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In your company I'm not thinking of
problems are showing | layoffs!

up. How do you react?

WestLB AG Extra-Financial Research June 2007 page <N°>
Herzogstral3e 15 Garz/Gerdes
40217 Dusseldorf




Our FAIRE conference note — a working paper

® Our note, which we have prepared for the FAIRE conference 2007 in Paris, is the
preliminary version of a more comprehensive study that we plan to publish before the
end of Q3.

M This will include, besides a general descriptive analysis of the issue:

= sector-specific rankings of European companies measuring their relative
preparedness for the demographic challenge;

= simulation analyses (case studies) based on the employee age profiles of specific
companies;

= snapshot evidence of the attitudes of DAX and MDAX companies to issues relating to
ageing workforces in Europe (based on our survey);

= examples of good practice, from which we will derive a catalogue of recommended
management actions to make Europe’s ‘ageing companies’ fit for the future.
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The demographic trap
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Source Federal Bureau of Statistics, Wiesbaden (2006)

B Ageing societies...
Declining birth rates combined with rising life expectancy is causing a continuous shift in
societies’ age structures

M ...cause ageing workforces
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WestLB'‘s ,Human Capital Challenge Preparedness®

(HCCP) indicator

® Within our rating system HR issues are captured by indicators that reflect diversity
iIssues, health and safety incidents, discrimination issues, conditions of employment,

employee satisfaction and the intensity of staff training.

B To assess companies’ approach to human capital we have developed a ‘Human
Capital Challenge Preparedness’ (HCCP) indicator.

HCCP indicator - best and worst companies in Europe (DJ STOXX600)

Rank Company

ICB sector level 3 Country HCCP score
1 HBOS Banks United Kingdom 3.60
2 Numico Food Producers Netherlands 3.24
3 Essilor Health Care Equipment & Services France 2.99
453 Wincor Nixdorf AG Softw are & Computer Services Germany -1.80
454 DSV Industrial Transportation Denmark -1.97
455 uCB Pharmaceuticals & Biotechnology Belgium -2.22
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HCCP indicator — country and sector overview

HCCP indicator — country overview...
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Company survey: 'corporate ageing’ — the results (1)

M Striking result: There seems to be a significant gap between perception and
awareness on the one hand, and careful consideration and implementation on the
other.

Significance of the issue of ‘corporate ageing’ for competitiveness and strategic planning
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Company survey: 'corporate ageing’ — results (2)

B Addressing the demographic challenge in HR management
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B Companies give the politically correct answer, but are they actually delivering on it?

B And anecdotal evidence and our ‘Human Capital Challenge Preparedness’ (HCCP)
indicator leave us with some doubts about the adequacy of programs in place.
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Company survey: 'corporate ageing’

B What do the employee age profiles of listed companies look like? Can we confirm
that they are distorted? How do HR managers assess future developments on the
recruitment front? What strategies do they have to meet the demographic

challenge?

B To get the answers we have conducted a survey of exchange-listed German

large- and mid-cap companies (DAX and MDAX).

M 15 of the 67 companies have answered our detailed questionaire on the age

profiles of the local workforces.

B 17 companies (a 25.4% response rate) gave us answers to the five qualitative

guestions on the subject of corporate ageing and HR management.
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Forcasting & managing employee age structures — a
simulation approach

B Does the age structure of a company have measurable effects on the
competitiveness and the value of a company?

B If there are effects, are these rather opportunities or risks?

B Can we define types of age structures and if so what actions are to be
taken on each of them?

B |s ageing a threat to the competitiveness and the value of a company?
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Defining basic age structure types

1. Balanced structure: pretty boring, but ...
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Defining basic age structure types

2. By far more thrilling, because constantly changing, the unbalanced Structure:
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Unbalanced age structures

Running through atypical age structure (life) cycle:

Four major states - (1) Youth clustered
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Unbalanced age structures

(2) Middle-age clustered
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Unbalanced age structures

(3) Old-age clustered
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Unbalanced age structures
and (4) Twin Peaked
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The BCG product life cycle matrix, applied to
the typical age profile cycle of ‘unbalanced companies’

Youth-clustered Twin-peaked
(“Stars”) (“Question marks”)
c
9
©
>
e
= Middle-age-clustered Old-age-clustered
(“Cash cow s”) (“Poor dogs”)
2
2
high low "
Flexibility

Source H-Faktor, BCG, WestLB Research
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Characteristics of the four types of age profiles, and the challenges for HR management that they imply

Type Features Need for action by HR management
Youth-clustered s Highly up-to-date know-how s  Prevention {use of personal protection equipment)
(‘stars’) s High level of flexibility s Horizontal career planning

s High level of commitment s  Implementation know-how

s High level of mobility (including external) s  Target-based commercial activity

s Career-orientated s  Frequent short-term absence dueto sickness
Middle-age-clustered s Balance between up-to-date knowledge (e.g. new s  Growing need for training

('cash cows’)

technology) and implementation know-how

High level of efficiency and willingness to perform
Balance between performance requirements and
performance capacity

Very good health statistics

Assurance of flexibility by way of changing
requirements

Growing need for health prevention

Avoidance of failureto use full individual potential due
to the pure routine nature of work

Alternative career paths

Old-age-clustered s  Good routine knowledge s  Awvoidance of productivity reductions
(' Poor dogs') s Often have expert knowledge in highly specific fields s  Performance-appropriate deployment
s Pronounced and strong informal contacts s  Protection and use of informal knowledge
s Tendency towards 'experience-based know-how' s  Transfer of expert knowledge within the organisation
» High level of loyalty to employers
Twin-peaked s Polarisation of the workforce between young and old s  Team-building measures
(' Question marks') s  Mix consisting of the features of both groups s  Protecting know-how and inter-generational transfer of
(see above) know-how
s  HR recruitment at a high level that will declinein the
course of the next fiveto 10 years
Source H-Faktor, WestLB Research
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Results

For all companies analyzed in this study as well as for all companies we
analyzed in our consultancy projects we can say:

B All companies we know do have this order of cyclic changes

B Which means in reverse, of course, that no company was balanced.
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Results

Noticeable:

B These cycles show a strong similarity to the Product-life-cycle theory
(PLC) of the Boston Consulting Group.

B We did find in reality that there is a frequent connection of the State
of the age structure a organizational unit is in with the state of the
PLC of the product / service, this unit is dealing with.
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Conclusions

Balanced Model:

WestLB AG
Herzogstral3e 15
40217 Dusseldorf

From the structural analysis’ point of view extremely boring
From the economics' point of view very interesting

One stable State. The age structure becomes a ceteris paribus
condition as well as the related processes

The company gets the chance to ride the learning curve very
effectively
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Conclusions

Unbalanced Model:

B We did find cycles of typical states.

B These states can be predicted.

B There are typological states of the age structure and typical actions
that fit these states.
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Conclusions

Notice:

B Actions and initiatives taken in human resource management need at
least five years to come to effect.

B You have to act proactively.

B Ageing is a process that is not a thread but a determining factor. You
can take influence on the age structure of a company as well as on the
fit of the organizational structure and processes to deploy the age
structure
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Thank You!
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Disclaimer

Important Notice

Regulator: WestLB AG is authorised and regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht and by the Financial Services Authority. It is regulated by the Financial Services Authority for the conduct of UK business.

Disclosures of potential conflicts of interest relating to WestLB AG, its affiliates and subsidiaries (together “WestLB") as required by regulatory authorities can be accessed at http://www.westlb.de/disclosures eq en or obtained by writing to the Compliance Department
at one of the addresses above.

WestL B Equity Research: Distribution of ratings as of 09 January 2007

Coverage universe Count Percent Inv. Banking Relatiorships™ Count Percent
Bury/Add 145 34 Buy/Add 42 63
Haold 5 35 Hald 21 31
Sell/Reduce 29 11 SellfReduce 4 5

The views expressed in this research report accurately reflect the research analyst’s personal views about any and all of the subject securities, financial instruments and issuers. No part of the research analyst's compensation was, is or will be
directly or indirectly related to the specific recommendations or views expressed by the research analyst (or analysts) responsible for the content in the report.

The remuneration of WestLB Research Analysts is not related to specific investment banking transactions. It is in part linked to the overall profit made by the firm, which includes the profit of the Investment Banking Department.
WestLB's investment recommendations are kept under continuous review. It follows that no date can be given for the next update of the conclusions of this report.

Conflicts of interest

WestLB's Policy on Management of Conflicts of Interest in Research (the Research Policy) is available at http://www.westlb.de/research _policy en. This report complies with the Research policy.

Valuation and Risk assessment; Recommendations

Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this
fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment.

Whichever valuation method is used there is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s products. Such demand
variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, in certain industries, in regulations. Investment in overseas markets
and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, political and social conditions. This discussion of valuation methods and risk factors is not comprehensive — further information is available if
required.

Stock ratings are based on the analyst's expectation of the stock’s total return relative to the total return from the relevant market during the twelve months following assignment of the rating. This view is based on the target price, set as described above, and on the
analyst's opinions on general market and economic developments.

Within that overall framework, a Buy rating means that the total return from the stock is expected to exceed the total return from the market by at least 20%; Outperform means between 10% and 20% better than the market; Neutral means movement between 0% and a
positive 10% above the market mean; Underperform means between 0% and 10% underperformance relative to the market; Sell means the stock is expected to return at least 10% less than the market.

Distribution and Use of Report

This research report has been prepared by a research department of WestLB AG. If this report is being distributed in the United States, such distribution is made by WestLB Securities Inc. ("WSI"), a licensed broker/dealer regulated by the Securities Exchange
Commission and NASD Regulation Inc. WSl accepts responsibility for its contents subject as stated below. Any U.S. person who desires to effect transactions in any security discussed in this report should write or call to WSI, 1211 Avenue of the Americas, New York,
NY 10036, phone (212) 403-3900, fax (212) 403-3939. Communication in the United Kingdom is by WestLB AG London Branch. In the United Kingdom this report is available only to investment professionals, not private customers, as defined by the rules of the
Financial Services Authority. Individuals who do not have professional experience in matters relating to investments should not rely on it.

This report is for information purposes only. The information contained herein has been obtained from sources believed by WestLB AG and WSI to be reliable, however no guarantees, representations or warranties are made as to its accuracy, completeness or
suitability for any purpose. Any opinion or estimate expressed in this report reflects the judgement of the author or authors on the date of this report and is subject to change without notice. The past performance of securities or financial instruments is not indicative of
future results. No assurance can be given that any portfolio or investment described herein would yield favourable investment results. This material is not intended as an offer or solicitation for the purchase or sale of any security, financial instrument or any other action
and will not form the basis or a part of any contract.

Further information may be obtained from your usual contact within West LB AG. No part of this publication may be copied or redistributed to persons or firms other than the authorised recipient without the prior written consent of WestLB AG or WSI. The manner of
distributing this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document may come are required to inform themselves of, and to observe such restrictions.

WestLB AG London Branch is a member of the London Stock Exchange and of the International Capital Market Association.
Copyright: 2007 WestLB AG. Al rights reserved.
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