at three levels to identify mis-priced opportunities.

e |nvestment Themes — The increasingly short-term nature of the
investment industry, evidenced by declining stock-holding periods,
results in long-term opportunities being overlooked. We have
therefore adopted a long-term investment philosophy and evaluate
the effect of long-term investment themes. Examples include emerging
market growth opportunities, demographic influences over supply and
demand factors, and the environmental impact of human activity.

e |ndustry Trends — The increasingly narrow focus of most investors
has resulted in us broadening the scope of inputs beyond traditional
investment research to identify wider industry trends or linkages
between industries.

¢ Company Specific — We believe that the market can inefficiently
discount company specific events such as management change.
Therefore we devote a large amount of analytical resource to
changing company situations.

Sector breakdown (as at 30/06/11)

7.5% Cash 2.0% Oil & Gas
5.3% Basic Materials
6.0% Industrials
3.8% Consumer
Goods

/" Goods
‘ 7.7% Health Care
4.0%

Consumer Services
2.9%
Telecommunications

1.7% Utilities

12.1% Financials
2.6% Technology

3.4% Other

Top 10 holdings (as at 30/06/11)

% of fund

BG Group 2.0
Novartis 1.8
BT Group 1.7
Apple Inc 15
Johnson Controls Inc 1.5
First State Investments 15
WWP 15
Impax Environmental Markets 14
Zimmer Holdings Inc 14
Standard Chartered Bank 13

Credit rating breakdown (as at 30/06/11)

FTSE 100 221
FTSE 250 95
SMALLCAP 0.5
Overseas Equities 19.3
UK Corporate Bonds 29.3
Overseas Corp Bonds 11.8
Cash 7.5

Stock example — Zimmer Holdings

Zimmer Holdings designs, develops, manufactures and markets
orthopaedic and dental reconstructive implants, spinal implants, trauma
products and related surgical products. The company markets its
products in the United States and other countries around the world.

Stock example — Impax Environmental Markets

Impax Environmental Markets is an investment trust which is included
in the Alternatives section of the portfolio. The Fund will invest in
technology based systems, products or services in environmental
markets, particularly those of alternative energy and energy efficiency,
water treatment and pollution control and waste technology and
resource management.



Strategy and outlook

Over the last three months, UK equities and corporate bonds returned
+1.9% and +1.7% respectively. Overseas equities lagged with a total
return of 0.2% as Emerging Markets and Asia Pacific ex Japan declined.
Economic news across the globe continued to disappoint through June.
UK long-dated gilts delivered the leading performance over 3 months
with a total return of +2.6% for the benchmark index. The most recent
data from Japan shows their supply chain moving back to normal, which
should be constructive for global industrial activity going forward.

Over the quarter the portfolio was hindered by a lack of exposure to

gilts compared with its peer group. However, the Trust outperformed

the median fund due to good stock selection within both equities and
corporate bonds. The over-weight to chemical companies at the expense
of mining companies was of continued benefit, whilst the over-weight to
the technology space was a negative.

The Trust advanced by 1.5% over the three-month period to the end of
June placing it in the first quartile of the IMA Cautious Managed sector.
Since Launch the Trust has advanced by 28.2% compared to the median
performance of the IMA Cautious Managed sector of 23.0%.

Within the equity portion of the Trust the over-weight to Croda
International and Linde was of benefit. Healthcare names also performed
well for the Trust, notably Novartis and Fresenius Medical Care. DS Smith
announced strong results in the month and we remain confident that
they can continue to gain traction with their ‘retail ready’ packaging and
recycling services. The fixed income element of the portfolio benefited
from its focus on corporate credit over cash and the lack of exposure to
peripheral European credit, the worst performing area within the

credit space.

Whilst the global economy is experiencing something of a soft patch, we
expect activity to re-accelerate in the second half of the year. We believe
ten-year gilt yields are currently unattractive and retain our bias toward
equities and corporate bonds.

Investment process summary

Initial screening:

e the investment universe is filtered for companies that look attractive
from a theme/industry/company perspective

e (etailed research and analysis is then undertaken on the
stocks identified.

Security selection:

e stocks are assessed against a number of key criteria such as
valuation, management quality, environmental, social and
governance performance

e valuations are predominantly cash-based.
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Portfolio construction:

e stock positions are determined primarily by the risk/reward potential
of a particular investment

e asset allocation can be manipulated to best suit market conditions.

Risk management:

® risk is assessed prior to investment in the research process by
considering the potential for capital loss

e risk is then assessed across the portfolio by considering sector and
factor risk (for example interest rate sensitivity).

Fund Manager and investment team

Linda Desforges, Fund Manager
.. -|-"I Y
Years in industry 2 - v
Years at =
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The Co-operative Asset Management 21

Linda is Head of External Funds and is a key member of the asset
allocation team; Linda has had portfolio management responsibilities
since 1993 and in 2003 was appointed Head of North American
Equities. In 2006 Linda expanded her experience to cover a broad
range of asset classes including UK and overseas equity, bonds,
property and alternatives. She has had responsibility for

The Co-operative Asset Management’s multi-manager funds

since their launch in April 2006.

Linda joined The Co-operative Asset Management in 1989 as a research
analyst for the fixed income team before moving to the overseas equity
team in 1991. She has a B.A. (Hons) in Economics from Manchester
University and is an Associate member of CFA UK.

Linda draws on the expertise of over 50 investment professionals at
The Co-operative Asset Management, all based in Manchester including:

e equities, fixed income and ESG (environmental, social and governance)
analysts dedicated to researching companies

e fund managers focused on stock selection and constructing diversified
portfolios which balance performance with risk and volatility

e operations and other experts supporting the investment process

e risk analysts, responsible for ensuring appropriate risk is taken
within the portfolio.



Why choose The Co-operative Asset Management?

The fund management activities of The Co-operative Financial Services
(part of The Co-operative Group) are undertaken by The Co-operative
Asset Management. The Co-operative is a household name in the UK
offering a wide range of services to consumers including financial
services such as insurance, banking and mortgages plus food,
pharmacy and travel.

The Co-operative Group has over 12 million customers, of whom
over 290,000 are investors in our unit trust range, amounting to over
£2 billion of assets under management.

Our distinctive approach is reflected in a number of unique investment
credentials. We are the only fund manager to:

e apply a common core approach to responsible investment across all
the funds we manage

 apply active engagement across all the funds we manage

o feed valuable business insights gained from our engagement process
back into company analysis performed for investment purposes.

The Co-operative Asset Management was also the first UK investor
to publish its Company AGM voting record on its website in 2002,
a practice now increasingly adopted by fund management groups
offering SRI.

In advocating The Co-operative Asset Management to clients,
advisers can be assured that they are recommending:

e Britain’s most ethical brand, The Co-operative Group*

e a responsible investment approach which fully integrates financial
and ESG criteria in stock selection

e an investment process characterised by clear and informed views
on why companies offer good long-term prospects

 an investment resource comprising experienced and committed
individuals working to deliver out-performance while effecting
positive change in the companies they invest in.

Fund Facts

Manager name and
location

Fund type
Launch date

Index/benchmark

Number of stocks

(as at 30/06/11)

Fund size
(as at 30/06/11)

Distribution frequency

Distribution dates
Prices

Sedol Code

Linda Desforges, Manchester

Unit Trust

24/07/09

IMA Cautious Managed

Cautious Managed

112

£196 million

Quarterly

March, June, September, December

co-operativeassetmanagement.co.uk
or the Financial Times

B3PXJV8

*The Co-operative Asset Management has been independently authorised and regulated since August 2009 and was previously part of Co-operative Insurance Society Limited and

its subsidiary companies.

*An independent consumer survey carried out in 2007 and 2008 found that The Co-operative Group was the most ethical brand in Britain for both years. The Co-operative Group
was ranked number one for 2007 and 2008 with The Body Shop and Marks and Spencer ranking second and third respectively. The GFK NOP Ethics Brand Survey was conducted
inthe US, UK, France, Germany and Spain amongst 5,000 individuals in total. The study found that consumers are increasingly choosing to buy brands which they believe to be

ethical, with many willing to pay a premiums for an “ethical guarantee”. (GFK NOP Press Releases 2007 & 2008).




Contact broker services

0845 603 9986

co-operativeassetmanagement.co.uk
tcam@cfs.coop

Please call 08457 46 46 46 if you would like to receive this information in an alternative format such as
large print, audio or Braille.

This document is intended for investment professionals and professional clients. It is not intended for retail clients, who should not rely upon its contents when making investment decisions.
Past performance is not a reliable indicator of future results. As a result of market fluctuations, investments and income from them may fall as well as rise and investors may not get back the original amount they invested.

The Co-operative Asset Management Limited is authorised and regulated by the Financial Services Authority.
Registered office: Miller Street, Manchester M60 OAL. Registered in England and Wales, number 03858994.

The Co-operative Asset Management Limited provides asset management services to CIS Unit Managers Limited which is the authorised Manager of the CIS Sustainable Diversified Trust.
If you require any further information about the range of unit trusts we offer (including a Simplified Prospectus or the full Prospectus), or information about any other products and services we offer, please contact us.

MKT9807 WEB 08/2011

Co-operative Financial Services Limited. Registered Office: New Century House, Manchester M60 4ES. Registered Number IP29379R.




