IMAP Specialist series: Let’s talk
Asset Allocation

Session 1 — How we look at AA
currently

Michael Karagianis —JANA Investment Advisors
Richard Rauch — First Sentier Investors

Series moderated by Jerome Lander, WealthLander A
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How to ask a Question
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Asset Allocation — “The Future Ain't What It Used To Be” £ First Sentier
. Investors
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Do not expectthe same market dynamics going forward

Source: Price-Earning Ratio: Robert Shiller, Yale University; Long-term interest rates: US Treasury 10 Year Constant Treasury Maturity as at 31 May 2021 4
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1990

November 1991
Australia'slast recession
in 1991 seesinterestrates
cut from 18% to below 5%

November 1994

The Reserve Bankof
Australia raisesinterest
rates aggressively as
economic growth quickens
to more than 5%/yr

1995

August 2008

Australian interest rates
are lowered sharply
through the Global
Financial Crisisfrom 7.5%

2005

November 2017

Interest ratesare left
unchanged at 1.5% for 34
months-the longest period
of interest rate stability in
Australia'shistory

2015

First Sentier
Investors

November 2020
Australian interest
rates lowered
again, to just 0.1%

March 2020
Concernsabout
the impactof
COVID-19 on
the economy
promptthe RBA
to slash interest
ratesto 0.25%

2020
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Rising bond yields

Eventually, the boy who cried wolf actually sees...a woltf!

Australian Commonwealth Government Bonds (Yield)
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Source: Bloomberg as at 3 June 2021
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Global IG UsD IG EUR IG AUS IG USD High USD High EUR High US Treasury | Euro Treasur Australia
Corporate Corporate Corporate Corporate Yield Yield BB-B Yield y v Treasury
Index Name Bloomberg  Barclays Barclays Bloomberg  ICE BofA US ICE BofA BB-B ICE BofA Euro Bloomberg  Bloomberg  Bloomberg
Barclays Global Global AusBond High Yield US HighYield High Yield BarclaysUS  Barclays Euro- AusBond
Global Aggregate Aggregate Credit O+ Yr Index Index Index Treasury Aggregate Treasury 0+ Yr
Aggregate Corporate Corporate Index Index Treasury Index
Corporate USD Index EUR Index Index
Index
Duration
(yrs) 7.34 8.11 5.35 3.93 3.91 4.09 3.45 6.96 8.51 6.77
Impact of 100bps yield increase
0%

-1%
-2%
-3%

-3.45%
-3.93% -3.91% -4.09%
5% :
6% -5.35%
7%
’ 6.96% 6.77%
-8% -7.34%

-4%
-8.11%

-9% -8.51%
Global IG Corporate USD IG Corporate EUR IG Corporate m AUS IG Corporate USD High Yield
® USD High Yield BB-B = EUR High Yield B US Treasury B Furo Treasury B Australia Treasury

Source: Bloomberg, ICE as at 31 March 2021
Assume immediate and parallel shiftacross yield curve



Inflation is key and picking up...but is it transitory? # First Sentier

Investors

Australian Inflation 0 US Inflation Expectations
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—— US 5yr Forward Expected Inflation Rate —— US 10-year BEI

Source: Bloomberg, ABS as at 31 March 2021; Federal Reserve Economic Data as at 31 May 2021 8
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This material has been prepared and issued by First Sentier Investors (Australia) IM Ltd (ABN 89 114 194 311, AFSL 289017) (Author). The Author forms part of First Sentier
Investors, a global asset management business. First Sentier Investors is ultimately ow ned by Mitsubishi UFJ Financial Group, Inc (MUFG), a global financial group.

This material is directed at persons w ho are professional, sophisticated or ‘w holesale clients’ (as defined under the Corporations Act2001 (Cth) (Corporations Act)) and has not
been prepared for and is not intended for persons w ho are ‘retail clients’ (as defined under the Corporations Act). This material contains general information only. It is not
intended to provide you w ith financial product advice and does not take into account your objectives, financial situation or needs. Before making an investment decision you
should consider, with a financial advisor, w hether this information is appropriate in light of your investment needs, objectives and financial situation. Any opinions expressedin
this material are the opinions of the Author only and are subject to change w ithout notice. Such opinions are not a recommendation to hold, purchase or sell a particular financial
product and may not include all of the information needed to make an investment decision in relation to such a financial product.

To the extent permitted by law, no liability is accepted by MUFG, the Author nor their affiliates for any loss or damage as a result of any reliance on this material. This material
contains, or is based upon, information that the Author believes to be accurate and reliable, how ever neither the Author, MUFG, nor their respective affiliates offer any w arranty
that it contains no factual errors. No part of this material may be reproduced or transmitted in any formor by any means w ithout the prior w ritten consent of the Author.

Copyright © First Sentier Investors (Australia) Services Pty Limited 2021

All rights reserved.
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JANA Views JANT&'

BEFTH wiTs SIFFIRENSE

Medium term asset class expected returns
significantly depressed
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Source: JANA SOLVE
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JANA Views JANT&'

BEFTH wiTs SIFFIRENSE

Resulting in much lower expected portfolio returns
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12



JANA

BEFTH wiTs SIFFIRENSE

Leading to a lower probability of meeting return
objectives

Moderate Assertive Aggressive Growth
Parameters
Investment horizon (years) 7.0 7.0 10.0 10.0
Investment objective CPl +2.0% CPIl + 3.0% CPI + 3.5% CPl + 4.0%
Risk Return (first year)
Expected nominal return 3.1% 3.6% 4 3% 4 3%
Expected volatility/standard deviation 6.0% 7.8% 9.9% 11.9%
Performance against Objectives
f’r;tzl-j;jlpit}' of meeting return cbjective in the 43 3% 47 59 44 5% A5 4%,
!:"rnbalzilit'_f of I'II'IEE‘ti"Ig return objective over 33 79% 31 79% 35 0% 37 7%
investment horizon
Probability of negative return in the first year 30.0% 32.0% 33.0% 34.1%
E;?izzlflility of negative return over investment 8 19 10 5% 3 19 g gog,

Source: JANA SOLVE
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JANA Assessment of Valuation, Fundamentals and

llllllllllllllllll

Sentiment
Very Attractive Attractive Neutral Unattractive Very Unattractive
e Infrastructure e Property Australian e Fixed Interest
e Hedge Funds e C(Credit Equities
e Private Equity Overseas
Equities
Currency (AUD)
Cash

JANA

Few asset classes are outright attractive

14



Portfolio Implications

Target an underweight
exposure to equites at
a portfolio level

Hold a neutral to
overweight exposure
to alternatives, middle
risk strategies, global
infrastructure &
property

i

JANA

Within Fixed Interest,
favour short maturity
investment grade
credit for incremental

exposure or as an
alternative to cash.

15



The presenter is a representative of JANA Investment Advisers Pty Ltd (ABN 97 006 717 568) (AFSL No. 230693) (‘JANA’). This presentationis provided on the
basis that the recipient is a ‘wholesale client’ within the meaning of the Corporations Act.

Opinions expressed constitute JANA's judgement at the time of presentation and are subject to change.

Any past performance noted is not indicative of future performance. JANA does not provide any guarantee about the future performance of the investment
products, managers, asset classes or capital markets discussed.

For JANA’s conflict of interests disclosures you should contact your JANA consultant.

Except where under statute liability cannot be excluded, no liability (whether arising in negligence or otherwise) is accepted by JANA, its directorsor its
employees for any errors or omissions or for any losses caused to any persons acting on the information contained in this pre sentation.

© Copyright JANA 2021
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