Five Year Anniversary — October 2006

SAM Sustainable Water Fund

Plenty of reasons to celebrate

28 September 2001 saw the launch of an investment theme that is just as relevant today as it was
then: water — the blue gold. The SAM Sustainable Water Fund team identified this promising in-
vestment environment at an early stage, and has been investing throughout the water value chain
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for the past five years — with great success.

With a gain of 11.63% this year and a performance
of 51.45% since its launch, SAM Sustainable Water
Fund has impressively proven its mettle. Since its
inception, it has thus outperformed its benchmark by
36.61%. The fund still invests in a very promising
environment, as trends such as decreasing rainfall
and water shortages are continuing or even
strengthening, while the demand for water is set to
rise further. This means that the availability of high-
quality water will increasingly become a decisive
economic factor.

Over and above this, the environment is also be-
coming increasingly attractive due to various
trends at the macro level. For example, the world's
population is set to increase from 6.5 billion today
to around 9 billion in 50 years’ time. This strong
growth in population will automatically lead to a
sharp rise in water consumption.

The aging water infrastructure also poses a major
challenge. The water supply networks in most re-
gions were set up towards the end of the 19th cen-
tury and in the first half of the 20th century.
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However, their upkeep has been neglected in re-
cent decades, resulting in leaking pipes and burst
mains. The renewal of this infrastructure will trigger
massive investment. The European Union, for ex-
ample, expects investments of between EUR 170
billion and EUR 230 hillion in this segment in the
next ten years.

This is where SAM Sustainable Water Fund places
its focus. Knowing the global trends that are influ-
encing the water sector today and are set to do so
going forward, the fund invests throughout the
value chain. With its investments in segments such
as water supply and the management of water re-
sources, water treatment, efficient use of water,
and also water and foodstuffs, SAM Sustainable
Water Fund offers a platform to fully harness the
afore-mentioned global trends.

SAM Group specializes in sustainable investments,
and it has a team of 19 analysts to enable it to
identify trends at an early stage in the future as
well. Within this team, 5 analysts deal with the
theme of water alone. The technological specialists
from SAM Private Equity and the Advisory Board
comprising Professor Dr. A. J. Zehnder, President
of the ETH Board, Dr. C. Martin, CEO of WWF In-
ternational and Dr. Donald Tillman, Manager of the
ETH Zurich Foundation, also ensure that SAM can
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recognize and take advantage of new technologi-
cal and political trends as well as developments in
the water market.

To gain more insight into this current issue, we in-
terviewed Dieter Kiiffer, the fund manager for SAM
Sustainable Water Fund:

Mr Kiffer, SAM was the first provider in Swit-
zerland to launch a water fund. How were you
able to identify this trend at such an early
stage?

We did a macro study on the topic of water about
five years ago. This enabled us to determine the
extent of various connected facets, for example the
relation between population growth and water de-
mand or the aging infrastructure and water con-
sumption. This underpinned our belief that water
as a theme would develop into a long-term trend.

And the effects are slowly but surely coming to
light. Just a few years ago, for instance, hardly
anyone would have believed that England — which
is regarded as a rainy country — could suffer water
shortages like it did this summer. Water quality is
also a key factor in many countries. These are all
themes that clearly indicated to us back then that
we are dealing here with an exceptionally interest-
ing investment environment.

Your analysis has obviously been proven cor-
rect — the trend seems intact and your fund is
very successful. What do you attribute this
success to?

Our fund has indeed enjoyed impressive growth,
with the volume increasing in the past few years
from under CHF 10 million to almost CHF 1 billion.
One reason for the mounting interest is certainly
the greater media coverage of water-related is-
sues. We have also noticed more in recent months
that institutional investors are increasingly invest-
ing in this segment.

Total assets SAM Sustainable Water Fund from
launch to 30.09.2006 in millions euro
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However, ultimately it is the fund’s performance
that counts. In EUR terms, SAM Sustainable Water
Fund has gained 51.45% since its launch, whereas
the global equity markets — as measured by the
MSCI World Net (EUR) - have risen by just
14.84%.

Mr Kuffer, what do you think makes you so
unique?

In making its investments, SAM focuses on sus-
tainability. This means that we do not just create
added value for our investors in the form of returns
— we also check the companies for sustainability.
We already have the largest team for investments
in the water sector, and are continuing to expand it.
Furthermore, we have an Advisory Board with
proven experts in this field. For example, one of
the three Advisory Board members, Claude Martin,
is an advisor to the central government of China on
sustainable economic development.

How can you safeguard your lead over your ri-
vals?

We also cover the water theme in the private eg-
uity segment. This means that over and above our
own analysis, we are kept appraised of the latest
developments by young, emerging companies in
the water sector, which allows us to identify trends
at an early stage. We also analyze the macroeco-
nomic environment and companies in growth mar-
kets such as China.

How do you generate added value for your in-
vestors, and what form does your investment
process take?

The first step is the macroeconomic analysis of the
underlying trends in the water value chain and the
definition of the investment areas. Thereafter the
companies are analyzed, with the findings from the
macroeconomic analysis also being taken into ac-
count. The analysis covers financial criteria as well
as sustainability aspects pertaining to the environ-
ment, social aspects and profitability. The aim of
the analysis is to determine a fair value based on
the valuation of the company’s future cashflows.

The market for investments in the water sector
is bound to be limited. With the growth in vol-
ume your fund has experienced, will you not
reach these limits at some point?

We have found around 200 listed companies
worldwide in the water value chain. Of these,



around 120 firms meet our criteria. Based on their
stock market capitalization, we have calculated
that we can invest up to CHF 3 billion with our cur-
rent strategy.

What macroeconomic trends do you think will
be key for the fund going forward?

What is important is that the macroeconomic
trends are still intact and will in our opinion con-
tinue to have a decisive influence on our invest-
ment environment and on companies in the water
sector in the future. These trends are firstly the
demographic shift, secondly aging infrastructure
and thirdly water quality. In addition to these, there
is also climate change. In many parts of the world
there is either too little rainfall or too much. The
catastrophic consequences of droughts and floods
are increasingly posing problems for economies
around the globe. This highlights the urgency and
also the topicality of this issue. | would like to give
you an example here on the subject of droughts.
Due to the aridity in Spain and the shortage of wa-
ter which is having a massive impact on agriculture
but also on the development of tourism, a whole
range of desalination plants are now being built in
Spain.

What are the most important themes at the
company level?

There are a number of highly interesting develop-
ments here. Allow me to give you an example here
as well. Around 70 percent of the water supply
worldwide is consumed by agriculture. Efficient irri
gation is therefore essential, especially in countries
where water is scarce such as China.
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Micro-irrigation is one solution that saves up to
70% of the water. With this approach, the plants
are watered directly via small pipes. The fund’s in-
vestments in this area include the Chinese firm
Xinjiang Tianyé Water Savings, which offers good
growth potential.

Let us stick with the companies. How many
stocks does SAM Sustainable Water Fund hold
at present, and what is the breakdown in terms
of sectors and countries?

The fund's portfolio currently comprises around 50
- 60 stocks and is invested worldwide. Due to the
regulatory risks, water utilities have only around a
20% weighting in the fund. The food sector ac-
counts for a further 15%-20%, with the main focus
being on irrigation and water conserving agricul-
ture. The remainder of the portfolio is spread
across areas such as water preparation technolo-
gies, infrastructure equipment such as pumps and
pipes, as well as goods and services in the field of
water efficiency. As regards the country mix, the
fund is broadly diversified across North America,
Asia and Europe.

Why should investors invest in SAM Sustain-
able Water Fund?

Firstly, all the macroeconomic trends in the water
value chain remain intact. The fund harnesses
these trends as well as possible, with our experi-
enced team investing in innovative companies from
the water sector. In recent years, the fund has
achieved an average annualized return of more
than 8% per annum, and this with a relatively low
risk exposure.

SAM Sustainable Water Fund
Fund data B-shares (per 30.09.06)
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Important legal information

No Offer The information and opinions contained in this publication constitutes neither a solicitation, nor a rec-
ommendation, nor an offer to buy or sell investment instruments or other services, or to engage in any other
kind of transaction. The information described in this publication is not directed to persons in any jurisdiction
where the provision of such information would run counter to local laws and regulation.

No warranty This publication is derived from sources believed to be accurate and reliable, but neither its accu-
racy nor completeness is guaranteed. The material and information in this publication are provided "as is" and
without warranties of any kind, either expressed or implied. SAM Group Holding AG and its related, affiliated
and subsidiary companies disclaim all warranties, expressed or implied, including, but not limited to, implied
warranties of merchantability and fitness for a particular purpose. Any opinions and views in this publication re-
flect the current judgment of the authors and may change without notice. It is each reader's responsibility to
evaluate the accuracy, completeness and usefulness of any opinions, advice, services or other information pro-
vided in this publication.

Limitation of liability All information contained in this publication is distributed with the understanding that the
authors, publishers and distributors are not rendering legal, accounting or other professional advice or opinions
on specific facts or matters and accordingly assume no liability whatsoever in connection with its use. In no
event shall SAM Group Holding AG and its related, affiliated and subsidiary companies be liable for any direct,
indirect, special, incidental or consequential damages arising out of the use of any opinion or information ex-
pressly or implicitly contained in this publication.

Copyright Unless otherwise noted, text, images and layout of this publication are the exclusive property of SAM
Group Holding AG and/or its related, affiliated and subsidiary companies and may not be copied or distributed,
in whole or in part, without the express written consent of SAM Group Holding AG or its related, affiliated and
subsidiary companies.

© 2006 SAM Group Holding AG
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