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Accomplished, on all accounts.

Analyst View

Kathryn Young
Senior Analyst
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Role in Portfolio: Core

Morningstar Analyst Rating

Morningstar evaluates mutual funds based on five key pillars, which its
analysts believe lead to funds that are more likely to outperform over the
long term on a risk-adjusted basis

Analyst Rating Spectrum

& Gold

SSilver == Bronze ‘ Neutral ‘ Negative

May 08, 2016 | The number of international equit-
ies options available to New Zealand investors is
expanding, however, we continue to believe
OneAnswer International Share is a stand-out
choice. The multimanager approach is impressive
across the board-—stable lineup of quality man-
agers, impressive team in charge of manager se-
lection and portfolio construction, category-lead-
ing performance history, all at a reasonable cost.

The four-manager approach provides ac-
cess to differing investment styles but allows for
alpha generation in each segment of the market.
Core holding MFS has formed the bedrock of this
fund since 2002, and although its allocation has
been reduced as the size of the fund expanded, it
consumes about 45% of the portfolio. This aligns
with ANZ's sustainable growth investment philo-
sophy, but may result in underperformance when
value stocks are in favour. Quality growth-orient-
ated Vontobel was appointed in 2014 as a com-
pliment to MFS in the core allocation. Quantitat-
ive value manager LSV, appointed 2005, and
growth-specialist Franklin Investors, appointed

2002, provide strong style bias elements to the
portfolio. The managers have complemented each
other well for a considerable period of time in
changing market conditions. This is testament to
the portfolio construction process, which focuses
on minimal overlap and low correlation between
underlying portfolios. While a measured and high-
conviction approach is taken with manager selec-
tion — very few managers meet the stringent cri-
teria, resulting in very low turnover, and a select
group of back-up managers.

Senior mandate research manager Alan
Clarke is the primary investment decision-maker
behind the strategy and leads ANZ's manager se-
lection across the firm. Head of Diversified Portfo-
lio Management Stuart Millar also provides sup-
port—they have worked together in the ANZ
Strategy team for over a decade and have been
responsible for development of the fund in that
time. They've done an exceptional job and de-
serve commendation. Investors should take com-
fort the fund will continue to deliver.
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Process: Approach

Morningstar Category

Equity Region World
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MSCI World GR USD

Index Proxy

iShares MSCI World

Suitable manager selection and simplified
allocation process proven to work.

Process Pillar Positive

May 08, 2016 | ANZ Investments' multi-manager
international share strategy incorporates a mix of
quantitative and qualitative analyses. When se-
lecting underlying investment managers, the two-
person team looks first to quantitative elements
such as back-testing and returns-based style ana-
lysis to screen the investment universe. A shortl-

ist of managers is prepared and fundamental
qualitative assessment undertaken. The key
drivers of this evaluation are investment philo-
sophy, process, people, business model and per-
formance.

Consideration is also given to quantitat-
ive elements including attribution and bottom-up
risk and style analyses. The latter are key factors,
given the specific role ANZ Investments intends
each sub-manager to play.

The firm has access to analytical and re-
porting systems, enabling the team to “look

through™ at key portfolio metrics, stock holdings
overlap between sub-managers and to scrutinise
the underlying strategies as standalone offerings
and when they are combined. Underlying man-
agers are reviewed quarterly and a healthy list of
backup managers is kept on watch. The team will
also draw on the opinion of external consultants
when assessing potential managers for the fund.

Equity Style 31/03/16

Asset Allocation (Net Positions) 31/03/16

Sectors 31/03/16

Holdings-Based Style Map

P .2 (@ Fund Centroid:
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Deep Core Core Core High
Value Value Growth Growth
Equity Style Box Factors
Market Cap Fund 3-YrAvg Category Proxy
Giant/Large 78.5 78.2 837 874
Mid 20.0 20.2 15.0 126
Small/Micro 15 17 1.3 01

Avg Market Cap BilNZD 46.3 407  68.1 483

Value Measures Fund 3-YrAvg Category  Proxy
Price/Prospect. Earnings  17.2 16.9 16.7 171
Price/Book 2.4 24 2.2 1.9
Price/Sales 1.6 1.5 16 13
Price/Cash Flow 7.7 8.8 73 72
Dividend Yield 2.3 2.1 26 29
Growth Measures Fund 3-YrAvg Category  Proxy

Long-Term Earnings % 9.1 10.4 93 87
Historical Earnings % 35 57 441 27

Sales % 2.1 59 39 01
Cash Flow % -14.0 05 73 35
Book-Value % 43 24 117 34

Current Allocation

3-Year Average

Assets % Fund 3-YrAvg Category  Proxy
® Australasian Equity 0.0 0.0 0.0 00
® |nternational Equity ~ 99.9 99.7 0.0 00
® New Zealand Fixed 0.0 0.0 00 00

Income
@ |nternational Fixed 0.0 0.0 00 00

Income

Cash 0.1 0.3 00 00
® Qther 0.0 0.0 0.0 00
Region Exposure 31/03/16
Market Type Equity % Fund 3-YrAvg Category  Proxy
Developed 9.5 962 953 999
Emerging 35 38 47 01

Top 5 Countries Equity % Fund 3-YrAvg Category  Proxy

United States 56.9 52.3 56.9 59.0
United Kingdom 9.9 10.2 74 74
Switzerland 7.1 7.8 48 36
Germany 5.8 55 28 34
France 4.1 52 40 36
Key Ratios 31/03/16

Fund 3-YrAvg Category Proxy
Net Margin % 15.2 14.9 153 124
ROA % 8.0 8.1 81 59
Debt/Total Capital % 376 340 370 392
ROE % 230 214 216 177

Sector Delta

® Fund

A Index Proxy

Larger sector concentrations
versus the index move the
investment to the corner of the
triangle corresponding to that

Cyelical equity Super Sector.

Equity Sectors Fund 3-YrAvg Category  Proxy
Defensive 316 269 297 278
I= Consumer Defensive  15.5 135 123 109
[ Healthcare 15.3 13.0 139 133
(2 Utilities 0.8 0.5 36 35
M Sensitive 31.2 32.6 355 353
[F} Communication Serv. 2.8 26 48 49
[ Energy 3.1 47 47 67
£<3 Industrials 127 128 99 M2
[=] Technology 126 124 161 126

Basic Materials 46 6.3 39 49

Consumer Cyclical 140 153 135 118
Financial Services 17.9 18.5 155 170
Real Estate 0.7 05 18 33

Economic Moat 31/03/16

Fund 3-YrAvg Category Proxy

Wide Moat 513 461 506 402
Narrow Moat 382 426 361 412
No Moat 105 113 134 186
Coverage Ratio 778 738 803 86.8
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Process: Portfolio

Morningstar Category

Equity Region World

Category Index
MSCI World GR USD

Index Proxy

iShares MSCI World

Multi-manager approach results in
diversified sector exposure and
investment.

Process Pillar Positive

May 08, 2016 | The OneAnswer International
Share team does not over-complicate the alloca-
tion process between the underlying managers.
Emphasis is placed on low correlation and hold-
ings overlap between them. The subsequent port-
folio is diversified across investment styles. Core
holdings MFS and Vontobel are allocated about

45% and 15% respectively, while value-orient-
ated LSV and growth specialist Franklin Tem-
pleton typically will consume 20% each.

The manager benchmark was changed to
the MSCI ACWI from the MSCI World index in
2012 to allow for greater exposure to emerging
markets. However, this has yet to materialise in
any significant geographical shift and developed
markets continue to dominate the portfolio. U.S.
companies represent about half of the portfolio,
while investment in Europe is favoured relative to
the index at the expense of Japan/Asia.

The multimanager approach results in di-
versified sector exposure and investment across
the market capitalisation spectrum. Due to the
active nature of the sub-managers, the resulting
portfolio has an active share of 71%, meaning the
overlap with the ACWI index is only 29% of the
portfolio (at 31 Jan 2016).

Global equities can make up a significant
part of a well-diversified portfolio and this fund is
a suitable Core holding within an investor’s alloc-
ation to global equities.

Similarity to Index Proxy 31/03/16

Index Proxy Overlap Number of Equity Holdings
, Fund 435
\ Index Proxy 1,167
Proxy ) Fund -
4 Fund Overlap With Index Proxy
Holdings Overlap 251
Circle size represents number of Asset Overlap 28.3%

holdings.

Top Five Index Holdings Fund %  Proxy %
Apple Inc 073 189
Microsoft Corp — 130
Exxon Mobil Corporation 0.13 1.08
Johnson & Johnson 060 093
General Electric Co — 093

Top Five Index Sectors Fund %  Proxy %
Financial Services 17.94  16.96
[ Healthcare 1532 13.34
Technology 1259 12.58
Consumer Cyclical 1399 11.75
Industrials 1272 11.16

Portfolio Holdings 31/03/16

Previous Portfolio Date Equity Holdings

Bond Holdings Other Holdings

Assets in Top 10 Holdings Turnover Ratio (Reported)

29/02/16 435 8 112 14% 27%
Top 10 Equity Holdings Country Assets %  Assets % Index % Days Morningstar Rating  Economic Sector 1-Yr Total Ret
31/03/16  29/02/16  31/03/16  Trading for Stocks Moat %(NZD)
© Reckitt Benckiser Group PLC GBR 2.08 1.99 0.19 <l % Narrow I=] Consumer Defensive 21.02
@ Visa Inc Class A USA 2.03 2.00 0.47 <l kkkk Wide Financial Services 28.18
© Nestle SA CHE 1.61 1.56 0.73 <I kkkk Wide I= Consumer Defensive 7.67
@ Roche Holding AG Dividend Right Cert. CHE 1.44 1.49 0.53 < kedokkok Wide [ Healthcare -1.00
@ Bayer AG DEU 118 1.04 0.31 < kkkk Narrow [ Healthcare -11.76
@ Thermo Fisher Scientific Inc USA 117 112 0.17 <l kkk Narrow [ Healthcare 25.49
© Accenture PLC A USA 1.13 1.03 0.22 <1 xex Wide Technology 35.29
@ Honeywell International Inc USA 1.10 1.05 0.25 < xkk Wide Industrials 25.68
@ Time Warner Inc USA 1.10 1.04 0.18 <I kkkk Wide Consumer Cyclical -1.20
© Medtronic PLC USA 0.98 1.04 0.32 <1 xkk Wide [ Healthcare 17.98

Change since previous portfolio: @ Increase  © Decrease  3&New
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Performance

Morningstar Category

Equity Region World

Category Index
MSCI World GR USD

Impressive return history.

Performance Pillar Positive

May 08, 2016 | OneAnswer International Share
has achieved impressive peer- and benchmark-re-
lative performance numbers in the past decade.
The vehicle outperformed peer group each calen-
dar year since 2003, bar 2007 and 2009 when
more growth-focused funds took pole. 2015 was a
stellar year as the fund outperformed category av-

erage by 7.42%.

Core holding MFS has a long history of
outpacing the benchmark and has been a key
driver of performance for this strategy. Returns
were particularly strong in 2012 and 2013 when
high single-digit outperformance numbers were
produced. Franklin Global Advisors has been more
volatile through the market cycle, highlighted by
underperformance of 11.13% in 2008 and outper-
formance of 22.09% the following year. This is
expected given the growth investment style of the
manager.

LSV provided solid index-beating returns
since it was added to strategy in 2005. The value
orientation led to periods of underperformance, in
particular boom year of 20086, but long-term re-
turns are impressive. 2013 was a bumper year
when most value managers struggled.

Given Vontobel was only added to the
fund in August 2014, it is difficult to provide
meaningful analysis. Nonetheless, the fund has
comfortably outperformed its benchmark during
this time.

Morningstar Rating and Risk 30/04/16

Period Total Morningstar Morningstar ~ Morningstar
Ret % Retvs Cat Risk vs Cat  Rating

3 Years 16.51 High AV xkkkk
5 Years 12.03 High AV kkkkk
10 Years 6.40 High AV kkkkk
Overall Morningstar Rating L.2.2.9.2 ¢
Risk Analysis 30/04/16
3-Year Return and Risk Analysis
Total Retum %  ®Fund © Category m Index

17 Y

15

13 L

g 9 10 m 12 3 7

Standard Deviation
3-Year Risk Measures Fund  Category Index
Standard Deviation 10.64 10.44 10.35
Sharpe Ratio 1.23 0.82 0.53
R-Squared 9487 5349 —
Beta 1.00 0.66 —
Alpha 187 094 —
Max Drawdown 01/05/06 to 30/04/16
Fund  Category Index
Max Drawdown (%) -31.62 — -53.65
Peak Date 09/07 — 11/07
Valley Date 03/09 —  02/09
Max Drawdown (Months) 19 — 16
Upside/Downside 01/06/97 to 30/04/16
Fund  Category Index

Upside Capture Ratio 111.65 — 100.00
Downside Capture Ratio 116.85 — 100.00

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012

\

==l=l"l=l=l=

35 77 16 51 32 4 6

2013

=

2014 | 2015 | 2016 History 30/04/16
o 12-Month Rolling Return %
120 ¥ Fund
90 v Full Manager Change
60
0 O
0
730

Quartile Rank in Cat

==

12 19 6 32 Percentile Rank in Cat

2144 | 0.06 -2091 | 12.06 | 6.95| -2.93 |17.15|29.22 | 1157 | 1598 | -0.12%  Total Return NZD
414137 | 807 | -156 | 1.77 | 527 | 623 | 567 | 204 | 742 | 1.24 +/- Category
491 -033| 052 701 | 232 195| 696 | 155| 047 | 218 | 0.56 +/- Index
000 006 | 100 311 | 226 | 287 | 262 | 307 | 238 | 186 | 0.12% Income Return
Returns 30/04/16
Trailing Returns Total Investor % Rank Cat  Index Calendar Year Returns
Ret% Ret% inCat Ret% Ret%
1 Year 7.05 6.24 6 0.94 4.95 Return % M Fund [ Category M Index
3 Years 16.51 14.16 3 1118 14.40 -
5 Years 1203 1267 6 754 968 0
10 Years 6.40 8.42 1231 372
Tenure 01/07 6.51 - —  — 4z
Inception 05/97  5.35 — — — 5%
20 2012 2013 2014 2015 04/16
Rolling Return Summary
o 36-Month Rolling Periods Year Fund %  Category  Index %
81% 93 Observations, 7 Years 2012 1715 10.92 10.19
16 The Shadizgt aT]d Per;entatges 2013 2922 2354 2767
3 correspond to how often the
fund returns landed in each 2014 11.57 9.53 1110
0 category quartile. 2015 15.98 8.57 13.80
04/16 -0.12 -1.37 -0.68
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MSCI World GR USD

Solid and well-tenured duo drives the
decision-making.

People Pillar Positive

May 08, 2016 | Senior mandate research man-
ager Alan Clarke is primarily responsible for the
OneAnswer International Share strategy. He
joined the strategy team in 2007 and has day-to-
day responsibility for this strategy and leads the
manager research process. Clarke is supported by
Head of Diversified Portfolio Management Stuart

Millar. He's a long-tenured and experienced em-
ployee, having spent 14 years in the team. He is
responsible primarily for asset allocation, cur-
rency and the multimanager strategies. The duo
also looks after the KiwiSaver schemes and man-
ager coverage when third parties are appointed to
manage ANZ strategies.

Both Millar and Clarke report to General
Manager Investment Management Graham An-
sell. He has been in the role since late 2012 and
previously led the group’s fixed interest team for
17 years. We think highly of Ansell and believe

his oversight and leadership is invaluable.

ANZ Investments was restructured in
2013 bringing greater alignment between the
New Zealand, Australian and Asian businesses.
This has meant greater Australian responsibilit-
ies for Millar, Clarke and Ansell. After initial re-
servations, we have become comfortable with the
arrangement and the team now has increased ac-
cess to the research resources and market in-
sights from their overseas counterparts.

Management Team Stuart Millar 01/07 to Present
Number of Managers Longest Tenure Years of Experience Current Funds Managed Fund AUM
2 9.33 Years 19 14 8,511 Mil NZD
Advisor Largest Funds Managed Tenure Dates Role Net Assets Portfolio Tenure Index Ret %
ANZ New Zealand Investments Limited MIINZD  Turnover % Ret %
OneAnswer KiwiSaver-Growth Fund  10/07-to Present  Lead 2,030 — 6.21 5.17
Subadvisor (0 of 0) OneAnswer KiwiSaver-Balanced 10/07-to Present Lead 1,713 — 6.29 521
— OneAnswer KiwiSaver-Balanced Growth ~ 10/07-to Present Lead 1,438 — 6.30 5.17
ANZ Default KiwiSaver Scheme Cnsrv(Dflt) 10/07-to Present Lead 945 — 6.09 5.67
OneAnswer KiwiSaver-Conservative 10/07-to Present Lead 910 — 5.90 5.67
Alan Clarke 01/07 to Present
Years of Experience Current Funds Managed Fund AUM
16 1 142 Mil NZD
Largest Funds Managed Tenure Dates Role Net Assets Portfolio Tenure Index Ret %
MilNZD  Turnover % Ret %
OneAnswer SAC International Share  01/07-to Present 1 of 2 142 37 6.51 4.02
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Parent

Morningstar Category

Equity Region World

Category Index
MSCI World GR USD

Leading big-four bank in the local funds
management industry.

Parent Pillar Positive

May 08, 2016 | ANZ Investments is New
Zealand's second-largest fund manager and the
dominant player in the thriving KiwiSaver market.
ANZ operates three KiwiSaver schemes targeted
at default members, retail bank customers and
financial advisers (through its extensive
OneAnswer network). This defined strategy

coupled with a quality investment process has
meant significant fund flows since KiwiSaver's
2007 inception. ANZ Investments (NZ) had about
NZD24.0 billion in funds under management with
NZD8.0 billion across the KiwiSaver funds at 30
June 2015.

The organizational structure was over-
hauled in 2013 to achieve greater alignment
across ANZ's Asian and Australasian offices. This
has meant more Australian responsibilities for
local staff but has allowed greater access to glob-
al resources and market insights. The investment

team is one of the largest and longest-tenured in
the local market. A strong loyalty to the bank has
been built among senior staff, with few depar-
tures in the past. Ample junior resources are also
available to portfolio managers through the ANZ
Wealth graduate program.

The local investment arm of ANZ has ce-
mented itself as the leading big-four bank in the
industry. Significant fee reductions throughout
2013 and 2014 affirm our opinion that investors’
interests are placed ahead of ANZ's bottom line.

Fund Family Details

Largest Funds Category Name Net Assets  Morningstar Return % RankinCat%  Return % Rankin Cat % Fee Level
MilNZD Rating Overall 3-Year 3-Year 5-Year 5-Year
ANZ KiwiSaver-Growth Multisector - Growth 17715 dxhhk 10.97 9 10.90 4 —
ANZ KiwiSaver-Balanced Multisector - Balanced 13186 *xkk 8.58 24 8.94 " —
ANZ KiwiSaver-Balanced Growth Multisector - Growth 1,086.7 %hkk 9.84 33 9.96 22 —
ANZ Default KiwiSaver Scheme Cnsrv(Dflt)  Multisector - Conservative 945.3 Jkkkk 6.14 7 6.80 1 —
ANZ KiwiSaver-Conservative Balanced Multisector - Moderate 631.2 dkkkk 7.33 7 7.85 7 —
Best Performing Funds Category Name Net Assets  Morningstar Return % RankinCat%  Return % Rankin Cat % Fee Level
MilNZD Rating Overall 3-Year 3-Year 5-Year 5-Year
OneAnswer SAC International Share Equity Region World 1422 %%hhk 16.51 3 12.03 6 —
OneAnswer KiwiSaver-Intl Share Equity Region World 340 dhhk 14.72 7 10.20 14 —
ANZ KiwiSaver-Conservative Balanced Multisector - Moderate 631.2 dkkkk 7.33 7 7.85 7 —
ANZ KiwiSaver-Growth Multisector - Growth 17715 %xkhk 10.97 9 10.90 4 —
ANZ Default KiwiSaver Scheme Cnsrv(Dflt) ~ Multisector - Conservative 9453 kkkkk 6.14 7 6.80 1 —
Worst Performing Funds Category Name Net Assets Morningstar Return % RankinCat%  Return % Rankin Cat % Fee Level
MilNZD Rating Overall 3-Year 3-Year 5-Year 5-Year
SIL 60s + Sup Cash Fund Cash 08 — 257 92 2.50 92 —
SIL 60s + Sup NZ Fixed Interest NZ Bonds 24 % 3.50 89 5.25 75 —
AMP Prem PUT OnePath NZ Fixed Interest ~ NZ Bonds 19 kkk 3.59 86 5.48 54 —
OneAnswer KiwiSaver-Intl Property Equity Sector Global - Real Estate 84 xx 9.03 80 10.41 60 —
AMP Prem PSS OnePath NZ Fixed Interest ~ NZ Bonds 2.3 %kk 3.68 79 5.56 42 —
Top Analyst Rated Funds Category Name Net Assets  Morningstar Return % RankinCat%  Return % Rankin Cat % Fee Level
Mil NZD Analyst Rating 3-Year 3-Year 5-Year 5-Year
OneAnswer SAC International Share Equity Region World 142.2 16.51 3 12.03 6 —
ANZ KiwiSaver-Growth Multisector - Growth 1,771.5 10.97 9 10.90 4 —
ANZ KiwiSaver-Balanced Multisector - Balanced 1,318.6 8.58 24 8.94 " —
ANZ KiwiSaver-Balanced Growth Multisector - Growth 1,086.7 9.84 33 9.96 22 —
Most Recent Fund Launches Category Name Net Assets Inception Date Total Return% MER Fee Level
Mil NZD Since Inception
OneAnswer SAC International Fixed Intrst ~ Global Bond 2.4 2013-09-20 6.42 0.96 —
OneAnswer MAC Balanced Multisector - Balanced 194.3 2010-04-16 8.20 1.31 —
ANZ Invmt Fds Balanced Multisector - Balanced 164.7 2010-04-16 8.20 1.31 —
OneAnswer MAC Conservative Balanced Multisector - Moderate 147.1 2010-04-16 1.24 1.27 —
OneAnswer MAC Balanced Growth Multisector - Growth 146.2 2010-04-16 9.27 1.34 —
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OneAnswer SAC International Share

22885

Morningstar Analyst Rating

& Gold

PI'I C e Morningstar Category Category Index
Equity Region World MSCI World GR USD
Reasonable and competitive fee for multi- 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 Expenses and Assets
Expense Ratio (MER)|% Net Assets Mil NZD Expense Ratio (MER)
manager approach. P =0 Net Assets Mil NZD
16 160
Price Pillar Positive 2 12
08 80
May 08, 2016 | The management fee for o —
OneAnswer International Share was reduced in ' :
September 2014 to 1.10% from 1.40%. Global 121 121 | 183 | 150 | 184 183 | 184 | 183 | 171 | 1.36 — Expense Ratlo.(MER)
equities is a very expensive asset class in New 198 | 216 | 165 | 17.1 | 169 | 186 | 275 | 496 | 1045 |137.8 | 1422 Net Assets Mil NZD
g _y_ P . -2.2 16| 06| -13| -14 2.2 54| 130 | 456 | 16.8 45 Net Flows Mil NZD
Zealand for retail investors but the fee reduction
means thls strategy is or.le of t'he more competit- Expense Breakdown Fee Level
ively priced active options in the market. In-
. . o : Management Expense Ratio (MER) Fee Level Peer Group
v.estor.s paid a tota.l expense ratio of 1.36% in the Annual Report 31/03/15 1% — o
financial year ending 31 March 2015, we expect
. K . Performance Fee
this to be about the same in 2016. The difference a1 Performance Fee NAD :
. ee Level Breakpoints
between the headline management fee and the  Huyrdle N. Ap _
total expense ratio is a result of trustee, audit,  High Watermark N. Ap High >0.00
leaal and administration f Above Average 0.00-0.00
egal and administration fees. Average 0.00-0.00
Selected Components Below Average 0.00-0.00
Max Management 1.10 Low <0.00
Tax Cost Ratio (3-Year) 1.120
Fund —
<IPeer Median —
Share Class Information Largest 1 of 1
Share Class APIR Category Name Fee Level MER Fees (Max) — Minimum Assets 1-Yr Flow
Mgmt Admin Initial Inv Mil NZD Mil NZD
OneAnswer SAC International Share — Equity Region World — 136 110 — 500 141.92 19.04
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Currency

This Research Report is current as at the date on the
report until it is replaced, updated or withdrawn. Qur
financial product research may be withdrawn or
changed at any time as other information becomes
available to us. This report will be updated if events
affecting the report materially change.

Research Criteria

For further information as to:

» the scope and expertise of our research,

» the process by which products are selected for
coverage,

» the filters and research methodology applied, and

» Morningstar’s ratings and recommendation scales
across credit, equity, ETF, fund, and LIC research,
please refer to the Research Overview documents at
global.morningstar.com/au/researchdocuments.

Material Interests and Conflicts of Interest and
How We Manage Them

(1) Holding Securities in Product Issuers

No material interests are held by us, our staff, or a
related company in the financial products that are the
subject of the report or the product issuer. Generally,
analysts are not permitted to hold securities in entities
that they rate, subject to specific waivers by the
Morningstar Securities Trading and Disclosure Policy
Committee.

(2) Fees From Publishing This Report

The Morningstar Group and its staff and associates will
not receive any direct benefit from the publication of
this report. Morningstar does not receive commissions
for providing research and does not charge companies
to be rated. Where Morningstar provides research it is
remunerated by subscribers paying a subscription fee.
This fee is variable depending on the client’s specific
requirements.

(3) Who Do We Rate?

Morningstar has an associated business, Ibbotson
Associates Australia, which provides investment
management and consulting services.

While the two companies have the same ultimate
parent, they have separate reporting lines, and physical
and electronic separation of employees and resources.
Morningstar avoids any potential conflict of interest by
not undertaking or publishing analyst research on
Ibbotson’s investment products. Morningstar is
therefore nat affiliated or related to any financial
product providers rated by us.

(4) Providing Other Services

Morningstar may provide a rated product issuer or its
related entities with the following services or products
for a fee and on an arms length basis:

» Software products and licences

Research or consulting services

» Equity, credit and fund data services

» Licences to republish our ratings and research in
their promoational material. (Any licensing agreement
takes place after the ratings and research have been
completed and published to our clients and the
wider marketplace, and the product provider
therefore cannot influence the outcomes of our
assessments. Licensing negotiations are undertaken
by sales employees segregated from research
employees.)

» Event sponsorship

» Website advertising

Morningstar also receives database handling fees from
product issuers which are fund managers.

(5) Our Employees

Our employees may from time to time receive nominal
gifts/hospitality from clients and/or product providers.
We have strict guidelines in place as to the
circumstances and extent to which our employees may
accept any such gifts/hospitality. The Morningstar Gifts
Policy does not permit the receipt of gifts that are
individually substantial, or cumulatively substantial.
These gifts would be identified by monitoring of the
gifts register by the Compliance Manager.

Our Fund Research staff are provided with investment
information by the product issuer. Where the product
issuer is located outside New South Wales, we
generally undertake site visits to their investment team
offices and our reasonable travel and accommodation
costs in making those site visits are met directly or
indirectly by the product issuer.

Our Equity Research staff use publicly available
information, however where Morningstar completes
research on initial public offers for credit securities,
Equity Research staff may be provided with non-public
information. Morningstar has strict procedures in place
in relation to the handling of inside information.

Our Equity Research staff may undertake site visits and
the reasonable transport costs in making those visits
are met directly by us or on occasions by the product
issuer.

Morningstar can be offered benefits, such as covering
the cost of transport or accommodation, for its
employees to attend overseas fund manager forums.
The costs are paid by the event organiser which in turn
charges fees to fund managers on which Morningstar
may produce qualitative research reports and ratings.
That is, the benefits are indirectly provided by the fund
managers. This risk is assessed as low because
research staff do not receive any direct benefit and
ratings committee structures govern the research
ratings process.

The Morningstar Compliance Manager and Department
Head assess the nature of the benefits and ensure that
they are not inappropriate.

Our employees are guided by our Code of Ethics and our
related conflicts of interest policies including our
Securities Trading and Disclosure Policy which includes
procedures for managing potential conflicts of interest
for employees trading in financial products upon which
they may undertake research.

Morningstar researchers are remunerated by salary and
do not receive any commissions or fees. They may be
eligible for an annual bonus which is discretionary and
relevant to their role.

Reasons For Our Opinion and Recommendation

The opinions and recommendations in the research

report are based on a reasonable assessment by the

researcher who wrate the report of information

provided by the product issuer and generally available

in the market. Our researchers:

» are well-qualified,

» exercise due care and skill in assessing the
information available to them, and

» give their opinions and recommendations on
reasonable grounds.

Copyright, Disclaimer & Other Information
Financial Services Guide

Please refer to our Financial Services Guide (FSG) for
more information. This is available at:
www.morningstar.com.au/s/fsg.pdf

The Provider

Morningstar Australasia Pty Ltd (‘Morningstar') ABN: 95
090 665 544, AFSL: 240892 (a subsidiary of Morningstar,
Inc.) of Level 36 Australia Square 264 George Street
Sydney NSW 2000 is the provider of the general advice
(‘the service') provided in this report. The service is
provided through the research and rating of investment
products.

Copyright

© The material contained in this document is copyright
of Morningstar, Inc., its licensors and any related bodies
corporate that are involved in the document'’s creation.
All rights reserved. Except as permitted by the Copyright
Act 1968, you may not reproduce, transmit, disseminate,
sell or publish this information without the written
consent of Morningstar, Inc. and may only use the
information for your internal purposes.

Trademarks
‘Morningstar” and the Morningstar logo are registered
trademarks of Morningstar, Inc.

Disclaimer

All care has been taken in preparing this report but
please note that we base our financial product research
on current information furnished to us by third parties
(including the financial product issuers) which we
cannot necessarily verify. While we will use all
reasonable effarts to obtain information from reliable
sources, we do not guarantee the data or content
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contained herein to be accurate, complete or timely. To
the extent that our research is based on information
received from other parties, no liability is accepted by
Morningstar, its affiliates nor their content providers for
errors contained in the report or omissions from the
report. Morningstar determines ratings on the basis of
information disclosed to Morningstar by investment
product providers and on past performance of products.
Past performance does not necessarily indicate a
financial product’s likely future performance.

To the extent that any of the content of the research
report constitutes advice, it is general advice (being a
‘class service,” and not a ‘personalised service’ as
defined in the Financial Advisers Act 2008, in respect of
New Zealand Products) which has been prepared by
Morningstar Australasia Pty Ltd ABN: 95 090 665 544,
AFSL: 240892 and/or Morningstar Research Limited,
subsidiaries of Morningstar, Inc, without reference to
your objectives, financial situation or needs. You should
consider the advice in light of these matters and, if
applicable, the relevant product disclosure statement
(Australian products) or Investment Statement (New
Zealand products) and the information provided by
Morningstar as to the scope and expertise of the
research, the process by which products are selected
for coverage, the filters and research methodology
applied, and the spread of ratings as well as any
additional warnings, disclaimers or qualifications before
making any decision to invest. Our publications, ratings,
and products should be viewed as an additional
investment resource, not as your sole source of
information.

Further Information

If you wish to obtain further information regarding
previous research reports and recommendations and our
services, please contact us on:

Morningstar.com.au subscribers

Tel: 1800 03 44 55

Email: help.au@morningstar.com

Advisers/Institutions/Others
Tel: +61 2 9276 4446
Email: helpdesk.au@morningstar.com
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