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DISCLAIMER

This presentation is given by a representative of Centrepoint Alliance Limited. It is based on our understanding of current
regulatory requirements and laws as at the presentation date. As these laws are subject to change you should talk to a
professional adviser for the most up-to-date information. The information is for adviser use only.

You should form your own opinion and take your own legal, taxation and financial advice on the application of the
information to your business if applicable.

Whilst all care has been taken in the preparation of this document (using sources believed to be reliable and accurate), to

the maximum extent permitted by law, no person including Centrepoint Alliance Limited or any member of the Centrepoint
Alliance Group of companies accepts responsibility for any loss suffered by any person arising from reliance on this

information.
This presentation cannot be used or copied in whole or part without our express written consent.

This presentation is for adviser training purposes only and must not be made available to any client.
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Supercharged Superannuation: unlocking the power of

platform ownership

Presented by
Scott Hoger, National Manager, Education and Partnerships

David Glen, National Technical Manager
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Disclaimer

This TAL Risk Academy presentation has been prepared and is intended for the education of licensed financial advisers in their professional
capacity only. None of the information in this presentation is intended to supersede or replace obligations imposed on an adviser by law, the
terms of the Australian Financial Services License and any authorization under which they operate their advice practice, any directions given
by their licensee, or any professional body governing rules.

Information provided in respect of any law or legal duty is given in good faith and reflects the presenter’s understanding at the date of giving
this presentation, however laws are subject to interpretation, their application may depend on individual circumstances, and they can change.
It does not constitute legal or tax advice. No warranty is given that the information is complete, and liability for any losses that may arise from
reliance on this information is excluded to the fullest extent permitted by law.

Any financial product advice is incidental to the course content and general in nature only. TAL Life, its subsidiaries and its representatives
(including the presenters of TAL Risk Academy) have not taken into consideration any person’s individual circumstances, financial situation or
objectives in preparing and presenting this information. If intending to act acting on any of the information in this presentation, consideration
should be given to its appropriateness in light of individual circumstances, financial situation and objectives, and professional advice should be
taken before making a decision. A copy of the Product Disclosure Statement should be obtained and read prior to making any decision
regarding the acquisition of any financial product referred to in this presentation.
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Superannuation themes
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The norm rather than the exception

&

s[®

Funding via superannuation Superannuation is a Policies owned within the Though platform ownership
has become the dominant concessionally taxed (or zero superannuation was the original retail
ownership structure for Life, taxed) environment and can environment have a variety insurance ownership
any occupation TPD, and also offer client’s advantages of funding options that are pioneer, this structure has
Income Protection in cashflow management, unique to the waned in popularity, in
(SuperLinked). premium affordability and superannuation fund type favour of insurance only
estate planning. e.g. SMSF, insurance only superannuation funds
fund, industry fund, funded by a rollover.
platform.
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Ownership options
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Industry Superannuation Fund Ownership

Advantages

* Cover commences upon member employment
*  Automatic acceptance (default cover)

* Default cover may include coverage for pre-existing
conditions

*  Premiums are generally funded by compulsory SG
contributions

*  Premiums are generally tax deductible at a member account
level

* Beneficiaries may receive claims proceeds tax-free or on a
concessional basis.

10

Disadvantages

* Policies are not guaranteed renewable

* Default cover is generally unitised and decreases as the
member ages

* Underlying insurance policies are not portable
*  Policy terms may be more restrictive

* Potential erosion of retirement savings.
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Insurance Only Superannuation Fund Ownership

Advantages

* Choice of retail insurer
* Underlying insurance policies are portable

* Insurance premium generally attracts a 15% reduction
(rebate)

* Beneficiaries may receive claims proceeds tax-free or on a
concessional basis

* ltis now possible to roll over both TPD and Death benefits
to another complying superannuation fund.

11

Disadvantages

*  Complexity of policy structure
* Potential erosion of retirement savings
* Potential impact on the members contribution caps

* Potential loss of deductions for personal contributions.
Potential erosion of tax-free component.
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Self-Managed Superannuation Fund Ownership

Advantages

* Choice of retail insurer
* Underlying insurance policies are portable

* Beneficiaries may receive claims proceeds tax-free or on a
concessional basis

* Itis now possible to roll over both TPD and Death benefits
to another complying superannuation fund

* Nominations are not governed by SIS provisions.
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Disadvantages

Potential erosion of retirement savings

Potential impact on the members contribution caps.
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Platform ownership in-depth
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Platform ownership considerations

Premium funding Taxation 101 Estate planning Administration

Risk Academy
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Premium funding

15

The insurance premium will generally be
funded by the Cash Account within the
platform.

The Cash Account does not require a
selldown of invested assets (unless the cash
account is not holding enough cash).

The premium payment is paid to the insurer
and noted as an identifiable transaction on
the client cash a count statement/summary.

Some platforms will rebate the client 15%
of the premium immediately, mimicking the
15% rebate offered when the premium is
paid via rollover to an insurance only fund.

Platforms that do not offer the immediate
rebate will claim the client’s insurance
premium as a tax deduction.

As client circumstances change, the
premium can alternate between being

funded via contribution (concessional
and/or non-concessional), excess
concessional and the client’s accumulated
balance.

Premiums can also be funded in pension
phase for certain policies, primarily life.

/N

Though premium funding
through a platform ownership
is not as simple as set and
forget, it does provide a lens
for advisers and their clients
to review, manage and
prioritise their cover against
their other financial
objectives.

T/AL / risk Academy




Ownership and funding

»

Premium

_O

Insurer

=~

Trustee
Member
~\

@ —U Platform
(A ~ Superannuation Fund
D —

D
Insurance

16

Risk Academy




Taxation 101

- \ 2,

The premiums are paid The member can Claims proceeds can be Many platforms have
by the platform trustee choose to contribute paid free of tax in lump the ability to pay death
to the insurer and are personally to sum form to SIS and tax benefits in pension
deductible to fund. superannuation as a dependants as defined. form to specific
concessional beneficiaries e.g.,
contribution improving spouse.
the policies overall tax
efficiency.

Risk Academy
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Platform bring forward tax deduction example - Expand

Date

12 Jun 2024

11 Jun 2024

11 Jun 2024

06 Jun 2024

06 Jun 2024

03 Jun 2024

01 Jun 2024

18

Transaction type

@ SMAincome
transfer out

@ Income

@ SMA rebalance

Tax

Insurance

SMA rebalance

@ SMAincome

Description

SMA Perennial Value Shares for
Income 1 item

Income - Amcor PLC

SMA Perennial Value Shares for
Income 4 items

Retail Insurance Premium
Tax Deduction

Retail Insurance Premium

SMA Perennial Value Shares for
Income 2 items

SMA Perennial Value Shares for
Income 1 item

Unit price

Units

Amount
$§7.97 /
$125.58
$101.67 %
$11.87
-$79.11
$310.38 N
§7.97 %
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Funding via contribution — tax considerations

Personal contributions are treated as The client must be a member of the The client must lodge the notice before
non-concessional contributions. fund at the time the notice is the client completes their income tax
Completing the s 290 170 Notice of completed. return for the year the contributions
Intent will allow contributions to be were made or the end of the income
treated as concessional. There are strict a year in which you made the
rules surrounding the s 290 170 notice. The money must be in or expensed in contributions, whichever comes first.
the fund.

The fund must acknowledge the notice
in writing.

A The s 290 170 formalities are strict, which may give rise to issues that platform ownership can reduce.

Risk Academy
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Rollovers - Potential Deduction Loss

* If a portion of the contribution is no longer held by the superannuation fund at date of lodgement of the notice, no deduction is available
for that portion.

* Ifarollover amount contains a portion of the current year contribution, that portion will not be deductible.

*  Proportioning Rule requires the roll over amount to contain a pro rata portion of all the components of the member balance. It is not
possible to exclude current year personal contributions from the roll over amounts.

Advisers should quantify the loss of deduction for personal contributions, and weigh this against the advantages offered by the
roll over.

'@ This is not an issue where the contributions into superannuation are employer contributions.

Risk Academy
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Erosion of Tax-Free Components

Where the accumulated balance contains tax free amounts such as non-concessional contributions, the Proportioning Rule
requires all amounts rolled over to be pro-rated between taxable and tax-free components.

The tax-free component of the roll
over to fund insurance premiums

The member cannot leave the is lost, as there is generally no
tax-free components intact in the member balance in the transferee
transferor superannuation fund. fund after the payment of life

insurance premiums.

Risk Academy
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Estate planning

Flexibility

* Claims proceeds are paid to the superannuation platform

trustee to the members cash account.

* Platforms can generally pay death benefits as a lump sum,

or pension, or combination of both.

22

Administration

* The estate planning is confined to the platform
documentation as the clients account balance will include
the insurance proceeds.

* No need to complete multiple death benefit nominations.

* No need to rollover death/TPD benefits from insurance only
funds.

* There may be reasons as to why you would want to keep
insurance proceeds and account balances separate.
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Death benefit pension advantages

Death benefit pensions
are tax free if the
deceased or pension
recipient was/is aged over
60.

15%

Where the deceased &
recipient are both agreed
under 60, the taxable
component will be taxed
at marginal tax rates with
a 15% rebate.

The asset supporting the
pension (which the
adviser may have some
control over) is in a zero-
tax environment — 0% on
earnings and 0% on
capital gains!

Though accessible having
the money in pension
phase may reduce
indiscriminate spending.

Consider how a death pension can ensure the right amount of money gets paid to the right person, at the right time in the
right format.

23
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Administration

24

Tax

Platform ownership can avoid issues
related to rollovers including NOI
formalities and issues regarding the
proportionate rollover of the tax-free
element.

Platforms generally can pay death/TPD
benefits in pension form.

Premium funding

The premium is funded by the client's
cash account.

The client can contribute to their
superannuation fund which will be
independent of the insurance
premium.

The client can salary sacrifice more
effectively to fund an insurance
premium within a platform.

Estate Planning

The estate planning for the client's
superannuation can be done within
one fund.

Platforms generally can pay death/TPD
benefits in pension form.

No need to rollover death/TPD to
commence a pension.

Risk Academy




Thank you
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Important information

This presentation has been prepared by Zurich Australia Limited
ABN 92 000 010 195, AFSL 232510 (Zurich)

This information, dated February 2025, is derived from sources believed to be accurate
as at this date, which may be subject to change. It should not be considered to be a
comprehensive statement on any matter and should not be relied on as such..

Neither Zurich or any of its related entities, employees or directors give any warranty of
reliability or accuracy and to the fullest extent possible under law, accept no
responsibility arising in any way including by reason of negligence for errors and
omissions.

This information does not take into account the personal objectives, financial situation
or needs of any person. You should consider these factors and the appropriateness of
the information to you. Consider seeking advice specific to your individual circumstances
from an appropriate professional.

#d ZURICH OnePath
———

AN

This presentation has been prepared
specifically for the exclusive use of
financial advisers. It is confidential
and may only

be used for this purpose.

No part of it can be copied,
reproduced, published, disclosed or
disseminated without the prior
written consent of Zurich.
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Agenda

Ethics in society

=

Ethical values
Trustworthiness
Honesty

Fairness

B

Ethical decision
making

Reflecting on actions

## ZURICH OnePath

————

©)

Ethical framework

Application through
everyday dilemmas

28



## ZURICH OnePath
T

56

Ethics is about right and wrong;
what ought | to do?

SOCRATES

29



A system of
moral principles
(or moral philosophy)
governing how people
decide how to live
their lives.

(What action is likely to lead
towards ‘good’ and ‘right’)

%

## ZURICH OnePath

————

Ethical dilemmas:

* How to live a ‘good’ life
(Philanthropy? Family?
Certainty? Higher income)

*  Our rights/responsibilities
(e.g., right to freedom,
social norms)

* Language of right/wrong
(guidance in testing times)

30
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7;

Part 1

Ethics in society

31



The role of ethics in society #d ZURICH OnePath
———

History of modern ethics




Ethics and sustainability

“Sustainable finance” refers to financial products, strategies or financial
market activities which support and prioritise long-term economic, social
and environmental objectives by, for example, taking into account
environmental and social drivers of financial returns; mitigating adverse
environmental or social impacts; or advancing positive environmental and
social outcomes.

Consumers are increasingly prioritising sustainability in their consumption
practices, with almost half (46%) say they are buying more sustainable
products as a way to reduce their impact on the environment. Personal
actions consumers are taking include making more considered purchases,
including:

Reducing their overall consumption (43%),
Eating different foods (32%),
Travelling less or differently (31%), or

Purchasing - or planning to purchase - an electric vehicle (24%)

## ZURICH OnePath

,7
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Community is at the heart of ## ZURICH OnePath
a sustainability strategy

?

Zurich’s bushfire relief fundraising efforts saw ~AUDS1m
donated to the Australian Red Cross, the NSW and QLD
Rural Fire Services, and Country Fire Authority, as well as
contributions to the AFL’s Bushfire Fund.

Throughout 2022 and 2023 Zurich Australia continued to
respond to local and global emergencies including the NSW
and QLD floods, as well as the Pacific Tsunami appeal, the
Auckland floods as well as global disasters including the
Ukraine war and earthquake in Turkey/Syria.

Since 2018, Zurich Australia has been recognised as one of
Good Company’s Top 20 Best Workplaces to Give Back.

Zurich’s other charity partners in Australia include Tackle Your Feelings, Raise Foundation, Beyond Empathy and Mr Perfect | 34




An ethical mindset can:

- provide a moral map
- pinpoint a disagreement

- give several acceptable answers




Business ethics

The dilemmas

~7

Businesses need
to make a profit

- Required to survive

- What motivates the
contribution to society?

## ZURICH OnePath

?

Boredom
(29%)

I 8 Opportunity
came up
>70% ’ (19%)

of respondents
advised reasons Asked back

other than financial
@ by employer
(6%)

161,900

people came out

of retirement
over 12 months

Own health improved

(6%)

Source: Australian Bureau of Statistics (ABS), Retirement and Retirement Intentions, Returning to work after retirement, 2022-23 | 36



#d ZURICH OnePath
———

Where there
is conflict?

- Trade-offs /
Is there a compromise?




Business ethics

Guiding behaviour in business

Principles

Specific and pervasive boundaries
for behaviour that are universal
(not bound by individuals, culture
etc.) and are absolute.

Some examples of principles
include concern and respect for
others, freedom of speech.

Values

Used to develop norms that
are socially enforced. Help to
define what is ‘good’.

Integrity, accountability and trust
are examples of values.

#d ZURICH OnePath

————

Standards

Set by employees, customers,
interest groups, the legal system
and the community.

Often determine whether an
action is right or wrong, ethical or
unethical; they’re measurable.

38



Shifting trends ¢4 ZURICH OnePath

—————
Principles and values sought

Some consumers

\uf"( and staff are choosing
™, : to deal only with those
MENTOR businesses who share

< similar standards

MAKING A DIFFERENCE

SOCIETAL

VAL
¢« bodre ‘:'r"
> N N

Young consumers
(aged 18-34 years)
engage in sustainability
: Sm— practices at a rate over

— SLII 3x greater

than other age groups?

Z;

Source: *Monash Business School’s Australian Consumer and Retail Studies (ACRS) Retail Monitor, released July 2024 | 39



Value of ethics in business

Shifts in business adding a new dimension

Performance

Customer

service

## ZURICH OnePath

.?.

Transparency

&

Ethical

SrEETEs Values-lead

» ®

Socially-
responsible

40



¢4 ZURICH OnePath
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Part 2

Ethical values

Trustworthiness | Honesty | Fairness




Ethical values

Used by staff and consumers

Trustworthiness

- Reliable

- Authentic and of good
character

- Humility and able to connect
with people

Honesty

Means more than technically
telling the truth (present both
sides)

What would the other person
need to know?

Ensuring people have a well-
rounded understanding of the
issue

#d ZURICH OnePath

————

Fairness

- Being objective

- Assess your biases and

address how they influence
your decision making

- What’s fair for one may not be

fair for all

42



Ethical values

What adviser qualities are most
important to clients?

Service
(proactive, reliable, available, accessible, delivering on promises)

Knowledge
(product, industry, financial)

Technical skills
(expertise and experience)

Professionalism
(honest, ethical, instils confidence)

Interpersonal skills
(communication, caring, understand needs, listening, empathy etc.)

Quality information and advice
(relevant, tailored, practical, helpful, comprehensive)




¢4 ZURICH One

56

An ethical culture, focused on
honesty and fairness, will go a

long way to insulate a business
from misconduct, poor business
practices and poor decision making

FORMER ASIC COMMISSIONER JOHN PRICE

44



¢4 ZURICH OnePath
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Part 3

Ethical decision making

and reflecting on our actions

..‘-‘_.
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How can you reach a ‘good’ decision?

Critical elements of ethical thinking

Does the decision
maximise benefit over
harm?

Is the decision setting

a positive precedent?

%

Consider balancing
the interests of all
stakeholders

%

## ZURICH OnePath

?

Would the
outcome be
one you’d want —>
published by
the media

46



Working with others

¢4 ZURICH One

The ethical decision-making process
is not a solo journey

Take account of personal relationships
involved and impacted

Ensure to take on different views
and act objectively in response

47



Scenario 1 ## ZURICH OnePath

?

David is on the cusp of winning a substantial new
client.

He is waiting on Emily to complete a piece of
analysis which he hopes will clinch the deal.

Emily’s work was due two days ago, but she has
recently discovered her husband has been having an
affair and she has had great difficulty concentrating
at work.

You are aware of Emily’s current difficulties.

You overhear the following exchange...

48



Scenario 1 ## ZURICH OnePath

?

David:

Emily:

David:

Emily:

David:

Emily, where is the strategy paper for Mr Smith?

I’'m sorry David, | haven’t been able to complete
it yet.

That’s not good enough! | told you | needed
it days ago, and gave you a final deadline of
yesterday and it still hasn’t been done?

If it isn’t done by tonight | will have to

take some serious action.

But David, |...

No, | don’t want any excuses. |
It has to be done by tonight! , ~

49



How would you respond?

Make an anonymous
complaint?

Talk to David about

your perception of his
behaviour and treatment
of Emily?

Discuss with David what’s
needed to secure the
new client?

If you initiate discussions
with David or others, do
you volunteer information
about Emily’s personal
situation if it is not

widely known?

Talk to Emily, perhaps
exploring ways to support
her personally and/or in her
work. Ask whether she would
like you to take any action?

## ZURICH OnePath
—————

Do nothing?

Try to find out more
of the background
information to what
you observed?

Discuss what you have
observed with others
(David’s boss or a
trusted colleague?)




Relationships in a work environment

Open communication

Sharing of
information,
experience and
expertise

## ZURICH OnePath
T

Respectful

consideration of Cooperation and

differing views collaboration
of others

Offering help and

support to others

51



¢4 ZURICH One

56

a key insight from our work is that
asking questions is essential to
learning and to the practice of
ethical decision making

FORMER ASIC COMMISSIONER JOHN PRICE

52
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Part4

Applying an

ethical framework

to everyday dilemmas




Scenario 2 ## ZURICH One

Wanda is 68 years old recently widowed.

Her late husband James managed all
the family finances.

She has started rolling-over large amounts of term
deposits as they mature.

She agrees to seek advice regarding her late
husband’s estate.




Scenario 2

You make recommendations on restructuring assets
and an appropriate income stream to meet Wanda'’s
lifestyle needs.

Wanda says she understands the recommendations
and is happy to proceed, however you know her
experience in financial matters is very low.

What should you do in this situation?

¢4 ZURICH One




Scenario 2 ## ZURICH One

Use caution

You should be satisfied that Wanda understands
any explanation about the effect of the
recommendations before implementing the
recommendations.

It is not sufficient to simply explain the effect of the
recommendation to Wanda and gain her written
authorisation to proceed.




Scenario 3

## ZURICH OnePath

?

In discussion with your client, Rick,
a need for personal insurance
was identified.

Rick’s indicated he’s happy to add Life,

Total and Permanent Disability cover but he doesn’t
want to fund from cash-flow — only from super.

He is 37 years of age.

What ought one do?

57



Scenario 3

Potential reactions

## ZURICH OnePath

?

Agree, and provide quotes fully funded via their
super, including basic IP cover?

Provide an analysis on the impact on his super
balance or ongoing income at retirement?

Provide an analysis on the impact on both super
balance and ongoing income at retirement?

Discuss the pros and cons, including the benefits of
salary sacrifice, the limitations of IP within super and
tax implications, particularly TPD and non-
dependants?

58



Scenario 3 ¢4 ZURICH OnePath

?
Practical insurance considerations

- 39% of Zurich claim recipients (3,084)
were aged 35 to 50 years

- The most claimed products in Rick’s age
group were:

Transparency

* Income protection (80%)
* Trauma & health events (12%)
e TPD (5%), and

* Death & terminal illness (3%)
- The most common claimed conditions were:
e  Musculoskeletal

* (Cancer, and
* Mental health

Honesty

Zurich and OnePath retail life claims, 2024 | 59




Scenario 3

Strategy considerations

## ZURICH OnePath

?

Extend to include Rick’s full understanding of the
impact on retirement savings and
other impacts?

- Working for longer
- Reassessing retirement goals and objectives

- Topping-up superannuation contributions, reducing the
level of insurance cover, or a combination of these
things

- Ongoing impact of premium volatility

- IP claim restriction - no claim payable if unemployed

60



Advice dilemmas

Key takeaways

If you are not satisfied
the client understands the
recommendations being
made, reconsider
proceeding to implement
the recommendation.

Ask client the to
explain your advice

&

File notes are critical to
detail and provide context to
your conversations,
interactions and
explanations.

## ZURICH OnePath

,7

Aligns with:

Acting with integrity
(Standard 2)

Advice and financial

products that meet the best interest
and appropriateness requirements
(Standard 5)

Addressing the broad effects arising
from your advice, including longer
term interests (Standard 6)

61
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LEARNING OUTCOMES

One of Warren Buffet's famous quotes.

When it comes to life risk advice, a common misconcepti
fundamentally identical in build/construct. There is th
policy in market.

The reality is, significant differences still exist from produc

In this CPD accredited presentation, we identify where these
the "must have" or non-negotiables, and those that are simply

The objective is to equip advisers and their support staff with the
advice beyond mere consideration of price. To give more colour to
may suit and be tailored to the individual sitting in front of them - th
the extra protection afforded to clients should the unforeseen occur

65 AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY



AGENDA

1

Options based framework

Canvassing options = empowering clients
through the decision-making process

3 New business / Retention

4 Insurance recommendations house view

66




IP NUANCES

CHEAT SHEET..

)
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Key IP Features & Benefits Insurer A Insurer B Insurer C
Year 1 premium S S S
Day 1 Partial? Yes / No Yes / No Yes / No
Will annual leave/long service
leave taken offset monthly Yes / No Yes / No Yes / No
benefit?
Benefits restrictions after a
period of time on claim or at Yes / No Yes / No Yes / No
particular ages?
Income Tiering: $240k / $300k $240k / $300k $240k / $300k

70% of first...

Guaranteed Future

Insurability? Yes / No / Optional Extra

Yes / No / Optional Extra

Yes / No / Optional Extra

Involuntary Unemployment

Waiver Yes/No

Yes/No

Yes/No

68
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DAY 1 PARTIAL
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DAY 1 PARTIAL DISABILITY DEFINITION

Premium 52 614.59 52 647.69 $2 707.24 52 778.81 $2999.86 | $3,078.01
Core Score 81% 83% 81% 83% 81% 83%
Supplementary Score 39% 5290 67% 76% 0% 61%
|Waiting Period Requirements Optional Optional

No requirement to be totally disabled during

the WP to be eligible for a Partial Disability X v X v X i

benefit

Plus, how many days of total disablement required in wait period?
(some nil, 7, 14 days)

)

70 AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY
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Totally Disabled from this

“DAY 1 PARTIAL” oint forward

Surgeon informs Surgery
surgery required. performed and
Booked in to take client now
Consults GP. L place in 4 weeks completely off
Sustains shoulder Referral to Consults specialist. MRI fime work
- . ordered.
injury specialist
|
Day 23 Day 32 Day 60
| |

Day 1 Day 3
|

Client continues to work but in areduced
capacity

AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY
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“DAY 1 PARTIAL”

Surgeon informs Surgery
surgery required. performed. Client
Booked in to take now completely
Consults GP. . place in 4 weeks off work
Sustains shoulder Referral to Consults specialist. MRI fime

injury ordered.

O

specialist

If IP policy has no “Day 1 Partial”: 30 day wait period commences Day 60

(which is when fully ceased work for surgery). Would not qualify for payment
until day 91.

If IP policy has “Day 1 Partial”: 30 day wait period commences Day 1.
Partial benefit from day 31

72 AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY
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QUANTIFYING THE DAY 1 PARTIAL BENEFIT

73

Partial Benefit for

Total Benefit for 1 Total ($) :
0)
Salary ($) 1 month_ @50% month ($) It 30 day wait If 90 Day wait...
capacity ($)
100,000 2,916 11,666
150,000 4,375 13,125 17,500
200,000 5,833 11,666 17,500 23,332

AlA confidential and proprietary information

| Not for distribution | DD MMMM YYYY
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ASSUME CLIENT EARNS $200,000 - REPLACEMENT
RATIO 70% GROSS

70% replacement ratio Net IP benefit

$140,000 c.540k $100,000

Net 50% replacement ratio!!
Tap into other sources of $$?

Accrued annual/long service leave?

)
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<30 DAYS SICK LEAVE, 30 DAY WAIT PERIOD

1st Month 3"d Month 4th Month +

Self-Insurance: Sick

Leave II

self-Insurance: Cash I

Savings 1!
-
Self-insurance: "

Annual / LSL? (Some will offset IP , some will not)

Annual/LSL accrued l l

Nil i1 70% pre-tax 70% pre-tax 70% pre-tax
nn > 5

76 AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY
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90 DAY WAIT PERIOD

1st Month 3"d Month 4th Month +

Self-Insurance: Sick , "
T

Leave

Self-Insurance: Cash
Savings

Self-insurance: Annual / LSL? (Some will offset IP)
Annual/LSL accrued T

IP monthly be_nefit Nii Niil Nil il
90 day wait 1|

1 A

70% pre-tax

7 AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY



IP OFFSET CLAUSES: ANNUAL/LSL TAKEN

78

Premium $2614.59 | $2647.69 | $2707.24 | $2.778.81 | $2999.86 | $3078.01
Core Score S1% 83% 81% 83% 81% 83%
Supplementary Score J39% 5290 67% 6% 0% 61%
offsets

Annual or long service leave taken is not used

to offset the benefit X X v X X v

Crosses indicate a dollar-for-dollar reduction
2\

AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY
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TERMINAL ILLNESS 24 MONTH

80

Premium $1,384.46 | $1,471.96 | $1,492.58 | $1,495.19 | $1,521.49 | $1,547.89
Core Score 95% 100% 98% 97% 97% 95%
Supplementary Score 84% 81% 89% 54% £9% 79%
Eerminal Iliness (linked to Trauma)
~ Trauma - Terminal Iliness period is 24 months X v v v v v

AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY



12V 24 MONTHS

8l

e 950 of Terminal lliness claims are cancer related

* One-third of AIA Terminal lliness claims: 12-24 months life expectancy

)
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FUTURE INCREASES - PERSONAL OR BUSINESS

May need to increase levels of cover in future? Can generally do this without
medical underwriting via Guaranteed Future Insurability

But GFIl doesn’t cater for the addition of cover. Forward Underwriting does.

Premium %$1,.384.496 $1.471.96 $1,492.58 51,495 19 %$1,521.49 $1,.547.89
Core Score o5% 10026 o8% o7 % o7 % o5%
Supplementary Score 84% 81% H9% 84% 89% 9%
bther Life Benefits - Forward Underwriting X X X X " X
2\
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FORWARD UNDERWRITING BENEFIT (FUB)

Husband/Wife, early 40s, $1m mortgage debt

Three children — primary school

Auth to Proceed: $1.5m Super Life/TPD, Income Protection

Not proceeding with $300k Trauma recommendation due to cost

3 years later, pulls FUB lever, allows client to add Trauma, no medical
underwriting

)

AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY 4
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TPD COVER

TPD is generally understood as a benefit associated with a permanent inability to work,
however it has certainly evolved over the years.

«  Own or Any Occupation definition, is own occupation a must for your client?
« Accidental TPD, ADLs and Home Duties, what does it all mean?

« Split TPD and Conditions of Release Inside Super

« Cover past Age 65, when might it be worth considering?

TPD sustainable for the future?

AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY 4 | P‘



TPD DIFFERENCES

and or/sight

Premium $1,384.46 | $1,471.96 | $1,492.58 | $1,495.19 | $1,521.49 | $1,547.89
Core Score 95% 100% 98% 97% 97% a95%
Supplementary Score 84% 81% 89% 84% £9% 79%
TPD - Long Term Care

Long Term Care - sum insured available for

TPD cover post age 65 is at least $1M X v "1 v v v

Long Term Care - TPD cover is available to

renew up to the Insured's 100th birthday X X v v v v

Long Term Care - TPD post age 65 may be

assessed on the Insured's cognitive X X v v v v

impairment

Long Term Care - TPD post age 65 may be

assessed on the Insured's inability to X v v v v v

complete at 2 ADLs

Long Term Care - TPD post age 65 may be

assessed on the Insured's loss of use of limbs X X v v v v




CRITICAL ILLNESS/TRAUMA/CRISIS

Focus on most claimed across medical definitions
Built in features
Reinstatement, does it include ability to claim again?

Family Protection

86




75% OF CLAIMS = CANCER, HEART ATTACK, STROKE

-

-

1

Cancer
4

~

165,000 Australians diagnosed

with cancer in 20231

m Prostate 25,487

m Breast 20,668

m Melanoma 18,239
Bowel 14,719

® Lung 14,719

/

/

.

While Prostate cancer is the leading cause of cancer, there is a greater amount of Breast cancer claims,
anyone want to guess why? Similar with melanoma, most prevalent cancer for individuals aged between

-

v\ Heart Attack

It’s estimated that every year

57,000

People suffer a heart attack?

\

-

J

20-39 years of age.

\

’ Stroke

In 2020, there was an estimated

39,500

Stroke events in Australia3

1.
2.
3.

https://www.aihw.gov.au/reports/cancer/cancer-data-in-australia/contents/overview-of-cancer-in-australia-2023

https://www.hri.org.au/health/learn/cardiovascular-disease/heart-attack-stroke-and-cardiovascular-disease-in-australia-statistics-and-facts

https://www.aihw.gov.au/reports/heart-stroke-vascular-diseases/hsvd-facts/contents/all-heart-stroke-and-vascular-disease/stroke
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FACE VALUE = EVERYONE GETS AN “A” RATED

DEFINITION

Compare Ratings - Trauma (Stand Alone)

* Rating based on optional benefit

Filter

Core Score

Supplementary Score

Trauma

Trauma

Trauma

Trauma

Trauma

Trauma

- Cancer {General)

- Cancer (Melanoma)

- Cancer (Prostate)

- Coronary By-Pass Surgery
- Heart Attack

- Stroke

97% 100% 97% 97% 94% 91%
79% 80% 84% 80% 82% 78%
A A A A A A
A A A A A A
A A A A A B
A A A A A A
A A A A A A
A A A A A A
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IS THE CLIENT GETTING ANYTHING IN RETURN,
FOR PAYING PREMIUMS YEAR ON YEAR?

HEALTH AND ACCESS TO

WELLNESS INDEPENDENT
FEATURES AND MEDICAL
REWARDS ADVICE What value do clients see in

the product while paying
for premiums?

CLAIMS UNDERWRITING
* SERVICE / B T process
"J97  FINANCIAL
PLANNING
BENEFIT

)
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DISCOUNTS - ERODING OVER TIME? SOME CAN BE
CONTROLLED/RETAINED

©

/S |

BUNDLE INITIAL DISCOUNTS PREFERRED
DISCOUNTS SELECTION YOU CAN LIVES
DISCOUNTS CONTROL
VS ERODING

2
7



KEY TAKEAWAY

91

Nuances exist from insurance
contract to insurance contract

Pricing will generally reflect this

A small price to pay for the extra
protection/certainty afforded?

AlA confidential and proprietary information | Not for distribution | DD MMMM YYYY

BDMs are supported by technical
teams

Ask for the product technical intel

To support recommendations
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TECHNICAL ADVICE AND RESOURCES

BENJAMIN MARTIN

National Technical Manager
M. 0401 117 949

JOHN GIANNIKOS N tece@aia,com
Distribution Capability
o i e 0401117 949



Disclaimer

Copyright © 2025 AIA Australia Limited (ABN 79 004 837 861 AFSL
230043). All rights reserved.

This presentation has been prepared for financial advisers only and is
not for wider distribution. This information is current at the date of this
publication and is subject to change. This provides general
information only, without taking into account the objectives, financial
situation, needs or personal circumstances of any individual and is
not intended to be financial, legal, tax, or other advice. You should
consider the appropriateness of this information in the context of such
factors.

AlA Australia has prepared a Target Market Determination which
describes the class of consumers that comprise the target market for
this product. The Target Market Determination can be sourced at
aia.com.au/tmds

93 AlA confidential and proprietary information. Not for distribution.
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What Is your retirement income philosophy?

Agenda

What is a Retirement Income Philosophy?
Key elements and factors to consider

Beliefs, myths and facts

What else? Risks in retirement
Retirement income strategy choices
Developing a product toolkit
Questions, support and tools

Allianz

Learning outcomes

* Qutline the critical elements that should form the
foundation of any retirement income philosophy

- ldentify processes for assessing and quantifying the
unique financial risks and emotional challenges
faced by retirees and pre-retirees

« Explain methodologies for designing and
implementing retirement income strategies and
portfolios

« Develop a toolkit of product solutions that can be
called upon to bring these strategies to life

95



POLL:

Currently I use the following philosophies in my practice:
a) Insurance

b) Retirement income

C) Investment

d) Other

+ + + +

+ + + +

R = SR SRR



Retirement income philosophy

Why now?

O-

Insurance Philosophy

Allianz Retire+

Towards a
Retirement

Income
Philosophy

A vision for getting it right

ensombl:

O-

Investment Philosophy

Allianz Retire+
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Allianz Retire+

What Is a retirement income philosophy?

Agreed practice beliefs, principles and methodologies

Policy and procedure Client facing

« Keeps everyone on the same page « Communicate your approach to retirement

« Helps ensure best practice recommendations target planning and the benefits of seeking advice
specific objectives * May include general information about retirement

- ldentify compliance considerations landscape, risks and opportunities

- Reviewed at least annually « Information for prospective and existing clients

Allianz Retire+

Towards a
Retirement

Income
Philosophy

A vision for getting it right

ensombl:

98



Key elements of a retirement income philosophy

It is informed by the need for:

« Steady income to replace salary and wages

« Asset growth to make sure that retirees’ money lasts/doesn’t run out

* Flexibility, as things change

* An understanding of the risks faced by retirees, both financial and emotional

It should address:

* Processes or tools for assessing and quantifying the risks pre/retirees face
« Methodologies or approaches the practice uses for managing those risks

* Methodologies for designing and implementing retirement income strategies
« Toolkit of product solutions that can be called upon

Allianz Retire+

Towards a
Retirement

Income
Philosophy

A vision for getting it right

| [

Allianz Retire-
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Allianz Retire+

Retirement income philosophy -
Policy and Procedures manual

Objectives » What is the philosophy trying to achieve?

Governance  Definitions, boundaries and exceptions
Retirement income philosophy » Values and beliefs
Strategies and implementation  Tools and resources

Ongoing management » Ongoing review and refinement

100



Factors to consider when developing a retirement income

philosophy

Personal financial goals

Financial literacy

Spending profiles

Investment constraints

Risk tolerance

Social security entitlements

Time horizon

Estate planning

>
N
N

N
N
>
N
N

Retirement
iIncome
philosophy

Allianz Retire+
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The importance of defining your beliefs

Examples +

» |t's never too early to start thinking about retirement planning —
the earlier the better

* We believe in a proactive approach, engaging clients early to
ensure you're on track to achieve the retirement you’ve worked
so hard for

* We are primarily focused on helping you maximise your age
pension

» We are primarily focused on helping you secure reliable income
S0 you have the confidence to enjoy your retirement

+

+ o+ o+ o+ 4+ 4+ 4+

o+ o+ o+ + o+ o+

+ o+ + + +

+ o+ 4+ 4+ + o+ +

102

4+ 4+ + + + + + + + +



Allianz Retire+

Common client retirement planning myths

How does your retirement income philosophy solve for these?

Myth #1: T'll die before | run out of money

Myth #2: | can rely on social security

Myth #3: | can work for as long as | need to

Myth #4: Medicare will cover all my health care costs
Myth #5: If things get tough, I'll spend less

Myth #6: I'm going to live in the same place through retirement

Myth #7: | don’t need to revisit my withdrawal rate —
my income is not going to change in future

Myth #8: I'm willing to sell my primary home to fund my retirement

103



What else informs
your retirement income
philosophy?

ti
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Allianz Retire+

Decumulation is not accumulation In reverse

Behavioural
risks

Dollar cost Liquidity The stakes Less opportunities
averaging considerations are higher to recover

105
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Financial risks faced In retirement

Sequencing risk
Market risk
Longevity risk
Tax and legislative risk

Inflation risk

Spiking expenses risk

106



Allianz Retire+

Emotional risks faced in retirement

&S

g e Grey divorce is on the rise
e 9 Loss of certainty

Being too conservative

Shift to defensiveness

107



Allianz Retire+

Design and implementation - considerations

Risks specific to pre-retirees and retirees

Investment uncertainty

Longevity

Trade-offs and values

High vs low priority preferences

108



Retirement income strategy choices

The same

strategy and
asset allocation
as used in
accumulation

conservative
allocation

Income
layering

Allianz Retire+

Safe
withdrawal
rate

109



POLL:

| use the following retirement income strategies:
a) Conservative allocation

b) Bucketing

c) Income layering

d) Safe drawdown rate

e) Other

+ + + +

+ + + +

R = SR SRR



Allianz Retire+

Bucketing example

Accumulation”® Transition and distribution

. Large cap equities '

. Small cap equities

" International equities Long-term Short-term Guaranteed Bank
. Fixed income portfolio reserve lifetime account

. Cash investments income
stream*

Invested portfolio

Source: Schwab Center for Financial Research

N Accumulation allocation assumes a Moderate Portfolio Allocation of 35% large cap equity, 10% small cap equity, 15% international equity,
35% fixed income and 5% cash investments. For illustrative purposes only.

Social security and
other non-portfolio
income

* Guarantees are subject to the financial strength of the issuing life company. 111



Income layering example Allianz Retire+

A

@

O

S

‘E ma Account-based pension
§ 2

= Lifetime income stream
o

O

=

SRR i

29 Age pension

T O

m c

v

Active phase Passive phase Aged care

112



Safe withdrawal rate

Also known as 4% rule

Allianz Retire+

Asset allocation and the safe withdrawal rate

Historical environments: 1960-2020

10% =

& 1981-19%946

; -
i — o TT————1997-2020
1 o
T 1960-1980
I | T T 1
0 20 40 60 80 100%

Note: the calculations assume a 30-year time horizon, an 85% success threshold and 0% bequest motive.

Equity allocation

® Maximum sustainable withdrawal rate (SWR)

Source: Vanguard, Sustainable withdrawal rates in retirement: The importance of customisation.

Prospective scenarios

10% =
B —
e O 7
=
0 —o—
'EI' = _____-_——._\__‘__—__-
- Upside
5 & - Baseline
- Downside
0 I I | I ]
0 20 &0 &0 80 100%

Equity allocation
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Developing a product toolkit

Example product comparison

Flexibility Longevity protection Investment protection
Product example Ability to access capital drawdowns | Income that lasts as long as a Protection against sequencing /
when needed (excl. min/max regs) retiree's lifetime market risk
o Potential access to capital May not last a lifetime, variable : :
Group self annuitisation : . : Typically no protection
depending on design income

Full access. Drawdown limited only
Account-based pension by account balance / investment
option liquidity

Only through asset allocation and : .
. : . No Investment protection
managing withdrawals. Variable.
APRA regulated life company
backed product. Choice in
downside protection

Downside-protected lifetime Drawdowns at any time, possibly Income will last a lifetime. Rising or
income stream net of surrender penalty fixed income, never decreases.

Drawdowns only allowed within Income will last a lifetime. Variable APRA regulated life company

Traditional lifetime annuity withdrawal period, net of surrender ) ) backed product. Depends on
or fixed income
penalty product features
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Previous vS new-era retirement solutions

After 30 years of not much retirement innovation, the new world is looking completely different

Previous New-era

Access to capital | Limited as per Capital Access Schedule v/ Flexible access to capital

Guaranteed income for life | Yes, however with trade-offs v/ Guaranteed income for life without trade-offs
Market-linked returns | Fully exposed to market losses v/ Reduced exposure to market risk with downside protection
Investment balance growth | Yes, however with no downside protection v Exposure to market growth with downside protection
Death benefit payable | Limited as per Capital Access Schedule v/ Investment value payable upon death

Age pension uplift | One size fits all v/ Tailor to individual circumstances and Age Pension needs
Accessible within super/ABP | Not accessible v/ Accessible — super fund can own investment

Accessible via Platform | Annuities sit off-platform via rollout of super or as non-super v/ Solution on-platform, within super fund or as non-super
Choice and flexibility | Features locked in at commencement v/ Change options and choose features along the way
Portable | Not portable v/ In-specie transfers possible
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Support — adviser education-led approach

Access a library of materials and tools to support strategy enablement and education

PROTECTED = .
INVESTMENT
OPTIONS

Product information

Helping advisers and investors
understand how new era
iIncome solutions work and the
value they provides
in a simple and easy to
understand manner

Retirement & education
support

Library of materials (i.e. CPD,
thought leadership, explainer
videos, podcasts) to provide
leading insights on retirement

() )

Allianz Retire+

Towards a
Retirement

Income
Philosophy

Avisian for getting itright

ensombl:

Advice and practice
tools

Utilise research reports,
advice and practice templates,
client guides and videos to
streamline advice proceses

Allianz Retire+

Digital tools

Providing user-friendly
calculators that give a clear
picture of how next-generation
Income solutions can
play a key role in today’s
portfolios
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Disclaimer

This material is issued by Allianz Australia Life Insurance Limited, ABN 27 076 033 782, AFSL 296559 (Allianz Retire+). Allianz Retire+ is a registered
business name of Allianz Australia Life Insurance Limited.

Any tax and social security information in this material sets out our understanding of current legislation and practice as at the date of this document. It is only
intended to be general in nature and does not constitute tax or social security advice. We recommend that you seek specific tax and social security financial
advice on your personal circumstances before making an investment decision.

This information is current as at March 2025 unless otherwise specified. This information has been prepared specifically for authorised financial advisers in
Australia and is not intended for retail investors. It is not comprehensive or intended to give financial product advice. Any advice provided in this material
does not take into account any person’s objectives, financial situation or needs. Before acting on anything contained in this material, you should consider the

appropriateness of the information received, having regard to your objectives, financial situation and needs. Past performance is not a reliable indicator of
future performance.

No person should rely on the content of this material or act on the basis of anything stated in this material. Allianz Retire+ and its related entities, agents or
employees do not accept any liability for any loss arising whether directly or indirectly from any use of this material.
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BlackRock.

Rethinking Defensive Allocations in Multi-
Asset Portfolios

Michael McCorry, PHD
CIO of BlackRock Australia, Managing Director
BlackRock Multi-Asset Strategies & Solutions
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2025 - A bumpy start to the new year

Action-packed with a barrage of market-moving events

104
DeepSeek US “hot”
sell-off inflation Growth scares
. o
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threats /
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)
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Exuberance around
Trump’s policy agenda
98
31/12/2024 14/01/2025 28/01/2025 11/02/2025 25/02/2025

Source: BlackRock, as of 28 February 2025. Index refers to the MSCI ACWI Index in AUD. For illustrative purposes only. Past performance is not a reliable indicator of future performance. Index performance

BlackRock.

returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an index.
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It’s time to re-think portfolios as market regimes shift

The past 5 years has seen highly volatile returns for stocks and bonds given elevated macro uncertainty.

Global equities and bond returns, 2000-2024

50.0%
Stocks up, bonds down : Stocks up, bonds up
40.0%
@® 2025 YTD
0 2024
30.0% . 2024 .
2021 =
20.0% @ 2022 d
o 2021

i @® 2008
£ 10.0% Historic annual returns
]
©
o)
2 0.0%
G}

-10.0%

@ 2022
-20.0%
2008
-30.0%
Stocks down, bonds down Stocks down, bonds up
-40.0%
-15.0% -10.0% -5.0% 0.0% 5.0% 10.0% 15.0%
Global bonds

Past performance is not a reliable indicator of future returns.. For illustrative purposes only. Index performance returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest

directly in an index.
0 e: BlackRock as 0 December 2024 obal equities are represented by the M A oun Norld Index (unhedged) in AUD. Bonds are represented bv the Bloomberg Barcla obal Aooregate Index (hedged in AUD

BlackRock.
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We are in a structurally different world now

We still see structural supply shocks keeping inflation above policy targets in the long term, compelling central banks to keep policy rates
restrictive.

Headline inflation, 2019-2024 Central bank policy rates, 2019-2024
6
9
S Australia
5 — S Australia
7
4
2 s 3
e c 3
c >
2 k]
b= ©
J—_C“ c
= ‘ 2
N v
-/\k/ \ 1
1
= 0
2019 2020 2021 2022 2023 2024 2025 2019 2020 2021 2022 2023 2024 2025
-1
Source: LSEG Datastream and BlackRock Investment Institute, as of March 2025. Lines show annual change in consumer price
indexes. Source: LSEG Datastream and BlackRock Investment Institute, as of March 2025.
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The role of bonds have evolved and broadened

In addition to portfolio ballast objectives, fixed income is increasingly being sought for return and income enhancement.

Survey on the role of fixed income in portfolios (Current vs 12M forward)

Diversification Return/Income Enhancer Total Return

3%
13% 6% 6 135 7%

22%

47%
41% 51%
61%

57%
43% 6

50%
42%

33%

Current 12m ahead Current 12m ahead Current 12m ahead
B Primaryrole Secondary role No role
Most important As important Less important

Source: Illuminas, as of December 2023.

BlackRock.
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Higher yields have created new opportunities for fixed income

More than 85% of global fixed income securities are yielding over 4% today, compared to less than a quarter in 2021.

Fixed income assets yielding over 4%

100% pwm —

80%

60%

Share

40%

20%

0%
2001 2004 2007 2010 2013 2016 2019 2022 2025

P US. Treasury | U.S. Municipal [ Global Credit [ Global High Yield [U.S. Agencies
guUS. MBS PUS.CMBS | Euro periphery  Euro core [JEmerging markets

Sources: BlackRock Investment Institute, with data from LSEG Datastream, data as of January 2025. Note: For full calendar years, the bars show market capitalization weights of assets with an average annual yield
over 4% in a select universe that represents about 70% of the Bloomberg Mulitiverse Bond Index. Euro Core is based on French and German government bonds indexes. Euro periphery is based on an average of
government debt indexes for Italy, Spain and Ireland. Emerging markets combine external and local currency debt. Current calendar year data is not averaged and reflects month-end yield for the month indicated
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Australian corporate credit is attractive on a relative basis
We see pockets of value in particular fixed income markets.

Australian investment grade credit yields are now higher While spreads have tightened, Australian credit is attractive
than equity dividend yields compared to the US
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Source: ICE BofA, Bloomberg. As of 28 February 2025. For illustrative purposes only. Past
performance is not a reliable indicator of future performance. Index performance returns do not Source: ICE BofA, Bloomberg. As of 28 February 2025. For illustrative purposes only. Past
reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot performance is not a reliable indicator of future performance. Index performance returns do not
invest directly in an index. ASX300 Dividend Yield refers to the trailing 12-month gross dividend on reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot
the S&P/ASX 300 Accumulation Index. Australia IG Corporate Credit Yield refers to the Yield-To- invest directly in an index. Australia IG Corporate Credit refers to the ICE BofA Australia Corporate
Maturity (YTM) on the ICE BofA Australia Corporate Index. Index. US IG Corporate Credit refers to the ICE BofA 1-10 Year US Corporate Index.
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Still high bond market volatility dampens diversification benefit

Interest rate volatility remains elevated compared with the past few decades

U.S. Treasury Volatility

Since 1990 Last year
300 140
250 120
100
200
< 80
- 150
=
- 60
100 " .
94.5 40
50 20
D I | | | 1 1 I | D |
1990 1995 2000 2005 2010 2015 2020 2025 2024

— Merrill Lynch MOVE Index

Sources: LSEG Datastream, Merrill Lynch and BlackRock Investment Institute. Data as of March 2025. Note: The MOVE Index is a measure of implied volatility on 1-month U.S. Treasury options.
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A new regime demands a broader toolkit

1.0
stocks & bonds are
less diversifying Stock bond correlation has turned
positive in the New Regime of higher
0.5 inflation
c
RS
< 00 i
<)
(@)
-0.5
l stocks & bonds are more diversifying
-1.0
1975 1982 1989 1996 2003 2010 2017 2024

Stocks and bonds have tended to move together when inflation is above target !

Past performance is not indicative of future results.
Source: LSEG Datastream, chart by BlackRock with data as of 31 December 2024. Notes: the line shows the correlation of daily U.S. 10y Treasury returns and S&P 500 over a rolling 252-day period.

BlackRock.
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Consider alternatives for diversification

Alternative asset classes Hedge Fund strategies

Investment strategies that go beyond traditional methods.
Many strategies aim to provide low correlation to
directional market moves, targeted protection during
selloffs, or unique sources of alpha, often highly liquid.

Asset classes other than the traditional stocks,
bonds, or cash, often illiquid.

Hedge Funds Private Equity

Infrastructure Private Credit

Source: BlackRock, as of March 2025. For illustrative purposes only. Subject to change. This is not a recommendation to invest in any particular financial product.
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Hedge Fund strategies can fill the gap

Diversify

Seek higher returns
than core equities
in less liquid markets

Less volatility than core
equities with similar
return drivers

Designed to increase Low/moderate
in value when core correlation to
exposures are falling core equities with
different return drivers

Source: BlackRock, March 2025. For illustrative purposes only. Subject to change. This is not a recommendation to invest in any particular financial product.
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Hedge Funds have a long history of strong risk adjusted returns

Sharpe ratios for equities, bonds and Hedge Fund strategies

Sharpe ratio

1996 2001 2006 2011 2016 2021

Hedge funds outperforming S &P 500 U.S. 10-year Treasury = Hedge funds

Past performance is not a reliable indicator of future performance. Index returns do not account for fees. It is not possible to invest directly in an index. This information should not be relied upon by the reader as
research or investment advice regarding any funds, strategy or security in particular. Source: BlackRock Investment Institute, HFRI with data from LSEG Datastream, December 2023. Notes: The chart shows the Sharpe
ratios for the S&P 500, U.S. 10-year Treasury and hedge funds. The index proxy used for hedge funds is the HFRI Weighted index. The Sharpe ratio measures an asset's risk-adjusted returns. It is calculated by dividing the

asset's excess returns (typically over cash) by its standard deviation, which represents its risk.

BlackRock.
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Hedge Fund strategies offer improved risk reward expectations

5-year AUD asset return and volatility expectations

12%
Global infrastructure equity
([ J
10% Global private equity (buyout)
’ Europe equities Y
[ J
- Hedge Funds (global) China A shares
c
§ 8% [ China-Broad market ® EM equities ()
3} equities
o
kS Real estate mezzanine debt
(%]
E 6% ° ¢
2 ° Global high yield . Listed infrastructure equities
= Global gov. bonds ° ® Global ex-Australia large... ® g
g Global aggregate °
2 bonds [
9 1% Developed .
g "» infrastructure debt U.S. large cap equities .
i A . @ Equities
us. cas .
Global corporate China gov. bonds @ . Fixed Income
bonds Australia large @ Frivate Markets
2% cap equities
([ J
US core real estate
0%
0% 5% 10% 15% 20% 25% 30% 35%

Expected Volatility

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance.

Source: BlackRock Investment Institute, February 2025. Data as of 31 December 2024.

Notes: Return assumptions are total nominal returns. Our CMAs generate market, or beta, geometric return expectations. Asset return expectations are gross of fees. We use long-term volatility assumptions. We break down each asset class into factor exposures and
analyse those factors' historical volatilities and correlations over the past 20 years. We combine the historical volatilities with the current factor makeup of each asset class to arrive at our forward-looking assumptions. This approach takes into account how asset classes
evolve over time. Example: Some fixed income indices are of shorter or longer duration than they were in the past. Our forward-looking assumptions reflect these changes, whereas a volatility calculation based only on historical monthly index returns would fail to capture
the shifts. Expected return estimates are subject to uncertainty and error. Expected returns for each asset class can be conditional on economic scenarios; in the event a particular scenario comes to pass, actual returns could be significantly higher or lower than forecasted.
Australian dollar return expectations for all asset classes are shown in unhedged terms, with the exception of global corporate bonds, hedge funds, global aggregate bonds and global government bonds.
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Seek durable alpha through capital preservation

Alpha in both up and down equity markets

Alpha in both up and down fixed income markets

Average monthly return during 63 positive months Average monthly return during 33 negative months

3.04%

Low participation in down
Equity markets

0.

o

5%

-2.65%

M Equities Diversified Hedge Fund

Average monthly return during 51 positive months Average monthly return during 45 negative months

Low participation in down
Fixed Income markets

0.98%

0.58% 0.

=

0%

-0.87%

Fixed Income Diversified Hedge Fund

Figures shown relate to past performance. Past performance is not a reliable indicator of current or future results and should not be the sole consideration when selecting a product or strategy.

Data from 31 January 2017 to 31 December 2024. Source: BlackRock. Equity represented by the MSCI World Net TR (AUD) Index; Hedge Fund represented by the BlackRock Global Liquid Alternative Fund; and Fixed Income represented by the Bloomberg Global Aggregate
(AUD Hedged) Index. Indices are unmanaged and used for illustrative purposes only and are not intended to be indicative of any fund’s performance. It is not possible to invest directly in an index. Material differences may exist between products being compared, such as,
investment objectives, fees and expenses, types of investments made, countries or markets covered. Average Monthly Return during positive and negative months represents periods when the MSCI World or the Bloomberg Global Aggregate Hedged Index monthly

performance was positive or negative.

BlackRock.
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Taking advantage of a higher interest rate environment

Hedge Fund strategies have delivered higher returns in higher cash rate environments

Alternative index median returns (1994 to 2024) cash is: Greater than 2% Less than 0.5%

13.3%

10.2%
9.2%

8.2%
7.3%

1.9%

Global Macro Equity Mkt Neutral Multi-Strategy

Source: Morningstar of 12/31/2024. Hedge Funds are represented by the Credit Suisse Hedge Fund Index, Equity Market Neutral by the Credit Suisse Equity Market Macro Index, and Multi Strategy by the Credit Suisse Multi Strategy Index. Index performance is for illustrative
purposes only. You cannot invest directly in the index. Past performance does not guarantee or indicate future results.
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Dispersion drives alpha opportunity for hedge fund strategies

Elevated stock and country dispersion rewards high skill hedge fund managers

Stock dispersion Country dispersion
Average annual total return difference between top half and Average annual total return difference between the best and worst
bottom half of MSCI ACWI Index (%) performing country in the MSCI ACWI Index (%)

70 100

s 64.71 93.94

60 90 /

55 80.22

80
50
44.35

45 70

40

35 60

30 50

25

20 T ) 40 T ,

2010 - 2019 (pre-COVID) 2020 - 2023 (post-COVID) 2010 - 2021 (ZIRP) 2022 - 2023 (post-ZIRP)

Past performance is not a reliable indicator of future returns. For illustrative purposes only. Source: BlackRock, with data from FactSet as of 12/31/2023. Annual stock dispersion is calculated by taking the average total
return of the top half performers of the MSCI ACWI Index (above or equal to the median) and subtracting the average of the bottom half. The stock dispersion chart shows the average of the annual dispersion
observations across each period. Annual country dispersion is calculated by taking the top performing country and subtracting the bottom performing country. The country dispersion chart shows the average difference
across the defined periods. It is not possible to invest directly in an index.
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Enhance Portfolio Outcomes with the 70/15/15

From the
70/30 Portfolio...

¢
AR

Diversify your
diversifiers

Investors looking to incorporate
more portfolio ballast as well as
compelling expected returns could
consider funding an allocation to
Hedge Fund Strategies from their
fixed income bucket

..to the
70/15/15 Portfolio

100%
15%
90% Hedge Funds
30%

80% Fixed Income 15%
c Fixed Income
o 70%
©
(&)
ks} 60%
<
) 50%
S
z 40% 70% 70%
& Equities Equities

30%

20%

10%

0%
Achieve
Lower Risk 9.5% 0.1% I}
Higher Return 9.4% 11.0% t
Higher Sharpe

= 3 0.64 0.84 f

Ratio

Diversified Hedge Fund
portfolio

For illustrative purposes only. Diversification does not guarantee a profit or eliminate the risk for potential loss. Past performance is not a reliable indicator of current or future results and should not be the sole consideration when selecting a product or strategy.
Source: BlackRock, as of 31 January 2025. Risk and return is calculated using 3-year historical performance. Stylized allocation to Hedge Fund Strategies is represented by the Global Liquid Alternatives Fund as of end of December 2024. Equities represented using
MSCI World (AUD) Index, Fixed Income represented using Barclays Global Agg. (AUD Hedged) Index returns and Hedge Fund Strategies represented using the Global Liquid Alternatives Fund (GLAF). GLAF was incepted as of September 2023, however, the figures
shown relate to simulated performance from Dec 2021 - Aug 2023 and live performance from Sept 2023 onwards.

BlackRock.
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Building Resilience for Periods of Market Stress

Fund performance when Global Equities sold off

MSCI World index Worst Five Months: Feb 2022 - Jan 2025

1.0%
o -10%
| -
>
@ 9
7 o -2.69%
r] o -3.61% -3.34% "2:99% -3.29% -3.35%
E -5.0% -4.20% -3:93% -4.14% -4.10% 272 -3.79% % -3.98%
o -5.36% e
-5.44%

P

-7.0%

31-Dec-22 28-Feb-22 30-Jun-22 30-Sep-23 30-Sep-22

® MSCI World Index (AUD hedged) = 70/30 = 70/15/15

Fund performance when Global Fixed Income sold off

Barclays Global Agg index Worst Five Months: Feb 2022 - Jan 2025

0.0%
L.0% 0.86%
5 2.0% 1.14% 7
— L. (]
+— N 0
Y 20 -2.09% -2.13% 1.84%
= -3.0% 2.69% -2.54% 5 790, ~2.54%
2 : 6 -2.88% 3 049 % _ -2.99%
T -40% -3.50% -3.35% -3.34%
o
= 50%
30-Sep-22 29-Apr-22 31-Aug-22 31-Mar-22 30-Sep-23
Barclays Global Agg. (AUD Hedged) Index 70/30 70/15/15

Source: BlackRock, as of 31 January 2025. Returns are shown per month, not annualized. Stylized allocation to Hedge Fund Strategies is represented by the Global Liquid Alternatives Fund. Equities represented using MSCI World (AUD) Index,
Fixed Income represented using Barclays Global Agg. (AUD Hedged) Index returns and Hedge Fund Strategies represented using the Global Liquid Alternatives Fund (GLAF). GLAF was incepted as of September 2023, however, the figures shown
relate to simulated performance from February 2022 - Aug 2023 and live performance from Sept 2023 onwards. Past performance is not a reliable indicator of future results. Material differences may exist between product, service or

performance being compared. Index returns are for illustrative purposes only.
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Selecting Hedge Fund strategies can be daunting

HERI M acro HFRIRV: HFRIRV: HFRI ED: HFRI Relative HFRI Equity HERI M acro HFRI EH: HFRI ED: HFRI Emerging HFRI HFRI Equity HFRI Equity HFRI ED: HERI M acro HFRI Equity HFRI ED:
ConvertArb ConvertArb Merger Arb Value Hedge EgqMrkt Ntrl Distressed M arkets ED:Merger Arb Hedge Hedge Distressed Hedge Distressed
4.83% 60.17% 13.35% 150% 10.59% 14.28% 5.58% 4.27% 15.15% 19.36% 3.29% 13.71% 17.89% 15.61% 9.00% 1.37% 12.05%

HFRI ED: HFRI Emerging HFRI ED: HFRI Relative | HFRI Emerging HFRI ED: HFRI Relative HDRI ED: HFRI Event- HFRI Equity HFRI Relative | HFRIEmerging = HFRI Emerging HFRI Event- HFRI ED: HFRI Event- HFRI Equity
Merger Arb M arkets Distressed Value M arkets Distressed Value Merger Arb Driven Hedge Value M arkets M arkets Driven Merger Arb Driven Hedge

-5.27% 40.25% 12.12% 0.15% 10.37% 14.05% 4.02% 3.32% 10.57% 13.29% -0.47% 177% 12.86% 12.41% 2.80% 10.42% 1.87%

HFRI EH: Eq HFRI ED: HFRI Event- HFRI ED: HFRI ED: HFRI Event- HFRI FOF HFRIRV: HFRIRV: HFRI FOF HFRI EH:Eq HFRIRV: HFRIRV: HFRI Equity HFRI EH: HFRI Emerging HFRIRV:
Mrkt Ntrl Distressed Driven Distressed Distressed Driven Composite ConvertArb ConvertArb Composite Mrkt Ntrl ConvertArb ConvertArb Hedge EgqMrkt Ntrl Markets ConvertArb
-5.92% 28.14% 1186% -179% 10.12% 12.51% 3.37% 192% 8.10% 7.77% -0.98% 10.35% 12.84% 1167% 120% 8.59% 10.90%
HFRI Relative HFRI Relative | HFRI Emerging HFRI EH: Eq HFRI Event- HFRI FOF HFR EH: HFRI FOF HFRI Relative HFRI Event- HFRI ED: HFRI FOF HFRI ED: HFRI HFRI Relative HFRI ED: HFRI EHEq Mkt

Value Value M arkets Mrkt Ntrl Driven Composite EqMrkt Ntrl Composite Value Driven Distressed Composite Distressed ED:Merger Value Distressed Neutral

-18.04% 25.81% 1144% -2.13% 8.89% 8.96% 3.06% -0.27% 7.67% 7.59% -170% 8.39% 1.82% 10.63% -0.70% 7.86% 10.48%
HFRI FOF HFRI Event- HFRI Relative HFRI Event- HFRIRV: HFRIRV: HFRI Equity HFRI Relative | HFRI Emerging HFRI ED: HFRI Event- HFRI Event- HFRI FOF HERI M acro HFRIRV: HFRI Relative HFRI Event-
Composite Driven Value Driven ConvertArb ConvertArb Hedge Value M arkets Distressed Driven Driven Composite ConvertArb Value Driven

-2137% 25.04% 1143% -3.30% 8.58% 8.02% 181% -0.29% 7.03% 6.25% -2.13% 7.49% 10.88% 7.72% -100% 6.95% 9.76%

HFRI Event- HFRI Equity HFRI Equity HERI M acro HFRI Equity HFRI Relative HFRI HFRI Equity HFRI Equity HFRI HFRI HFRI Relative HFRI Event- HFRIRV: HFRI ED: HFRI FOF HFRI FOF
Driven Hedge Hedge Hedge Value ED:Merger Arb Hedge Hedge RV:ConvertArb RV:ConvertArb Value Driven ConvertArb Distressed Composite Composite
-2182% 24.57% 10.45% -4.16% 741% 707% 169% -0.97% 547% 5.95% -3.08% 742% 9.26% 7.71% -4.30% 6.32% 9.40%
HFRI ED: HFRI ED: HFRIRV: HFRI FOF HFRI HFRIRV: HFRI HFRI Relative HFRI FOF HFRI HFRI Relative HFRI Event- HFRI EH: HFRI Emerging
. HFRI M acro § HFRIMacro i HFRI M acro .
Distressed Merger Arb ConvertArb Composite EH:EqM rkt Ntrl ConvertArb ED:Merger Arb Value Composite ED:Merger Arb Value Driven EqMrkt Ntrl Markets
-2520% 1165% 8.06% -5.16% 4.79% 6.46% 155% -126% 3.63% 5.14% -4.03% 6.81% 5.38% 7.59% -4.80% 5.97% 9.24%
HFRI Equity HFRI FOF HFRI FOF HFRI FOF IENN=EA=IVIAY | HERI Emerging HFRI Event- HFRI Emerging HFRI EH: HFRI EH: HERI M acro HERI M acro HFRI HFRI EH: HFRI FOF HFRI HFRI Relative
Hedge Composite Composite Composite Ntrl M arkets Driven M arkets EgMrkt Ntrl EgM arkt Ntrl ED:Merger Arb EgMrkt Ntrl composite ED:Merger Arb Value
-26.55 147% 5.70% -5.72% 2.98% 547% 108% -3.28% 2.23% 4.88% -4.10% 6.50% 5.20% 7.05% -5.30% 5.07% 8.65%
HFRIRV: HERI M acro HFRI ED: HFRI Equity HFRI HFRI HFRI ED: HFRI Event- HERI M acro HFRI HFRI Equity HFRI ED: HFRI Relative | HFRI Emerging HFRI Equity HFRIRV: HFRI
ConvertArb Merger Arb Hedge ED:Merger Arb ED:Merger Arb Distressed Driven ED:Merger Arb Hedge Distressed Value Markets Hedge ConvertArb  ED:Merger Arb
-33.73% 4.34% 4.60% -8.38% 2.76% 4.74% -139% -3.55% 103% 4.31% -7.14% 2.94% 3.35% 6.86% -10.10% 5.00% 5.60%
HFRI Emerging HFRI EH: HFRI EH: HFRI Emerging HERI M acro HERI M acro HFRI Emerging HFRI ED: HFRI FQF HERI M acro HFRI Emerging HFRI EH: HFRI EH: HFRI FQF HFRI Emerging HERI M acro HERI M acro
Markets EqMrkt Ntrl EqMrkt Nrtl M arkets M arkets Distressed Composite M arkets EqMrkt Ntrl EgqMrkt Ntrl Composite Markets
-37.26% 143% 2.85% -14.01% -0.06% -0.44% -2.56% -8.06% 0.51% 2.20% -10.94% 2.33% -0.11% 6.17% -13.00% -0.34% 5.45%

Source: HFRI, as of 31 December 2024. Overall portfolio returns are shown gross of fees and expenses. Past performance is not a reliable indicator of future returns. For illustrative purposes only. Index performance returns do not reflect any management fees, transaction costs
or expenses. Indexes are unmanaged and one cannot invest directly in an index.
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Bringing it all together in a multi-asset portfolio

Enhance portfolio outcomes with defensive allocations Improve the efficient frontier
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For illustrative purposes only. Subject to change. Source: BlackRock, March 2025

BlackRock.

Source: BlackRock, as of March 2025. For illustrative purposes only.
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In summary

—
—

Re-thinking portfolio
construction in the new
regime

Hedge Funds can embed Enhance the efficient
ballast without sacrificing frontier through defensive
returns allocations

Fixed income may play an
important role in portfolios

For illustrative purposes only. Subject to change.

BlackRock.
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IMPORTANT INFORMATION

PERFORMANCE DATA

Performance figures represent past performance and are not indicative of future performance. Current performance may be higher or lower than that shown. Net performance figures are calculated after fund management fees and expenses, and assume reinvestment of
distributions. Gross performance figures are calculated gross of ongoing fees and expenses. Unless otherwise stated, performance for periods greater than one year is annualised and performance calculated to the last business day of the month.

IMPORTANT INFORMATION

Issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 (BIMAL) for the exclusive use of the recipient, which warrants by receipt of this material that it is a wholesale client as defined under the Australian Corporations Act 2001
(Cth).

This material provides general advice only and does not take into account your individual objectives, financial situation, needs or circumstances. Before making any investment decision, you should assess whether the material is appropriate for you and obtain financial
advice tailored to you having regard to your individual objectives, financial situation, needs and circumstances. Refer to BIMAL’s Financial Services Guide on its website for more information. This material is not a financial product recommendation or an offer or solicitation
with respect to the purchase or sale of any financial product in any jurisdiction.

Information provided is for illustrative and informational purposes and is subject to change. It has not been approved by any regulator. This material is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to local law or regulation. BIMAL is a part of the global BlackRock Group which comprises of financial product issuers and investment managers around the world. BIMAL is the issuer of financial products and acts as an investment manager in
Australia.

BIMAL is the responsible entity and issuer of units in the Australian domiciled managed investment schemes referred to in this material, including the Australian domiciled iShares ETFs. Any potential investor should consider the latest product disclosure statement (PDS)
before deciding whether to acquire, or continue to hold, an investment in any BlackRock fund. BlackRock has also issued a target market determination (TMD) that describes the class of consumers that comprises the target market for each BlackRock fund and matters
relevant to their distribution and review. The PDS and the TMD can be obtained by contacting the BIMAL Client Services Centre on 1300 366 100. In some instances the PDS and the TMD are also available on the BIMAL website at www.blackrock.com/au. An iShares ETF is
not sponsored, endorsed, issued, sold or promoted by the provider of the index which a particular iShares ETF seeks to track. No index provider makes any representation regarding the advisability of investing in the iShares ETFs. Further information on the index providers
can be found in the BIMAL website terms and conditions at www.blackrock.com/au.

BlackRock model portfolios themselves are not funds issued by BIMAL. They are offered through third party platform providers which are not affiliated with BIMAL. These materials must be preceded and accompanied by a product disclosure statement (PDS) issued by the
third-party platform providers that are responsible entities and product issuers of model portfolios. BlackRock model portfolios included in these materials are provided for illustrative and educational purposes only. They do not constitute research, and they are not
personal advice from BIMAL to any client of a registered financial adviser. They are intended for use only by a registered financial adviser with other information as a resource to help build a portfolio or as an input in the development of investment advice for a registered
financial adviser’s own clients. Such registered financial advisers are responsible for making their own independent judgment as to how to use BlackRock model portfolios included in these materials. BIMAL is not responsible for determining the appropriateness or
suitability of any BlackRock model portfolios, or any of the securities included therein, for any client of a registered financial adviser. BlackRock model portfolios include investments in units of funds. Investors will indirectly bear fund expenses in respect of portfolio assets
allocated to funds. Information concerning BlackRock model portfolios — including holdings, performance and other characteristics — may vary materially from any portfolios or accounts derived from BlackRock model portfolios included in these materials. There is no
guarantee that any investment strategy or model portfolio will be successful or achieve any particular level of results.

BIMAL, its officers, employees and agents believe that the information in this material and the sources on which it is based (which may be sourced from third parties) are correct as at the date of publication. While every care has been taken in the preparation of this
material, no warranty of accuracy or reliability is given and no responsibility for the information is accepted by BIMAL, its officers, employees or agents. Except where contrary to law, BIMAL excludes all liability for this information.
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IMPORTANT INFORMATION

Any investment is subject to investment risk, including delays on the payment of withdrawal proceeds and the loss of income or the principal invested. While any forecasts, estimates and opinions in this material are made on a reasonable basis, actual future results and
operations may differ materially from the forecasts, estimates and opinions set out in this material. No guarantee as to the repayment of capital or the performance of any product or rate of return referred to in this material is made by BIMAL or any entity in the BlackRock
group of companies.

No part of this material may be reproduced or distributed in any manner without the prior written permission of BIMAL.

©2025 BlackRock, Inc. or its affiliates. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, ALADDIN, iSHARES and the stylised logo are registered and unregistered trademarks of BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners.
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CENTREPSINT

ALLIANCE

“"THE US INNOVATES, CHINA
REPLICATES, AND THE EU
REGULATES"

Daniel Stojanovski — Chief Investment Officer (C1O) Ventura FM and Asset
Consultant to Centrepoint Alliance




DISCLAIMER

General Advice Warning

This update is issued by Ventura Investment Management Limited (AFSL 253045), which is a related body corporate of
Centrepoint Alliance Limited.

The information provided is general advice only and does not take into account your financial circumstances, needs ot
objectives. Where you are considering the acquisition, or possible acquisition, of a particular financial product, you should
obtain a Product Disclosure Statement for the relevant product before you make any decision to invest. Past performance
does not necessarily indicate a financial product’s future performance. It is imperative that you seek advice from a registered
professional financial adviser before making any investment decisions.

For more information, refer to the Financial Services Guide (FSG) for Ventura Investment Management Limited (available at
https://venturafm.com.au/media/1729/ventura-fsg-update-nov.pdf).

Disclaimer

While Centrepoint Alliance Limited and its related bodies corporate try to ensure that the content of this update is accurate,
adequate and complete, it does not represent or warrant its accuracy, adequacy or completeness. Centrepoint Alliance
Limited is not responsible for any loss suffered as a result of or in relation of the use of this update. To the extent permitted
by law, Centrepoint Alliance Limited excludes any liability, including negligence, for any loss, including indirect or
consequential damages arising from or in relation to the use of this update.



By participating in this session, you will:
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Understand the key
themes driving
markets today

Investment process is
key in driving a
strong portfolio

.

Learn how institutional
investors are adapting
their strategies

What components
from the past can
relate to the
environment now

Exploring how best to
navigate risks in the
market and outlook
going forward

Macro economic
themes
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Introduction & Context Setting

Historical Echoes

China’s Evolution: Imitation to Innovation

EU Regulatory Leadership

Global Conflict - Geopolitical & Economic Impact

US Innovates, China Replicates, and the EU Regulates

- Al Race: Global Tech Leadership

. Navigating these themes and risks in portfolios - Future Power Shifts

. Conclusion & Interactive Q&A
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WHY ARE THERE SIMILARITIES AND DIFFERENCES?

*REAGAN
i K

X

Americans are hungry to feel once again

T R U M P X a sense of mission and greatness.

MAKE AMERICA GREAT AGAIN! Y ) RONALD REAGAN

IPaid for by the Danald | Tamp Exploratory Committee, 725 Fifth Avenue, New York, NY

MAKE
> AMERICA *
. GREAT AGAIN .

Let's make America great again.
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HISTORICAL ECHOES: REAGANOMICS TO TRUMP'S TARIFFS

Reaganomics & Trumponomics

Deregulation Protectionism

‘Morning in
America’

Tax Cuts

‘America First’
Tax Cuts

"The nine most terrifying words in the English 'One of the key problems today is that politics is

language are: I'm from the Government, and I'm Free Trade Tanﬂ:s such a disgrace, good people don't go into

here to help.'— Ronald Reagan government.” Donald J. Trump
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NEW POLICIES UNDER DONALD TRUMP

Trump declared a
national emergency
at the US-Mexico
border

Leaving the World
Health Organisation
(WHO)

Banning paper
straws

Withdrew from the Paris Climate Accord

Tariffs on Mexico,
Canada, China. Threats
to numerous other
countries

Reducing income
tax

Expanding
government
efficiency




THE GLOBAL IMPACT OF TRUMP’S POLICIES

Supply chain Tensions with Semiconductor Reshoring of
disruptions close allies shortages production facilities
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Trump has already introduced:
» 25% tariff on all steel and aluminium imports from around the world
« 25% tariffs on other imports from Mexico and Canada (with some exemption)
* 20% levy on Chinese goods
« 25% automobile tariffs

The key risks of tariffs on the economy are:

o®
\o’(\""‘\o
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How much is Trump’s recently
announced tariff on automobiles?

@ The Slido app must be installed on every computer you’re presenting from Slido


https://www.slido.com/powerpoint-polling?utm_source=powerpoint&utm_medium=placeholder-slide
https://www.slido.com/support/ppi/how-to-change-the-design
https://www.slido.com/support/ppi/how-to-change-the-design

LOOKING AT THESE TARIFF’S CLOSER

Which U.S. Imports Could Be Most Affected?
Top five U.S. import products by origin country, 2023

[l Canada i Mexico [ China Rest of world

Cars $128B

Crude petroleum

| EE—

$55B

Computers $28B $36B
Note: Products are classified using the HS4 designation.
COUNCILon
Source: UN Comtrade. FOREIGN
RELATIONS

Gas prices could also surge as much as 50 cents per gallon as Canada and Mexico supply more than 70% of crude oil imports to
U.S. refineries (Crude oil is the .primary raw material used to produce gasoline)
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TRUMP AND THE STOCK MARKET - A LOVE HATE RELATIONSHIP?

How the S&P 500 has moved at the start of each Trump presidency

+10%

Trump’s first term
2017

Second term
2025

_10 1 | 1 1
March June Sept. Dec.

Source: NY Times
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CHINA’S
EVOLUTION:
IMITATION TO
INNOVATION?
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HISTORICAL PARALLELS: 1980°S JAPAN VS 2020°S CHINA

During the 1980s Japan was seen as the major global competitor
to US economic domination, becoming a leader in developing
technology and automobiles.

This economic boom for Japan was eventually hindered by the
crash in the Japanese property market and the inability of
Japanese companies to make the adjustment to being truly global
companies.

China is currently in a very similar position, becoming a global

THE 1980; J 7 Y leader in technology and automobiles and currently facing a
: property slump.

What could set apart China and Japan is the ability of Chinese
companies to become global companies.
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MADE IN CHINA 2025 — CHINA’S PLAN TO BECOME A LEADER IN HIGH-
TECH INDUSTRIES

In 2015 Li Kequiang, then Prime Minister of China, launched the Made in China initiative which was a 10-year plan to move
China from the low-cost manufacturing centre for developed countries to a leader in developing high-end technologies.

This would not only improve China’s standing in the global economy but also reduce their reliance on importing technology
from foreign countries.

The 10 sectors that have been targeted by this initiative are:

New
Information
technology

Medical Agricultural
devices machinery

Power
equipment

Robotics

High-end
railway
equipment

High-tech
ships

New Energy Aerospace
materials saving equipment
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THE RESULTS OF THE MADE IN CHINA 2025 INITIATIVE

Huawei 5G

AW

N \Ne\

Quantum Computing
B
‘IINHWT’

‘ I
“N%VV
iu.

il

\|lul

China has invested
heavily in quantum
research, with state

In January 2025
DeepSeek launched
their Al model and

shocked their
competitors and the
market.

Early 2024, Huawei
reported that the

Over $230 billion in
subsidies from 2009
to 2023 have been
directed towards the
EV sector

number of global 5G
users has
exceeded 1.5 billion

funding estimated
to exceed $15
billion

160



EU REGULATORY
LEADERSHIP
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EXAMPLES OF EU REGULATION

General Data Protection Regulation

Implemented in 2018, is one of the most
comprehensive data privacy laws globally.

It sets strict guidelines on data protection and
privacy for all and has influenced data protection
laws worldwide

Consumer Rights Directive

This directive enhances consumer protection by
ensuring clear information, fair contract terms,
and the right to withdraw from contracts.

MIFID I

Came into effect in 2018, regulates financial
markets by setting standards for investor
protection, transparency, and market integrity.

European Climate Law

This law enshrines the goal of climate neutrality by
2050 into legislation. It sets an intermediate target
of reducing net greenhouse gas emissions by at
least 55% by 2030
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Which of the following Is the
name of the EU’s financial
markets regulation?

@ The Slido app must be installed on every computer you’re presenting from Slido
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THE POSITIVE IMPACT OF GENERAL DATA PROTECTION REGULATION (GDPR)

The GDPR has had a major positive impact on the data protection and privacy standards of global companies and has influenced similar
regulation across the globe:

California’s Consumer
Privacy Act (2020)

Virginia Consumer Privacy
Act (2021)

Colorado Privacy Act
(2021)

Brazil Lei Geral de
Protecao de Dados (2020)

China Personal Information UK Data Protection Act
Protection Law (2021) (2018)
Japan Act on the India Digital Personal Data

Protection of Perfonal Protection Act (2023)
Information (2003)

amendment
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EU REGULATION SETS THE GLOBAL STANDARDS AND CONTINUES TO
INCREASE

The EU has a continually growing rate of regulation, setting the global standard.

3,000 600
“Shall" - indicates a mandatory
requirement or obligation

2,500 500
(7]
°
O
_ 2,000 400 5
© @©
Z E
« 1,500 300 ©
o n
) o
< 1,000 200 &
o
Z

500 100

- 0

2016 2017 2018 2019 2020 2021 2022 2023 2024

m Number of pages B Number of articles === Number of shall
Source: ECIPE 165



CASE STUDIES — META AND OPEN-AI ADAPTING TO EU REGULATION

Meta has implemented various measures to
comply with the GDPR.

The EU's Digital Markets Act (DMA) imposes
stringent rules on major tech companies to
ensure fair competition

Meta regularly publishes compliance reports
to demonstrate its efforts in adhering to EU
regulations.

Yet to join the EU Al pact

OpenAl has signed up to the three core
commitments in the EU Al Act

OpenAl ensures that its Al technologies do not
engage in prohibited practices as outlined by
the EU Al Act.

OpenAl regularly publishes compliance
reports and engages with EU regulators
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‘With great power comes great
responsibility’ - Voltaire
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GLOBAL CONFLICTS
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CONFLICTS AROUND THE GLOBE CONTINUE

Palestine vs Isreal China vs Taiwan

Ukraine vs Russia




THE IMPACT OF EACH WAR IS DIFFERENT AND WILL DEPEND ON HOW
COUNTRIES FIT INTO GLOBAL SUPPLY/DEMAND. FOR RUSSIA, MUCH OF
THE GLOBAL IMPACT IS THROUGH MATERIALS

Russia's fossil fuel export revenue
Million EUR per day

1250
|

H
1000 e 18 --.--

2022 2023 2024 2025
. Coal Gas (pipeline) . Oil (overland)

LNG . Seaborne oil products - Seaborne crude oil
Source: CREA analysis based on Kpler, Marine Traffic, ENTSOG and customs data. ¢ CREA
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RUSSIAN GROWTH FORECASTS ARE WORSENING WITH THE POTENTIAL
FOR PEACE - “PUTIN'S FALL WILL START SLOW AND END FAST”

Russia's growth is slowing down

Forecasts

2014 2016 2018 2020 2022 2024 2026

Note: Russian GDP growth rate since the annexation of Crimea. Estimates from 2024

Source: IMF | P. Briangon | March 14, 2025
Russian GDP growth rates since 2014; negative values are expressed in blue

i Reuters Breakingviews

171



TAILWINDS FOR THE END OF THE RUSSIA UKRAINE WAR

« Construction and Infrastructure
Benefit from increased demand for rebuilding infrastructure and reconstruction.

« Energy and Utilities
Growth opportunities in rebuilding and modernizing energy supply chains.

« Travel and Tourism
Global stability and lower oil prices mean travel companies are likely to benefit.

« Financial institutions
Benefit from increased economic activity, investment and financing reconstruction projects.

« Lower material prices:

An oversupply of Russian materials, as reduced trade with other countries has caused a significant buildup
of inventory.
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THE MAJORITY OF TSMC’S PRODUCTION FACILITIES (FABS) ARE IN
TAIWAN, INCLUDING THE ONLY FAB WHICH CAN CURRENTLY MAKE THEIR
3NM SEMICONDUCTOR CHIP.

TSMC's Latest Global Production
Capacity Layout

Location W.Size Process |
1216 ~ 22/28 nm
Kumamoto 2 6/7 nm
W H_Lmum W.Size  Process
Location W.Size Process Arizona 1 3-4 nm |
Dresden 1 12/16 + 22/28 nm l Washington 1 0.18-0.35 pm
e
~
f
Location (W.Size Process
2-90 nm, 0.11-0.35 pm, 0.35 pm and
Location W.Size Process Hsinchu 6 more mature
Nanjing 1 1216 - 22/28 nm Global R&D center
' ' ' Taichung 2 6/7 - 22/28 - 1.4 nm
Shanghai 1 0.11-0.35 pm
Tainan 3 3-5+12 nm-0.13 pm ~ 0.11-0.18 pm
Kaohsiung 1 2 nm
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ANY ATTEMPT BY CHINA TO TAKE TAIWAN COULD BE DETRIMENTAL TO
THE GLOBAL ECONOMY DUE TO IMPORTANCE OF TSMC AND THEIR
SEMICONDUCTOR CHIPS IN THE TECHNOLOGY INDUSTRY AND Al.

Scenario

Chinese invasion
draws US into
local conflict

China
blockades
Taiwan

Modeling Assumptions (Year One)

100%

Cut in Taiwan trade
Near 100%

Cut in US-China trade
50%

Tariffs between US allies and China
40 point

Spike in VIX

80%

Cut in trade to and from
Japan, Korea, ASEAN

100%

Cut in Taiwan trade

50%

Tariffs between US and China

25%

Tariffs between US allies and China

16 point
Spike in VIX

Source: Bloomberg Economics

GDP Impact (Year One)

-40%
Taiwan

16.7%
Mainland China

-6.7%
uUs

-10.2%
World

12.2%

Taiwan

-8.9%
Mainland China
-3.3%

us

-5%

World
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DON’T FEAR: MINUS THE GULF WAR, VOLATILITY IN THE STOCK MARKET

WAS LOWER DURING PERIODS OF WAR.

Capital Market Performance During Times of War
1926-2013
Return 10.0% 11.6% 5.6% 5.3% 5.9% 35% 3.0%
Risk 19.0% 27.2% 8.4% 4.4% 7.6% 0.9%
All Wars
Return 11.4% 13.8% 2.2% 3.7% 2.8% 3.3% 4.4%
Risk 12.8% 20.1% 6.4% 3.5% 5.5% 0.7%
World War 1l
Return 16.9% 32.8% 3.2% 1.8% 3.0% 03% 5.2%
Risk 13.8% 21.0% 1.9% 0.8% 1.1% 0.0%
Korean War
Return 18.7% 15.4% -1.1% 0.7% 0.3% 1.5% 3.8%
Risk 11.1% 12.7% 3.0% 1.7% 3.2% 0.1%
Vietnam War
Return 6.4% 7.3% 1.9% 4.7% 2.7% 49% 4.1%
Risk 12.1% 21.1% 8.1% 4.4% 6.9% 0.3%
Gulf War
Return 11.7% -1.2% 12.5% 12.5% 12.1% 7.0% 4.7%
Risk 19.4% 27.5% 8.4% 3.8% 6.7% 0.2%

Source: Mark Armbruster/CFA Institute.
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2024 Return YTD Return

S&P 500 25.0% -3.2%
NASDAQ 29.6% -7.80%
ASX 200 7.5% -1.97%
Nikkei 225 10.6% 7.27%
FTSE 100 9.7% 6.03%

Source: Market Watch — 28/03/2025
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Which market had the highest
returns in 2024 out of the
following options?
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DON’T GET CAUGHT UP IN THE HEADLINES, FOCUS ON LONG-TERM
RETURNS

STOCKS DURING WAR

The ten years of stock market returns Following
the breakout of US involved wars:
500%

(1990): +461%—
400% (1950): +372%\

Vietnam War (1955): +1847%
(2003): +117%

300%

200%

1000 _ (1961): +108% 1

0% &=
(1939): +108%
6 8 10

Years After War Breaks Out
Source: Personal Finance Club

-100%
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THE US INNOVATES,
CHINA REPLICATES,
AND THE EVU
REGULATES
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THE NEW SPACE RACE — CHINA IS CATCHING UP WITH THE US IN Al

/A

Country %l:%
AIPRM
& us $21.24bn
@ china $1515bn
- Germany $3.39bn
3 uk $2.56bn
® Japan $3.52bn
‘ ) France . $2.31bn
(¢ Canada . $1.78bn
ﬁ Australia . $1.41bn
() itay . $1.67bn
{®, SouthKorea . $1.39bn
0 5 10 15 20 25

Projected value of the machine learning market in 2024 ($ billions)

Source: Statist:
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EV CASE STUDY - INNOVATE: TESLA

« Tesla was the first to develop self-driving software with the first version being released in 2014.

Tesla's system uses cameras to capture images and process them to identify
objects and predict their movements.

The stock price of Tesla has gone higher and higher over the years, partly
due to the possibility of Tesla’s self driving cars taking over the roads.

The cost-efficient cameras have several issues including poor performance
in sub-optimal conditions
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EV CASE STUDY - REPLICATE: BYD/WAYMO LIDAR

Tesla’s use of cameras for self driving has led to several issues and
criticism, a recent comedic example being a viral video in which they
were able to trick a Tesla car into driving in to a wall by painting it to
look like the road ahead.

Source: Mark Rober video

BYD and Waymo (Tesla competitors) in China are looking to rival
— h oD

Tesla in the self-driving space.

WAYMO

BYD and Waymo instead use a combination of cameras and LiDAR -
a system using laser detection which is able to detect the surrounding
area much better than Tesla’s cameras can.
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EV CASE STUDY — REGULATION: EU
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IN 2024 BYD BECAME THE LARGEST MAKER OF ELECTRIC VEHICLES,
OVERTAKING TESLA. THIS COMBINED WITH TELSA SALES TANKING
SHOW A NEW KING IN ELECTRIC VEHICLES.

BYD Pulls Ahead of Tesla to
Become Largest EV Maker

Annual battery electric passenger vehicle production
of Tesla and BYD"

M Tesla M BYD
2.0M

1.5M

1.0M

0.5M

0.0M

2018 2019 2020 2021 2022 2023 2024

* BYD figures for 2018 and 2019 are sales, as the companies didn’'t report production volume back then.
Sources: Tesla, BYD

statista %a
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Al CASE STUDY = INNOVATE: UNITED STATES HAS INVESTED HEAVILY
INTO Al, BOTH EXPLORATION AND USE

Global Al Leaders:
<

NVIDIA.

1 United States il France
amazon
~— 2 China £ South Korea
8 Germany

United Kingdom

India NETSED

5 United Arab Emirates 10 Singapore




Al CASE STUDY — REPLICATE: CHINA’S DEEPSEEK

value.
The DeepSeek Impact
1-day price move 27 Jan 2025

rSemiconductor\ KIT Hardware )

IS%A \ARlSTA ) )

tﬂ: RS | (Data Centers A

arm B \[,‘.E‘&T& Eol{’“']]g'x

AsMmL B2 /Electﬁcity A

V5 TN 269 REUEVE] -22%

 @emm: / . ") )

DrwWealth

DeepSeek unveiled an Al model that achieves similar
performance to Western models at a significantly lower
cost, raising concerns about future demand for NVIDIA's
high-performance Al chips.

The announcement led to a dramatic sell-off, with NVIDIA's
stock falling 17% and erasing nearly $600 billion in market
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Al CASE STUDY — REGULATION: EU Al AC
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MOST INVESTMENT HAS BEEN INTO THE FOUNDATIONAL LAYER OF Al,
GOING FORWARD THE MOST OPPORTUNITY WILL BE IN APPLYING Al IN
NEW FORMATS

So far, vast majority of Al investment has been going into foundational layer.

$374B Application layer 2023-'24 VC activity $20-3OB
M7 annual Capex and R&D WAF wavuo QACM annuaI'VC activity
budget (not all Al) mh; Be % ; $7B (32% from M7) by M7 in 2023-24
Laboratories
ORI e $1B (425 from 1)

Foundational layer (= mostly full stack)

~ P MISTRAL 0penA|
2emin G © $30B (75% from M7)
¥l ANTHROP\C
, Cloud infra layer
Y Google Cloud CW CoreWeave $6B (42% from M7)
Arure WS
Computational la _
INVIDIA  Deroaocon i 9roq Vaire EEEERE  <$1B (29% from M7)
$10B * (5% from M7)
Page /34 Sourt:: °”"°§;';°,mg:mm Nuclear, etc| around 2108, Not including smart grids, batteries etc. @
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NAVIGATING THESE
THEMES AND RISKS
IN PORTFOLIOS
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Source: MarketWatch

RISK IN THE MARKET

30

20

[ [ [ I [ [ I [ [ [ |
22 Apr 20 May 17 Jun 15 Jul 12 Aug 9 Sep 7Ot 4 Nov 2 Dec 30 Dec 27 Jan 24 Feb 24 Mar

Trump causing

volatility Inflation

Conflicts / Wars

Recession High Valuations — Al Interest Rate Shocks
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THE LAST TIME WE SAW THIS LEVEL OF MARKET CONCENTRATION WAS
IN THE DOT COM BUBBLE

.......................................................................................... %.0f.S&P.500.Companies.Outperforming.the. Market Each - Year. ...

80.00%

70.00% 67.00%

63.00%
61.00%
60.00% 58.00%
56.00% 6.00% 56.00%
55.00% 54.00% £3.00%
; .
- 1 00% 52.00%
. 0, 0,
50.00% 49.00% 49.00% 45 00% 48.00%., 1006
45.00% 45.00% 46.00% 24.0045.00%  45.00%
43.00% : 43.00%
41.00% wm 41.00% 41.00% 41.00%
40.00%
32.00% 31.00%

30.00% 28.00% T OO
20.00%
10.00%

0.00%

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: Centrepoint Research 191
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When was the last time we saw a
similar level of market
concentration?
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WHILE US AND AUSTRALIAN MARKETS HAVE SUFFERED, THE EUROPEAN
MARKET THAT WAS NEGLECTED IN 2024 SAW RENEWED ENTHUSIASM

115 ....................................................................
" (1092
105 ..............
Sep Oct Nov Dec Jan Feb Mar
2024 2025

- S&P/ASX 200 - Rebased
—— S&P 500 - Rebased
——— EURO STOXX 50 - Rebased

Source: LSEG Datastream
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WITH UNCERTAINTY IN THE US ECONOMY LOWERING DEMAND FOR USD
IT COULD BE AN OPPORTUNITY FOR EMERGING MARKETS.

Emerging Markets vs USD

Rebased to 100

140

f"‘ﬁ't'h” w

60
2010 2012 2014 2016 2018 2020 2022 2024
——— MSCI| Emerging Markets Index = US Dollar Index (DXY)

Source: LSEG Datastream
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FOLLOW THE MONEY — WHERE ARE INVESTORS FEASTING?

Investors are filling their plates with:

= Al & Automation

What’s your top pick? » The transition from exploring Al to deploying it
effectively within businesses. Who can make this
transition most effectively?

mmm C©reen Energy Boom

» Capitalising on the companies that can drive the
transition to renewable sources of energy.

mmm Ohifting Supply Chains

 With constantly shifting trade relationships, finding
who benefits most from the new supply chains
provides opportunity.




FOLLOW THE MONEY — WHERE ARE WE FEASTING?

Investors are filling their plates with:

International Diversification

What'’s your top pick? _ _ _
« With U.S. markets facing headwinds, there's a notable

shift towards European and Asian equities.

mmm  Quality Stocks

15 ‘Y\’\E « Emphasis on companies with strong fundamentals and
\/\E\pﬁ O\AE\’ leading industry positions, particularly in international
\. W N\P‘\ﬁ “g,) Wb markets. In manager selection this is why process is key.
S TN
0

( = Alternatives

* Increased allocation to alternatives which have specific
correlation benefits — Hedges against market volatility.




....................................................................................................................................................................................................................................................................... 2 ay Djen: .
You wouldn'’t cook without a recipe. Investing without a process is the same. 0 Use COnroer'siffCa +
Recipe for Investment Success: M 'n Ous on

o
® -
. 00000 Diversification
@
o

Discipline

REMEMBER:
ITS NOT TIMING THE MARKET ......... ITS TIME IN THE MARKET!



COOLING INFLATION AND SLOWING ECONOMY CAUSED THE US
FEDERAL RESERVE TO CUT RATES THREE TIMES IN 2024

Interest Rate Term Spreads

United States

" 15%
| " { W
p 10%
19{ y 1.1 | [, ' T N e i e U N
° I ' ”“ 5%
. _ A L.A 2, ,
0/0 T F 0

_ -5%

[T 1 ENTIIETE  WIRGG—————  WTRN  WET—G—————————.. V—.——

-10%
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-15%

RO ... _2n0
3% 85 90 95 00 05 10 15 20 25 20%

™~ 10-Year Bond Yield - 2-Year Bond Yield
Fed Funds Target Rate
Recession

Source: LSEG Datastream



AUSTRALIAN ECONOMY LAGGED OTHER COUNTRIES ON THE WAY UP, SO
WILL LIKELY LAG ON THE WAY DOWN

Interest Rate Term Spreads
Australia

-10%
2% 15%
39, - =20%

™~ 10-Year Bond Yield - 2-Year Bond Yield
——— RBA Cash Rate
Recession
Source: LSEG Datastream
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TAKEAWAY THOUGHTS

Historical Echoes and Geopolitical Impact: Al Race and Technological Leadership:
The global impact of Trump's policies « Similarities between Al vs Cold War Space Race,
The evolution of China from imitation to innovation. » The strategic implications for global leadership and cybersecurity
EU's regulatory leadership + Tesla and BYD/Waymo in the EV sector

Economic impacts of global conflicts

The best way to generate consistent returns over the long term is through a

diversified portfolio

1. US: Wil continue to innovate amid strong competition.
2. China: Has benefited from replication but will naturally become a direct competitor to the US.

3. EU: Must reduce reliance on the US, review its regulatory framework, and adopt a pro-growth
stance.



"The future belongs to those who prepare for 1t
today.’ — Malcolm X
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Mind the gap — Where
finance gets behavioural
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Important Information

This document is issued by Morningstar Investment Management Australia Limited (ABN 54 071 808 501, AFS Licence No. 228986) (‘Morningstar’).

© Copyright of this document is owned by Morningstar and any related bodies corporate that are involved in the document’s creation. As such the document, or any part of it, should not be copied,
reproduced, scanned or embodied in any other document or distributed to another party without the prior written consent of Morningstar. The information provided is for general use only.

In compiling this document, Morningstar may have relied on information and data supplied by third parties including information providers (such as S&P, MSCI, Barclays, FTSE). Whilst all reasonable
care has been taken to ensure the accuracy of information provided, neither Morningstar nor its third parties accept responsibility for any inaccuracy or for investment decisions or any other actions
taken by any person on the basis or context of the information included.

This presentation may contain certain forward-looking statements. We use words such as “expects”, “anticipates”, “believes”, “estimates”, “forecasts”, and similar expressions to identify forward-
looking statements. Such forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause the actual results to differ materially and/or substantially
from any future results, performance or achievements expressed or implied by those projected in the forward-looking statements for any reason.

Past performance is not a reliable indicator of future performance. Morningstar does not guarantee the performance of any investment or the return of capital. Morningstar warns that (a)
Morningstar has not considered any individual person’s objectives, financial situation or particular needs, and (b) individuals should seek advice and consider whether the advice is appropriate in
light of their goals, objectives and current situation. Refer to our Financial Services Guide (FSG) for more information at morningstarinvestments.com.au/fsg. Before making any decision about
whether to invest in a financial product, individuals should obtain and consider the disclosure document and the Target Market Determination (TMD). For a copy of the relevant disclosure
document, please contact our Adviser Solutions Team on 1800 951 999.
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https://morningstarinvestments.com.au/wp-content/uploads/2017/09/MIM_AU_FSG_2018-03-05_F.pdf
https://morningstarinvestments.com.au/how-to-invest/target-market-determination/

Investment is all about the investor

To be successful clients must:
Have clear goals Goal

* Take on some risk to help
achieve those goals

e Qvercome the emotional
challenges of the journey @

Today Cash

205 | MORNINGSTAR



The doyens of investing knew intuitively about the psychology of it...

“The investor’s chief

problem—and even his
worst enemy—is likely |
to be himself.” 2

Benjamin Graham (1894-1976)




We all suffer from behavioural biases

...and there are many, many more.
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“Our minds tend to take shortcuts when making
decisions, some of which lead us to the wrong
conclusions and actions. These shortcuts may
sound harmless, but they can have a drastic
impact on our finances. To make things worse,
today’s current market environment can further
exacerbate our biases, making them even more
dangerous.”

Samantha Lamas, Senior Behavioural Researcher, Morningstar



The human element of investing

To invest successfully over a lifetime does
not require a stratospheric 1Q, unusual
business insights, or inside information.

What’s needed is a sound intellectual
framework for making decisions, and the
ability to keep emotions from corroding that
framework.

Warren Buffett
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A key part of our strategy is to focus on long term rather
than short term movements

D yeres S DS

i
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Focus on the long-term...the tyranny of online access!
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When investors see
something bad happen,
they may want to change
direction, change
advisors, change and go
do something else... This
is the biggest danger for
financial health.

-Daniel Kahneman



Responding to surprises

Fight

* Investors try to take control and
‘trade through’ the turbulence

* Increasing reliance of short-term
predictions of market sentiment
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Flight

Investors sell their riskier holdings to
reduce volatility in their portfolios

Portfolios may benefit in the short-
term, but goals are endangered as
investors fail to re-invest

Freeze

Investors do nothing and try not to
look at their portfolios

Some enter analysis paralysis

Can lead to a failure to make changes
when they are required reducing
future returns



Mind the gap!

Morningstar research shows the challenge with buying and selling at the wrong time
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Mind the Gap 2024
Investors lost out on about 15% of the return their funds generated.

Portfalia and Plansing Research
Musg. 15, 204

Exgcutive Summary

Wi sstimate that the averaga dollar invastad in US mutual funds and exchange-traded funds eamad
6.3% par pear cvar the 10 years ended Dac. 31, 2023. That is approximataly 1.1% per yaar lazs than the
averaga fund's total retum ovar tha same pariod azzuming an initial lump-zum purchaze. The 1.1% "gap”
iz explained by the timing of investors' purchaze: and zales of fund sharaz.

Exhibit 1 investor Retur Gaps by US Catagory Group [10-Yaar Astums)
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al Band 14 3 |

10 |
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12 -19 |

LS Euity 0 18 |

Overall B3

Tha gap waz perzistent. Wa found thortfallz betwean the avarage dollar's ratum and the average buy-
and-hold return in all 10 of the calendar years that comprizad tha 10-yaar =

ate 202

iy period. Investors
20, then
withdrawing nearly half a trillion dollars as marksts fell, only to mizz a portion of the ubseguent rally.

particularly struggled ta navi

turbulencs, adding manies in lata 2019 and sarly 20

Drilling down, we found allocztion funds, which diversify their azsets widaly acrozs asset clazses,
boasted the narmowast gzp negative 0.4% gap par year) T
suggasting investor: hava had more succaszz uzsing simple funds that automate routina tasks like

rabalzncing. Conwvarsaly, sector equity funds had the widest gap {negative 2.6% gap annually). with at

ansistent with our priar findings

|sast 20ma of that gap owing to tha funds' higher vola

, which our rezearch suggasts can trip up
invastars.



Evidence of the behaviour gap?

Behaviour gap =
1.10%

Average

investor
return

Average fund &
ETF return

1.40% 6.30%
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The value of staying invested
Holding the MSCI ACWI vs Cash, Initial $100,000 Investment, Total Returns
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Behavioural coaching is recognised by many as being crucial

Benefit of moving from the scenario described
to Vanguard Advisor's Alpha methodology

Typical value added for client

Vanguard Advisor's Alpha strategy (basis points)
Suitable asset allecation using broadly diversified funds/ETFs > 0*
Cost-effective implementation (expense ratios) 30
Rebalancing 14
Behavioral coaching Oto= 200
Asset location Oto &0
Spending strategy (withdrowal order) Oto 120
Total return versus income investing =0*
Range of potential value added (basis points) Up to, or even exceed, 3% in net returns

216| MmﬂNlNGHmH Source: https://corporate.vanguard.com/content/corporatesite/us/en/corp/articles/quantifying-evolution-advice-and-value-investors.html



Behavioural coaching is recognised by many as being crucial

Behavioral coaching Oto = 200

217‘ MOHMNGSTAH Source: https://corporate.vanguard.com/content/corporatesite/us/en/corp/articles/quantifying-evolution-advice-and-value-investors.html



What do you think clients
value?



Understanding what matters - What do your clients value?

Low Value High Value

Help reaching goals
Understanding
needs Skills and
knowledge Focus
on best interest
Explains concepts

well Approachable

Good professional
approach

Behavioural support
Clear fee structure

Can maximize returns
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What end client's value @ ~ovisors

Think

Low Value High Value
Help reaching goals ‘
Understanding ‘
needs Skills and ‘
knowledge Focus ‘
on best interest ‘
Explains concepts ‘

well Approachable

Good professional
approach

Behavioural support .

Clear fee structure

Can maximize returns
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What end client's value ‘ Advisors ’ Clients Say
Think

Low Value High Value

Help reaching goals
[Understanding ]

needs Skills and
knowledge Focus
on best interest
Explains concepts

well Approachable

[ Good professional ]
approach

l Eehavioural suppor} .—.

Clear fee structure

Can maximize returns
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Are you spending time on what matters to clients?

Least Aligned
¥ Can Help Me Maximize My Returns

{ 1+ Helps Me Stay In Control of My Emotions
{4 1 Understands Me and My Unique Needs
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KEY: {§ Investors
Advisers

Most Aligned
1+ Helps Me Reach My Financial Goals

'+ Communicates and Explains Financial Concepts
Well

4 Presents Themselves in a Professional Manner




The Value Gap —
Confidence that clients are On Track to achieving their goals and
objectives

91%

Adviser confidence
levels

The Vialue Gap
The V@itie Gap

57%
Client confidence
levels

223 ‘ MmHNlNGS’mH Source: The Value Gap, Dean Lombardo, Effortless Engagement 2023



Managed accounts seem to help

Q30 Average time saved (hours per week) on portfolio Q29 How has your client value proposition changed as a result
management related tasks. By Experience with managed of adopting managed accounts? By Experience with managed
accounts. Among current managed account advisers accounts. Among current managed account advisers

1 year
or less
[n=62]
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Greater focus on client financial and
lifestyle goals

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

I
=)

54%

Outsource portfolio construction to

) professionals
More emphasis on educating clients

. as a financial coach/mentor
Distanced my value proposition from

investment returns

Greater transparency

Cost effective investing

Service more tailored to individual
client needs

Tax effective investing

More communications/
improved availability

Broader range of products/services

All current Other
managed account

advisers [n=252] N/A, no change

52%

25%
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2

24%

All current managed

account advisers [n=253]
W 1 year or less [n=62]

14%




Adviser, teacher, coach &
counsellor



“In our findings, we saw some evidence that
people were more responsive to the idea of
behavioral coaching when they felt like it was
the product of a collaboration between them
and their advisor, instead of just their advisor
leading them by the hand.”

Danle”e I_a bOtka, BehaVIOUFa| Resea I’Cher, Morn|ngstar (https://www.morningstar.com/financial-advisors/why-clients-

may-say-they-dont-like-behavioral-coaching-when-they-really-do



Financial advisers as behavioural coaches

Financial teacher Financial counselor

Financial trainer
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Helping investors get safely to their goals
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Or is this what happens?

: =
' _ s A,
“ & 4 * el :

-~ " v

SQUAWK
BOX

KUDLOW
REPORT

WITH LARRY XUDLOW

The
Business
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Your challenge as an adviser, teacher, coach and counsellor...

230 | MORNINGSTAR

| wondered if the motto for our
era should be - | tried to live,
but | got distracted.

Johann Hari — Stolen Focus



Key takeaways

Investment framework: Focus on goals: Stay focused Financial trainer: Set the
Document your investment on the long-term and plan, optimise the
philosophy, framework & progress towards client goals. ‘ environment (e.g. automated
governance. \ & Managed accounts can help. savings plan) and keep clients
Y3 accountable.
Financial teacher: Teach your Financial counsellor: Hold
clients about the psychology your client’s hand when
of investing. E.g. Discuss and markets are volatile. Be the
have an action plan for rational sounding board.

volatile markets.
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THANK YOU FOR
ATTENDING TODAY’S
SESSIONS.

To ensure we continue to deliver
relevant content please provide
your feedback by scanning QR
code to take our 2-min survey.

LLLLL
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