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September market performance

OCTO B E R Equity Markets Index At Close % Change % Change
— Price Indices 30/9/2017 1 Month 12 Months
20 17 Australia All Ordinaries 5744.86 -0.5% 4.0%
Economic data released Japan Nikie 20356.28 3.6% 23.1%
over the past month has Hong Kong Hang Seng 27554.30 -1.5% 18.3%
continued to give investors UK FTSE 100 7372.76 -0.8% 6.9%
optimism that the global Germany DAX 12828.86 6.4% 221%
economy is experiencin
synchro?l/ised gprovvth forg the us Dow Jones 22405.09 2.1% 22.4%
first time in many years. EMU* Euro 100 122817 4.6% 19.6%
R ——— World** MSCI — Ex Aus (Gross) (Hedged) 1530.89 2.2 15.9%
tensions between the United
States and North Korea has Property Index At Close % Change % Change
subsided Price Index 30/9/2017 1Month 12 Months
R — Listed Trusts S&P/ASX 300 A-REITS 1308.77 0.5% -6.7%
from the United States terest Rat v p p
nterest rates ose ose ose
;tgrgiztnia;;ci rnegfﬁgd . 30/9/2017  31/8/2017  31/7/2017
large impact on overall Aust 90 day Bank Bills 1.71% 1.71% 1.74%
economic activity. Australian 10 year Bonds 2.84% 271% 1.91%
German elections returned US 90 day T Bill 1.06% 0.99% 0.27%
Angela Merkel as US 10 year Bonds 2.33% 2.12% 1.60%
Chancellor but her win was
narrower than expected. Currency*** At Close % Change % Change
The Australian economy 30/9/2017 1 Month 12 Months
continues to show strong US dollar A$/USS 0.78 -1.07% 2.54%
business conditions but British pound A$/ISTG 0.58 -4.99% -0.72%
nsumers are reluctan
g;erfg orel :'mayfhi(re\g;J (;(ac;ptf Furo ASleuro 066 051% -253%
essential items. Japanese yen ASlyen 88.32 118%  13.98%
Trade-weighted Index 66.20 -0.15% 3.60%

* Top 100 European stocks trading on the FTSE

** Price Index (Source: msci.com)

*** All foreign exchange rates rounded to two decimal places (Source: FactSet)
Past performance is not a reliable indicator of future performance.

Global economies

Equity markets posted strong returns in
September as geopolitical tensions with
North Korea subsided and investors focused
on elections in Germany and Japan and the
US Fed’s plans to begin shrinking its US$4.5
trillion balance sheet starting this month.

. ______________________________________________________________________________________________________________]
Godfrey Pembroke Market Update (2October 2017 1



GODFREYPEMBROKE

market
update

uUsS

Despite some distortions in the economic
data caused by recent hurricanes, most of the
data in the US has continued to show
relatively strong economic activity.
Unemployment has fallen to new cyclical
lows of 4.2%, and the uptrend in wages
growth appears to have resumed with the
most recent reading showing annual wages
growth at close to 3%. The ISM survey of
manufacturing firms rose to a new 13-year
high and the ISM survey of non-
manufacturing firms also rose strongly, to its
highest level since 2005, suggesting US
firms are enjoying strong business
conditions. At its September meeting, the US
Federal Reserve announced that it would
unwind its balance sheet and that it expects
to continue with its policy of normalising
interest rates over the next two to three
years.

Europe

In the Eurozone, business, consumer and
economic sentiment surveys all suggest that
the economy continues to perform well.
Recent industrial production and factory
order data from Germany has confirmed that
business activity in Germany is still strong
despite the headwinds to German exporters
from the stronger Euro. In the recent German
elections the return of Angela Merkel (albeit
with the weakest voting performance since
1949) allows Merkel to build a governing
coalition and also allows the European
Central Bank to signal its intention to taper
bond purchases in the next month or so.

China

Chinese data over the past month has
continued to be somewhat mixed. The
official government PMIs, which tend to
measure activity levels at the larger Chinese
manufacturing and non-manufacturing firms,
both rose to the highest levels in several
years, while the privately-commissioned
surveys (which tend to measure small to
mid-sized business activity) showed softer
conditions. The monthly measures of growth
in fixed asset investment, retail sales and
industrial production were also weaker than
expected and weaker than the prior month,
potentially confirming the economy is
entering the widely-expected second half
slowdown as the government reigns in
excess capacity in some parts of the
economy.

Asia region

In Japan, the Bank of Japan’s quarterly
Tankan survey showed that both big and
small Japanese manufacturers are the most
confident about business conditions in a
decade, helped by a weaker Yen and strong
global demand. The survey also revealed
that the proportion of companies finding it
difficult to hire workers is now at a 25-year
high. The upbeat data could help Prime
Minister Shinzo Abe convince voters at this
month’s election that his "Abenomics"
stimulus policies have improved prospects
for sustained economic recovery which will
lift wages and household spending, even if
inflation takes some time to return to the 2%
level targeted by the Bank of Japan.

Godfrey Pembroke Market Update (2October 2017

October 2017

Australia

In Australia, the strong business conditions
are continuing to create relatively robust jobs
growth. Employment grew more strongly
than expected in August and, pleasingly,
there has been a rebound in the number of
full-time jobs which had lagged part-time
job growth. However, while businesses are
enjoying strong conditions, consumers are
not so optimistic with evidence of belt-
tightening showing in recent retail sales
figures, which have now declined for two
months in a row. This is most likely due to
higher mortgage rates on some loan types
(e.g. interest only), weak wages growth and
higher energy costs. For this reason the RBA
is expected to keep interest rates on hold.
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Australian equities

EQ U I TY Index/Benchmark (% pa) 1Year 3Years 5Years 7 Years
M AR KET S Australian S&P/ASX 300 Acc. 9.02% 7.12% 9.94%  7.68%

S&P/IASX 50 Acc. 9.77%  590%  9.66%  7.91%
Emerging market shares S&P/ASX Small Ordinaries Acc. 298%  815%  5.09%  2.27%
rose 0.5% in local currency
terms helped by gains in The S&P/ASX 200 Accumulation Index was essentially unchanged in September. The local
Brazil. share market saw healthcare and energy stocks outperforming the broader index by 2.2% and
The German DAX Index 1.2% respectively. The healthcare sector was primarily driven by a rally in CSL (+4.9%) and
rose 6.4%. Cochlear (+3.5%) while Santos (+8.5%) and Oil Search (+6.0%) were the standout performers

in the energy sector. The real estate sector, led by Lend Lease (+10.1%) and Westfield
(+5.5%), also contributed positively as did financials with NAB (+4.3%) and Westpac (+2.1%)
performing well. Telecommunications shares (-4.6%) were again led down by Telstra (-5.2%)
The Japanese Nikkei 225 and TPG Telecom (-11%), with the sector now down 32% for the year. Utilities, in part

Index was 3.6% higher in affected by the rise in bond yields, came under further pressure with Spark Infrastructure (-
SEIEET 4.7%), AGL (-2.6%) and APA (-5.8%) being the worst performers for the month.

The Euro 100 index gained
4.6% over the month.

The US Standard & Poor’s
500 Index was up 2.1% over

the month. Sector 1 Month 3 Months 1 Year

Australia’s S&P/ASX All Energy 11% 7.0% 11.2%

Ordinaries Index fell 0.5%. Materials 1.4% 6.7% 16.6%
Industrial -1.1% 0.6% 12.3%
Consumer Discretionary -0.1% -2.2% -1.8%
Consumer Staples -1.9% 4.2% 7.4%
Health Care 2.3% -5.2% 6.3%
Financials (ex Property) 1.1% 0.2% 14.4%
Info Tech 0.6% 1.1% 5.1%
Telcos -4.5% -15.1% -28.5%
Utilities -3.6% -5.8% 15.5%
Property 0.6% 1.9% -2.0%
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Global Equities
B I G M OVE RS Index/Benchmark (% pa) 1 Year 3 Years 5 Years 7 Years

TH I S M O NTH Global MSCI World Ex Aus (Gross) in AUD 16.04% 12.47% 18.34%  14.29%
MSCI World Ex Aus (Gross) in Local 18.78% 9.63% 1350%  11.93%
. Currency
Going up
MSCI World Small Cap ($A) 17.32%  14.99%  1991%  1552%
! Healthcare Emerging  MSCI Emerging Mkts Free 22.20% 8.90% 8.30% 6.33%
" Energy MSCI AC Far East Free (ex Japan) 24.84% 10.04% 9.02% 0.07%
fl Financials The MSCI World ex-Australia Index (in local currency terms) returned 2.4% in September,

however, a small fall in the Australian Dollar meant the index rose 3.5% in Australian Dollar
terms. Energy shares had the best performance, rising 8.4% due to a 9% rise in crude oil prices
due to renewed demand from US refiners after Hurricane Harvey which saw the International
Energy Agency revise up its forecasts for oil demand. Financial stocks rose 4.0% helped by the
rise in bond yields, which simultaneously hurt yield-sensitive utilities stocks which fell 2.4%

U Utilities over the month.

Going down

U Consumer Staples

U Telecommunications

Property

Index/Benchmark (% pa) 1Year 3 Years 5Years 7 Years
Australian  S&P/ASX 300 A-REIT Acc -1.97%  1248%  13.21% 12.25%
Global ;LSS EPRA/NAREIT Dv ex AUS TR Hdg 3.26% 945%  11.37% 11.64%

The S&P/ASX 300 A-REIT Accumulation Index (which includes distributions) returned 0.6%
in September. Over the past year, property securities have returned -2.0%, including
distributions, underperforming international property securities which returned +3.3%.

A-REITs have outperformed currency-hedged Global REITs over three, five and seven years.
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Index/Benchmark (% pa) 1Year 3Years 5Years 7 Years
Australian Bloomberg AusBond Composite 0+ Yr -0.75% 3.90% 3.90%  5.41%
Australian 90 Day Bank Bill 1.75% 2.08% 236%  2.97%
Global BarCap Global Aggregate Index -3.70% 5.05% 6.30%  4.72%
BarCap Global Agg. Index Hedged 0.53% 4.77% 510%  6.18%

Australian bonds posted another loss (-0.31%) in September as government bond yields rose in
Australia and other major bond markets. The higher bond yields were largely driven by
reduced geopolitical fears and more hawkish commentary from central bankers in the United
States and United Kingdom. Over the month, the two-year Australian Commonwealth
Government bond yield rose from 1.90% to 1.96% per annum and the ten-year bond yield rose
from 2.73% to 2.84% per annum.

Internationally, the Bloomberg Barclays Global Aggregate Bond Index (A$ hedged) returned -
0.43% as bond yields rose by 10-33 basis points in the United States, United Kingdom and
Germany. This was helped by the September decision from the US Fed to commence the
wind-down of its US$4.5 trillion balance sheet by only reinvesting a portion of cash from
maturing bonds into US treasury and agency bonds. In the US, 10-year Treasury bond yields
rose from 2.12% per annum to 2.33% per annum.

Australian dollar

The Australian Dollar fell 1.1% against the US Dollar in August. Against the British Pound the
Awustralian Dollar lost almost 5% over the month as higher inflation in the UK prompted
investors to price in interest rate hikes which boosted the Pound. On a Trade-Weighted Index
basis, the Australian Dollar lost 0.15%.

The information contained in this Market Update is current as at 13/10/2017 and is prepared by GWM Adviser Services Limited ABN 96 002 071749 trading as ThreeSixty
Research, registered office 105-153 Miller Street North Sydney NSW 2060. This company is a member of the National group of companies.

Any advice in this Market Update has been prepared without taking account of your objectives, financial situation or needs. Because of this you should, before acting on any
advice, consider whether it is appropriate to your objectives, financial situation and needs.

Past performance is not a reliable indicator of future performance. Before acquiring a financial product, you should obtain a Product Disclosure Statement (PDS) relating to that
product and consider the contents of the PDS before making a decision about whether to acquire the product.



