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Schroders (SDR LN)

OW(V): Solid Q1; raising estimates and target price

» Strong Q1 results driven by record net inflows, solid
investment returns, and one-off performance fees

» Raising estimates to reflect Q1 figures; we raise EPS
estimates for 2010 by 16% and for 2011 and 2012 by 12%

» Increasing target price to 1,760p from 1,645p, and reiterating
Overweight (V) rating

Strong earnings beat: The Q1 2010 results were well above our and market estimates, driven
by record net fund inflows and positive investment returns, and boosted by an unexpected and
substantial one-off performance fee. Net inflows amounted to a record GBP9.7bn (6.5% of
end-December AUM), including institutional net inflows of GBP6.0bn, intermediary (retail)
net inflows of GBP3.3bn, and private banking net inflows of GBP0.4bn. Together with
investment returns of GBP9.8bn (6.6% of end-2009 AUM), Q1 AUM increased 13% to
GBP167.9bn as at end-March.

Boosted by one-off performance fee: Asset Management delivered a very strong
performance; PBT of GBP88.9m included performance fees of GBP27.2m, the majority of
which related to gains from a European property fund which has since been wound up. Private
Banking was disappointing; PBT amounted to only GBP1.3m after provisions for bad and
doubtful debts of GBP3.3m. Group central items — income from investment capital less central
cost items — amounted to positive GBP3.0m, including a GBP3.5m profit contribution from

the group’s principle associate, Schroder Ventures Investments Limited.

Raising estimates to reflect Q1 out-turn: We are increasing 2010e Asset Management
division profits to reflect stronger than previously forecast net inflows, the impact of Q1°s
unexpected performance fees, and a higher contribution from the group’s 30% interest in Bank
of Communications Schroder Fund Management. For Private Banking, we are reducing our
PBT 2010 forecast, mainly to reflect Q1’s unexpected provision for bad debts, and we are
reducing our forecast of losses from the Group segment following the better-than-expected Q1
result. In aggregate, we are raising our EPS estimates by 2010 by 16% from 88.7p to 94.4p,
and for 2011 and 2012 EPS by 13% to 106.4p and 120.7p, respectively.

Growth potential at reasonable price: Based on our new forecasts, the voting shares trade on
PE multiples of 15.9x 2010 and 13.2x 2011. Excluding end-March 2010 investment capital,
our estimates imply an underlying group EV/NOPAT of 13.6x for 2010 and 11.1x for 2012,
broadly in line with UK-quoted asset management peers. We raise our DCF-based target price
to 1,760p from 1,645p, and reiterate our Overweight (V) rating.

The Extel Survey runs from 22 March to 8 May.
To vote for HSBC Global Research, go to www.extelsurveys.com or send an email to
extelsurveys@thomsonreuters.com
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Financials & valuation
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Financial statements Key forecast drivers
Year to 12/2009a  12/2010e  12/2011e  12/2012e Year to 12/2009a 12/2010e  12/2011e  12/2012e
Profit & loss summary (GBPm) Revenues/avg AUM (bps) 64 65 65 65

Expenses/avg AUM (bps) -50 -46 -45 -45
Revenue 789 1,096 1,287 1433 pretax Opr profit/Avg AUM (bps 14 19 19 20
EBlTDA ) o 174 326 396 450 Operating profit margin (%) 22 30 31 31
Deprec!atlon & famortlsatlon 0 0 0 0 Average AUM (£ bn) 121 167 197 218
Operatlng proflt/EBIT 174 326 396 450 Average AUM (% gl’OWth) 3 38 18 1
Net interest 1 9 10 12
PBT 138 354 424 481
HSBC PBT 200 354 424 481
Taxation -42 -106 -127 -144 Valuation data
Hgth(gor?;t orof 122 gj; gg; gg; Yearto 1212009 1212010e  1212011e 1212012

EV/sales 3.0 2.0 1.6 1.3
Cash flow summary (GBPm) EV/EBITDA 13.4 68 5.1 4.1
Cash flow from operations 380 228 279 317 EVIIC
Capex -5 -10 -10 -10 PE* 26.6 15.9 13.2 1.7
Cash flow from investment 5 -10 -10 -10 P/Book value 24 22 20 1.8
Dividends -85 -92 -101 -110 FCF yield (%) 9.7 5.7 7.0 8.0
Change in net debt -435 -126 -168 -198 Dividend yield (%) 22 24 26 2.8
FCF equity 372 218 269 307 Note: * = Based on HSBC EPS (fully diluted)
Balance sheet summary (GBPm)
Intangible fixed assets 0 0 0 0 Price relative
Tangible fixed assets 6,009 6,009 6,009 6,009 1704 1704
Current assets 2,810 2,937 3,105 3,302
Cash & others 1,503 1,629 1,797 1,994 1504 1504
Total assets 10,289 10,415 10,583 10,780 1304 1304
Operating liabilities 8,593 8,556 8,527 8,498
Gross debt 0 0 0 0 104 104
Net debt -1,503 -1,629 1,797 -1,994 904 904
Shareholders funds 1,648 1,804 2,000 2,228 704 704
Invested capital -1,276 -1,239 -1,210 -1,181

504 ; ; ; T ; ; ; T ; ; ; 504
2008 2009 2010 2011

Ratio, growth and per share analysis — Schiroders — Rel o FTSE ALL-SHARE
Year to 12/2009a  12/2010e  12/2011e  12/2012e Source: HSBC
Y-0-y % change

Note: price at close of 10 May 2010
Revenue -9.6 38.9 17.4 1.4
EBITDA -29.2 87.4 215 13.7
Operating profit -29.2 87.4 215 13.7
PBT 11.7 157.1 19.9 135
HSBC EPS -29.8 67.4 19.9 13.5
Ratios (%)
Revenue/IC (x) -0.6 0.9 -141 -1.2
ROIC 9.5 -18.1 -22.6 -26.3
ROE 9.0 14.3 15.6 15.9
ROA 1.0 24 28 32
EBITDA margin 220 29.7 30.7 314
Operating profit margin 220 29.7 30.7 314
EBITDA/net interest (x)
Net debt/equity 91.1 -90.3 -89.8 -89.5
Net debt/EBITDA (x) -8.6 5.0 -4.5 -4.4
CF from operations/net debt
Per share data (GBPp)
EPS reported (fully diluted) 34.19 88.70 106.37 120.71
HSBC EPS (fully diluted) 52.99 88.70 106.37 120.71
DPS 31.00 34.00 37.00 39.00
Book value 574.96 629.28 697.70 776.96
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Record Q1 profits and fund flows

Summary

Q1 2010 results, announced on 6 May, were well above our the market estimates, driven by record net
fund inflows and positive investment returns, and further boosted by an unexpected significant one-off
performance fee. Net inflows amounted to a record GBP9.7bn (6.5% of end-December AUM), including
institutional net inflows of GBP6.0bn, intermediary (retail) net inflows of GBP3.3bn, and private banking
net inflows of GBP0.4bn. Together with investment returns of GBP9.8bn (6.6% of end-2009 AUM), Q1
AUM increased by 13% to GBP167.9bn at end-March.

Asset Management division profit before tax of GBP88.9m included performance fees of GBP27.2m, the
majority of which related to gains from a European property fund which has since been wound-up.
Private Banking profit before tax amounted to GBP1.3m after provision for bad and doubtful debts of
GBP3.3m. Group central items — income from investment capital less central cost items — amounted to
positive GBP3.0m, including a GBP3.5m profit contribution from the group’s principle associate,
Schroder Ventures Investments Limited.

The brief outlook statement was positive but included an air of caution echoed in the group’s Q1
conference call. Whilst momentum generated in 2009 had continued into Q1 2010, April has seen some
slowing in retail investor demand; although the Institutional pipeline was positive at end-March, with a
number of mandates awarded but yet to fund at end-March, it was noted that new Institutional business
wins tend to have a Q1 bias. The message was that Q1 was particularly strong and not indicative of run-
rate new business flows for the rest of 2010.

Fund flows

Q1 2010 fund flows by channel are summarised below.

Schroders: Quarterly AUM progression

Year to December (GBPm) 1Q09 2Q09 3Q09 4Q09 1Q10
Opening AUM 110.2 103.1 1133 138.9 148.4
-Institutional flows 24 1.6 3.3 24 6.0
-Intermediary flows 0.2 2.3 37 34 3.3
-Private Banking flows 0.1 0.0 0.0 0.4 04
Net inflows 21 39 7.0 6.2 9.7
Returns 5.0 6.3 18.6 33 9.8
Closing AUM 103.1 113.3 138.9 148.4 167.9
Net flows/opening AUM -1.9% 3.8% 6.2% 4.5% 6.5%
Returns/opening AUM -4.5% 6.1% 16.4% 24% 6.6%

Source: Company reports

» The recovery in net institutional inflows continued in Q1, with GBP6.0bn of net inflows reflecting
GBP9.9bn of gross sales (which compares with GBP18.5bn of sales for the whole of 2009) and
GBP3.0bn of withdrawals (GBP13.6bn for 2009 as a whole).

»  Gross Intermediary sales (before netting) amounted to GBP10.3bn in Q1, up from GBP9.6bn in Q4
2009, whilst redemptions were GBP7.0bn, up from GBP6.2bn in Q4.
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» The sequential increase in quarterly Intermediary redemptions, shown in the table below, is consistent
with management comment that some retail investors — particularly those in Europe and Asia — have

begun to lock-in recent profits.

Schroders: Asset Management, gross inflows and outflows

Year to December (GBPm) Q109 Q209 Q309 Q409 Q110
Intermediary

Gross sales 4.1 6.6 8.7 9.6 10.3
Gross outflows -39 4.3 -5.0 -6.2 -7.0
Net sales 0.2 2.3 3.7 3.4 3.3
Institutional

Gross sales 24 4.0 6.1 6.0 9.0
Gross outflows 4.8 24 -2.8 -3.6 -3.0
Net sales -2.4 1.6 3.3 2.4 6.0
Total

Gross sales 6.5 10.6 148 15.6 19.3
Gross outflows 8.7 6.7 -7.8 -9.8 -10.0
Net sales 2.2 39 7.0 5.8 9.3

Source: Company reports

Income and expenses
» Excluding performance fees, Q1 Asset Management (AM) net revenues amounted to GBP218m, up

8% on Q4 last year, broadly in line with the growth in average Asset Management division AUM.

» Combined Institutional and Intermediary AUM increased by 13.5% to GBP154.2bn over the quarter,
average AUM by 10% to GBP145.0bn; the net revenue margin before performance fees fell by 1bp to
60bps).

» QI performance fees amounted to GBP27.2m and were reported to be predominantly derived from
gains on a European property fund, which has since been wound down. Performance fees are

traditionally Q4-weighted, and we regard this Q1 performance fee as essentially a one-off.

» AM division costs were higher than we forecast but reflected higher-than-expected revenues, boosted

by QI performance fees.

Schroders: Asset Management division, income and expenses

Year to December (GBPm) Q109 Q209 Q309 Q409 Q110
Performance fees 0.0 1.7 4.9 27.8 272
Net management fees 1275 148.2 167.8 201.3 217.6
Net revenue 127.5 149.9 172.7 2291 244.8
Operating expenses -103.1 -114.1 -122.2 -160.9 -160.1
Operating profit 244 35.8 50.5 68.2 84.7
Net finance income 14 0.6 0.6 0.6 0.9
JVs & associates 1.8 2.3 4.2 1.6 3.3
Pre-exceptional PBT 27.6 38.7 55.3 70.4 88.9

Source: Company reports

»  Private Banking profits were disappointing, primarily due to an unexpected GBP3.6m provision for
bad and doubtful debts. The provision was reported to be due to a number of UK commercial
property loans, and not related to the GBP6.3bn single loan-loss provision recorded at Private
Banking in Q4 2009. Management was unable to rule out additional provisions relating to UK

commercial property loans in future reporting periods.
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Schroders: Private Banking division, income and expenses

Year to December (GBPm) Q109 Q209 Q309 Q409 Q110
Net revenue 264 22.8 23.6 249 243
Operating expenses -18.1 -16.2 -17.3 -26.0 -23.0
Pre-exceptional PBT 8.3 6.6 6.3 141 1.3
Source: Company reports

Balance sheet

End-March NAYV totalled GBP1,609m, allocated to the group’s operating divisions and to group
investment capital as outlined in the table below.

Schroders: Group NAV, investment capital and NAV by operating divisions

(GBPm) December 2009 March 2010 Change
Investment capital

Cash & equivalents 276 158 -118
Liquid debt securities 532 389 -143
Seed capital 141 154 13
Private equity 90 99 9
Other investments 20 73 53
Total investment capital 1,059 873 -186
Private Banking NAV 242 245 3
Asset Management NAV 348 491 143
Group NAV 1,649 1,609 -40
Source: Company reports

Forecast revisions

We are revising our estimates as summarised below:

Schroders: Changes to our forecasts

Year to December 2010e 2011e 2012e

(GBPm) Oid New  Change Old New  Change Oid New  Change
Asset Management 292.0 334.9 15% 358.1 401.3 12% 401.3 450.9 12%
Private Banking 22.0 20.1 -9% 274 27.0 2% 352 35.0 -1%
Group 9.2 -1.5 -84% 9.4 4.4 -54% -10.7 4.8 -55%
Profit before tax 304.8 353.5 16% 376.2 424.0 13% 425.9 4311 13%
EPS (GBp) 76.5 88.7 16% 94.4 106.4 13% 106.8 120.7 13%
DPS (GBp) 33.0 34.0 3% 35.0 37.0 6% 37.0 39.0 5%
Year-end AUM (GBPbn) 182.7 186.3 2% 203.3 208.1 2% 2220 228.3 3%

Source: HSBC estimates

» We are increasing our 2010e Asset Management division profits to reflect stronger than previously

forecast net inflows (following the greater-than-expected Q1 out-turn) and the impact of Q1°’s

unexpected performance fees, and a higher contribution from JVs and Associates (principally from

the group’s 30% interest in Bank of Communications Schroder Fund Management). Our 2011 and

2012 estimates are raised to reflect the higher opening AUM that result from these 2010 changes and

also some minor changes to revenue margin assumptions.

» For Private Banking, we are reducing our 2010 forecast of PBT, mainly to reflect Q1’s unexpected

provision for bad debts, and also a reduced revenue margin due to a lower than previously expected

interest income. We are reducing our forecast of losses from the Group segment following the better-

than-expected Q1 result.
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Investment summary
As a global asset manager with institutional, intermediary, and private banking businesses, and an equity
bias and with strong franchises in the UK, Europe, and Asia, Schroders’ investment management activities
are well-placed to benefit from our positive 2010 market outlook, we believe. The group’s investment
capital — in excess of GBP870m at end-March 2009 and including more than GBP150m of seed
investments in own funds — could also show substantial gains in a rising market. The recent turnaround in
the fortunes of the Institutional division is also good, as it potentially marks the end of 10 years of net
outflows due to structural decline in balanced pension fund management. Balance sheet strength should
provide strategic flexibility, although there have been no significant acquisitions since the de-merger from
the investment bank in 2000.

Valuation

Based on our new EPS forecasts for the group as a whole, ie including returns on investment capital, the
voting shares currently trade on PE multiples of 15.9x 2010 and 13.2x 2011. Excluding the group’s end-
March 2010 investment capital from the current market value to derive the enterprise value of the
operating businesses, our estimates imply an underlying group EV/NOPAT of 13.6x for 2010 and 11.1x
for 2012.

Schroders: Enterprise value/net operating profit (NOPAT) multiples for the operating businesses (GBPm)

Market value 3,831
Less: Investment capital -873
EV operating businesses 2958
Year to December 2008 2009 2010E 2011E 2012E
Operating businesses NOPAT* 178 124 218 267 305
EVINOPAT 16.6x 24.0x 13.6x 11.1x 9.7x

Source: Company data, HSBC estimates. * Asset Management plus Private Banking less Group operating expenses.

We are raising our 12-month, DCF-based target price by 7% to 1,760p from 1,645p, now representing a
25.1% potential return. The key assumptions in our valuation model are: risk-free rate of 4.5%, equity risk
premium of 6.2%, and cost of equity of 10.7%. Under our research model, for stocks with a volatility
indicator, the Neutral band is 10ppts above and below our hurdle rate for UK stocks of 8%, or -2% to
+18% above and below the current share price. Our new 1,760p target implies a potential return of 25.1%,
which is above the Neutral band; thus, we reiterate our Overweight (V) rating.

Risks

As Schroders is an equity-oriented asset manager, a material rise or fall in global equity markets would
impact revenues and to a greater degree operating profits. Relative fund performance will influence the
ability for Schroders to win new business and hence grow AUM organically, and the group net revenue
margin will be sensitive to relative flows in or out of high or low margin products. With such a sizable
investment portfolio, Schroders also bears substantial direct investment risk, and as a potential buyer of
businesses, it is potentially exposed to transaction execution risk.
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Schroders: Forecast summary

Year to December (GBPm) 2008 2009 2010e 2011e 2012e 2013e
Net revenues 872.9 788.9 1096.0 12871 1433.5 1578.4
Administrative expenses -627.4 -615.1 -770.3 -891.3 -983.5 -1073.2
Operating profit 245.5 173.8 325.7 395.7 449.9 505.2
Interest/investment income 38.8 10.8 8.5 10.0 11.5 13.0
Associates 6.2 15.6 19.4 18.3 19.7 21.3
Pre-exceptional PBT 290.5 200.2 353.5 424.0 481.1 539.5
Asset Management 249.8 192.0 334.9 401.3 450.9 499.2
Private Banking 39.7 20.1 20.1 27.0 35.0 455
Group/Head Office 1.0 -11.9 -15 4.4 4.8 5.3
Total 290.5 200.2 353.5 424.0 481.1 539.5
Opening AUM (GBPbn) 139.1 110.2 148.4 186.3 208.1 228.3
Net flows -9.6 15.0 18.4 9.6 7.3 8.0
Investment returns -19.3 232 19.5 12.2 12.9 14.2
Closing AUM 110.2 148.4 186.3 208.1 228.3 250.5
Adjusted EPS (GBp) 75.5 54.0 88.7 106.4 120.7 135.4
DPS (GBp) 31.0 31.0 34.0 37.0 39.0 41.0

Source: Company data, HSBC estimates

Schroders: Asset Management and Private Banking forecasts

Year to December (GBPm) 2008 2009 2010e 2011e 2012e 2013e
ASSET MANAGEMENT

Net revenues 748.7 679.2 979.9 1152.6 1283.8 1412.2
Expenses -518.6 -500.3 -661.4 -769.6 -853.1 935.3
Operating profit 230.1 178.9 3185 383.0 430.7 476.9
Investment/other income 131 3.2 3.5 4.0 45 5.0
Share of joint ventures 6.6 9.9 12.9 14.3 15.7 17.3
Profit before tax 249.8 192.0 334.9 401.3 450.9 499.2
Opening AUM (GBPbn) 129.4 98.5 135.8 1717 192.6 211.9
Net flows -10.0 14.5 17.7 9.1 6.8 75
Investment returns -20.9 22.8 18.2 11.8 12.4 13.7
Closing AUM 98.5 135.8 171.7 192.6 211.9 2331
Average AUM 114.0 109.6 153.7 182.2 202.3 2225
Flows/opening AUM -8% 15% 13% 5% 4% 4%
Returns/opening AUM -16% 23% 13% 7% 6% 6%
Net revenues/avg AUM 0.66% 0.62% 0.64% 0.63% 0.63% 0.63%
Operating profit margin 30.7% 26.3% 32.5% 33.2% 33.5% 33.8%
PRIVATE BANKING

Net revenues 113 97.7 102.1 120.4 135.6 152.2
Expenses -71.6 -717.6 -81.9 934 -100.6 -106.7
Operating profit 39.7 20.1 201 27.0 35.0 45.5
Investment/other income 0.0 0.0 0.0 0.0 0.0 0.0
Share of joint ventures 0.0 0.0 0.0 0.0 0.0 0.0
Profit before tax 39.7 20.1 2041 27.0 35.0 45.5
Opening AUM (GBPbn) 9.7 1.7 12.6 14.6 15.5 16.4
Net flows 04 0.5 0.8 04 05 05
Investment returns 1.6 04 1.3 04 0.5 0.5
Closing AUM 1.7 12.6 14.6 15.5 16.4 174
Average AUM 10.7 1.7 13.6 15.1 16.0 16.9
Flows/opening AUM 4% 4% 6% 3% 3% 3%
Returns/opening AUM 16% 3% 10% 3% 3% 3%
Net revenues/avg AUM 1.04% 0.84% 0.75% 0.80% 0.85% 0.90%
Operating profit margin 35.7% 20.6% 19.7% 22.4% 25.8% 29.9%

Source: Company data, HSBC estimates
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Disclosure appendix

Analyst Certification

The following analyst(s), economist(s), and/or strategist(s) who is(are) primarily responsible for this report, certifies(y) that the
opinion(s) on the subject security(ies) or issuer(s) and/or any other views or forecasts expressed herein accurately reflect their
personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific
recommendation(s) or views contained in this research report: Tony Cummings

Important disclosures

Stock ratings and basis for financial analysis

HSBC believes that investors utilise various disciplines and investment horizons when making investment decisions, which
depend largely on individual circumstances such as the investor's existing holdings, risk tolerance and other considerations.
Given these differences, HSBC has two principal aims in its equity research: 1) to identify long-term investment opportunities
based on particular themes or ideas that may affect the future earnings or cash flows of companies on a 12 month time horizon;
and 2) from time to time to identify short-term investment opportunities that are derived from fundamental, quantitative,
technical or event-driven techniques on a 0-3 month time horizon and which may differ from our long-term investment rating.
HSBC has assigned ratings for its long-term investment opportunities as described below.

This report addresses only the long-term investment opportunities of the companies referred to in the report. As and when
HSBC publishes a short-term trading idea the stocks to which these relate are identified on the website at
www.hsbcenet.com/research. Details of these short-term investment opportunities can be found under the Reports section of this
website.

HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's
existing holdings and other considerations. Different securities firms use a variety of ratings terms as well as different rating
systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each research
report. In addition, because research reports contain more complete information concerning the analysts' views, investors
should carefully read the entire research report and should not infer its contents from the rating. In any case, ratings should not
be used or relied on in isolation as investment advice.

Rating definitions for long-term investment opportunities

Stock ratings
HSBC assigns ratings to its stocks in this sector on the following basis:

For each stock we set a required rate of return calculated from the risk free rate for that stock's domestic, or as appropriate,
regional market and the relevant equity risk premium established by our strategy team. The price target for a stock represents
the value the analyst expects the stock to reach over our performance horizon. The performance horizon is 12 months. For a
stock to be classified as Overweight, the implied return must exceed the required return by at least 5 percentage points over the
next 12 months (or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, the
stock must be expected to underperform its required return by at least 5 percentage points over the next 12 months (or 10
percentage points for a stock classified as Volatile*). Stocks between these bands are classified as Neutral.

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation of coverage, change of volatility
status or change in price target). Notwithstanding this, and although ratings are subject to ongoing management review,
expected returns will be permitted to move outside the bands as a result of normal share price fluctuations without necessarily
triggering a rating change.

*A stock will be classified as volatile if its historical volatility has exceeded 40%, if the stock has been listed for less than 12
months (unless it is in an industry or sector where volatility is low) or if the analyst expects significant volatility. However,
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stocks which we do not consider volatile may in fact also behave in such a way. Historical volatility is defined as the past
month's average of the daily 365-day moving average volatilities. In order to avoid misleadingly frequent changes in rating,
however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change.

Prior to this, from 7 June 2005 HSBC applied a ratings structure which ranked the stocks according to their notional target
price vs current market price and then categorised (approximately) the top 40% as Overweight, the next 40% as Neutral and
the last 20% as Underweight. The performance horizon is 2 years. The notional target price was defined as the mid-point of the
analysts' valuation for a stock.

From 15 November 2004 to 7 June 2005, HSBC carried no ratings and concentrated on long-term thematic reports which

identified themes and trends in industries, but did not make a conclusion as to the investment action that potential investors
should take.

Prior to 15 November 2004, HSBC's ratings system was based upon a two-stage recommendation structure: a combination of
the analysts' view on the stock relative to its sector and the sector call relative to the market, together giving a view on the
stock relative to the market. The sector call was the responsibility of the strategy team, set in co-operation with the analysts.
For other companies, HSBC showed a recommendation relative to the market. The performance horizon was 6-12 months. The
target price was the level the stock should have traded at if the market accepted the analysts' view of the stock.

Rating distribution for long-term investment opportunities
As of 10 May 2010, the distribution of all ratings published is as follows:

Overweight (Buy) 49% (13% of these provided with Investment Banking Services)
Neutral (Hold) 37% (12% of these provided with Investment Banking Services)
Underweight (Sell) 14% (10% of these provided with Investment Banking Services)

Share price and rating changes for long-term investment opportunities

Schroders (SDR.L) Share Price performance GBp Vs HSBC rating history Recommendation & price target history

From To Date
N/A Overweight 12 September 2007
1536 Overweight Neutral 31 October 2007
Neutral Overweight 09 January 2008
1336 - * Overweight Neutral (V) 02 May 2008
1136 | Neutral (V) Overweight (V) 27 August 2008
936 Overweight (V) Underweight (V) 18 December 2008
7 Underweight (V) Overweight (V) 13 January 2010
736 Target Price Value Date
536 T T T T T T T T 1 Price 1 1550 12 September 2007
L B8 8 8« 5 5 8 8 g I 2 Price 2 1650 31 October 2007
> 3 3 & 3 & 3 & 3 % Price 3 1500 09 January 2008
= =z = =z = zZz = zZz = zZz = Price 4 1350 06 March 2008
Price 5 1200 02 May 2008
Price 6 850 29 October 2008
_ Price 7 800 18 December 2008
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HSBC & Analyst disclosures
Disclosure checklist
Company Ticker Recent price Price Date Disclosure
SCHRODERS SDR.L 13.29 10-May-2010 2,6,7
Source: HSBC
1 HSBC* has managed or co-managed a public offering of securities for this company within the past 12 months.
2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next
3 months.
3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this
company.
4 Asof 30 April 2010 HSBC beneficially owned 1% or more of a class of common equity securities of this company.
5 As of 31 March 2010, this company was a client of HSBC or had during the preceding 12 month period been a client of
and/or paid compensation to HSBC in respect of investment banking services.
6  As of 31 March 2010, this company was a client of HSBC or had during the preceding 12 month period been a client of
and/or paid compensation to HSBC in respect of non-investment banking-securities related services.
7  As of 31 March 2010, this company was a client of HSBC or had during the preceding 12 month period been a client of
and/or paid compensation to HSBC in respect of non-securities services.
8 A covering analyst/s has received compensation from this company in the past 12 months.
9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as
detailed below.
10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this
company, as detailed below.
11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in

securities in respect of this company

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment
banking revenues.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that
company available at www.hsbcnet.com/research.

* HSBC Legal Entities are listed in the Disclaimer below.

Additional disclosures

1
2
3

10

This report is dated as at 11 May 2010.

All market data included in this report are dated as at close 10 May 2010, unless otherwise indicated in the report.

HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or
price sensitive information is handled in an appropriate manner.
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Disclaimer

* Legal entities as at 31 January 2010 Issuer of report
'UAE' HSBC Bank Middle East Limited, Dubai; '"HK' The Hongkong and Shanghai Banking Corporation HSBC Bank plc
Limited, Hong Kong, 'TW' HSBC Securities (Taiwan) Corporation Limited; 'CA' HSBC Securities
(Canada) Inc, Toronto; HSBC Bank, Paris branch; HSBC France; 'DE' HSBC Trinkaus & Burkhardt AG,
Dusseldorf; 000 HSBC Bank (RR), Moscow; 'IN' HSBC Securities and Capital Markets (India) Private L(?ndon, El4 5HQ, United
Limited, Mumbai; 'JP' HSBC Securities (Japan) Limited, Tokyo; 'EG' HSBC Securities Egypt S.A.E., Kingdom

Cairo; 'CN' HSBC Investment Bank Asia Limited, Beijing Representative Office; The Hongkong and  Telephone: +44 20 7991 8888
Shanghai Banking Corporation Limited, Singapore branch; The Hongkong and Shanghai Banking Fax: +44 20 7992 4880
Corporation Limited, Seoul Securities Branch; The Hongkong and Shanghai Banking Corporation Website:

Limited, Seoul Branch;, HSBC Securities (South Africa) (Pty) Ltd, Johannesburg; 'GR' HSBC Pantelakis
Securities S.A., Athens; HSBC Bank plc, London, Madrid, Milan, Stockholm, Tel Aviv, 'US' HSBC
Securities (USA) Inc, New York; HSBC Yatirim Menkul Degerler A.S., Istanbul; HSBC Meéxico, S.A.,
Institucion de Banca Multiple, Grupo Financiero HSBC, HSBC Bank Brasil S.A. - Banco Multiplo, HSBC
Bank Australia Limited, HSBC Bank Argentina S.A., HSBC Saudi Arabia Limited.

In the UK this document has been issued and approved by HSBC Bank plc (“HSBC”) for the information of its Clients (as defined in the Rules of
FSA) and those of its affiliates only. It is not intended for Retail Clients in the UK. If this research is received by a customer of an affiliate of HSBC,
its provision to the recipient is subject to the terms of business in place between the recipient and such affiliate.

HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. All U.S. persons
receiving and/or accessing this report and wishing to effect transactions in any security discussed herein should do so with HSBC Securities (USA)
Inc. in the United States and not with its non-US foreign affiliate, the issuer of this report.

In Singapore, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general
information of institutional investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and
accredited investors and other persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. This publication is not a
prospectus as defined in the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking
Corporation Limited Singapore Branch is regulated by the Monetary Authority of Singapore.

In Australia, this publication has been distributed by The Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL
301737) for the general information of its “wholesale” customers (as defined in the Corporations Act 2001). Where distributed to retail customers,
this research is distributed by HSBC Bank Australia Limited (AFSL No. 232595). These respective entities make no representations that the products
or services mentioned in this document are available to persons in Australia or are necessarily suitable for any particular person or appropriate in
accordance with local law. No consideration has been given to the particular investment objectives, financial situation or particular needs of any
recipient.

This publication has been distributed in Japan by HSBC Securities (Japan) Limited. It may not be further distributed, in whole or in part, for any
purpose. In Hong Kong, this document has been distributed by The Hongkong and Shanghai Banking Corporation Limited in the conduct of its Hong
Kong regulated business for the information of its institutional and professional customers; it is not intended for and should not be distributed to retail
customers in Hong Kong. The Hongkong and Shanghai Banking Corporation Limited makes no representations that the products or services
mentioned in this document are available to persons in Hong Kong or are necessarily suitable for any particular person or appropriate in accordance
with local law. All inquiries by such recipients must be directed to The Hongkong and Shanghai Banking Corporation Limited. In Korea, this
publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") for the general
information of professional investors specified in Article 9 of the Financial Investment Services and Capital Markets Act (“FSCMA?”). This
publication is not a prospectus as defined in the FSCMA. It may not be further distributed in whole or in part for any purpose. HBAP SLS is regulated
by the Financial Services Commission and the Financial Supervisory Service of Korea.

This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. HSBC
has based this document on information obtained from sources it believes to be reliable but which it has not independently verified; HSBC makes no
guarantee, representation or warranty and accepts no responsibility or liability as to its accuracy or completeness. The opinions contained within the
report are based upon publicly available information at the time of publication and are subject to change without notice.

Nothing herein excludes or restricts any duty or liability to a customer which HSBC has under the Financial Services and Markets Act 2000 or under
the Rules of FSA. A recipient who chooses to deal with any person who is not a representative of HSBC in the UK will not enjoy the protections
afforded by the UK regulatory regime. Past performance is not necessarily a guide to future performance. The value of any investment or income may
go down as well as up and you may not get back the full amount invested. Where an investment is denominated in a currency other than the local
currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or income of that
investment. In case of investments for which there is no recognised market it may be difficult for investors to sell their investments or to obtain
reliable information about its value or the extent of the risk to which it is exposed.

HSBC Bank plc is registered in England No 14259, is authorised and regulated by the Financial Services Authority and is a member of the London
Stock Exchange.

© Copyright. HSBC Bank plc 2010, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or
transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of
HSBC Bank plc. MICA (P) 177/08/2009

8 Canada Square
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