GODFREYPEMBROKE

Ukrainian and Middle Eastern
geopolitics, and an
Argentinian default, dominate
global equity markets.

Strong rebound in US
economic growth with Q2
GDP at 4%.

Chinese economy continues
to stabilise, with a further
improvement in
manufacturing data.

Modest improvementin
Australian economic data
suggests lower interest rates
are having a positive impact.
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Equity Markets At Close % Change % Change
- Price Indices Index 31/07/2014 1 Month 12 Months
Australia All Ordinaries 5623.12 4.5% 1.7%
Japan Nikkei 15620.77 3.0% 14.3%
Hong Kong Hang Seng 24756.85 6.8% 13.1%
UK FTSE 100 6730.11 -0.2% 1.6%
Germany DAX 9407.48 -4.3% 13.7%
us Dow Jones 16563.30 -1.6% 6.9%
EMU* Euro 100 1018.49 -3.4% 12.3%
World** MSCI - Ex Aus (Gross) 1232.47 -1.0% 13.1%
Property At Close % Change % Change
- Price Index Index 31/07/2014 1 Month 12 Months
Listed Trusts S&P/ASX 300 A-REITS 1104.35 4.9% 9.8%

At Close At Close At Close
Interest Rates 31/07/2014 30/06/2014 31/07/2013
Aust 90 day Bank Bills 2.65% 2.69% 2.66%
Australian 10 year Bonds 3.51% 3.54% 3.72
US 90 day T Bill 0.02% 0.08% 0.04%
US 10 year Bonds 2.56% 2.53% 2.58%

At Close % Change % Change
Currency*** 31/07/2014 1 Month 12 Months
US dollar A$/US$ 0.93 -1.50% 3.59%
British pound A$/STG 0.55 -0.24% -6.98%
Euro A$/euro 0.69 0.79% 2.81%
Japanese yen A$/yen 95.61 -0.01% 8.31%
Trade-weighted Index 71.50 -0.69% 3.08%

* Top 100 European stocks trading on the FTSE
** Price Index — Source: msci.com

*** All foreign exchange rates rounded to two decimal places Source: FactSet.
Past performance is not a reliable indicator of future performance.

Global growth continues to show
considerable resilience despite the
geopolitical tensions in the Ukraine and
Middle East.

Although the International Monetary Fund
has lowered its global growth forecast in
2014 to 3.4%, the 2015 growth forecast has
been revised upwards to 4.0%.

As was largely expected, the US economy
rebounded strongly from the extremely
weak Q1 GDP growth of -2.9%. The Q2
GDP growth of 4% was warmly welcomed,
but not unexpected.

The concerns over the sluggish Chinese
economy in the early part of 2014, has
been replaced by further positive signs
of a gradual recovery in the Purchasing
Managers’ Index (PMI) data.

The July Eurozone manufacturing data
improved but continues to be impacted
by the crisis in the Middle East and

the Ukraine.

There has been a rebound in Australian
consumer confidence, with retail sales

up, albeit from a low base. While housing
construction continues to gain momentum.

The RBA kept the cash rate at 2.5%
in August, and it’s anticipated that interest
rates will remain at this level well into 2015.
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Heading over to the US, the economy
bounced back sharply in Q2, following a
weak, Q1 GDP growth of -2.9%.

Manufacturing data for July was consistent
with an improving economy, delivering the
highest index reading since May 2010, with
new orders rising sharply.

Although the June US Consumer Price
Index came in at 2.1%, the Federal Reserve
Chairperson, Janet Yellen, in the semi
annual economic report to Congress,
indicated that the recent acceleration in
inflation was not of concern, with
extremely subdues wages growth. The
Federal Reserve will continue with its
current policies of keeping interest rates
exceptionally low to boost economic
activity.

This was the sixth consecutive month that
the US economy has added in excess of
200,000 jobs, with job creation in July
coming in at 209,000. The unemployment
rate was marginally higher at 6.2%.

Bond purchases have been reduced from
$85 billion per month down to the current
$35 billion.

Europe

In Europe, the July PMI data has improved,
with latest figures showing manufacturing
data has been at its strongest since April.
The services data, in particular, has
improved.

However, there was considerable
divergence across the Eurozone’s
manufacturing data. Germany was
particularly impressive, experiencing the
best growth in its service sector in over
three years. While on the other hand,
France remained weak, with its
manufacturing output falling for the third
straight month—its sharpest decline since
April last year.

The rest of the Eurozone recorded the
largest monthly increase in business
activity since August 2007. New orders
also grew at the sharpest rate in

seven years.

Despite the July recovery, growth in the
Eurozone continues to be impacted by the
fears that fighting in Irag would push ol
prices higher, as well as concerns of
further escalation in the Ukraine crisis.

Animprovement in July data across
Europe follows the European Central
Bank’s (ECB) June decision to introduce a
raft of measures aimed at stimulating the
Eurozone economy. These included
negative interest rates and cheap
long-term loans to banks.

In the UK, PMI services data was stronger
although the manufacturing data was
more subdued. The UK economy is slowly
recovering, with a GDP growth of 3.1% for
the year ending 31 July 2014. Order books
have continued to improve, while
employment growth is at its highest level in
over three years.

China

Over in China, the government’s targeted
growth stimulus policies appear to be
having a positive impact on manufacturing
data, with a significant improvement in its
export market as well. Export growth in
July was up 14.5% year on year.
Interestingly, there was a 17% increase in
exports to the European Union.

The Q2 GDP data of 7.5% indicates a
stabilising Chinese economy—on track to
meet the government’s 7.5% forecasted
growth for 2014. The NAB forecast for
Chinese economic growth in 2014 remains
unchanged at 7.3%.

The property sector in China remains a
concern with prices continuing to decline
through July.

Asiaregion

The Japanese economy continues to
move forward despite the impact of the
introduction of the April sales tax and its
lingering effect.

Although the Japanese July PMI was
lower, the services data signalled
improved business conditions, with output
returning to growth territory for the first
time in four months. New orders grew at a
modest pace for a consecutive month.

Annual average growth in industrial
production rose from 4.0% in May to 4.7%
in June—its highest level since April 2011.

Japan’s annual core inflation dropped from
3.4% in May to 3.3% in June.

Australia

On the home front, the Reserve Bank of
Australia (RBA) has left the cash rate
unchanged at 2.5% at its fifth August
meeting. The RBA indicated that the
inflation outlook has remained consistent
with the forecasted target (2-3%) due to
modest wages growth.

The RBA also stated that export growth,

as well as the outlook for housing
construction remains strong, while also
noting consumer demand growth has been
moderate.

Low interest rates have increased housing
demand, leading to an improvement in
housing prices, dwelling investment and
credit growth. However, the subdued
wages and inflation outlook provides
sufficient time to keep policy initiatives
extremely accommodative.

Manufacturing new orders have shown
consistent improvement over the past six
months, albeit from a low base.

As expected, the terms of trade continued
to decline in Q2. With the weakness in bulk
resource export commaodity prices over
recent months, the export price index
declined -7.9% in Q2, owing to a -16.6% fall
in metal ore prices.
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Equity markets

Global markets had an
extremely divergent
month with the MSCI
World ex-Aust (hedged)
down -1.0%.

Hong Kong had an
outstanding month,
up 6.8% in July.

Australia also had a
strong month, up 4.5%.

Germany and the US
were poorly performing
markets, down -4.3%
and -1.6% respectively.

Australian equities

Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7Yrs
Australian S&P/ASX 300 Acc. 16.27% | 13.00% | 10.34% 3.03%

S&P/ASX 50 Acc. 16.35% 15615% | 11.40% 4.41%

S&P/ASX Small Ordinaries Acc. 8.07% -1.83% 264% | -4.72%

The S&P/ASX 300 Accumulation Index had an outstanding month in July, increasing by
4.4%. This followed the disappointing month of June.

The S&P/ASX 300 Industrials Accumulation Index also had a stellar month, up 3.8%.
The broader S&P/ASX All Ordinaries Index was up 4.5% in July.

For the 12 months to 31 July 2014, the S&P/ASX 300 Accumulation Index posted a
solid gain of 16.27%; while the large market caps, represented by the S&P/ASX 50
Accumulation Index, had a similar performance, returning 17.35%.

Interestingly, all sectors were up in July. Utilities were the lowest performing sector

(up 0.9%) in July. Materials, Information Technology and Telecommunications were
the best performing sectors, increasing 7.7%, 5.7% and 5.1% respectively. Overall, the
performance of the ASX sectors was extremely positive with all sectors sharply higher.

Sector 1 Mth 3 Mths 1Yr
Energy 2.2% 3.8% 12.9%
Materials 7.7% 3.1% 16.2%
Industrial 3.9% 3.5% 18.6%
Consumer Discretionary 4.0% 1.3% 16.6%
Consumer Staples 4.6% 1.7% 9.6%
Health Care 2.9% 2.3% 9.0%
Financials (ex Property) 3.6% 3.5% 18.8%
Info Tech 5.7% 5.6% 18.4%
Telcos 51% 4.7% 16.2%
Utilities 0.9% 4.7% 15.0%
Property 5.0% 8.5% 17.4%

Global equities

Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7Yrs
Global MSCI World Ex Aus (Gross) 15.87% 14.44% | 13.36% 3.82%
MSCI World $A Hedged (Gross) 15.47% 13.96% 13.15% 2.84%
MSCI World Small Cap ($A) 11.31% 18.75% | 13.92% 4.55%
Emerging | MSCI Emerging Mkts Free 15.84% 5.79% 8.48% 3.65%
MSCI AC Far East Free (ex Japan) 15.64% 5.28% 8.34% 0.04%

The MSCI World ex-Australia (unhedged) Index posted a negative return in July,
down -0.25%. The MSCI World ex-Australia (hedged) was down -1.0%.

However, the global indices had an extremely divergent month with regards
to performance.

The Hong Kong Hang Seng Index was the outstanding performer in July, up 6.8%.
The Japanese Nikkei Index was also an outstanding equity market, up 3.0% in July.

However, the German DAX was the worst performer across global markets covered in
this analysis, down -4.3% for the month.

Over the 12 months to 31 July 2014, the Japanese Nikkei Index and the German DAX
were the best of the major equity markets, up 14.3% and 13.7% respectively.
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Big movers

. Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7 Yrs
this month _

Australian S&P/ASX 300 A-REIT Acc 17.41% 19.69% 14.83% -3.62%

Materials Global ?;S}EdETUAD/NARE'T DvexAUS | 45319 | 1372% | 17.86% |  417%

+7.7%
. In July, the S&P/ASX 300 A-REIT Accumulation Index posted a strong gain of 4.9%,
Information Technology outperforming the broader Australian market.

+5.7% . . .
On a 12 month rolling basis, property marginally outperformed the ASX 300

Telecommunications Accumulation Index.

+5.1% Over a 1 and 3 year period, Australian REITs have outperformed global REITs but over a

5 and 7 year period, global property has outperformed. Global property, as represented by

No sectors were down the FTSE EPRA/NAREIT Index was up 15.3% over the rolling one year period.

Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7Yrs
Australian | UBS Composite 0 + Years 5.49% 6.53% 6.88% 7.03%
Australian 90 Day Bank Bill 2.63% 3.34% 3.83% 4.41%
Global BarCap Global Aggregate Index 1.46% 7.37% 1.66% 3.82%
In July, the Australian Dollar (AUD)
’ . BarCap Global Agg. Index Hedged 7.589 7.579 8.219 8.489
was up relative to the Euro but down ar-ap --/008’A99. ndexnedge & 7 & &

against other major currencies.

The AUD declined -1.5% against

the US Dollar (USD), to finish the
month at 93 US cents. Over the past

US 10-year bond yields were up 1.2% in July, closing the month at 2.56%. Australian
10-year bond yields were marginally down (-0.08%) and closed the month at 3.51%.

Australian bonds rebounded after a poor June. For July, the UBS Composite Bond Al

12 months the AUD has increased
3.59% against the USD.

The AUD continued to gain against
the Euro, up 0.79% in July. On a

12 month basis, the AUD was up
2.81% against the Euro.

Maturities Index was up 1.37%.

Global bonds (unhedged), as measured by the Barclays Capital Global Aggregate Index,
posted positive returns for the one year period ended 31 July 2014, up 1.46%. The hedged
index posted a strong one year gain of 7.58%.

On a 12 month basis, Australian bonds returned 5.49%. They outperformed unhedged
global bonds as measured by the UBS Composite O+ years Index, but underperformed

) hedged global bonds that were up 7.58%.
Against the Japanese Yen, the AUD

was marginally down (-0.01%) in July.
On a 12 month basis, the AUD was
up 8.31% against the Yen.

Against the British pound, the AUD
was down -0.24%. On a 12 month
basis, the AUD was down -6.98%
relative to the British pound.

The information contained in this publication is current as at 05/08/2014 and is prepared by GWM Adviser Services Limited ABN 96 002 071 749

trading as ThreeSixty, registered office 105-153 Miller Street North Sydney NSW 2060. This company is a member of the National group of companies.
Godfrey Pembroke is distributing this publication to you, but does not endorse or otherwise assume any responsibility for the advice contained in the
publication. Any advice in this publication has been prepared by GWMAS trading as ThreeSixty without taking account of your objectives, financial situation
or needs. Because of this you should, before acting on any advice in this publication, consider whether it is appropriate to your objectives, financial situation
and needs. Past performance is not a reliable indicator of future performance. Before acquiring a financial product, you should obtain a Product Disclosure
Statement (PDS) relating to that product and consider the contents of the PDS before making a decision about whether to acquire the product.
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