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BH Macro Limited Overview:

Manager: BH Macro Limited (“BHM”) is a closed-ended investment company, registered and
Brevan Howard Capital incorporated in Guernsey on 17 January 2007 (Registration Number: 46235).
'(Y"S:g\i[’)‘em LP 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.

Administrator:
Northern Trust
International Fund
Administration Services
(Guernsey) Limited
(“Northern Trust”)

Corporate Broker:
J.P. Morgan Securities
Ltd.

Listings:
London Stock Exchange
(Premium Listing)

NASDAQ Dubai - USD
Class (Secondary listing)

Bermuda Stock Exchange ~ Total Assets: $2,126 mm™?
(Secondary listing)

Summary Information  BH Macro Limited NAV per share (estimated as at 28 March 2013)

Share Class NAV (USD mm) NAV per Share

USD Shares 597.7 $20.78
EUR Shares 197.3 €20.94
GBP Shares 1,331.2 £21.49

BH Macro Limited NAV per Share % Monthly Change

UsD

Shares Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2007 - -| 010] 090 015/ 229 256 311 592 003 296 075 20.27
2008 9.89| 6.70| -2.79| -248| 0.77| 275 113 075 -313| 2.76| 375 -0.68 20.32
2009 5.06| 278 117 013] 3.14| -086] 136/ 0.71] 155 1.07| 037 037 18.04
2010 -027| -1.50] 004 1.45 032 138 -201] 121} 150/ -0.33] -0.33] -049] 0091
2011 0.65| 053 075 049] 055 -058] 219 618 040/ -076] 168 -0.47| 12.04
2012 0.90| 025/ -040| -043| -1.77] -223] 236/ 102 199/ -0.36] 092| 166 3.86
2013 101| 2.32| 0.26* 3.62*
EUR

Shares Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2007 - - 0.05 0.70 0.02 2.26 243 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 0.37 139 -1.93 1.25 138 -0.35| -0.34| -0.46 0.93
2011 0.71 0.57 0.78 0.52 0.65| -0.49 231 6.29 0.42| -0.69 1.80( -0.54| 1284
2012 0.91 0.25| -0.39| -0.46| -1.89| -2.20 2.40 0.97 194 -0.38 0.90 1.63 3.63
2013 0.97 2.38| 0.23* 3.61*
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gﬁ;es Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2007 - -| o011 o083 017 228 255 326/ 592| 004/ 308 089 2067
2008 10.18| 6.85| -2.61| -2.33] 095 291| 1.33] 1.21| -299| 2.84| 423| -0.67| 23.25
2009 5.19| 286 1.18/ 005/ 3.03| -090 1.36/ 0.66| 155 102 040/ 040| 18.00
2010 -0.23| -1.54| 0.06| 145 0.36| 1.39| -1.96| 1.23| 142 -0.35 -0.30| -0.45| 1.03
2011 0.66| 052 078 051| 059 -056 222| 624/ 039 -073 1.71| -0.46| 12.34
2012 0.90| 027 -0.37| -0.41| -1.80| -2.19| 238 1.01| 195 -0.35| 0.94| 1.66| 3.94
2013 1.03| 2.43| 031* 3.80*

ASC 820 Asset Brevan Howard Master Fund Limited

Valuation Unaudited Estimates as at 28 March 2013

Categorisation*

% of Gross Market Value

Level 1 60

Level 2 40

Level 3 0
Fund Performance During the month, the Fund generated gains mainly in macro equity trading and, to a
Review lesser extent, in tactical asset swap trading. These gains were partially offset by small

losses in European directional rates trading and in interest rates volatility trading.
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Monthly and annual contribution (%) to the performance of BHM USD Shares
(net of fees and expenses) by strategy group

Macro Rates EX EMG Equity [Commodity| Credit Systematic | TOTAL
March 0.29 0.06 -0.08 -0.07 -0.01 0.04 -0.00 0.01 0.26
QTD 2.89 0.22 0.05 0.10 0.07 0.07 0.20 0.02 3.62
2013 YTD 2.89 0.22 0.05 0.10 0.07 0.07 0.20 0.02 3.62

Methodology and Definition of Monthly and Annual 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

The battle over the federal budget dominated the headlines in the US in March. In the
absence of a budget deal between the White House and the House Republican
leadership, the so-called sequester automatically imposed spending cuts of $85 billion
for the remainder of fiscal year 2013. According to estimates by the Congressional
Budget Office, the spending cuts (evenly split between defence and non-defence
discretionary categories) will reduce real GDP growth by 0.6 percentage points during
calendar year 2013. Due to the sequester and prior tax increases at the start of the
year, the economy’s expansion is expected to be vulnerable to fiscal austerity in the
short-term. Most analysts are predicting that growth will be around trend this year as
the underlying dynamism in the private sector is approximately offset by the fiscal
drag. However, looking farther ahead, we anticipate that the fiscal drag will diminish in
2014 as the economy adjusts to higher tax rates and the lower level of federal outlays.
As long as the private sector maintains its momentum, growth should accelerate
towards 3% for the first time during the expansion.

After an impressive string of gains in employment over the last six months, the March
jobs report was a disappointment. Job creation slowed noticeably and the supply side
of the labour market worsened as the unemployment rate declined as many
discouraged job seekers exited the labour force. Monthly changes in the data are
volatile and subject to significant revision so we should not overemphasize the signal
in any one release. Nevertheless, steady job creation over the next few months will be
crucial to avoid a repeat of the mid-year slowdowns that have hampered the recovery
in the last three years.

Monetary policy has played an outsized role in supporting growth and keeping inflation
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stable. With the uncertainty about the impact of fiscal austerity as well as the potential
for external shocks from Europe, it is likely that the Fed is going to continue to actively
support easy financial conditions. We expect asset purchases to last through at least
this year at a pace that is data dependent. In particular, the Fed would be expected to
reduce the pace of asset purchases in the face of an improvement in the outlook for
both the labour market and growth. If the contour of growth gradually improves, then
asset purchases could even be finished by the end of the year. At the same time, the
Fed wants to ensure that an end of asset purchases does not pull forward the market’s
expectations about rate hikes. Policymakers will try to minimise any misperceptions
that might lead to unwanted asset-market volatility with transparent communications
about the likely path of policy. In addition, the Fed appears increasingly willing to use
its balance sheet tools—including the timing and pace of asset sales—to ensure the
stability of long-term interest rates.

EMU

The EMU economy is experiencing a renewed slowdown into a deeper recession. The
EMU Composite PMI fell in March for the second consecutive month, from 47.9 to
46.5, more than 2 points below the January peak. At a country level the Composite
PMI fell everywhere with the exception of Italy. In particular, the Composite PMI fell
steeply in Germany, from 53.3 to 50.6, while in France it continued its precipitous fall,
from 43.1 to 41.9. These readings were a blow to the ECB, whose Iatest
macroeconomic projections - released only a month ago — look, once again, seriously
off-track. Unsurprisingly, in this environment, the unemployment rate in the euro area
hit a record high of 12.0% in February. Finally, HICP inflation ticked down to 1.7% yly,
maintaining its downward trend, while both money and credit dynamics remain weak.

In its April policy meeting, the ECB decided to leave the main refinancing rate
unchanged at 0.75%. However, the introductory statement at the press conference
was more dovish than in March, as the recovery scenario envisaged by the ECB is
now seen subject to downside risks. The forward guidance, introduced by President
Draghi in March, was repeated by stating that the monetary policy stance will remain
accommodative for as long as needed. This was clarified to mean that the full
allotment policy will remain in place as long as necessary. However, Draghi clarified
that this does not involve any explicit commitment in terms of possible rate cuts.

After a week of political brinkmanship, the Eurogroup and the Cypriot government
reached an agreement on the restructuring of the island’s largest banks. The deal
avoided a haircut on insured small depositors, but assigned a high levy on the large
depositors in the two largest domestic institutions, Laiki Bank and Bank of Cyprus.
After having been shut for several days mid-month, banks in Cyprus finally opened
amid strict capital controls. After the details of the deal started crystallising, it became
clear that the downsizing of the financial sector will have a significant additional
negative impact on the Cypriot economy for years to come.

UK

Recent data releases have been mixed, with manufacturing and construction
weakening while retail and services have held up better. Underlying growth seems to
be slightly positive, but first quarter growth is likely to be dragged down by a very poor
start to industrial production and construction. The three key headwinds in 2013 will
remain the same as those that prevailed in 2012: real wage growth remains negative,
fiscal austerity continues, and the desired export-led recovery continues to be
undermined by weakness in the eurozone, itself undermined by the eurozone’s own
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fiscal austerity and political uncertainties. We believe that the UK’s growth performance
will therefore remain somewhere between the US (growth around trend) and the
eurozone (recession). There is no basis yet for expecting a substantial improvement in
the UK’s growth performance. On the inflation front, the medium-term outlook remains
benign while core CPI remains resilient above 2%, despite the weakness of the
economy. However, the downward pressure from spare capacity on prices is
abundantly clear in the labour market, where already subdued wage inflation has
actually fallen further, now to below 1.5%.

The Funding for Lending Scheme (“FLS”), launched in July 2012, has had a beneficial
effect on bank funding costs which is now being transmitted to lower rates for
borrowers. However, the impact on lending volumes remains patchy. New mortgage
lending and corporate lending remains close to zero. Only household unsecured credit
has shown some signs of improvement.

The failure of the economic data to improve convincingly, the uncertainty about the
effectiveness of the FLS, and the resilience of core and headline inflation has resulted
in a split among the Bank of England (“BoE”) MPC members on whether further
stimulus is appropriate. A slim majority has resisted further quantitative easing at the
February, March and April meetings. In part, resistance to further QE has been
motivated by concerns that the sharp fall in sterling since the start of the year is not
only reflecting the UK’s need to rebalance towards exports — which we believe to be
justified — but also a perception by investors that the BoE’s commitment to price
stability is being watered down — which obviously worries policymakers. As we head
towards the May BoOE forecast, these uncertainties are not expected to be resolved in
one direction or another, and the policy decision is anticipated to come down to a finely
balanced judgment on how disappointing growth outturns have been, and how to
respond to resilient consumer price inflation with unusually weak wage inflation.

The March budget confirmed the government’s commitment to fiscal austerity despite
the continued growth disappointments. Weak growth has meant that the deficit is no
longer shrinking, and it is no longer expected to shrink over the coming year either.
The peak in government debt therefore continues to be revised upwards, and the point
at which the deficit is expected to close keeps getting revised further into the future.
The government sees no alternative. Talk of a more aggressive remit for the BoE did
not lead to any significant action: the government reconfirmed the existing remit, only
asking for more explicit communication from the MPC on the growth-inflation trade-off,
and asking the MPC to consider whether future guidance on policy based on
thresholds (similar to the Fed) could improve policy communication. When Governor
Carney arrives in July, he will have to balance his desire for monetary activism and
new policy tools with the restrictions of the current remit as well as with other MPC
members’ interpretation of that remit.

Japan

The move to a new Bank of Japan (“BOJ”) regime progressed smoothly in March.
Abe’s choices for the BOJ governors, Kuroda, Iwata and Nakaso were approved by the
Diet on promises of bolder monetary easing. Markets responded positively to the
appointments: the yen declined further against the USD to 94.22 at the end of March
versus 92.56 at the end of February. Domestic equities continued to fly, with the
Nikkei 225 rising 7% m-o-m. These trends will likely endure as the BOJ have adopted
an extremely aggressive monetary easing program during its 3-4 April meeting — the
first under the new leadership.

Structural reforms are also progressing. Most notably, Japan formally announced to
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join Trans-Pacific Partnership negotiations on 15 March. This received broad public
support — with the exception of protected sectors such as agriculture — as it shows the
government’s seriousness in improving the structure of Japan’s economy. Politically,
the Abe cabinet continues to enjoy high approval ratings, holding up at around 70%
according to various surveys. Abe has showed strong determination to win the upper
house election in July, which will keep his focus on producing an economic recovery.

Economic indicators are showing more signs of recovery. The Markit manufacturing
PMI continued to rise to 50.4 in March from 48.5 in February, and sequential
improvement of industrial production is at 2.5% m-o-m, which was stronger than
market expectations for February. The trade deficit also narrowed to ¥677bn in
February versus ¥1480bn a month earlier. However February CPl yoy% was still
negative at -0.7% versus market consensus -0.3%.

China

The Chinese economy is moderating again. Looking at the whole first quarter, growth
slowed meaningfully in sequential terms from above 9% in the last quarter of last year,
to below 7% in the first quarter of 2013, as the moderation in domestic demand
overwhelmed the robustness of exports. While the property sector is still firm, as
indicated by decent sales and property-related construction, other production sectors
show signs of softness. The softness of domestic demand is reflected in diminishing
inflationary pressures, which are subsiding outside the property sector. Indeed, the
People’s Bank of China (“PBOC”) survey showed some easing of inflation expectations
in the first quarter, the first time in a year. Moreover, the price indices of both the
manufacturing and the non-manufacturing PMI fell sharply in March, while CPI inflation
eased in March from 3.2% to 2.2% and the PPI remains in deflationary territory.
Property prices buck the trend and continue to increase at an accelerating pace.

The PBOC Governor has continued to advocate neutral monetary policy this year. The
PBOC is using large sterilisations of liquidity through Open Market Operations
("*OMQ”), as well as gradual appreciation of the renminbi to fight renewed capital
inflows. The PBOC has withdrawn a total of Rmb1.09tr through OMO since mid-
February, while the renminbi appreciated by 2.6% in the first quarter. Given the
ongoing rise in property prices but ongoing mild CPI inflation, the PBOC Governor
stated monetary policy will focus mainly on the CPI while differential credit policies will
be adopted to deal with property prices. About 35 cities have released a detailed
property price control target, and most local governments are aiming at property price
increases no larger than nominal GDP growth in 2013.

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