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Disclaimer statement

FSG Exemption disclaimer

Schroder Investment Management Australia Limited, ABN 22 000 443 274 (SIMAL) is the issuer of interests in the Schroder Funds (Schroder Funds). If you acquire
interests in the Schroder Funds, SIMAL will receive remuneration or other benefits in relation to the Schroder Funds, including management fees and any other fee
specified in the PDS. These fees are calculated as either a percentage of your initial or ongoing investment amount. For further information in relation to the
remuneration or other benefits received please contact SIMAL on 612 9210 9200.

General disclaimer

This presentation is intended solely for the information of the person to whom it was provided by Schroder Investment Management Australia Limited (ABN 22 000 443
274, AFSL 226473) (Schroders). Investment in the Schroder Funds may be made on an application form in the Product Disclosure Statement (PDS) which is available
from Schroders. The information contained in this Presentation is general information only and does not take into account your objectives, financial situation or needs.
Before acting on the information contained in this Presentation you should obtain a copy of the PDS and consider the appropriateness of the information in regard to
your objective, financial situation and needs before making any decision about whether to invest, or continue to hold.

Schroders does not give any warranty as to the accuracy, reliability or completeness of information which is contained in this presentation. Except insofar as liability
under any statute cannot be excluded, Schroders and its directors, employees, consultants or any company in the Schroders Group do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this presentation or for any resulting loss or damage (whether direct, indirect,
consequential or otherwise) suffered by the recipient of this presentation or any other person.

Total returns are calculated using exit price to exit price, after fees and expenses, and assuming reinvestment of income. Gross returns are calculated using exit price
to exit price and are gross of fees and expenses. The repayment of capital and performance in any of the detailed funds are not guaranteed by Schroders or any
company in the Schroders Group. Returns shown are before tax and fees and all income is reinvested.

You should note that past performance is not a reliable indicator of future performance. Investment guidelines represented are internal only and are subject to
change without notice. Opinions constitute our judgement at the time of issue and are subject to change. For security reasons telephone calls may be taped.

Third party data including MSCI data is owned by the applicable third party identified in the presentation and is provided for your internal use only. Such data may not
be reproduced or re-disseminated and may not be used to create any financial instruments or products or any indices. Such data is provided without any warranties of
any kind. Neither the third party data owner nor any other party involved in the publication of this document can be held liable for any error. The terms of the third
party's specific disclaimers, if any, are set forth in the Important Information section at www.schroders.com.au.
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As people live longer, their retirement needs will grow
Are retirees ready for the challenges they face?

SPECIAL
HEALTH
DOUBLE
ISSUE

YEARS
OLD

Dispatches From the

Frontiers of Longevity lﬂlllll‘ml |I

Problems are likely to get worse as life expectancy improves

1. OECD iLibrary. Expected years in retirement - men = 18.1, women = 22.5. As at December 2012
Source: Time Magazine. March 2015.
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2018 Queensland Regional Roadshow
Making money....and keeping it

<1> Sum of the parts or parts of some?
<2> Making money and keeping it in May 2018
<3> Picking winners or avoiding landmines?
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Some of the parts or parts of some?
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Anyone remember buying a PC in the 1990’s?

Cormponent Selection Price

cPu E Intel Core {7-4T90K 4.0GHE Quad-Core Processor 534158 AS-SSD Sequential Transfers
Read and Write [MB/s]

Motherboard * Asus T9T-E ATK LGA1150 Motherboard 594599

Memory SEMEM  G.Skill Ripjaws X Series 1668 (2 x 8G8) DDR3-1600 Memory sra00 [

Storage - Samsung 850 EVO-Series 500GB 1.5" Solid State Drive 5179.99
£ g Western Digital Caviar Biack 1TB 3.5" T200RPM Internal Hard Drive 580,96 m
®
g & %
§ é: é? Video Card ‘ EVGA GeForce GTX 370 4GB Superclocked ACX 2.0 Video Card 5119 9% m
§ £
=
Case L | Corsair 500R Black ATX Mid Tower Case
600 800 1000
Power Supply &M@ Corsair CX 600W 80+ Bronze Certified Semi-Modular ATX Power Supply $44.99 m
Scale [higher is better] |

Total: $1204.90

Source: Google images
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Bundles of components helps, but not much

celeron®

P mcommaecs Wik 2000
Bohsagigenal lor Buaimar

*lnnel’ Pentiur 4 Procoisor 2 530GH
« 1) Burner

«IW1) Borner

-18" Flar-Panc] Display
J28ME NVIDIA
GieForced™ Graphacs
S HGE Hard Dnve

I-S00-GATEWAY™

Frpoom gt soordegrg sbpeen wrde T Bzl T

Source: Google images

XPS™ M1730 NOTEBOOK
Amazing 17" HD Widescreen Display

Starting MSZGWW as low as §69/ma*

Must Oucte E-Value™ Code: CHXTFS6

« Intel” Core™2 Duo Processor TTS00
* Genuine Windows Vista®™ Home Premium

-%0

-mzomuhwwnmm
vadhand Buiit-in Card -

XPS 420 DESKTOP
Amazing 19" HD Widescreen Display

-......_31099' of s low as $28/mo.*

Must Ouate E-Value Code: CHIAFSE

+Intel” Core"2 Quad Processor 06600
« Genuine Windows Vista® Home Premium
mmmmmauvw

19" SEIFBWFP Widescreen Digital Fiat Panel Display
Duai Layer 36X OVD Burner*
ear In-Home Service* (Warranty,
On-Site Service. Hvear XPS Tech Support)
+ YOGE Dell DataSate™ Online Storage for one year
* $0 Shipping

-mmnowmam

XPS 720 DESKTOP
Amazing 22" HD Widescreen Display
mhl—s17w or as low a5 SA6/MO*
Must Quote E-Value Code: CHIZFS6

* intel” Core™2 Quad Processer 06600

. Vista® Home

+ 268 Corsair Dominator DDR2 SDRAM BOOMKL

overclocked (0 1066MHL
22" E22BWTP Digital Flal Panel Dgtay

b Widescreen
« 250GE' SATA Hard Drive (7200 RPM)

256MB NVIDIA® Geforre® 8600 TS

Dual Layer ¥6X DVD Burner®

« ear In-Home Service* (Warmanty.

On-Site Service. Fear XPS Tech Suppor)

- 10GB Dell DataSate” Oniine Storage for one year
- $0 Shipping

e. HOLIDAY FRENZY:
MERRY MATCHUPS

PLAY NOW, PLAY OFTEN AT
www.WinWithDell.ca
PR NEETRARY Cortes chiw o Sy 8 9008 1 455 o (17

WISH FOR MORE GIFTS?
Play Holiday Frenzy: Merry Malchups and you Could WIN an exciting XPS Ski package for two to
Pancrama Mountain Village m the B.C Rockies.

Shi pachage includes: 7 mights accommodstion. 2 seven day
it tickets, up to S2000 for airfare, 5800 spending maney
Register for the contest and enter the secret code word for
5 axtra chances to wini Secret Cogs Wors DELL

1109 e Mo o 0 ey T e M Sl R b, ot e TN
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Solutions — focus on the outcome that matters

Colour looks good in my office Battery will last all day

The new 17-inch
MacBook Pro

Mow up to 8 hours of battery life.

From %2,999

o w

Think different:

Source: Apple
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No technical specs. No product. All outcome

e

Shot-onk

Source: Apple
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Evolution moves from components to outcomes

‘Solutions

.Bundles

.Components

11
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What are our wealth building options?
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Shares are the best way to build long term wealth

But you need discipline to cope with massive drawdowns

50 -
Mar-06 Mar-07 Mar-08 Mar-09 Mar-10 Mar-11

—S&P/ASX 200 Total Return

200 -
150 -
X
g 100 N T T W T T T v
S \\/
47% Drawdown
Mar-14 Mar-15 Mar-16 Mar-17

Mar-12 Mar-13

Source: Bloomberg, Schroders

Schroders



Diversification is the only free lunch in markets

400

350

300

250

200

150

100

50

- S&P/ASX Diversified
Performance 200 Index Portfolio
i Return p.a (%) 9.0% 8.7%
Volatility p.a (%) 13% 8%
] Maximum Drawdown -47% -35% v
T=z /
V’ 1 T 1 1 T 1 T T 1 T 1 T T 1
02 03 04 05 06 07 08 09 10 11 12 13 14 15 16
—S&P/ASX 200 Diversified Portfolio

Source: Diversified Portfolio: 25% S&P/ASX 200, 25% MSCI World Ex Australia Hedged AUD Net Total Return Index, 10% S&P/ASX 200 A-REIT Index, 15% Bloomberg AusBond Composite 0+
Yr Index, 15% Bloomberg Barclays Global-Aggregate Total Return Index Value Hedged AUD, 10% Bloomberg Barclays US Corporate High Yield Total Return Index Value Hedged AUD
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THIS is what everyone wants. Right?

800

700

600

500

400

300

200

100

S&P 500 Fairfield
Performance Index Sentry
Return p.a (%) 8.5% 11.3%
Volatility p.a (%) 14.3% 2.5%
Maximum Drawdown -45% -1%

91 92 93 94 95 96 97
—S&P 500 Total Return Index

98

99

00 01 02 03
Fairfield Sentry Ltd

Source: Bloomberg, Schroders. This is illustrative only and not a recommendation to buy, sell or hold any security
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If it looks too good to be true...

Madoff was a
USS65bn Ponzi
Scheme

16
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Portfolio diversification — there is no “right” answer
There is only the solution most likely to meet the objective

60.0

50.0
2 40.0
o
D d
1
o
2 300
[
L
o
[t
£ 20.0
)
L
=
[
= 100

0.0 — —
Australian  International  Australian  International Emerging High Yield EM Bonds = Commodities  Australian  International International
Shares Shares Property Property Market Equity Bonds Fixed Interest Fixed Interest IG Credit
B "Passive" Asset Allocation m Global Mkt Cap Weighted

Source: Aug 2016 - Vanguard LifeStrategy Growth Fund (Passive example), James Picerno (Global Mkt Cap Weighted example)
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Asset Allocation vs Stock Selection

Picking only stocks or active managers risks missing the bigger picture

Total p.a return 3 yrs from June 2006 - June 2009

s - ==

,um '—'_
© .

-15 -
-20 -
-25 -
-30 -
Australian Global Emerging A-REITs Australian Global Fixed USDAUD
Equities Equities Market Fixed Income
(Large Cap) Equities Income

%GZ~ :SUINIY SSe|D) 19ssy Jo abuey

16

14

12

10

Total p.a return 3 yrs from June 2014 - June 2017

[

£

%0 L~ :SUJINIY Sse|) 19ssy Jo abuey

Australian
Equities
(Large Cap)

Global
Equities

Emerging
Market
Equities

A-REITs

Fixed
Income

Income

Australian Global Fixed USDAUD

Source: Morningstar, active manager performance of 10th to 90th percentile of managers. Morningstar Categories; Australian Equities (Blend), Australian Equities Mid-Small (Blend), Global

Equities (Blend), Emerging Market Equities, Australian Real Estate Equities, Bond- Australia, Bond- Global.
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What are our solution options?

Return above Maximum Drawdown
Inflation (%) (%)
Some clients want

Passive Asset Allocation to minimise risk

Cash 0-1

Bonds 1-2

Conservative Multi Asset 2-3
Growth Multi Asset 25-35

Some clients want to
maximise returns

Source: Schroders - illustrative of outcomes from each asset class and strategy over a full economic cycle. Conservative multi asset approximates 30% equity / 70% bond allocations.
Growth multi asset approximates 70% equity / 30% bond allocations.
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Return forecasting framework
Use valuation models that capture cyclical opportunity

Long term (10 yr) forecasts

Ch in P/E
Medium term (3 yr) forecasts ange In

n 30/0 p.‘a-

—-—

3yr retuf Earnings growth

Dividend yield

Source: Schroders. For illustrative purpose only; Past Performance is not indicative of future returns.
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Making money and keeping it in May 2018
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Market performance
2017 exceeded expectations. 2018 off to a mixed start.

Gross returns by asset class 2017 and 2018 cytd

20% 18.7% 20%

15% 15%

10.2%

10% 8.0% 10%

 51%
e 3.5% -
o I 0.7% 0.6% 05% 0.7%

5%

OOA) T T T T T 00/0 ,—'___'_.I | :
-0.1% -0.3% -0.2%
-5 0 -2.2%
5% -5% -3.5%
-6.8%
-10% -10%
-15% -15%
= =) = = = = =
8 b2 o2 58 5 % 3 2 s b o2 2 38 03 3 5 8
= 5 3 3 5 353 8 & § 3§ > 3 # E &6 m3 © E & B
o o CIE o o c ) o o ml o O o= c o )
I i < %) o o o = w L < (2} @ o> o <
© c o o © c k) 0]
z £ 2 s 2
-— © -“— © >'
(2] c Nl ] [ <
: & > I 3 =y
£ T = T
7] 7]
] ]
< <

Source: Schroders/Datastream as at 30 April 2018. 1. S&P ASX 200 Acc; 2. MSCI World ex Aus Net TR (Local); 3. S&P ASX300 A-REIT Acc; 4. Schroder Higher Yielding Credit Pool; 5. Merrill
Lynch Global High Yield Index (USD); 6. Bloomberg AusBond Bank Bill Index; 7. Bloomberg AusBond Treasury Index; 8. Bloomberg AusBond Credit Index. * Past Performance is not a
reliable indicator for future performance.
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Asset prices continue to receive a helping hand
Tariffs and trade wars are a sideshow in comparison

200 N Peak QE: Pflarch 201:F 3 200

Forecast

190 -

100 -

08 09 10 11 12 13 14 15 16 i I o 18 19

Bm BoE EEFed EHBoJ ECB =— Total

Source: Fed, Bo), ECB, BoE, Haver Analytics, DB Global Research
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Decomposing Equity Returns 2010-2017 (the QE era)

The difference is mainly valuations

Australian Equities US Equities
16% 16%

= =
(%4 (S
O 14% o 14% 6.1% 13.4%
2 S
& 12% Q&  12%
(S} [S]
)] (V]
o o
= 10% = 10%
T T
e~ 0.6% 8.0% e =
e N U7 c b 5.0%

= 8% 2.6% = 8%
2R E— 2R
wn (7]
2 6% )
£ 4.7% g
(S} (%]
a 4% a 4%
c c 2.4%
5 5
° 2% 2 2%
[ [~

0% I T T T 1 O% 1 T I
Income EPS Growth Change in Total Return Income EPS Growth Change in Total Return
Valuation Valuation

Source: Schroders. November 2017. Past performance is not indicative of future returns
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Valuations expensive & yields low
Suggest low prospective returns

US Equities: Shiller PE v 10Yr Returns (Real) US Bond Yields v 10Yr Returns (Real)

25%

14%

12%

20%

: 10%

a

15%

8%

6%

10%

4%

5% 2%

0%
0%

-2%

Subsequent 10Y Real Return p.a.
Subsequent 10Y Real Return p

5% -4%

-6%

-10% -8%
0 10 20 30 40 50 0 2 4 6 8 10 12 14 16
10Y CAPE Ratio Initial 10Y Treasury Yield

Source: Bloomberg, GFD, Schroders
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Recessions kill bull markets

S&P 500 Drawdowns and Recessions

T

0

B

-20

v' MW"'F y'ﬂy“”‘ T 0 YTV,

-30

-40

-50

-60
Jan-66 Jan-71 Jan-76 Jan-81 Jan-86 Jan-91 Jan-96 Jan-01 Jan-06 Jan-11 Jan-16

[ Recessions ——S&P500 Drawdowns

Source: Datastream
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Cycle = Goldilocks

Synchronised growth + low inflation = low rates + rising profits

Advanced Economies GDP & Inflation

3

2015

2017

Real GDP Growth (%)

Source: IMF
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2

YoY Inflation (%)

Australia GDP & Inflation

6

w B

Real GDP Growth (%)
N

2012

2016

2015

1 2 3

YoY Inflation (%)
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Cycle

Inflation Is coming

US unemployment vs US unemployment vs Spare capacity may have
inflation in the 1960’s inflation today been worked off
9 %thlo gﬂ:::i;izut;:ut:CEa;:s o

7 7 2 For All Panels - -2
Hl FORECASTS®
3 -3
6 6
% Of — — % Of
Pot. Pot.
GDP EURO AREA GDP
p—4 =
c 5 e 5 o o
Q [T
L %)
— — A - -
g 7]
a4 a 4
] - 2
3 3
% Of — % Of
Pot. Pot.
MEDIAN OF 20 ECONOMIES GDP

© BCA Research 2017 _|

O f T T T T T O f T T T T T T ) | | | | | | | |

2010 2011 2012 2013 2014 2015 2016 2017 2018

1960 1962 1964 1966 1968 1970 2012 2013 2014 2015 2016 2017 2018
—— US Unemployment Rate 1960-1970

——Unemployment Rate = ——Core Inflation
=== S Core Inflation 1960-1970

Source: Datastream, Schroders. RHS chart source: IMF World Economic outlook, January 2018
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Why inflation matters

Many bond proxies will also be hit hard

A-REIT relative performance vs yields

1.6 -

—_— —_— _— —_— —_—
N T
1 1 1 1 1

A-REIT vs ASX200 relative return index
=)

0.8 T T T T T T T T

R N R
DR S

e A-REIT vs ASX200 Total Return (LHS)

e AUs 10 Year Government Bond Yield (RHS, Inverted)

Source: Bloomberg
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1.0

1.5

2.0

2.5

3.0

35

4.0

4.5

Aus 10 year yield (inverted)

Infrastructure relative performance vs yields

Global Infrastructure vs Global Equity

relative performance index

1.1

—_
N

—_
o

—_
o

e
©

- 3.0
0.9 -
0 . 8 T T T T T T T T T T T T 3 . 5
:\’\/ \',\’1/ ,,\”) \’,\”3 :\v \’,\b& :\% \',\<o ,'\‘0 \',\‘o ,\’\ \',<\ :\%
\,bﬁ\ \o \’b(\ \o \,00 \\) \,b(\ \\\, \,bﬁ\ \\> \,bﬂ\ \\5 \,00

=== Global Infrastructure vs Global Equities (LHS)

e JS 10 Year Government Bond Yield (RHS, Inverted)

US 10 year government bond yield (inverted)
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Key scenarios
Market is pricing a ‘Goldilocks’ scenario

Growth
A
Asset Allocation Trades Asset Allocation Trades
" — Cash (transition) — Inflation Breakeven
- Equities " — Real assets — Resources v A-Reit's
— Credit (Yield play) — EM Equities o :
~ Bonds (Yield play) — EM Debt ‘ — Equities (post — Short duration
play transition) — Short bond proxies

— Long AUD, CAD
— Commodities

Asset Allocation Trades Asset Allocation Trades

— Bonds/long — Curve flatteners _ .
duration - Long USD / AUD ~ gﬁSht ties & _ lég;gp\ﬁlsat'“ty

— Short equities & — Long volatility creodriteqw €S _ Long utilities v tech
credit (S&P Puts)

> Inflation

Source: Schroders.
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When it’s time to leave the party
We’'re not sure it's midnight yet, but it's pretty late

“They are dancing in a room in which the clocks
have no hands”
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Picking winners or avoiding landmines?
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Gross return, risk and drawdown objectives
Delivering capital growth whilst managing volatility and drawdowns

The team has a strong history managing a Real Return strategy

$20,000

18,000

16,000 /VV\M AN

14,000 ,_/‘/;//\/’\/ ‘:\/\/
~ China crisis
/ Apr 15 - Feb 16
12,000 “Taper tantrum” ASK~13:7%
—_— RRF: -2.5%
A May 13 - Jun 13
10,000 - /\/\/\V ASX: -6.7%
—_— RRF: -0.2%
European debt crisis

ASX: -15.1%

RRF: -0.6%

6,000 T . T . T . T . T . T . T . T . T . |
Sep 08 Mar 09 Sep 09 Mar 10 Sep 10 Mar 11 Sep 11 Mar 12 Sep 12 Mar 13 Sep 13 Mar 14 Sep 14 Mar 15 Sep 15 Mar 16 Sep 16 Mar 17 Sep 17 Mar 18

——Schroder Real Return CPI Plus 5% Fund (Gross) - Professional Class ——ASX 200 Accumulation Index CPI Trimmed Mean + 5%

Source: Schroders, Datastream, ABS. Cumulative performance shown for the Schroder Real Return CPI+5% strategy (gross of fees) since inception to 31 March 2018. Past Performance is not
a reliable indicator of future performance. CPI is measured by the RBA Trimmed Mean as published by the ABS. Performance of the Unlisted Fund is shown to illustrate how a comparable
managed fund using the same strategy has performed over longer time periods. Performance of the Schroder Real Return Fund (ASX:GROW) may vary due to differences such as market
making activities, variations in implementation strategy and inflows/outflows.
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What is the probability of loss

A risk measure that considers the starting valuation and the nature of the asset

Probability of loss is the
amount of the distribution
below 0%

<€

-15% -10% -5% 0% 5% 10% 15% 20% 25% 30%

Source: Schroders. For illustrative purpose only; Past performance is not indicative of future return.
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Volatility is not risk
Risk is the probability of loss

VIX versus probability of loss for US equities

70 70
60 60
50 50 —
X
0
(2}
40 . 40 5
X ! i 2
> 1 : >
30 i il 303
I 1 ]
I I e}
\ | 1.
20 | ' il oo
b | !
[ i :
10 A/ 10
0 I 1 1 1 T T 1 1 1 0
1992 1995 1998 2001 2004 2007 2010 2013 2016

=——S&P 500 VIX (LHS) —US Equities - Probability of Loss (RHS)

Source: Schroders, Datastream

35 Schroders



Return and Risk Forecasts
Components of equities return

Australian Equities

14
12

10
3.2

5.7

Local Return (%)

0 .

0.9

9.8

-1.2

8.6

Yield
Growth

Valuation

Nominal Long Run Long Run

Return
Forecast

Cyclical  3Y Return

Valuation

Forecast

US Equities

14
12
10
S
£ 8
=]
kol
14
® 6
8 29 -2.1
-
4
2.7 2.4
2.0
2
0.3
0 T T T T T __\
Yield Nominal Long Run Long Run Cyclical 3Y Return
Growth  Valuation Return Valuation  Forecast
Forecast

Source: Schroders. 31 March 2018. For illustration purpose only. Past performance is not indicative of future returns
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Return & risk forecasts
Time lapse record of our monthly forecasts

The dynamic nature of both our return and risk forecasts requires a more flexible asset allocation
Expected 3Yr pa Return vs Probability of Loss

35%
30%
25%
20%
&
T 15%
>
J T
5 S— @ Global ReTs
S 10%
b4 Asian Gov't Bonds .
£ .UK Gov'tBonds  Aus Equities Unf
g sud EM Govt Bonds Euro Equities
v Aus Gov't Bonds us French Gov't Bonds
German Gov't Bonds
Z S FEme. Japanese Equities
g D e « =
i Global Equities UK Equites @)
US Cash US Equities
5%+
-10%-
-15%
-20%"
I T A T T T T T T T T 1
0% 8% 16% 24% 32% 40% 48% 56% 64% 72% 80% 88%

Probability of Loss

Source: Schroder Investment Management Data as at: 24 Jul 1998
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Return and risk forecasts
Not all risks are the same

Return and risk forecasts

Expected Return p.a over 3 yrs

16%
14%
12%
10%
Aus. Equities
" CPI+5%
6% & (=
0 EM Bonds UK Equities
4% aus 16 Cragit Aus. High Yied 7 EeS ()
, -REITs
usic Credlt‘ Euro Equities
2% & Aus. Gov't Bonds & Global High Yield

Aus. Cash US Gov't Bonds ()

0% US Equities %ﬁﬁcﬂ—

Bonds

o German Gov't
2% Bonds

0% 10% 20% 30% 40% 50% 60% 70%

Probability of Loss

B Growth Diversifying m Defensive

Prob.

10%
0%

X _10%

>

3]

X

0 _20%

(]

(7]

(o]

> -30%

i)

(2]

f=

2 40%

(=]

s

5 50%

[e]

o
-60%
-70%

of loss versus downside risk

‘ Aus. Cash
’ Aus. Gov't Bonds Japanese Gov't
Aus. IG Credit . Bond
us crea Euro IG Credit 2
US Gov't Bonds g .
Aus. High Yield G man d<33°"‘
Aus. Equities
Global High Yield
(H)
EM Bonds
‘ A-REITs
UK Equities
Global Equities (H§Q
US Equities
apan Equitie’ q
‘ Euro Equities
EM Equities (H)
0% 10% 20% 30% 40% 50% 60% 70%

Probability of Loss

B Growth Diversifying m Defensive

Source: Schroders as at 31 March 2018. Countries, stocks and sector weightings and returns are mentioned for illustrative purposes only and should not be viewed as a
recommendation to buy/sell.
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How we are invested

Schroder Real Return CPI Plus 5% Fund as at 31 March 2018

Portfolio — Capital Weights

Australian Equities
13.9%

Cash and Short Term
Securities*
26.5%

Australian Small Cap
Equities
1.1%

Global Equities
8.9%

Asian Equity Yield
2.4%

ol i viel

2.0%

Emerging Market
Bond

5.1%
Australian Higher
Yielding Corporates
5.0%
Australian Floating

Australian Bond
9.8%

Australian Asset

Backed
4.5%
Australian Index Australian  Global Corporates Rate Corgorates
Linked Bond Corporates 7.4% 0.0%
3.8% 8.8%

Additional Portfolio Information

FX Exposure: 17.4% Duration: 0.7 yrs
USD (weighted): 7.6%

EUR: 1.1%

GBP: 1.5% Implementation

JPY: 2.7% Internal Funds / Pools 75.8%
Other 4.5% Direct 24.2%

Source: Schroders. *Within the Cash and Short Term Securities component of the Schroder Real Return CPI Plus 5% Fund, 13.3% of the Fund is invested in term deposits, floating rate notes,

and negotiable certificates of deposit.
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Portfolio — Risk Weights

SS: Interational ~ SS: Pac exJapan
Equities SS: Global IG Credit

SS: Australian Fixed
Income

) Equities
SS: Australian
Equities

Short US Equity

Futures \
Short USD Duration

~_

SS: Global HY Credit
Australian Equities

Short AUD Duration
Treasuries v Bunds _—

Spread
US CPI Breakeven /

Long ASX 200 / Short /
A-REIT '

Other/AUD
JPY/AUD
GBP/AUD
EUR/AUD
USD/AUD

|
Cast%
Mortgages and

Floating Credi ILBs Australian IG Credis— Australian Fixed
oating Credit Income

Australian Small Cap
Equities

International
Equities

Pacific ex Japan
Equities
Global HY Credit

>

\ Australian Hybrids

EMD Absolute
Return

Global IG Credit

Risk Contribution

m Market Exposure  51.4%
m FX 20.5%
RV Trades 9.5%

m Bond and Equity Overlays 6.4%
Stock Selection 12.2%
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Questions?
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Key views In our portfolios
Investment outlook

Markets &
Strategies

Risk management &

Expect low returns from most assets.

Both global equities and sovereign bonds remain
vulnerable to downside risk.

QE driven equity markets (US, Japan, Europe) most
expensive.

Bonds remain expensive. Fed to continue to
tighten and begin reducing balance sheet.

Credit valuations stretched.

Short A-REIT’s vs ASX 200

EM has been volatile. Risk remains for broader EM
weakness

Long FX (mainly USD) v AUD

Source: Schroders

Portfolio construction

Overall risk levels remain low. Cash weight elevated
(store of value and optionality given still expensive
markets).

Protection through RV trades: curve flatteners and
put options.

Prefer Australia equities within relatively low overall
equity exposure.
Maintaining some duration but less than ‘normal’.

Have reduced exposure following spread tightening.

Protection against higher yields.

Exposure remains modest and selective

AUD still a good risk hedge & source of return.
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Why inflation matters

Unwind of bets on low volatility — sudden and severe

Proshares Short VIX Short-Term Futures ETF
Market cap
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Source: Bloomberg
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Schroder Real Return Fund (ASX:GROW)

Focused on the things that matter

— An objective based, diversified investment solution

— Targeting a smoother path of returns which is not
reliant on a single asset class source of return

O Casting our net as widely as possible

2
S CPI
Adaptable to different market environments 2 +5%
/f - Our dynamic asset allocation approach provides ©
flexibility to change as markets change >
- Offers both growth and downside risk = ~5% Min.
management of capital o E’_;, Vol2 losses
o

Active management

", > proven track record in objective-based investing
over 8 years

The expertise and experience to deliver
\"\ — An experienced and award-winning team with a
Flexible and diversified

Source: Schroders. Investment objectives are targets only and not guaranteed. Expected volatility and beta are an internal objective only.
"Return objective is per annum gross of fee over rolling three year periods.
2Upto 8% p.a
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Schroders investment philosophy
Objective Based Investing

Our philosophy We manage to our return and risk objectives

— Investors want returns above inflation or cash but
few manage to it

— Risk is losing money, not volatility

— Minimizing drawdowns is crucial

— Valuations matter

— High conviction asset allocation needs to be
responsive to changes in outlook

— Investment decisions should be framed around
the objective

Wealth

We continually assess investment opportunities so
that the portfolio is well placed to meet our
objectives whilst minimizing variability around this
target.

Time Horizon
------- CPI + 5% objective

Investment opportunities are continually assessed in order to meet our objectives

Source: Schroders
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Schroders’ Real Return Strategy

Our core beliefs

1 Valuations of asset classes matter just as much as for
individual securities

2 Asset allocation needs to be broad and flexible - responding to
changing markets

3 Risk is losing money and not meeting investment objectives,
NOT volatility

46
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Portfolio Risk Management
Portfolio Management beyond Asset Allocation

1. Avoid

— Valuations inform us about
prospective risk and returns

— Risk of loss guides risk allocation not
backward looking measures of
volatility

Volatility vs. Probability of loss
Reduced portfolio risk given elevated
probability of loss

|

Low Market Volatility High

Low Market Volatility High

Time >>>>
Probability of Loss

Market Volatility

2. Diversify and Mitigate

— Own assets where risk is lowest

— Normal volatility (diversification) but
diversification difficult in stress
environments

— Specific risk (strategy based)

— Low probability but high impact (tail
risk insurance)

Deflation Risk

Bund vs Treasury

0.7yr Portfolio
spread

Duration

Short AUDUSD for USD and EUR
China slowdown risk Curve Flatteners

Reach for Yield Tail Risk Hedge

Short REITs vs. .
market S&P 500 Put Option

3. Re-assess

— If drawdown occurs - Why?

Outlook changed (cut risk - but
what risk?)

— Prices changed (ex ante risk may
have fallen - hold or add)

Increase in ex poste volatility is not
an increase in risk

§OI§RF1 example positioning adjustments

35%
30%
25%

20%

NP N B\ S\ B\ B A AP
SR ?" S 7", SR
e Fquities and Global HY Credit e Cash

Source: Schroders, as at 31 March 2018.
1SRRF is the Schroder Real Return Fund.

47

Schroders




How does this compare to a traditional portfolio?
Focusing on client objectives

Traditional Objective Based Objective Based, lower risk
Schroder Balanced Fund Schroder Real Return CPI Plus 5% Fund Schroder Real Return CPI Plus 3.5% Fund

26.9%

m Australian Equities m Australian Equities m Australian Equities

= Global Equities = Global Equities = Global Equities

m Property Trusts m Property Trusts = Property Trusts

= High Yielding Credit = Higher Yielding Credit = High Yielding Credit

m Emerging Market Debt m Emerging Market Debt m Emerging Market Debt

m Objective Based m Absolute Return Strategies m Absolute Return Strategies

= Australian Fixed Income = Australian Fixed Income = Australian Fixed Income

= Global Fixed Income = Global Fixed Income = Global Fixed Income

m Inflation Linked Bonds = Inflation Linked Bonds m Inflation Linked Bonds

= Mortgages and Sub-debt = Mortgages and Floating Rate Credit = Mortgages and Floating Rate Credit
= Cash and Short Term Securities = Cash and Short Term Securities = Cash and Short Term Securities

Source: Schroders.
Please note that these are indicative asset allocation only and may change, subject to market conditions and outlook, and may not add to 100 due to rounding, as at 31 March 2018.
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Where does Real Return fit in your portfolio?
A flexible, professionally managed, diversified solution

Core holding Portion Replacement/complement
A core portfolio in a ‘core satellite Replacing a portion of each asset class Replacing/complementing
approach alternative assets

Or a cost effective professionally managed whole of portfolio solution
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A range of Multi-Asset Solutions

Different solutions for different objectives

Schroder Balanced Fund

Schroder Real Return
(CPI Plus 3.5%)

Schroder Real Return
(CPI Plus 5%)

Schroder Real Return
(ASX:GROW)

Asset Class

Multi-Asset/Traditional

Multi-Asset/Objective Based

Multi-Asset/Objective Based

Multi-Asset/Objective Based

Benchmark

Constrained - 60/40, Peers

None/Flexible

None/Flexible

None/Flexible

Target performance/
risk objective

Max return subject to risk
constraints

CPI+3.5%, min sequence and
downside risk

CPI+5%, min downside risk

CPI+5%, min downside risk

Growth 40-70% Growth 0-50% Growth 0-75% Growth 0-75%
Asset allocation ranges Diversified 0-30% Diversified 0-75% Diversified 0-75% Diversified 0-75%
Defensive 10-60% Defensive 0-100% Defensive 0-100% Defensive 0-100%
Timeframe 5 years + 3 years 3 years 3 years
Strategy Active, SAA with TAA overlays Target return/downside risk Target return/downside risk  Target return/downside risk

focus, flexible AA

focus, flexible AA

focus, flexible AA

Investment phase

Accumulation

Accumulation, Pre-retirement,
Pension, Income/Low risk

Accumulation, Pre-
retirement and Pension

Accumulation, Pre-retirement
and Pension

Distribution

Normally twice yearly

Aims to distribute at least the
RBA cash rate quarterly

Normally twice yearly

Normally twice yearly

Availability

Unlisted

Unlisted

Unlisted

Quoted on the ASX

Source: Schroders. Investment guidelines are internal only and subject to change without notice.
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Strategy Performance
As at 30 September 2017

Performance across Multi-Asset strategies

Performance 3yrs(p.a.) 5 yrs (p.a.) 10 yrs (p.a.)

Schroder Balanced Fund' 9.3% 7.5% 10.0% 6.9% 9.0%
SAA Benchmark 8.4% 7.6% 9.9% 5.4% 8.3%
Quartile ranking? 1 2 2 1 1
Balanced Fund% Volatility 3.7% 6.1% 5.6% 7.7% 7.0%

Schroder Real Return Fund CPI

Plus 5% (RRF5%)" 5.5% 5.3% 6.7% - 7.1%
CPI3 1.8% 1.9% 2.2% - 2.4%
RRF5% Real Return 3.7% 3.4% 4.5% - 4.7%
RRF5% Volatility 1.8% 3.1% 2.8% - 5.0%
T e 7 - -
RRF3.5% Real Return 2.5% 2.4% - - 2.4%*
RRF3.5% Volatility 1.3% 2.2% - - 2.1%

Source: Schroders. 'Returns are displayed gross of fees for the Schroder Balanced Fund (Professional Class), the Schroder Real Return CPI Plus 5% Fund (Professional Class), the Schroder
Real Return CPI Plus 3.5% Fund (Institutional Class) as at 30 September 2017. Past performance is not a reliable indicator of future performance. Inception of the Schroder Balanced Fund
(Professional Class) is 23 August 1996. Inception of the Schroder Real Return CPI Plus 5% Fund (Professional Class) is 1 October 2008. Inception of the Schroder Real Return CPI Plus 3.5%
Fund (Institutional Class) is 5 March 2014. 2Quartile ranking data based on Morningstar as at 30 June 2017. 3CPI is measured by the RBA Trimmed Mean as published by the ABS until 30 June
2017. 4CPI return since inception of the Schroder Real Return Fund CPI Plus 3.5% was 2.0%.
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