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TRANSITION NOW SET FOR TWO PHASES - NOT THREE

On March 28, 2007 MSCI announced the final methodology and transition plans for their indexes.

In summary, there were no significant changes to the proposed methodology. The major change
announced involved the plan for the transition to the new index series. Instead of the three phase approach
proposed in the release of their preliminary plan, MSCI has decided to transition the indexes in two
phases, as follows:

e Phase I- end of November 2007

e  Phase Il — end of May 2008

The change in methodology highlights the following features of the updated index series:
e Broader and exhaustive coverage of the large and mid cap segments with a targeted coverage
range of 85% of free-float adjusted market capitalization within each market segment
e A non-overlapping Small Cap Index Series which will seamlessly fit with the large and
mid cap indexes.

MSC/I’s Current Methodology

The current Standard methodology targets inclusion of 85% of float-adjusted market capitalization of each
industry group in each country, resulting in a Multi-Cap Index.

The current Small Cap Index targets inclusion of 40% of float-adjusted market capitalization of the
companies in the range of $200 million to $1.5 billion in the developed markets.

MSCI’s Updated Methodology

The updated methodology will be an exhaustive representation of the large, mid and small cap markets.
The large and mid cap indexes will target 85% of the float-adjusted market capitalization of the investable
market universe and will be combined to create the Standard Index. The Small Cap Index will target all
companies with a free-float adjusted market capitalization below that of the Standard and up to 99% of the
investable market universe. (Figure 1)

Figure 1. New Composition of MSCI Index Series
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After gathering the securities which comprise the total listed equity universe the following criteria are used
to define the investable market universe.
e Liquidity — Annualized traded value ratio of 20% for Developed Markets and 15% for
Emerging Markets
e  Minimum size — $145M full market cap as of September 2006
e  Free-Float — Minimum free float of 15% at the security level and 10% at the company level
e Seasoning — 3 months for small IPOs

Unlike the current index series, the Standard Index combined with the Small Cap Index will create a
seamless investable market universe. Another significant change to the methodology pertains to the
treatment of Europe. Within the rules of the new methodology the European countries will be sliced into
large/mid/small cap indexes after being grouped together in one region. This is a change to the current
methodology which considers each European country individually. To illustrate, a company that may have
been classified as a large cap company within a European country may now be classified as a small cap
company when evaluated within the larger context of the aggregation of all European countries.

Advantages of the Updated Methodology

As investors continue to increase and broaden their exposure to international markets, a consistent,
accurate benchmark to measure each market segment is imperative. The improved methodology will
provide investors the following:
e Ability to segment size within both the Developed and Emerging markets
o Large Cap, Mid Cap, Small Cap
e Availability of Growth/Values indexes for each segment of the market
o Developed, Emerging Markets and Small Cap
e Continued emphasis on investability

Portfolio Implementation and Rebalancing Considerations

In order to both minimize market impact and transaction costs, MSCI’s proposal includes a two-phase
transition in which each stage will apply one-half of the full index weight of both the additions and
deletions. The two-phase transition will begin at the end of November 2007 and conclude in May of 2008.

Effective immediately, after the release of the final details of the methodology change and the transition,
MSCI will be taking into account and applying the enhanced methodology of the updated indexes to apply
to the current Standard index series. As a result no company will be added to the Standard Index series if it
is not in the Provisional series, and no company will be deleted if it is included in the Provisional index
series. As a result, the expected turnover for the upcoming Annual May rebalance is significantly lower
than in past years. Throughout the transition, we will continue to review the dynamics surrounding the
trading of this event.

Provisional Indexes Expected on June 5t

In addition to executing the MSCI transition trades in a risk and cost minimizing manner for our
portfolios, we can also provide our clients with customized analysis and investment strategies to better
help manage the transition. On June 5, 2007, MSCI will create and distribute Provisional Indexes. The
availability of the provisional indexes provides a better opportunity for implementation of pre-trade
strategies, as investors interested in trading before the scheduled phases will now have the appropriate
“official” MSCI benchmarks.

All of us at Northern Trust Global Investments look forward to working with you to effectively manage
the MSCI index evolution. We also welcome discussions on general international equity benchmark
decision. If you have any questions about the MSCI methodology or transition or are interested in
discussing related index trading strategies, please contact your Investment Relationship Manager.
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Past performance is not necessarily a guide to the future. Index performance returns do not reflect any
management fees, transaction costs or expenses. One cannot invest directly in an index. Index performance is
based upon information provided by the index providers. Indexes and trademarks are the property of their
respective owners, all rights reserved. There are risks involved with investing, including possible loss of
principal. There is no guarantee that the investment objectives of any fund or strategy will be met. Risk controls
and asset allocation models do not promise any level of performance or guarantee against loss of principal.

This material is provided for informational purposes only and does not constitute a recommendation of any
investment strategy or product described herein. This information is not intended as investment advice and does
not take into account an investor's individual circumstances. Opinions expressed herein are subject to change at
any time without notice. Information has been obtained from sources believed to be reliable, but its accuracy
and interpretation are not guaranteed.

Northern Trust Global Investments (NTGI) comprises Northern Trust Investments, N.A., Northern Trust Global
Investments, Limited, Northern Trust Global Investments Japan, K.K., the investment advisor division of The
Northern Trust Company and Northern Trust Global Advisors, Inc. and its subsidiaries.

© 2007.

Information intended for use with U.S. investors only.

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not
intended to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed
by law. For more information about this notice, see http://www.northerntrust.com/circular230.

@ Northern Trust

page 3




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


