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Overview

BH Macro Limited (“BHM”) is a closed-ended investment company, registered and
incorporated in Guernsey on 17 January 2007 (Registration Number: 46235).

BHM invests all of its assets (net of short-term working capital) in the ordinary shares of
Brevan Howard Master Fund Limited (the “Fund”).

BHM was admitted to the Official List of the UK Listing Authority and to trading on the
Main Market of the London Stock Exchange on 14 March 2007.

Total Assets: $2,197 mm™?

BH Macro Limited NAV per share (estimated as at 31 May 2013)

Share Class NAV (USD mm) NAV per Share

USD Shares 610.9 $21.48
EUR Shares 195.8 €21.62
GBP Shares 1,390.5 £22.21

BH Macro Limited NAV per Share % Monthly Change

LSJ: :res Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2007 - - 0.10 0.90 0.15 2.29 2.56 3.11 5.92 0.03 2.96 0.75| 20.27
2008 9.89 6.70| -2.79| -2.48 0.77 2.75 113 0.75| -3.13 2.76 3.75| -0.68| 20.32
2009 5.06 2.78 117 0.13 3.14| -0.86 1.36 0.71 1.55 1.07 0.37 0.37| 18.04
2010 -0.27| -1.50 0.04 1.45 0.32 1.38| -2.01 121 150| -0.33| -0.33] -0.49 0.91
2011 0.65 0.53 0.75 0.49 0.55| -0.58 2.19 6.18 0.40{ -0.76 1.68| -0.47| 12.04
2012 0.90 0.25| -0.40( -0.43| -1.77| -2.23 2.36 1.02 1.99| -0.36 0.92 1.66 3.86
2013 1.01 2.32 0.34 3.45| -0.17* 7.10*
EUR

Shares Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2007 - - 0.05 0.70 0.02 2.26 2.43 3.07 5.65| -0.08 2.85 0.69| 18.95
2008 9.92 6.68| -2.62| -2.34 0.86 2.84 1.28 0.98| -3.30 2.79 3.91| -0.45| 21.65
2009 5.38 2.67 1.32 0.14 3.12| -0.82 1.33 0.71 1.48 1.05 0.35 0.40| 18.36
2010 -0.30| -1.52 0.03 1.48 0.37 1.39| -1.93 1.25 1.38| -0.35| -0.34| -0.46 0.93
2011 0.71 0.57 0.78 0.52 0.65| -0.49 2.31 6.29 0.42| -0.69 1.80| -0.54| 12.84
2012 0.91 0.25| -0.39| -0.46| -1.89| -2.20 2.40 0.97 1.94| -0.38 0.90 1.63 3.63
2013 0.97 2.38 0.31 3.34| -0.17* 6.98*
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(;?;es Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2007 - -| o011 o083 o017 228 255 326 592 004 308 089 2067
2008 10.18| 6.85| -2.61| -233| 095 291 133 121 -299| 284 423 -067| 2325
2009 519/ 286/ 118/ 005/ 303 -090| 1.36| 066 155/ 1.02| 0.40| 0.40| 18.00
2010 -0.23| -1.54| 0.06| 145/ 036 139 -1.96| 1.23| 142 -035| -0.30| -0.45/ 1.03
2011 066/ 052 078 051 059 -056| 222| 624 039 -0.73] 1.71| -0.46| 12.34
2012 090/ 027 -037| -041| -1.80| -219| 238/ 1.01| 195/ -0.35| 094 166 3.94
2013 1.03| 243| 040 3.42| -0.15 7.28*
ASC 820 Asset Brevan Howard Master Fund Limited
Valuation Unaudited Estimates as at 31 May 2013
Categorisation* % of Gross Market Value*
Level 1 62
Level 2 38
Level 3 0
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Performance Review During the month, the Fund generated gains mainly in macro FX trading and to a lesser

Market Review and
Outlook

extent in interest rates volatility trading and in USD interest rates trading. Losses were
suffered mainly in European interest rates trading.

Monthly, quarterly and annual contribution (%) to the performance of BHM USD
Shares (net of fees and expenses) by strategy group

Macro Rates FX EMG Equity |Commodity| Credit Systematic | TOTAL
May 0.46 -0.38 0.08 -0.33 0.01 -0.03 0.08 -0.06 -0.17
Q1 2013 2.90 0.22 0.06 0.11 0.07 0.07 0.25 0.02 3.71
QTD 3.18 0.13 -0.01 -0.20 0.04 -0.14 0.31 -0.02 3.28
2013 YTD 6.18 0.36 0.05 -0.10 0.10 -0.08 0.56 0.00 7.10

Methodology and Definition of Monthly Contribution to Performance:

Attribution is approximate and has been derived by allocating each trader book in the Fund to a single category.
In cases where a trader book has activity in more than one category, the most relevant category has been
selected.

The above strategies are categorised as follows:
“Macro”: multi-asset global markets, mainly directional (for the Fund, the majority of risk in this category is in

rates)

“Rates”: developed interest rates markets

“FX”: global FX forwards and options

“EMG”: global emerging markets

“Equity”: global equity markets including indices and other derivatives
“Commodity”: liquid commodity futures and options

“Credit”: corporate and asset-backed indices, bonds and CDS
“Systematic”: rules-based futures trading

Market Commentary
us

Federal Reserve officials hinted in May about slowing the pace of asset purchases. The
time frame was variously described as “in the coming months”, “the next three or four
months” and “in the next few meetings”. This timing puts the focus on the Federal
Reserve’'s September meeting, which was sooner than investors had anticipated.
Combined with evident disappointments coming from policy makers in Japan and the
eurozone, the recalibration of expectations about global monetary policy unsettled
markets, severely in some cases.

Apart from the volatility in financial markets, the economy has advanced at a trend-like
pace in the first half of the year. Real consumption spending appears to be rising at a
steady, if modest, pace in the current quarter, after having risen briskly in the first quarter.
Business investment looks tepid but housing investment is growing at a double-digit rate.
The external sector is set to subtract from growth because of weak demand for US
exports. Reduced government outlays continue to exert a drag on growth.

The resilience of private demand growth in the face of substantial fiscal tightening may
signal greater underlying strength in the economy or perhaps a more delayed impact. |If
the former is the case, then the economy should gradually strengthen as the year
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progresses; if the latter, then the economy would falter.

The most encouraging news has been in the labour market, where payroll employment
has averaged nearly 200,000 per month over the last six months. Although the
unemployment rate ticked up to 7.6% in May, the participation rate rose for the first time
this year. That is a positive signal that more people are looking for work.

Core inflation of 1.1% on a year-over-year basis is near record lows, a potential cause for
alarm. Much of the decline in inflation seems to reflect the pass-through of lower energy
and commodity prices. If that interpretation is correct, then core inflation should stabilise
once the price shocks are reflected in lower prices for goods and services such as
clothing and airfares.

EMU

Data released in May showed that industrial activity and sentiment in the euro area
surprised mostly to the upside, while disinflationary trends are becoming more
entrenched. The Composite EMU Manufacturing PMI bounced in May, to its highest level
since February 2012, though it remains subpar. This month, the improvement of the PMI
concerned the periphery even more than the core. Still, the output gap is large and
growing: the euro area jobless rate climbed to 12.2%, as the rise in joblessness was
broad-based, spreading to Germany. In May, euro area HICP (Harmonised Index of
Consumer Prices) inflation rebounded slightly from the low 1.2% year-on-year reached in
April, due to the unwinding of the early Easter effect, with core inflation remaining slightly
above 1%. Broad money aggregates have been showing moderate acceleration over the
past few months. However, this has still failed to translate to bank lending where the
dynamics have weakened further, particularly on the corporate lending side.

The ECB decided to leave interest rates unchanged in its June policy meeting. The
introductory statement contained similar dovish elements to May’s statement, but in the
press conference following the meeting, President Draghi took a surprisingly more
hawkish tone, which unsettled financial markets. The ECB has gradually distanced itself
from initiatives to support bank lending directly and has instead focused its effort on an
Asset Quality Review which it intends to perform on banks which are due to enter the
Single Supervisory Mechanism. By clearing a bank’s balance sheets from problematic
assets, the ECB hopes to stimulate bank lending on a sustainable basis.

German Chancellor Merkel and French President Hollande held a Summit meeting and
issued a written statement summarising their agreements. The statement acknowledged
that any bank recapitalisations that involve legacy assets would have to be done using
national resources (and first private resources before resorting to public funds). The two
leaders also indicated that at a later stage, independent bank resolution could be
organised under the umbrella of the European Stability Mechanism. The statement also
re-introduced some aspects of the van Rompuy initiatives from last year, signalling that
limited joint liabilities could be possible in association with contracts that govern the
implementation of structural reform in individual member states.

The EU Commission also announced revisions to the stability programme fiscal targets,
granting Spain, France and the Netherlands extra time to hit the targets. Italy, which has
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announced it intends to stick with the current targets, was removed from the EU
excessive deficit procedure, which opens the door for Italy to qualify for EU structural
investment funds. The ltalian government also announced that it intends to repay up to
€40 bn in arrears to the private sector in the current year as well as next year.

UK

Activity data over the past month has continued to improve. Business surveys have
moved up further across all major sectors, and it appears as if second quarter GDP
growth will be as strong or stronger than the first quarter. The housing recovery, which
was just tentative at the start of the year, is gaining momentum: price indicators,
especially activity indicators, are picking up sharply from low levels. Despite these
buoyant near-term indicators, it is difficult to see how momentum can improve much
further than it has already in the second half of 2013: real wage growth remains negative,
fiscal austerity continues, and the desired export-led recovery continues to be
undermined by weakness in euro area growth. We expect that the UK’s growth
performance will therefore remain somewhere between the US (growth around trend) and
the euro area (recession). There is no sustainable basis yet for expecting the UK’s growth
performance to return to trend, let alone above trend.

Despite the weakness of the economy, core CPI remains somewhat resilient. However,
the downward pressure from spare capacity on prices is abundantly clear in the labour
market, where already subdued wage inflation has fallen further. Wages have stagnated
in most sectors, in other words, zero nominal wage growth.

The Bank of England’s QE programme has been on hold for the past year. Further easing
has been attempted via the Funding for Lending Scheme launched last summer, and
extended earlier this year. The impact on bank funding costs and on loan rates has been
marked, but the impact on lending volumes remains patchy. Net new mortgage lending
and corporate lending remains close to zero. Only household unsecured credit has shown
some signs of improvement. The government’s Help to Buy scheme, launched on 1 April
this year, has reportedly been successful in boosting purchases of new build properties.
While the UK’s growth momentum is improving, the outlook remains below what incoming
Governor Carney has called “escape velocity”. Furthermore, weakening underlying
inflation pressure creates even more room for additional policy actions. We expect new
policy initiatives to centre on guidance on future policy rates, as well as further initiatives
to restore UK banks to health.

Japan

Abe and the Bank of Japan (“BoJ”) face their first significant challenge to their attempt to
shift expectations from Japan’s deflationary equilibrium. After topping out on 22 May -
marked by US Federal Reserve Chairman Bernanke’'s suggestion that the Federal
Reserve could slow its pace of asset purchases - the yen began to appreciate against the
dollar, the Nikkei swooned, and long-term yields shifted up notably. The last three weeks
did not wipe out earlier gains, but these adjustments affect inflation forecasts and raise
questions over the government’s ability to easily shift expectations.
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At its latest meeting in June, the BoJ shrugged off the sharp market moves. Although it
discussed extending the length of its fixed-rate operations and considered increasing its
bond purchases, the BoJ chose to stand put, arguing that markets are likely to stabilise
with the economic recovery. The immediate market response was negative. We do not
think that the June meeting sets a fixed precedent of inaction, but it does show that the
definition of doing “whatever it takes” is not necessarily the monetary-policy equivalent of
the use of overwhelming force. Along with earlier missteps over the details of its
government bond purchases, we believe that the BoJ has room for improvement in its
communications with the markets over its intermediary goals and reaction function.

Against the complicated interplay between markets and policymakers, the economy
shows ongoing improvement. First quarter real GDP growth was revised up 0.1%
(quarterly rate) to 1.0%. Industrial production rose 1.7% in April, its fifth consecutive
increase. Tokyo core prices rose again in May, and inflation expectations in the May
Consumer Confidence Survey held onto April gains. Core inflation moved up 0.1% on a
seasonally adjusted basis in April, with bigger gains outside of food and energy (core
inflation in Japan excludes only the volatile fresh foods category). Some of the run up in
prices is not anticipated to be sustained in the coming months as sharp increases in items
such as motor vehicle insurance charges represent one-off adjustments at the start of the
fiscal year. Even so, the underlying trend appears to have shifted upwards.

China

In China, the majority of May economic data disappointed market expectations, but the
information was mixed. The HSBC manufacturing PMI fell below 50 for the first time since
October 2012, while the official manufacturing PMI showed an unseasonal rise. Foreign
trade growth slowed sharply, which was largely due to the correction on inflated data and
a high base effect. May new credit was lower than that of April and below consensus
estimates but, when adjusted for seasonality, it showed some acceleration on a
sequential basis. Intellectual property slowed, but both retail sales and fixed asset
investments also showed some improvement on a sequential basis. Overall, growth
remains subdued, but it shows some signs of stabilisation at low levels, albeit weaker
than embodied in consensus forecasts.

Inflation continues to decelerate. In May, CPI inflation eased due to a sharp decline in
vegetable prices, while PPI deflation accelerated. Property prices in the 70 cities
continued to rise in May, although at a slower pace.

On the policy front, China’s Premier Li has said that current growth is at a reasonable
level, especially the employment situation. Li also stated that China should utilise the
existing stock of money and credit, thus suggesting that further monetary easing is
unlikely, as the money stock is already high. This helps explain why the People’s Bank of
China has taken no action despite the interbank money market liquidity being tight since
late May.

Northern Trust International Fund Administration Services (Guernsey) Limited
Harry Rouillard +44 (0) 1481 74 5315
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