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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).

'(\,’I'S"Haéﬁﬂ;e”t 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

Northern Trust Main Market of the London Stock Exchange on 14 March 2007.
International Fund

Administration Services
(Guernsey) Limited
(“Northern Trust”)

Administrator:

Total Assets

1,2

Corporate Broker: $2,185 mm

J.P. Morgan Securities

Ltd.

Listings:

London Stock Exchange

(Premium Listing)

NASDAQ Dubai - USD

Class (Secondary listing)

Bermuda Stock

Exchange (Secondary

listing)

Summary BH Macro Limited NAV per Share (as at 30 September 2013)

Information Share Class | NAV (USD mm) | NAV per Share
USD Shares 543.0 $20.35
EUR Shares 190.8 €20.50
GBP Shares 1,451.5 £21.08

BH Macro Limited NAV per Share % Monthly Change

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

2007 010 [ 090 | 015 | 229 | 256 | 311 | 592 | 0.03 | 296 | 0.75 | 20.27

2008 9.89 | 6.70 | -2.79 | -2.48 | 0.77 | 2.75 113 | 075 | -3.13 | 2.76 | 3.75 | -0.68 | 20.32

2009 5.06 2.78 117 0.13 3.14 | -0.86 1.36 0.71 155 1.07 0.37 0.37 | 18.04

2010 | -0.27 | -1.50 0.04 1.45 0.32 138 | -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 0.34 345 | -0.10 | -3.05 | -0.83 | -1.55 0.03 1.48
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EUR 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 | -0.82 133 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 1.25 138 | -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 | 12.84
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 0.31 334 | -0.10 | -2.98 | -0.82 | -1.55 0.01 1.43

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

2007 0.11 0.83 0.17 2.28 2.55 3.26 5.92 0.04 3.08 0.89 | 20.67
2008 | 10.18 6.86 | -2.61 | -2.33 0.95 291 1.33 121 | -2.99 284 | 423 | -0.67 | 23.25
2009 5.19 2.86 118 0.05 3.03 | -0.90 1.36 0.66 155 1.02 0.40 0.40 | 18.00
2010 | -0.23 | -1.54 | 0.06 1.45 0.36 1.39 | -1.96 1.23 142 | -0.35 | -0.30 | -0.45 1.03
2011 0.66 0.52 0.78 0.51 0.59 | -0.56 2.22 6.24 | 0.39 | -0.73 1.71 | -0.46 | 12.34
2012 0.90 0.27 | -0.37 | -0.41 | -1.80 | -2.19 2.38 1.01 195 | -0.35 0.94 1.66 3.94
2013 1.03 243 0.40 342 | -0.08 | -2.95 | -0.80 | -1.51 0.06 1.85

ASC 820 Asset Brevan Howard Master Fund Limited
Valuation

Cat isation* Unaudited Estimates as at 30 September 2013
ategorisation

% of Gross Market Value*

Level 1 65
Level 2 35
Level 3 0
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Performance Review During the month, the Fund made some profit in equity macro trading, in non-USD

Market Review and
Outlook

interest rates trading and in credit. Some losses were suffered in FX trading and, to lesser
extent, in USD interest rate trading and in interest rate volatility 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
September| -0.06 -0.08 -0.05 0.14 -0.01 -0.06 0.15 -0.01 0.03
Q1 2013 2.90 0.22 0.06 0.11 0.07 0.07 0.25 0.02 3.71
Q22013 1.68 -0.33 -0.08 -1.00 -0.01 -0.13 0.17 -0.03 0.20
Q3 2013 -1.86 -0.47 -0.17 0.02 -0.05 0.03 0.19 -0.05 -2.34
2013 YTD 2.69 -0.58 -0.19 -0.87 0.01 -0.04 0.61 -0.06 1.48

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

The Federal Reserve decided to keep policy unchanged in September, a move that
surprised markets that were expecting a small cut in the monthly pace of asset
purchases. The decision to postpone so-called tapering suggests a more dovish
monetary policy reaction function, an impression that was enhanced by Chairman
Bernanke’s post-meeting press conference. After having laid the ground work in May for
tapering (“in the next few meetings”) and presenting in June a roadmap for the path of
tapering (ending asset purchases “in the vicinity of 7%” unemployment rate), Bernanke
backed off in September. He said tapering may or may not start this year (“possibly later
this year”) and that there was “not any magic number” for when asset purchases would
end. We believe that the pace of asset purchases will depend not only on developments
in the labour market, but also whether growth and inflation are picking up along the lines
of the Fed’s forecasts.

The decision to pass on tapering looked prescient given the rapid deterioration in
negotiations in Congress over the budget and debt ceiling, which culminated in a partial
shutdown of the Government as the month ended. The Government shutdown will
subtract from growth in the fourth quarter both through its direct impact and indirect
impact on confidence, which slid steadily as the battle heated up. Given the Fed’s more
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dovish reaction function, it seems likely that tapering will be postponed until there’s better
visibility about how the Government shutdown affected the economy.

Turning to the macro outlook, the data in September were mixed. On the one hand,
survey evidence pointed to acceleration in manufacturing and non-manufacturing activity.
On the other hand, the employment report was a little disappointing. Job gains were
below consensus expectations and were revised notably lower in the prior months.
Subsequently, initial claims for unemployment insurance made new lows, so it appears
the positive trajectory in the labour market is, nevertheless, intact. On the inflation front,
core prices accelerated. Although the year-over-year change in core PCE prices is an
anemic 1.2%, the three-month change moved up at an annual rate of 1.75%, a rise that
helps assuage worries about further disinflation.

EMU

The EMU unemployment rate stabilised over the summer at around 12.0%, along with the
improvement of the pace of activity towards potential growth. Following several months of
improvement in consumer confidence, EMU retail sales rose strongly in August. The level
of retail sales is still much lower than its 2007-08 peak but the pace of the improvement is
encouraging for private sector consumption in the third quarter. Industrial production
undershot until July and there has been further progress in business confidence: August
numbers will have to show if actual numbers are catching up with surveys, which
continued to improve in September. Euro area HICP inflation declined to 1.1% yl/y in
September: the lowest level since February 2010, providing further evidence of the on-
going disinflationary trends in the euro area. Still, at its October meeting, the ECB did not
take any action to enforce its forward guidance.

Meanwhile, banks in the euro area have continued to repay funds that they borrowed
from the ECB long-term refinancing operation in late 2011 and early 2012. The
Parliamentary elections in Germany produced a clear victory to the incumbent Chancellor
Merkel and her CDU/CSU party union. However, and like in the previous elections four
years ago, the party that supported Merkel in the coalition government suffered a bitter
defeat. The outcome did not provide any obvious path for the negotiations on the new
coalition government, and the talks are expected to last several weeks. In lItaly, the
Government was able to surpass the tensions linked to the expulsion from the Senate of
the leader of the centre-right party, a member of the ruling grand coalition.

UK

Growth indicators over the past month eased back only slightly after a pronounced
improvement since the turn of the year. We think there have been two factors behind the
improvement. First, the housing market has been responding to the Funding for Lending
Scheme - there is a renewed availability of higher LTV mortgages, and an increase in the
Government’s “Help to Buy” equity loans for new housing. This should lead to a sustained
recovery in residential investment from depressed levels, and a pick-up in the retail
sectors that are most closely related to residential investment. Second, the improvement
in EMU growth has lessened one of the key UK headwinds, via better exports and
improved sentiment, due to a reduction in perceived tail-risk. Some of the response to this
reduced tail-risk takes the form of a burst of activity to catch up with investment plans that
were delayed last year. Growth during the burst is likely to be higher than is sustainable
on a medium-term basis. Any sustainable medium-term recovery is going to have to be
based on improved productivity growth, which we are starting to see. A productivity-led
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recovery is likely to feature only moderate employment growth, so this is unlikely to be a
strong underpinning of consumption going forward. Wage growth, on the other hand,
should at some point rise to match the better productivity performance. Only when that
happens can we expect a sustainable pick-up in consumption growth, which has so far
has been entirely underpinned by a fall in the savings rate, with real incomes still
stagnant. An investment and export led recovery looks a more plausible prospect now,
but quantitatively this is unlikely to be large enough to sustain growth near its rapid third
quarter pace.

Against this background of improved growth momentum, and with the Bank of England’s
(“BoE”) forward guidance framework now in place, there has been no need for further
policy action in either direction. BoE communication has therefore simply focused on
explaining the forward guidance framework. MPC members are divided about the extent
to which higher short term market interest rates have been an overreaction, or simply an
appropriate response to better data. We now expect the BoE to refrain from further policy
action, until either (1) front end yields move up to such an extent that they endanger the
recovery; or (2) the data weakens sharply in response to a global shock.

Japan

As expected, Prime Minister Abe announced his intention to implement the consumption
tax hike as scheduled in April. To reduce some of that fiscal drag, the Government
unveiled a ¥5 ftrillion economic stimulus program. Payments to low-income households
and public-works construction should provide a partial offset to the consumption tax
increase. Corporate tax reform is also under consideration. Permanent cuts to the
corporate income tax rate should help the economy, though their benefits start small and
mount over time. Moreover, there is no expectation that they’ll be implemented before
2015. We think the benefits of eliminating a special corporate tax to fund earthquake
reconstruction a year early would only be fairly modest and a decision is expected in
December. Structural reform is the most important arrow and in that regard we note the
Abe administration hasn’t rolled out more specific reform proposals. So far, the
Government appears fairly reliant on the Trans-Pacific Partnership talks, over which they
have only partial control.

The Bank of Japan could provide further support to the economy, but with the recent
indicators continuing to co-operate, there’s little reason to expect a further shift in policy
soon. On a 12-month basis, core inflation has moved up to 0.8%. Energy prices have
contributed significantly to the recent acceleration, but the western core measure, which
excludes food and energy, has been rising at a 0.1% monthly clip on a seasonally
adjusted basis for the last half year. Household price expectations over the coming year
have continued to improve after stepping up notably earlier in the year. Economic activity
also continues to move ahead. Real GDP growth in the second quarter was revised up to
show a 3.8% gain (annual rate), following a 4.1% increase in the first quarter. The latest
Tankan Survey indicates further improvement in business conditions among large
manufacturers in the third quarter: at +12, the reading is at its highest level since 2007
and fourth-quarter expectations remain solid.
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China

September economic data released thus far appears mixed after a strong August. The
official manufacturing PMI inched up 0.1 point, to 51.1, lower than the market expected
and previous seasonal increases. At the same time, the HSBC manufacturing PMI rose
0.1 points to 50.1 in September, also below consensus and with the Orders/Inventories
ratio showing some deterioration and suggesting that the manufacturing sector in
September grew at a slower pace than in August. The official non-manufacturing PMI
jumped by 1.5 points, the highest level in 6 months, but with mixed data, this suggests
that the September spike may be temporary. Indeed, the HSBC services PMI fell in
September.

The pace of property prices in 100 cities is accelerating: in September they increased by
1.1% m/m, the quickest since March 2009. CPI inflation is still mild but y/y growth seems
to be on an upward trend. China has officially launched the Shanghai Free Trade Zone
aimed at exploring the impacts of reforms in both the financial and the services sector.
Moreover, the People’s Bank of China (“PBOC”) unveiled steps towards interest rates
liberalisation. Simultaneously, the PBOC maintained its neutral monetary policy stance
and continues to keep money market rates stable.

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