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Global Central Banks
continue to lower
interest rates.

The RBA cuts the cash
rate by 25bp t0 2.25%
(February 2015).

The ECB finally announces
Quantitative Easing —€60b
per month.

Oil prices declined again in
January -represents a 47%
decline in 4 months.

Global bond yields
trend lower.

US economic data continues
to improve.
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Equity Markets AtClose % Change % Change
- Price Indices Index 31/01/2015 1 Month 12 Months
Australia All Ordinaries 5551.58 3.0% 6.7%
Japan Nikkei 17674.39 1.3% 18.5%
Hong Kong Hang Seng 24507.05 3.8% 11.2%
UK FTSE 100 6749.40 2.8% 3.7%
Germany DAX 10694.32 9.1% 14.9%
us Dow Jones 17164.95 -3.7% 9.3%
EMU” Euro 100 1109.73 7.0% 121%
World™ MSCI - Ex Aus (Gross) (Hedged) 1278.29 -0.7% 10.8%
Property AtClose % Change % Change
- Price Index Index 31/01/2015 1 Month 12 Months
Listed Trusts S&P/ASX 300 A-REITS 1252.83 7.4% 28.5%

At Close At Close At Close
Interest Rates 31/01/2015 31/12/2014 31/01/2014
Aust 90 day Bank Bills 2.58% 2.78% 2.63%
Australian 10 year Bonds 2.44% 2.73% 4.00%
US 90 day T Bill 0.01% 0.05% 0.02%
US 10 year Bonds 1.64% 217% 2.65%

AtClose % Change % Change
Currency*** 31/01/2015 1 Month 12 Months
US dollar A$/USS 078 -4.84% -10.74%
British pound A$/STG 0.52 -1.21% -2.33%
Euro A$/euro 0.69 2.04% 6.66%
Japanese yen A$/yen 901.48 -6.77% 2.80%
Trade-weighted Index 63.90 -3.91% -5.61%

* 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.

A number of Central Banks, including
China, Canada and Australia have staged
around of monetary stimulus through a
combination of lower interest rates, while
the ECB has finally committed to a €60b
per month Quantitative Easing program.

Global PMI manufacturing data has
stabilised with steadying growth.

Global bond yields have continued to
decline with extended low inflationary
expectations, sub-trend growth and, the
likelihood that the US Federal Reserve will
continue to be ‘patient’ and remain data
dependent in the decision to raise US
cash rates.
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The USD has continued to strengthen
against most currencies, appreciating
7.2% against the EUR.

The IMF downgraded world growth
expectations for 2015 from 3.8% to 3.5%
and suggested that the decline in oil prices
will not offset the weaker growth prospects
from China, Europe and Japan.

Oil prices continued to decline in January,
down 9.4%. This represents a decline of
47% over the past 4 months. Although in
early February a sharp reversal had
occurred in oil prices.

Eurozone manufacturing data
remains weak and with continued
low inflation, has resulted in the ECB
implementing QE.
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China reported GDP growth of

7.3% in 2014, which was below the
Government’s forecast rate. Following the
November 2014 interest rate cut, the
PBoC announced a further cut in interest
rates in early February.

Russia continues to be impacted by the
sharp oil price collapse.

Global equity market valuations do not
appear extended in alow interest rate
environment and an expansion in PE
multiples is expected to continue. Lower oil
prices, lower interest rates, improved
consumer confidence and continued
earnings growth, provides the conditions
for global equity markets to continue to
gain traction.

us

In the US, the January ISM Manufacturing
report came in at 53.5 (down from 55.1).
Despite the decline, this result continues to
indicate reasonable growthin US
manufacturing.

Following the strong Q3 GDP of 5%,

the US economy grew at a 2.6%
seasonally-adjusted rate in Q4. Personal
consumption (+4.3%) recorded its
strongest quarter since 2006.

The FOMC confirmed that the Fed is on
track for rate increases in 2015. The FOMC
upgraded its view of job growth from

‘solid’ to ‘strong’ and is further evidence
that the US economy is recovering.

Housing starts continue to be volatile and
remain well below the pre-GFC levels of
1.6 million per annum. Housing starts rose
4.4% in December from November to an
annual rate of 1.089 million. Housing starts
on single-family homes — which exclude
apartments — rose to a rate of 728,000

— the highest level since March 2008.

The Fed upgraded its description of
economic growth from ‘moderate’ to ‘solid
pace’, in line with the 5% annualised rate
seenin Q3 and 2.6% in Q4. The Fed noted
that the recent declines in energy prices
have boosted household purchasing
power. The statement acknowledged

a further improvement in labour

market conditions.

The FOMC added that market-based
measures of inflation expectations have
‘declined substantially’ in recent months,
while inflation is ‘anticipated to decline

further in the near-term’. The Committee
expects inflation ‘to rise gradually toward
2% over the medium-term.

US corporate earnings estimates for 2015
indicate a 7% operating earnings growth
relative to 2014 and do not seem
excessive. The current 12-month forward
P/E ratio is 16.2 based on a forward
12-month EPS estimate.

The USD/EUR was up 7.2% in January
and appreciated 21.8% in the 12month
period to 31 January 2015 and reflects the
strength of the US economy and
challenges across EU nations.

Europe

The ECB announced a €60b per
month commitment to QE. This
represents a €1.1 trilion commitment
until September 2016.

The Eurozone economy continued its
anaemic growth in January and suffered
its worst quarter for more than a year.

Greece elected a new Government which
is anti-fiscal austerity, resulting in European
investors becoming nervous.

The ECB has cut off access to credit
through the use of Greece’s own debt as
collateral. Greece can still utilise the
Emergency Liquidity Assistance (ELA) as it
did for much of 2012 when it tapped this
facility for over €120b.

The European Union announced that
consumer prices fell by 0.6% in January
after a decline of 0.2% in December. A
drop of nearly 9% in the oil prices and
other energy costs accounted for most of
the decline.

The EUR/USD exchange rate was weak
through January, down -2.84%, and -12%
in 2014.

In January, UK PMI data for both
manufacturing and services indicated that
the economy is continuing to perform
strongly, extending the strong 3% GDP
growth in 2014.

China

In January, China’s economy grew 7.3% in
Q4, compared to the same time last year
and 7.4% in 2014. The Government had
set an official growth target of 7.5% for
2014 and for the first time in more than

15 years, the growth objective has not
been met or exceeded.

China’s services sector grew at the
slowest pace in six months as growth in
new business weakened.

The HSBC/Markit Services Purchasing
Managers Index (PMI) slowed to 51.8 last
in January — the weakest reading since
July 2014.

In late January, in response to weakening
growth, China re-joined other Central
Banks in easing monetary policy. The
PBoC announced a cut in its Reserve
Requirement Ratio of 50 bps from 20.0%
to0 19.5%. This follows the November
interest rate cuts. The ratio was cut
further for lenders to the rural sector and
small business.

Although the China equity market has
rallied strongly off a low base, corporate
valuations remain attractive.

In December, consumer prices rose 0.3%
from the previous month; annual inflation
was up 1.5% from the 1.4% recorded in
November 2014.

Asiaregion

Over to Japan, economists are keenly
waiting a further positive impact from the
oil price slide — the economy should be a
strong beneficiary of the significant decline
in the USD price of ail, given it is a major
importer of energy.

Japan’s economy is rebounding from a
mild recession after a sales tax increase
last April 2014 and, has been boosted by
cheap oil and a weakening Yen. The
economy is expected to grow an
annualized 3.2% in Q4, 2014 and an
annualized 2.1% in Q1, 2015.

Economists expect growth in consumer
spending, exports and capital expenditure
to drive growth in 2015.

Japanese manufacturing activity showed
sustained growth in January.

The inflation rate in Japan was recorded at
2.4% in December 2014, unchanged from
November and largely impacted by the
sharp fall in global oil prices.

It’s worth reiterating that at the time of the
December quantitative easing, the Bank
of Japan (BOJ) also added that the
so-called ‘quantitative and qualitative
easing’ program would continue ‘as long
asitis necessary’.
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Equity markets

The MSCI World ex Aus was
down -0.7% in January.

The German DAX Index was
up 9.1%.

The broader Euro 100 was
up 7%.

The Japanese Nikkei Index
was up 1.3%.

The US Dow Jones Equity
Index was down -3.7%
in January.

Australia rose, with the
S&FP/ASX All Ordinaries Index
up 3%.

February 2015

Australia

In January, the AUD has continued to decline against most currencies. The TWI was
down -3.9%, while the AUD/USD was down -4.84%, and is down -10.74% over the year
to 31 January 2015.

The RBA cut the cash rate by 25bps to a new low of 2.25% at its recent February meeting.

The Board’s decision was based on economic growth which is expected ‘to be below
trend for a while longer and the unemployment rate peaking a little higher than expected’.
The upside risk to housing is mitigated by ‘the Bank working with other regulators to
contain economic risks that might arise from the housing market’.

The Bank reiterated the view that the AUD remained above most estimates of fair value,
with a lower exchange rate (still) likely to be needed to achieve balanced growth.

However, despite lowering interest rates in February, higher yields in Australia continue to
remain a source of investment for international investors.

The Westpac — Melbourne Institute Index of Consumer Sentiment improved by 2.4% in
January. The index is still down by 9.7% yoy and only back at the levels it was in the
immediate aftermath of the Federal Budget, when the index had tumbled by 6.8%.

The January Corelogic RP Data house price report showed residential property prices

still rising. For the eight capitals, prices rose 1.3% in January and, 8.0% yoy. Sydney had
the strongest growth in January, up 1.4% and 13.0% yoy. Low interest rates are working
in the housing sector with anecdotal evidence suggesting that foreign investment is also
playing arole.

The underlying CPl rate averaged 0.7% qoq rise and an increase of 2.2% yoy, still well
within the RBA's target.

The NAB Business Survey for Q4 showed that business confidence eased back below
the long run average level.

Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7Yrs
Australian S&P/ASX 300 Acc. 12.05% | 14.00% 8.53% 4.20%
S&P/ASX 50 Acc. 12.30% 15.71% 9.53% 5.43%
S&P/ASX Small Ordinaries Acc. -0.18% -1.60% | -0.30%| -3.40%

Source: FactSet

The S&P/ASX 300 Index had an extremely strong performance in January, up 3.2% on the
basis of a weaker AUD, the ECB announcing a €60b quantitative easing program, lower
bond yields and, an increased expectation that the RBA would lower interest rates and
keep them there for an extended period.

The S&P/ASX 300 Industrials Accumulation Index also enjoyed a solid performance in
January, up 4.1%, while for the 12 month period ending 31 January 2015; the index was
up 19.2%.

The broader S&P/ASX All Ordinaries Index rose by 3.0% in January.

For the 12 months to 31 January 2015, the S&P/ASX 300 Accumulation Index posted a gain
of 12.1%, while the large market caps represented by the S&F/ASX 50 Accumulation Index,
had a similar performance, returning 12.3%.

The strong performance across Industrials, Healthcare, Telco’s and Property in December
has been followed by a further increase in January. The strong rally in bond yields and the
prospect of an extended period of low interest rates resulted in the interest rate sensitive
sectors continuing to rally. Telco'’s, Property and Utilities had an exceptional performance
and were the best performing sectors — up 8.2%, 7.4%, 6.0% respectively. Energy
continued to disappoint — down -6.6% (but were off their lows by month end), while
Information Technology was down, -1.7%.
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. Sector 1 Mth 3 Mths 1Yr
Blg movers Energy -6.6% -20.2% 14.8%
this month Materials 1.0% -4.9% -9.4%

. Industrial 1.3% 5.6% 14.9%
Gomg up: Consumer Discretionary 5.5% 1.2% 9.8%
/]\ Telecommunications Consumer Staples 3.5% -5.7% 2.2%

8.2% Health Care 2.7% 9.7% 25.9%
4\ P " Financials (ex Property) 4.0% 4.3% 19.8%
roperty
7.4% Info Tech -1.7% -3.9% 5.0%
Telcos 8.2% 14.4% 33.0%
Going down: Utilities 6.0% 6.7% 21.3%
Propert 7.4% 12.3% 35.7%
V' Energy perty i ° °
-6.6% Source: FactSet
\Z Information Technology
-1.7%
Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7Yrs
Global MSCI World Ex Aus (Gross) (Hedged) | 13.52% 16.72% | 12.70% 5.83%
MSCI World $A Hedged (Gross) 13.21% 16.29% | 12.39% 4.86%
MSCI World Small Cap ($A) 14.70% 26.04% | 16.35% 9.75%
Emerging | MSCI Emerging Mkts Free 12.04% 6.69% 6.44% 4.01%
MSCI AC Far East Free (ex Japan) 13.23% 8.11% 7.81% 0.05%

Source: FactSet

With the exception of the US, the global equity markets generally had a strong month
in January.

The ECB announcement of a €60b QE program, the strong global bond rally, the
expectations of an extended period of low interest rates and the continued weakness in oil
prices, each combined to push equity markets higher through January.

The MSCI World ex-Australia (unhedged) Index was up 2.63% in December, with the
hedged version down -0.7%. In the year to 31 January 2015, the global equity markets
performed strongly. The MSCI World Ex Australia (Gross-hedged) was up 10.8% for the 12
months to 31 January 2015.

The German DAX was up 9.1% in January.

The US Dow Jones Index was down -3.7%.

The Euro 100 Index had a strong month — up 7%.

The Japanese Nikkei Index was also up 1.3%.

The UK FTSE was sharply higher in January — up 2.8%.

Over the 12 months to 31 January 2015, the best performers were the Shanghai Composite
Index, the Nikkei and German DAX, up 57.92%, 18.57% and 14.9% respectively. The S&P
500 Index was up 11.57%, the Dow Jones Index was up 9.3% and the Euro 100 up 12.1%.
In contrast, the worst performers were the UK FTSE and the Australian All Ordinaries down,
-3.7%, and 6.7% respectively.
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In January, the Australian Dollar
(AUD) was weaker relative to all the
major international currencies. The
TWI was down -3.9% in January and
-5.61% in the 12 month period to

31 January 2015.

The AUD declined by -4.82% against
the US Dollar (USD), to finish the
month at 81.66 US cents. On a

12 month basis, the AUD declined
by -10.79% against the USD.

The AUD increased against the Euro,

February 2015

Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7Yrs
Australian S&P/ASX 300 A-REIT Acc 35.66% 22.56% 14.35% 1.16%
Global WF';SI—IEdEgPARUAD/NAREIT Dvex AUS 30.95% 2111% 18.70% 754%

Source: FactSet

The S&P/ASX 300 A-REIT Accumulation Index was up 7.71% in January, and
outperformed the broader Australian market as measured by the All Ordinaries
Accumulation Index (+3.03%).

On a 12 month rolling basis, the Australian listed property market, as measured by
the S&P/ASX 300, A-REIT Accumulation Index was up 35.66%, which significantly
outperformed the ASX300 Accumulation Index which was up 12.05%. The hunt for

up 2.04% in January. On a 12 month relative yield and hard assets helped pushed the A-REITs higher.

basis, the AUD was up 6.6% against

the EUIo Over 1 and 3 years, Australian REITs (A-REITs) outperformed global REITs while this

was reversed over 5 and 7 years. Global property, as represented by the FTSE

Against the Japanese Yen, the AUD EPRA/NAREIT Index, was up 30.95% over the rolling 1 year period.

was down -6.77% in January. On a
12 month basis, the AUD was up

2.8% against the Yen.

Against the British Pound, the AUD Index/Benchmark (% pa) 1Yr 3Yrs 5Yrs 7Yrs
was down -1.21% in January. On a Australian | Bloomberg AusBond Composite 0+ Yr | 10.38% | 6.97% | 7.39% | 7.62%

12 month basis, the AUD was down . .
. " Australian 90 Day Bank Bill 2.68% 3.02% 3.72% 410%
-2.33% relative to the British Pound. ustral y ! > > i >
Global BarCap Global Aggregate Index 11.34% | 11.05% 5.28% 515%
BarCap Global Agg. Index Hedged 10.92% 7.67% 8.55% 8.50%

Source: FactSet

US 10-year bond yields declined 24.42% down -53bp in January, closing the month at
1.64%. Australian 10-year bond yields declined 10.62%, down -29bp in January and closed
the month at 2.44%.

For January, Bloomberg AusBond Composite O+ Yr index (formerly known as the UBS
Composite Bond 0+Yr Index) was up 1.61%. On a 12 month basis, unhedged global bonds
returned 11.34%, outperforming Australian bonds that returned 10.38%.

Global bonds (unhedged), as measured by the Barclays Capital Global Aggregate Index,
posted positive returns for the one year period ended 31 January 2015, up 11.34%. The
hedged index posted a strong one year gain of 10.92%.

The information contained in this Market Update is current as at 5/2/2015 and is prepared by GWM Adviser Services Limited ABN 96 002 071749 trading as
ThreeSixty Research, registered office 105-153 Miller Street North Sydney NSW 2060. This company is a member of the National group of companies.

Any advice in this Market Update has been prepared without taking account of your objectives, financial situation or needs. Because of this you should,
before acting on any advice, 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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