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Market Moves — as at 311032016

RETURNS (%) P.A. 1 MTH 3 MTH 6 MTH 1YR 3 YR 5 YR 10 YR
AUSTRALIAN EQUITIES

S&P/ASX 300 ACCUMULATION INDEX 478 -2.64 3.72 -9.27 5.29 5.45 432
S&P/ASX SMALL ORDINARIES ACCUMULATION INDEX 5.47 1.03 12,47 3.72 150 -2.08 0.33
GLOBAL EQUITIES

MSCI WORLD ACC INDEX WITH GROSS DIV (AS) -0.40 -5.15 -361 -357 18.92 13.75 414
S&P 500 COMPOSITE ACCUMULATION INDEX (AS) -0.85 -4.15 -0.96 1.08 2375 18.38 6.20
FTSE100 ACCUMULATION INDEX (AS) 253 -7.70 -10.10 -8.90 11.29 8.65 139
MSCI EMERGING MARKETS FREE W/GROSS DIV (AS) 557 0.50 -2.59 -12.31 6.12 2.16 2.64
REAL ESTATE INVESTMENT TRUSTS (REITS)

S&P/ASX 300 A-REIT ACCUMULATION INDEX 2.50 6.38 12.78 1140 16.26 15.83 2.41
FTSE EPRA/NAREIT DEVELOPED NR INDEX HEDGED AS 759 3.30 8.53 0.69 9.89 11.82 486
FIXED INTEREST

BLOOMBERG AUSBOND COMPOSITE 0+ YR INDEX -0.21 2.05 1.80 1.97 5.39 6.63 6.32
BLOOMBERG AUSBOND BANK BILL INDEX 0.20 0.58 1.13 2.24 2.57 3.23 A
BARCLAYS GLOBAL AGGREGATE INDEX HEDGED SA 0.92 3.71 433 451 6.11 7.75 7.78

Data source: IRESS & Financial Express. Returns greater than one year are annualised
Commentary regarding equity indices below references performance without including the effects of currency (unless specifically stated)

Australian equities

The Australian share market staged a modest comeback
in March, only to retreat late in the month as investors
refocused on risks to the global economy. The S&P/ASX
200 Index ended the month at 5082.79 points, recovering
some of the ground lost in February, but still down 15%
on its April 2015 high.

Australian equities, as measured by the S&P/ASX 300
Accumulation Index, returned 4.78% during the month,
and -9.27% over the year to March. All sectors were
positive, with strong retracements from Resources
(6.66%), Energy (6.16%) and Materials (6.05%), and a
rebound in Financials (5.89%) following significant
declines in the start of the year. Industrials (2.27%) were
the underperformers in March, but still the highest-
returning sector over a one-year period, recording
12.75%.

Small cap shares again outperformed the market in
March, with the S&P/ASX Small Ordinaries
Accumulation Index returning 5.47%. Small cap indices
have provided better protection against market falls
over the past year, returning 3.72% over the past 12
months (versus the S&P/ASX 200 Accumulation Index
return of -9.59%).

Global equities

Markets rallied in mid-March in response to a dovish
turn from Fed Chair Janet Yellen, which appeared at
odds with some of her more hawkish colleagues. The
FOMC left rates on hold in March, however it provided
a lower path for expected future rate rises, with the
median expectation for the funds rate at the end of 2016
lowered by 50 bps to 0.75-1.00%.

The US market rose 2.10% following the announcement,
which was carried through to the end of the month. The
S&P 500 Index finished the month up 6.60%, boosted by
positive manufacturing and revised GDP growth data.

Meanwhile in Europe, extraordinary monetary policy
settings keep getting more extraordinary. In action
evoking President Draghi’s fateful “whatever it takes”
speech some four years ago, the ECB cut its deposit rate
a further 20 bps to -0.40%, while the main refinancing
rate was cut to zero. The European market rallied 3.57%
in response to the decision, before falling 5.05% to end
the week lower. In the UK, the FTSE 100 gained a
modest 1.28% in March, and the German DAX added
4.95% despite subdued manufacturing output.

Financial markets were supported by rising commodity
prices, with crude oil ducking above US $40/b towards
the end of the month. The MSCI World ex Australia NR
Index gained 6.27% in March, with strong growth from
Asian markets. The Nikkei 225 Index gained 4.57%, the
Shanghai Shenzhen CSI 300 Index gained 11.84%, and
the Hong Kong Hang Seng Index gained 8.71%.

REITs

The S&P/ASX 300 A-REIT Accumulation Index retuned
2.50% in March, underperforming the market but still an
attractive asset class for yield hunters. Concerns remain
among some investors about the perceived risk
associated with high A-REIT valuation multiples,
including potentially unsustainable distributions. In the
acquisitions space, Investa urged shareholders of its
Investa Office Fund (IOF) to vote against a $2.5 billion
bid from DEXUS Property Group, arguing the bid
undervalues the trust.

We strongly recommend that potential investors read the product disclosure statement or investment statement.
Lonsec Research Pty Ltd ¢ ABN 11 151 658 561 ® AFSL No. 421445 e This information must be read in conjunction with
the warning, disclaimer, and disclosure at the end of this document. This report supersedes all prior reports.
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Globally, REITs returned 9.47% in March (in USD
terms), while the FTSE EPRA/NAREIT Developed NR
Index (AUD Hedged) gained 7.59%. In the US, REITs
returned 10.08% in USD terms, with free-standing retail,
data centre, specialty, and self-storage REITS the top
performers. Growth in cloud computing and data has
driven demand for third-party IT infrastructure, which
has been reflected in the REIT market. Self-storage
fundamentals remain solid as a result of limited new
supply, capital constraints and increased barriers to
entry.

Fixed interest

Australian bonds returned -0.21% in March as a
moderate rise in yields pushed bond values down. The
Australian 10-year Treasury yield rose from 2.40 to 2.49,
after reaching a high of 2.69 during the month, while
2-year yields rose from 1.77 to 1.90. Global bonds, as
measured by the Barclays Global Aggregate Bond Index,
returned 0.92% in March amidst falling yields on
corporate investment grade and high yield bonds.
Monthly returns on global corporate and high yield debt
were 2.34% and 4.33% respectively.

ASX 200 Stock Movements

Softer economic growth forecasts have again pushed out
expectations for a Fed rate increase, while the ECB took
action to address persistent weakness in the European
economy, cutting the deposit rate further into negative
territory and expanding its asset purchase programme.
Central bank credibility was on the line in March,
although bond markets have reflected a more moderate
risk environment compared to the start of the year.
Non-investment grade yields came down from 8.64 to
7.83, providing some comfort to recession watchers.

Government bond yields underwent a modest
expansion in March. The US 10-year Treasury yield rose
from 1.74 to 1.77, and the UK 10-year Gilt yield rose
from 1.34 to 1.41. The Japanese government, by far the
most indebted in the world, is still borrowing at
negative 10-year rates, with yields rising slightly from
-0.04 to -0.03 in March. In Europe, government bond
yields experienced mild expansion despite further
easing from the ECB, with the German 10-year Bund
yield rising from 0.11 to 0.15, and the 5-year Bund yield
moving slightly higher from -0.41 to -0.33.

S&P/ASX 200 Stock Performance for the Month of March

BEST PERFORMERS

WORST PERFORMERS

MESOBLAST 33.85% EVOLUTION MINING -13.14%
SIMS METAL MANAGEMENT 28.57% LIQUEFIED NATURAL GAS -12.40%
PREMIER INVESTMENTS 28.38% NORTHERN STAR RESOURCES -12.05%
WORLEY PARSONS 28.10% SIRTEX MEDICAL -9.62%
SIGMA PHARMACEUTICALS 27.71% SYRAH RESOURCES -8.35%

S&P/ASX 200 Stock Performance for the Year to March

BEST PERFORMERS

WORST PERFORMERS

ST BARBARA 809.09% LIQUEFIED NATURAL GAS -83.23%
BELLAMY'S AUSTRALIA 282.96% WHITEHAVEN COAL -54.04%
BLACKMORES 224.75% ORIGIN ENERGY -48.56%
ACONEX 206.83% INDEPENDENCE GROUP -45.99%
PACIFIC BRANDS 12391% SPOTLESS GROUP HOLDINGS -44.49%

Lonsec Research Pty Ltd ¢ ABN 11 151 658 561 ® AFSL No. 421445 e This information must be read in conjunction with the
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Economic News

Australia

The Australian economy is continuing to rebalance,
with improvements labour market conditions reflective
of moderate economic growth, despite the contraction in
mining investment.

Unemployment fell back down to 5.8% in February,
after an unexpected rise to 6.0% in January. The
Australian economy added 300 seasonally adjusted jobs,
with full-time employment up 15,900 and part-time
employment down 15,600. The participation rate
decreased slightly from 65.2% to 64.9%, and monthly
hours worked fell by 2 million hours.

Unemployment fell strongly in Queensland, Victoria
and New South Wales, while there was a significant rise
in South Australia (from 6.8% to 7.7%) and further
increases in Tasmania and Western Australia.

The Westpac Melbourne Institute Index of Consumer
Sentiment fell back in March by -2.2%, from 101.3 to
99.1, bringing it back around its average reading over
the past six months, and broadly holding gains off its
November high. Financial market volatility has
continued to play on consumers’ minds, however
responses to the ‘news items recalled” question indicates
that consumers were less focused on international
conditions in March and more focused on budget and
taxation policy, and domestic economic conditions.

February retail sales were disappointing, unchanged
since January and below the market’s expectation of
0.4% There were positive signs in household goods
(0.4%), department stores (0.4%), clothing, footwear and
personal accessory retailing (0.1%), while sales in the
food retailing (0.0%), cafes, restaurants and food
retailing (-0.2%) and other retailing (-0.1%) segments
were either steady or falling.

The Reserve Bank of Australia kept rates on hold in the
start of March, with the cash rate unchanged at 2.00%
since cutting by 25 bps in May 2015. The Bank drew
attention to slower than expected global growth,
including moderating growth in China and heightened
volatility. While the Bank noted recent rises in
commodity prices, these follow very substantial falls
over the past two years.

Inflation still remains low, giving the Reserve Bank
some room to move if required. Headline inflation for
December 2015 was 1.7% y/y, slightly higher than
previous months, but still below the Reserve Bank’s
target range. Even core inflation, which excludes
volatile items, remains relatively low at 2.1%. Inflation
for the March quarter is due on 27 April 2016.

Australia’s trade deficit widened slightly to $3.41 billion
in February, a $0.25 billion increase on January’s deficit
of $3.16 billion. A stronger Australian dollar constrained
exports, with significant falls in goods and services
credits, rural and non-rural goods, as well as non-
monetary gold, which fell $290 million (-20%). On the
import side, consumption goods rose by $272 million.

Global

In the Eurozone, low inflation continued to pose a
challenge to monetary policy. Year-on-year CPI
throughout the Eurozone hit negative territory in
February, recording -0.2%, and estimated inflation for
March is only slightly higher at -0.1%. Euro area
unemployment fell slightly in February from 10.4% to
10.3% — the lowest rate recorded since August 2011.
Similarly, youth unemployment fell from 22.7% to
21.6%, which remains unacceptably high for policy
makers. In Germany, manufacturing growth remains
subdued, with the BME/Markit Manufacturing PMI
posting 50.7 in March, barely changed from the 15-
month low of 50.5 in February.

On 10 March, the ECB announced further monetary
stimulus in response to weak inflation and growth. The
main refinancing rate was cut by 5 bps to 0.00%, the
marginal lending rate by 5 bps to 0.25%, and the deposit
rate by 10 bps to -0.40%. The Bank also announced an
expansion to the asset purchase programme, increasing
the value of net purchases from €60 billion to €80 billion,
and adding investment grade euro-denominated bonds
issued by non-bank corporations to the list of eligible
assets. The expanded programme will run until the end
of March 2017 or beyond, depending on the path of
inflation.

Data released for the US in March were mostly positive,
including a bump in PMI and revised GDP figures
reflecting higher than expected growth in Q4 2015.
However, a slight increase in unemployment and
continued risk in the global economy will make the
timing of a future interest rate rise more uncertain. The
ISM Manufacturing PMI rose from 49.5 to 51.8 in March
— the first above-50 reading since October 2015.

US payrolls were strong in March, with the non-farming
economy adding 215,000 jobs, although this was slightly
down on the 242,000 jobs added in February. The US
unemployment rate rose to 5.0%, surprising the market,
which expected the rate to remain steady at 4.9%.
Overall, the employment picture in the US remains
positive and in line with the Federal Reserve’s baseline
expectations, although involuntary part-time
employment remains elevated.

Lonsec Research Pty Ltd ¢ ABN 11 151 658 561 ® AFSL No. 421445 e This information must be read in conjunction with the
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March also saw an upward revision in Q4 GDP from
1.0% to 1.4%, based on more complete data sources. The
increase in real GDP reflected positive contributions
from PCE, residential fixed investment, and federal
government spending. US inflation remains robust, with
core CPI for March unchanged at 0.3% m/m, bringing
the annual rate to 2.3% — well inside the Federal
Reserve’s target range. On 16 March, the FOMC decided
to leave the federal funds rate at 0.25-0.5%, reflecting
continued risk in the global economic and financial
outlook. It remains to be seen whether core inflation will
be sustained throughout 2016.

February retail sales fell -0.1%, and January’s positive
move of 0.2% was revised to a fall of -0.4%. Despite this,
consumer confidence remains a relatively high levels,
with the CB Consumer Confidence Index recording 96.2
in March, up from 92.2 in February and beating
expectations.

Chinese economic data was sparse for March, but
included positive signs in the PMI numbers. The official
indicator rose to 50.2, which follows seven straight
months of sub-50 prints. The Caixin China
Manufacturing PMI rose to 49.7, up from 48.0 in
February and well ahead of the market’s expectation of
48.2. China’s CPI for February was 1.6% m/m, and y/y
CPI was 2.3%, significantly higher than the forecast 1.9%
and the highest reading since August 2015.

For emerging markets, data was mixed. Brazilian
inflation fell slightly to 10.4% y/y in February, while
unemployment rose from 7.6% to 8.2%. Russian
inflation was down further in March to 7.3% y/y, having
fallen from the August 2015 high of 15.8%, with
commodity price falls still reflected in the price index.
Unemployment remained steady at 5.8%, and
manufacturing PMI fell to 48.3 in March, versus 49.3 in
February. Indian CPI recorded 5.2% in February, while
industrial production fell by -1.5%.

Commodities

Energy prices stabilised in February, with the WTI
crude oil spot price rising from US $32.74/b to $36.94/b
and the end of March (12.8%), after hitting an intra-
month high of $41.45. Brent crude oil gained, rising
from US $35.92 to $36.75/b (2.3%). According to a
Reuters survev, OPEC crude output rose in March to
32.47 million bpd from 32.37 million bod in Februarv.
Energv prices have lifted ahead of a kev OPEC meeting
in April to discuss a deal to freeze oil production.

Metals had mixed movements in March, with Tin
(5.7%), Copper (3.2%) and Zinc (3.0%) gaining, while
Lead (-2.7%), Gold (-0.5%) and Nickel (-0.4%) were
down on the start of the month. The price of iron ore
delivered to Qingdao in China rose from US $49.62 per
tonne to $53.75 (8.3%) after spiking at $63.74 early in the
month following China’s announcement of a growth
target for 2016 of between 6.5 and 7.0%.

Currencies

The AUD experienced a significant appreciation in
March, rising from USD 71.28 to end the month at 76.61
(a rise of 7.5%). Recent increases have come without the
RBA’s customary chastisement of traders, with
Governor Glenn Stevens saying only that the currency
“might be getting a bit ahead of itself”. The AUD was
up strongly against major currencies, including USD
(6.7%), EUR (2.5%), GBP (3.9%), JPY (7.1%) and NZD
(2.3%).

Foreign exchange markets provided some stability
during the month, supported by a bounce in the price of
oil. The US Dollar Index closed March -3.7% lower,
down against major currencies, including EUR (-4.5%),
GBP (-3.1%), JPY (-0.1%) and CHF (-3.7%).
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Important notice: This document is published by Lonsec Research Pty Ltd ABN 11 151 658 561, AFSL No.421445 (Lonsec). Please
read the following before making any investment decision about any financial product mentioned in this document.

Disclosure at the date of publication: Lonsec receives a fee from the fund manager or product issuer(s) for researching the financial
product(s) set out in this document, using comprehensive and objective criteria. Lonsec may also receive a fee from the fund
manager or product issuer(s) for subscribing to research content and other Lonsec services. Lonsec’s fee is not linked to the
rating(s) outcome.

Lonsec does not hold the Eroduct(s) referred to in this document. Lonsec’s representatives and/or their associates may hold the
product(s) referred to in this document, but details of these holdings are not known to the Analyst(s).

Disclosure of Investment Consulting services: Lonsec receives fees for providing investment consulting advice to clients, which
includes model portfolios, approved product lists and other financial advice and may receive fees from this fund manager or
product issuer for providing investment consulting services. The investment consulting services are carried out under separate
arrangements and processes to the research process adopted for the review of this financial product.

For an explanation of the process by which Lonsec manages conflicts of interest please refer to the Conflicts of Interest Policy which
is found at: http://www .lonsec.com.au/aspx/IndexedDocs/general/LonsecResearchConflictsofInterestPolicy.pdf

Warnings: Past performance is not a reliable indicator of future performance. Any express or implied rating or advice presented in
this document is a “class service” (as defined in the Financial Advisers Act 2008 (NZ)) or limited to “General Advice” (as defined in
the Corporations Act 2001(Cth)) and based solely on consideration of the investment merits of the financial product(s) alone,
without taking into account the investment objectives, financial situation and particular needs (‘financial circumstances’) of any
particular person. It is not a “personalised service” (as defined in the Financial Advisers Act 2008 (NZ)) and does not constitute a
recommendation to purchase, redeem or sell the relevant financial product(s).

Before making an investment decision based on the rating(s) or advice, the reader must consider whether it is personally
appropriate in light of his or her financial circumstances, or should seek independent financial advice on its appropriateness. If our
advice relates to the acquisition or possible acquisition of particular financial product(s), the reader should obtain and consider the
Investment Statement or Product Disclosure Statement for each financial product before making any decision about whether to
acquire a financial product. Lonsec’s research process relies upon the participation of the fund manager or product issuer(s).
Should the fund manager or product issuer(s) no longer be an active participant in Lonsec’s research process, Lonsec reserves the
right to withdraw the §ocument at any time and discontinue future coverage of the financial product(s).

Disclaimer: This document is for the exclusive use of the person to whom it is provided by Lonsec and must not be used or relied
upon by any other person. No representation, warranty or undertaking is given or made in relation to the accuracy or
completeness of the information gresented in this document, which is drawn from public information not verified by Lonsec.
Financial conclusions, ratings and advice are reasonably held at the time of completion but subject to change without notice.
Lonsec assumes no obligation to update this document following publication. Except for any liability which cannot be excluded,
Lonsec, its directors, officers, employees and agents disclaim all %iability for any error or inaccuracy in, misstatement or omission
from, this document or any loss or damage suffered by the reader or any other person as a consequence of relying upon it.
Copyright © 2016 Lonsec Research Pty Ltd (ABN 11 151 658 561, AFSL No. 421445) (Lonsec). This report is su%’)ject to copyright of
Lonsec. Except for the temporary copy held in a computer's cache and a single permanent copy for your personal reference or other
than as permitted under the Copyright Act 1968 (Cthg, no part of this report may, in any form or by any means (electronic,
mechanical, micro-copying, photocopying, recording or otherwise), be reproduced, stored or transmitted without the prior written
permission of Lonsec.

This report may also contain third party supplied material that is subject to copyright. Any such material is the intellectual
property of that third party or its content providers. The same restrictions applying above to Lonsec copyrighted material, applies
to such third party content.
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