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August market performance

SEPTEM BER Equity Markets Index At Close % Change % Change
— Price Indices 31/8/2017 1 Month 12 Months
20 17 Australia All Ordinaries 5776.25 0.0% 4.5%
. Japan Nikkei 19646.24 -1.4% 16.3%
Economic data released
over the past month has Hong Kong Hang Seng 27970.30 2.4% 21.7%
continued to paint a UK FTSE 100 743062 0.8% 9.6%
relatively good p_icture of Germany DAX 12055.84 -0.5% 13.8%
JIngl .grOWth W'th =l us Dow Jones 21948.10 0.3% 19.3%
the major economies .
experiencing accelerating EMU Euro 100 1173.86 -0.7% 13.9%
economic growth in the World** MSCI - Ex Aus (Gross) (Hedged) 1497.48 0.1% 13.4%
June quarter.
litical tension Property Index At Close % Change % Change
Geopp ca . ensio S. Price Index 31/8/2017 1Month 12 Months
remained heightened in i
August and this helped drive Listed Trusts S&P/ASX 300 A-REITS 1302.60 0.7% -11.2%
down bond yields.
. . . Interest Rates At Close At Close At Close
Political gridlock in th
QIUCTINAIOCAINITE 31/8/2017  31/7/2017  30/6/2017
United States increased .
Aust 90 day Bank Bills 1.71% 1.69% 1.73%
nervousness about a
otential government Australian 10 year Bonds 2.71% 2.68% 1.83%
p g
shutdown. US 90 day T Bill 0.99% 1.08% 0.33%
Strong earnings reports US 10 year Bonds 2.12% 2.29% 1.58%
from companies in the
United States and Europe Currency*** AtClose  %Change % Change
were largely ignored and 31/8/2017 1Month 12 Months
global_eqmty markets were US dollar A$/USS 079 -0.65% 5.54%
essentially flat over the "
month. British pound A3/STG 0.62 1.65% 7.27%
. Euro A$leuro 0.67 -1.48% -1.14%
Australian GDP growth
rebounded in the June Japanese yen ASlyen 87.29 -1.04% 12.29%
uarter after the weather Trade-weighted Index 66.30 -1.49% 4.91%
q

affected softer March

* Top 100 European stocks trading on the FTSE
quarter. P P g

** Price Index (Source: msci.com)
*** All foreign exchange rates rounded to two decimal places (Source: FactSet)

ot 1a’a 1 . . . .
Australia’s earnings Past performance is not a reliable indicator of future performance.

reporting season was a
touch disappointing with a

higher than average number Global economies
of companies missing

earnings projections and Reasonably good economic news and

many companies lowering earnings reports in the US and Europe were
their guidance for the year largely ignored by investors, who were more
ahead. focussed on the escalating geopolitical
tensions involving North Korea, as well as
the impending US debt ceiling and
government shutdown negotiations.
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Most of the economic data in the United
States over the past month has been
relatively good. GDP growth in the June
quarter was revised up from 2.6% to 3.0%
annualised growth helped by stronger
household consumption and investment
growth. The ISM survey of manufacturing
firms, which is regarded as a good leading
indicator of economic growth, rose to its
highest level since March 2011 and although
the number of non-farm jobs created was
lower than expected, the result was still
strong. Against this solid growth backdrop,
wages growth and inflation have both been
stuck at levels below where the US Federal
Reserve would like, which has reduced
market pricing for interest rate rises over the
next year.

Europe

In the Eurozone, the strong momentum seen
earlier this year has continued with

economic growth revised up from 2.1% to
2.2% in the June quarter, and business and
consumer surveys have remained at strong
levels suggesting that the economy is in
reasonable shape. Inflation has also ticked up
a little, although as in other countries it
remains below the European Central Bank’s
target rate. The better economic outlook
means that the ECB will likely begin to
prepare investors for a gradual withdrawal of
its emergency monetary policy settings in
coming months, notwithstanding that they
remain concerned by the recent strength of
the Euro.

China

Chinese data over the past month has been a
little mixed with some indicators such as the
business surveys pointing to better
conditions whereas other indicators such as
industrial production, retail sales growth and
fixed asset investment slowed over the past
month. House price inflation also appears to
have moderated as the central government
worries about corporate leverage and
property bubbles. Most economists expect
that growth in China will continue at its
current pace until the end of the year, given
that there have been no major policy changes
ahead of the leadership changes likely at the
19th National Congress of the Communist
Party, which begins 18 October.

Asia region

In Japan, the consumer price index rose an
expected 0.4% year-on-year in July,
however, the Bank of Japan’s preferred
measure of core annual inflation remained
very low at just 0.1%. Meanwhile the July
employment report in Japan remained
strong, with the unemployment rate staying
at a very low rate of 2.8%. Real household
spending disappointed expectations in July
with a 1.9% decline in July to be down 0.2%
year-on-year suggesting that despite strong
employment, this is yet to translate into
spending growth and inflation.

Godfrey Pembroke Market Update (2September 2017

September 2017

Australia

In Australia, the June quarter GDP figures
painted a picture of an economy in
reasonable shape after the weather affected
softness in the prior quarter. The 0.8%
quarterly expansion in the economy was
boosted by strong growth in household
consumption, business and government
investment and LNG exports. Against this
backdrop the RBA has become a touch more
confident that its growth and inflation
forecasts will be achieved over the next
couple of years, which is why it believes that
the next move in interest rates will be higher,
although this move is unlikely to be for some
time with money markets not pricing in a
rate rise until late 2018.
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Australian equities

EQ U I TY Index/Benchmark (% pa) 1Year 3Years 5Years 7 Years
M AR KETS Australian S&P/ASX 300 Acc. 9.54% 5.16% 10.41%  8.40%

S&P/IASX 50 Acc. 1063%  4.04% 1013% 8.58%
Emerging market shares S&P/ASX Small Ordinaries Acc. 320%  568%  572% 3.35%
rose 2.1% in local currency
terms helped by gains in The S&P/ASX 200 Accumulation Index returned 0.7% in August. By sector, the best
Brazil. performers were energy (+5.2% led by Santos and Origin), consumer staples (+5.2% led by
The German DAX Index Treasury Wine), and industrials (+4.6% led by Sydney Airport) with telecommunications
lost 0.5%. (-7.2% both Telstra and Vocus had poor results), and financials (-2.1% led down by CBA,

QBE and Suncorp) being the worst. Offshore earners (with the notable exception of Treasury
Wine) continued their disappointing run due to a mix of operational problems and the strength
of the Australian Dollar. This came in spite of falling bond yields globally which traditionally

The Japanese Nikkei Index underpin growth/high valuation multiple stocks.
was 1.4 lower in August.

The Euro 100 index lost
0.7% over the month.

The US Standard & Poor’s

500 Index was up 0.3% over Sector 1 Month 3 Months 1 Year
the month. Energy 5.2% -1.4% 10.1%
Australia’s S&P/ASX All Materials 4.5% 8.8% 24.9%
RLCSS:{ES Index was flat in Industrial o 46% 15% 13.2%
Consumer Discretionary -1.5% -1.3% -1.5%
Consumer Staples 5.2% 3.6% 11.2%
Health Care 0.3% -1.6% 3.6%
Financials (ex Property) -2.1% 0.8% 13.8%
Info Tech 1.0% 2.4% 6.0%
Telcos -1.2% -12.6% -28.1%
Utilities 3.2% -4.9% 15.9%
Property 1.5% -3.2% -6.7%
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BIG MOVERS
THIS MONTH

Going up
I Consumer Staples 5.2%
1 Energy 5.2%

1 Industrials 4.6%

Going down

U Consumer Discretionary -1.5%

U Financials -2.1%

U Telecommunications  -7.2%
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Global Equities

Index/Benchmark (% pa) 1 Year 3 Years 5 Years 7 Years
Global MSCI World Ex Aus (Gross) in AUD 10.70%  12.78%  18.04%  13.79%

MSCI World Ex Aus (Gross) in Local 16.23% 8.46% 13.45%  12.65%

Currency

MSCI World Small Cap ($A) 11.30% 13.45% 1941%  15.11%
Emerging  MSCI Emerging Mkts Free 22.21% 7.17% 9.11% 7.39%

MSCI AC Far East Free (ex Japan) 26.10% 8.13% 9.99% 0.08%

The MSCI World — ex Australia Index (in local currency terms) finished August up 0.19%,
however a small fall in the Australian Dollar meant the index rose 0.86% in Australian Dollar
terms. Ultilities finished as the index’s top performing sector during a month in which bond
yields fell. Technology and Materials also had a strong month. Energy stocks provided the
most significant drag on index performance during the month, on the back of a reduction in
refining capacity (and therefore reduced demand for crude oil) following Hurricane Harvey.

Property
Index/Benchmark (% pa) 1Year 3 Years 5Years 7 Years
Australian  S&P/ASX 300 A-REIT Acc 6.73% 1031%  13.35% 12.03%
Global FTSE EPRA/NAREIT Dv ex AUS TR Hdg 2.30% 783%  11.70% 12.74%
AUD

The S&P/ASX 300 A-REIT Accumulation Index (which includes distributions) returned
1.51% in August. Over the past year, property securities have returned -6.73%, including
distributions, underperforming international property securities which returned +2.30%.

A-REITs have outperformed currency-hedged Global REITs over three and five years.
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Fixed Interest

Index/Benchmark (% pa) 1Year 3Years 5Years 7 Years
Australian Bloomberg AusBond Composite 0+ Yr -0.66% 3.89% 416%  5.33%
Australian 90 Day Bank Bill 1.75% 2.11% 239%  3.01%
Global BarCap Global Aggregate Index -5.07% 6.34% 6.39%  3.79%
BarCap Global Agg. Index Hedged 1.04% 4.88% 534%  6.28%

Australian bonds posted a small loss of 0.01% in August as government bond yields rose in
Awustralia as investors began to price in higher interest rates in Australia. The higher bond yield
was helped by relatively robust economic data — including non-mining investment — and
moves by Canada to signal higher interest rates which many international investors believe is
an economy very similar to Australia’s. Over the month, the two-year Australian
Commonwealth Government bond yield rose from 1.81% to 1.90% per annum and the ten-
year bond yield rose from 2.69% to 2.73% per annum.

Internationally, the Bloomberg Barclays Global Aggregate Bond Index (A$ hedged) returned
0.96% as bond yields fell by 17-19 basis points in the United States, United Kingdom and
Germany due to geopolitical fears, low inflation prints and more dovish commentary from
central bankers. In the US, 10-year Treasury bond yields fell from 2.29% per annum to 2.12%
notwithstanding the slightly higher risk that the US debt ceiling and budget negotiations may
not be resolved in time to avert a default on government debt.

Australian dollar

The Australian Dollar fell 0.65% against the US Dollar in August, and against the Euro and
Yen the Australian Dollar lost slightly more ground with losses of 1.48% and 1.04%
respectively. On a Trade-Weighted Index basis, the Australian Dollar lost 1.49%.

The information contained in this Market Update is current as at 08/09/2017 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.



