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Leveraging Mercer’s Global Expertise

= \ ]

45+ 150+ 20 US14.3tn USS306bn

Years of experience in Staff in Australia Countries located in Global assets under advice# Global assets under management*
investment consulting

25 1,300+ 2,800 AS1.82tn AS40.8bn

Years managing multi- Colleagues globally Organisations served Australian assets under advice# Pacific assets under management*
manager portfolios globally

Dedicated consultants and specialists in all relevant areas such as capital markets, manager research, responsible investment, investment governance etc

Data asof | #30June2019 | ~30June 2020

#Assets under advisementincludes aggregated data for Mercer Investment Consulting, Inc. and its affiliated companies globally (“Mercer”). Data is derived from a variety of sources, including, but not limited to, third-party
custodians or investment managers, regulatory filings, and client self-reported data. Mercer has notindependently verified the data. Where available, data is provided as of 30 June 2019 (“Reporting Date”). If data was not available as
of the Reporting Date, information from a date closestin time to the Reporting Date, which may be of a more recent date than the Reporting Date, was included. Data includes assets of clients that have engaged Mercer to provide
project-based services within the 12-month period ending on the Reporting Date, and assets of clients that subscribe to Mercer’'s Manager Research database.
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Investment Philosophy underpinning everything we do

All clients are different | Aninvestor's true risk is failing to meet obligations | Robust governance is critical to success
Improved risk-adjusted returns necessitate a more complex set of arrangements | ESG can affect long-term outcomes

Don’t putall your eggs in one basket.
We get the right mix of assets to
smooth out periods of market volatility

Exploit opportunities.

We use investment managers who
bring skilful judgement in exploiting
market inefficiencies to add value

CLIENT
Prepare for the future. OBJECTIVES Flexibility gets results.

We address potential risks that arise
from social or environmental issues,
policy changes or failures in
governance, and assess how you’ll

m robj ivesinthef r OPERATIONAL
eet your objectives in the future EFRICIENGY

We intelligently reduce levels of an
overly expensive asset class, while
increasing exposure to assets with

greater potential

Every bit counts.
The routine costs of the investment process
can affect returns across your portfolio

" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 4



Portfolio construction
A clear and robust process

Investment philosophy

Strategic asset allocation

Dynamic asset allocation
1-3 years: shorter term return timeframe
Valuation, market themes and trends
Updated quarterly

Strategy / manager selection

Portfolio construction

Mercer portfolio guidelines

Updated annually

Practice portfolios

Reviewed quarterly

Reporting and monitoring

Monthly, quarterly, annual cycle
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Global Capital Markets Team

Canada

* Bruno Vanasse
* David Zanutto

* Mariusz Wielocha

UK

* Michael Cross
e Steven Sowden
* Richard Walsh

us EUROPE EX -UK
* Anthony Brown « Jan Tol (Holland)
» Jay Love « Michael Butler

* Shaum Shrinivas
* Polina Denissova

(Ireland)

|
GLOBAL HEAD OF CAPITAL MARKETS

|
AUSTRALIA / NEW ZEALAND HEAD OF CAPITAL
MARKETS

o
GLOBAL HEAD OF STRATEGIC RESEARCH

®% MERCER

JAPAN

* Yasutaka
Takeuchi
» Daisuke Aoki

ASIA EX-JAPAN

& EMERGING Y """ """ttt
MARKETS AUSTRALIA
. * Harry Liem
 Chin Yee Koh « Nick White
+ Valerie Tang  Chris Park
« David See

» Alice Tjahja
Michelle Ouyang
* Ted Li

* Matthew Lam

» Sachi Kumarapeli

NEW ZEALAND

* Harry Liem*

* Rob Kavanagh
 Philip Houghton Brown
« Brodie Catterick



Modelling inputs

FACTOR MARKET AWARE

Current core inflation + 1 year forecast reverting to central

Inflation bank policy
MACRO-ECONOMIC
GDP Currentrate + 1 year forecast mean reverting to steady
state
CASH & FIXED . . .
+
INTEREST Term + Credit Current rates with reversion to long term curves
EQUITIES Equity Risk Premium Incorporates current P/E and reversion to long run pricing
ALTERNATIVES Range of Risk Factors Based on current pricing of risk premia and the composition

of each alternative investment

" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved.



Capital Market Simulator

Projects up to 90
Capital Market years of economic

Economic inputs Simulator scenarios for 2,000

trials

CMS is also known as an ESG or “Economic Scenario Generator” in that it allows for projections of an
economically and statistically consistent data set.

Stochastic: it creates many possible economic scenarios of the world (“trials”) to create probability
distributions

& VMIERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved.



Capital market assumptions
How they derive the strategic asset allocation

. . Risk factor analysis using the
Sl LTS LT LTRSS GrowthPortfolio Toolkits(’GPT)

CMS guarantees economic consistency in our projections Alternative Assumptions

Built from sensitivity to various risk premiums
Australia World ex-Australia 1
Asset Allocation
Infiaton 93

etails

Performance Analysis
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Mercer’s December 2020 Market Aware CMAs

5Year 10 Year 20 Year

December 2020 Market Aware (gross of tax, feesand alpha) ~ Geometric =~ Standard  Geometric  Standard  Geometric  Standard |

Mean Deviation Mean Deviation Mean Deviation
Australian Large Caps 19.6% 6.6% 19.1% 6.9%

Australian Small Caps 21.6% 7.0% 21.0% 7.3% 19.8%
Developed Markets Equity (UH) 17.9% 5.5% 17.5% 6.3% 16.6%
Developed Markets Equity (H) 19.0% 4.6% 18.5% 5.8% 17.4%
Developed Markets Small Cap (UH) 21.3% 6.2% 20.8% 7.0% 19.6%
Emerging Markets Equity (UH) 22.7% 5.5% 22.0% 8.0% 22.7%
AREITs 15.0% 6.2% 14.9% 6.5% 14.9%
GREITs (H) 17.7% 4.9% 17.6% 5.8% 17.4%
Global Listed Infrastructure (H) 15.0% 5.8% 14.9% 5.8% 14.6%
Global Unlisted Infrastructure (H) 11.3% 5.9% 11.2% 6.2% 10.9%
Australian Direct Property 11.3% 6.5% 11.2% 6.7% 11.0%
Hedge Funds - Multi-strategy (H) 7.7% 4.9% 7.7% 5.8% 7.6%
Private Equity (H) 26.2% 6.5% 25.5% 7.7% 24.0%
Private Debt (H) 12.5% 7.2% 12.3% 8.0% 11.9%
Global Absolute Return Bonds (H) 6.5% 3.3% 6.3% 4.1% 6.0%
Australian Fixed Interest Composite 4.1% 0.8% 4.2% 2.4% 4.6%
Australian Government Bonds 4.7% 0.6% 4.8% 2.2% 5.1%
Australian Non Government Bonds 3.3% 1.2% 3.6% 2.7% 4.0%
Developed Markets Fixed Interest Composite (H) 6.3% 0.3% 6.3% 2.1% 6.4%
Developed Markets Government Bonds (H) 7.4% 0.0% 7.4% 1.8% 7.2%
Developed Markets Non-Government Bonds (H) 5.6% 0.8% 5.8% 2.6% 6.0%
Cash (Bank Bills) 1.3% 1.4% 1.4% 2.3% 1.8%
CPI (Australia) 2.3% 1.9% 2.3% 2.1% 2.3%
& VMIERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 11




Setting long term expectations
Implications of capital market trends

Implications of Mercer’s capital market assumptions

Probability of meeting objectives over the long term (20 years) Reduced
Probability of meeting objectives over short to medium time horizons (3 years to 10 years) Reduced
Probability of a negative return Increased
Standard Risk Measure Increased

" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 12



The strategic asset allocation process

The purpose of a strategic investment review is to:

= L ® ® #

Ensure the objectives Improve therisk / Ensure the investment Ensure the SAAs are Comply with
of each Option / return characteristics strategies arein upholding the Fund’s regulatory
portfolio remain of the Options / keeping with peers or investment beliefs requirements

appropriate portfolio risk profiles

An SAA provides a long term neutral portiolio:
I I I I I I I I e |

Medium term (1-3 years) = | Long term (5+ years) = [
Dynamic Asset Allocation (DAA) | Strategic Asset Allocation (SAA)

Short term (<1 year) =

Tactical Asset Allocation (TAA)

Exploitation of short term inefficiencies Dynamic adjustments to the SAA to A diversified asset allocation that is I
through market timing, efficient exploit medium term opportunities such I expected achieve the risk and return I
implementation and active stock as significant deviations away from fair objectives over time with high

selection value I confidence, based on long term I

economic/asset class relationships

| | | | | | | iy
" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 13



The strategic asset allocation process

Better
Frequency

of a negative understand

return and manage
Probability risks
of meeting

. . ‘—_____/ o’
ObJeCtIVE’S Capital Markets Simulator (CMS)

1. MODEL SAAs
Using CMS with
agreed assumptions

5.AL'I;EI-\RI-I\\JATIVE > ASSESS Portfolio Downside — L= ' I I ﬁ i B I I I

Quantitative risk and sensitivity
return outputs versus
budgets

| Atermaive gssumpiions

risk
measures

Determine
enhancements, adjust
weights, add asset
classes

Risk factor
diversification

Global Portfolio Toolkit (GPT)
4. REFINE 3. ANALYSE

H H H ected portfolio return (%pa) under different scenarios G e Liquidity risk
New idea, Mercer Qualitative overlay, - By 1 svess festng - Expected portolio et (pa) mdar G quidity
specialists, macro constraints . f i ——cara] condiions
‘ 7 +Scenario analysis 1 [ Il e condtions
outlook, research governance, fees = Recommended SAA I' [ w1
S5 years BN
o
Stress and o=
1
scendrio ?:" :
o%

testing

Stagflation

T o e 50 180 35 0
Days

Lost Decade
Higher Yielas
Lewer Yields

S5

Weak Growth
Heusing comectios
dit rating dommgrade
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Comparison with actual rolling 10 vear returns for a sample balanced fund*

Over the period from 2010-2020, our average targetreturn (thered line) was 7.2% p.a.
The actual average of the 10 year rolling returns (the green line) was 7.3% p.a.
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*A sample 60/40 portfolio consisting of 30% Australian Shares, 15% Overseas shares UH, 15% Overseas shares H, 20% Australian Fixed Interest, 20% Overseas Fixed Interest) before tax and fees.
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Dynamic Asset Allocation (DAA)
Taking advantage of medium term opportunities

In the managing portfolios, Mercer also seeks to improve portfolio outcomes through DAA. Mercer's DAA committee meets quarterly
and provides a structured framework to arrive at a formal house view on core asset classes with a one to three year time horizon

Medium-term investment horizon

Economic outlook Defensive / growth view Asset class views Customised fund recommendations
* Growth * Market valuations * Absolute and relative valuation
* Inflation and monetary policy * Risk appetite measures

* Momentum

) 4
DAA Dashboard .
2021 Q1 at a glance Asset class views
Current DAA view (/ {P‘;z;::ngeld)um
IUnattradwe(Extreme)lunattramve Neutral Ama[lwsIAma(tlvs(Extveme) NEUTRAL EXpeCted to perform in ”ne With Mercer,s |ong_term

return assumption over two years

LN (e A S Expected to exceed (lag) Mercer's long-term return
‘ (Unattractive) EESNloIilelaReZI AT RYEE S

Australian Equiti Defensives vs Growth Global Equiti .
ustratian Lquities —— S Expected to outperform (underperform) Mercer's

EXTREMELY . .

long-term assumption substantially over two years
ATTRACTIVE y o . ;

(‘Substantially’is considered to be outside a range
(Extremely o .

. of +/-15% of the cumulative performance over two

unattractive) :

years based on Mercer long-term assumptions)

Australian Bonds Global High Yield Property Currency
(AS vs USS)
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DAA track record
A proven ability to add value

Cumulative value add from Australian DAA

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

-0.5%

-1.0%
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

@B Return per quarter —Cumulative return

" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 17



Selecting investment managers
Global and rigorous

Idea generation
How strong is the manager’s ability to generate value-
adding investment ideas?

11,817 Strategies are Rated Portfolio construction
55% of Rated Strategies are A, B+, or B How effectively are these investment ideas translated into
weightings within portfolios?
Implementation

6,705 Managers
35,622 Strategies

Review of Mercerlnsight entry
Previous Mercer research

T | —— How much of the vglue-add is given back in the form of transaction
Performance and portfolio analysis costs and opportunity costs?
Business management
Idea generation Well-managed investment firms are more likely to maintain and
Portfolio construction enhance the competitiveness of their investment strategies over time.
Implementation
Business management
Ratings Review Committee A Above average prospects of outperformance
Highly rated candidates B+ Above average prospects of outperformance but with some reservations

(ongoing monitoring)
B Average prospects of outperformance

C Below average prospects of outperformance
N Notrated
R Early stageresearch / Research nolonger maintained

Candidates *Manager and Strategy Statistics as of 30 June 2020, includes sub advised strategies.
https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2018-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf
" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 18



https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2018-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf

Reviewing investment managers
A robust process is key to the rating

Broader asset class
— Mercer’s
* Equities manager universe
* Real assets
* Bonds
* Cash ,
Filtered for A and B+ / Highly rated

* |deageneration

» Portfolio construction
* Implementation f,
* Business management ;' Finalist

| ” candidates

managers

Portfolio construction

* Quantitative assessment
* Qualitative assessment

Suitability

* Thorough due diligence
* Costs

" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved.



Value Added Since Inception to 30 September 2020 (% p.a.)

5.1%

7.1%

Consistently developing Alpha

Real value for clients

4.2%

4.2%

3.0%
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1.0% 1.0% 0.8%
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The New World
Policy distorting the economy

Unprecedented policy stimulus

- $25 trillion 10% =

- $20 trillion 8% 4

- 515 trillion 6% -

- $10 trillion 4% -
- 55 trillion I I I I I I I %
L SO trillion 0% -

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Total balance sheets
Total budget deficits

I

Sources: Bloomberg for central bank balances sheets. Haver Analytics, CEIC, Morgan Stanley Research forecasts for budget deficits. Total balance sheet figures represent data from the European
Central Bank, the Bank of Japan and the People’s Bank of China. Total budget deficit figures represent the China, Eurozone, Japan and US government headline budget deficits.
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The New World

From fixed income to no income

®» MERCER

7%
6%
5%
4%
3%
2%
1%
0%
-1%

A

AR
Ry A

Global Government Bond Yields since the end of 2007

A,

2007 2008

Source: Datastream

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

—US TREASURY 10Y —GERMAN BUND 10Y
—UK GILT 10Y ——AUSTRALIA TREASURY 10Y
—JAPANESE GOVERNMENT 10Y

Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved.
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The New World

The rise of negative vielding debt

Negatively yielding debt (USS$ trillions)

20
15 A\/\/A‘
10 I‘\\WW

5

0 . A . . . . . .
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

®& MERCER Source: Bloomberg

Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved.
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The role of fixed income
Traditional considerations

3 Year Rolling Correlation between Bloomberg Barclays U.S. Treasury TR and S&P 500 in SA
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The New World
Fixed Income in Mercer’s reference porttolios

®% MERCER
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The New World

A complete and diversified fixed income portfolio

Global IG Credit/High Yield Bonds

Global
Credit

Emerging
Market Debt

Inflation Linked Bonds

Cash, Absolute Return Fixed Income

®» MERCER

Credit Premia

~ Emerging
Markets Premia

Inflation Premia

Alpha Returns
above Bank Bills

Mercer View:

Premia driven by positive economic growth/activity, contracting spreads

Mercer is currently neutral to global high yield. High-yield spreads are still
moderately attractive entering 2021 despite the significant tightening as we
remain constructive regarding the prospects of vaccines, ongoing Fed
supportand improving default activity over the next few years.

Emerging Market Debt

Mercer View:

Premia driven by positive in commodities, broader economic growth and
lower US interest rates/dollar.

Mercer is currently neutral to EM debt given the elevated risk levels despite
attractive valuations. Despite the recent rally, EM FX continues to be
inexpensive relative to the USD.

Global Sovereign Bonds

Mercer View: Underweight

Premia driven by outperformance during economic downturns and early
stage recessionary environments as investors seek liquidity and creditworthy
counterparties.

Mercer is currently unfavourable to global sovereign bonds and safe haven
assets given relative spreads and current valuations. In spite of yields rising
in some cases, government bonds are still expensive by historical standards.

Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 28



The New World
A Credit cycle allocations

Early (Recovery) Mid (Expansion) Late (Downturn) Recession (Repair)

Cycle Free cash flow generation, Easy lending standards,  Lending standards tighten, ~ Operating environment

Stage improving credit metrics, availability of capital, more shareholder friendly  bottoming, balance sheet

Characteristics deleveraging underway increased borrowing, behavior, borrowing costs  stabilization, cost cutting,
rising leverage metrics rising, liquidity diminishes  asset sales to raise liquidity

Asset Allocations

IG Corporates ° ®

HY Corporates ® ® ®

Bank Loans ® .

EM Debt ® ®

Structured Credit ° ®

Governments . ®

® = Strategic (overweight) allocations in core plus, unconstrained and multi-asset credit portfolios

= Tactical (or marketweight) allocations in core plus, unconstrained and multi-asset credit portfolios
® = Opportunistic allocations depending on portfolio return objective and risk tolerance
& VMIERCER Source: Western Asset. As of 31 Jul 19 Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved. 29



The New World
Scenario testing

High
Lower rates Faster
Economic Growth for longer tightening
De-

globalization

Financia

Lost  crisis Stagflatio
decad n
Low é

Low Inflation High

Note “lower rates for longer” and “faster tightening” reflect asset class returns under unexpected changes to central bank
policy rather than actual economic GDP/inflation drivers

" MERCER Copyright © 2020 Mercer Investments (Australia) Limited. All rights reserved.
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The Proactive Managed Portfolio - Fixed Income Manager Line-up
A diversified portfolio of complementary strategies

MANAGED FUNDS Role in Mercer’s Managed Portfolios for Proactive Portfolios

Australian Fixed Interest

SERURBEIESERPTSIENERMN Active exposure to high quality (A+ average) domestic and global fixed corporate and government related income
Absolute Return Bond Fund securities for alpha generation and diversification of risk and duration in a lower for longer environment.

Macquarie True Index Free index exposure to Australian fixed interest index comprising majority Australian government and semi-
AVRIEIERNEY CRREIER AR government bonds for defensive characteristics and portfolio downside protection.

Global Fixed Interest

A specialist global sovereign bond strategy with a clear and relatively simple investment strategy. The fund does not
invest in credit securities and does not seek to generate retruns from the more complex and nuanced fixed income

trading strategies.

Colchester Global Government
Bond Fund
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Important Notices

‘MERCER’is a registered trademark of Mercer (Australia) Pty Ltd ABN 32005315917.
Referencesto Mercer shall be construed to include Mercer LLC and/or its associated companies.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part,
to any other person or entity, without Mercer’s prior written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to convey any guarantees as to the future performance of the investment
products, asset classes or capital markets discussed. Past performance does not guarantee future results. Mercer’s ratings do not constitute individualised investmentadvice.

Any advice contained herein is of a general nature only, and does not take into account the personal needs and circumstances of any particular individual. Prior to acting on any information contained in this document, you need to
take into account your own financial circumstances, consider the Product Disclosure Statement for any product you are considering, and seek professional advice from a licensed, or appropriately authorised financial adviser if you
are unsure of what action to take

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no representations or
warranties as to the accuracy of the information presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any third
party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or constitute a solicitation on behalf of any of the investment managers, their
affiliates, products or strategies that Mercer may evaluate or recommend.

For the most recentapproved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

Conflicts of interest: For Mercer Investments conflict of interest disclosures, contact your Mercer representative or see http://www.mercer.com/clients/conflicts-of-interest-mercer-investments.html.

Mercer universes: Mercer'suniverses are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not assert that the peer groups are wholly
representative of and applicable to all strategies available to investors.

Risk warnings:

. The value of stocks and shares, including unit trusts, can go down as well as up and you may not get back the amount you have invested.

e Thevalue of Gilts, bonds, and other fixed income investments including unit trusts can go down as well as up and you may not get back the amount you have invested.
. Investments denominated in a foreign currency will fluctuate with the value of the currency.

e Thevalue of investmentsin real estate can go down as well as up, and you may not get back the amount you have invested. Valuation is generally a matter of a valuer’s opinion, rather than fact. It may be difficult or impossible to
realise an investment because the property concerned may not be readily saleable.

. Certain investments, such asilliquid, leveraged or high-yield instruments or funds and securities issued by small capitalization and emerging market issuers, carry additional risks that should be considered before choosingan
investment manager or making an investment decision.

. For higher volatility investments, losses on realisation may be high because their value may fall suddenly and substantially.

. Where investments are not domiciled and regulated locally, the nature and extent of investor protection will be different to that available in respect of investments domiciled and regulated locally. In particular, the regulatory
regimes in some domiciles are considerably lighter than others, and offer substantially less investor protection. Where an investor is considering whether to make a commitment in respect of an investment which is not
domiciled and regulated locally, we recommend that legal advice is sought prior to the commitment being made.

This documentis not for distribution to retail investors.
This document has been prepared by Mercer Investments (Australia) Limited (MIAL) ABN 66 008 612 397, Australian Financial Services Licence #244385.
Copyright 2021 Mercer LLC. All rights reserved.
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