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How have world
markets fared
over the last month?

It was a positive month for world
share markets, but there was quite
a lot of variation in performance
between different markets. The
Australian dollar fell back quite
sharply, and that gave unhedged
global shares another boost over
the month.

Here in Australia, share prices fell
by nearly 2%. We've seen a lot of
companies using the annual
general meeting season to hose
down expectations about future
earnings growth, and market
analysts have revised down their
forecasts in response.

It wasn’t a great month for
government bond markets around
the world, either — bond yields rose
in most of the major bond markets.
Non-government bonds fared a
little better.

As this is our last update for the
year, it's worth highlighting just how
strong share market returns have
been so far in 2013. In just the first
eleven months of 2013, global
share prices are already up by
nearly 22%, and here in Australia,
prices are over 14% higher.

What key events
influenced markets?

We've noted for some time how the
extraordinary actions of the world’s
major central banks, or ‘quantitative
easing’ — particularly by the US
Federal Reserve (the Fed) — have
helped to boost financial markets
across the world.

Over the last month, markets have
still been very focused on the
guestion of just when and how fast
the Fed will start to taper its
quantitative easing. We've seen
some better than expected US
economic data over the last few
weeks, and that again led people to
think the Fed will taper sooner
rather than later.

What's interesting is that this
concern now seems to be having a
larger impact on markets outside
the US. At various stages during
the year, US share prices fell
whenever people started to worry
about tapering. This time they
didn’'t — US shares actually had a
positive month.

That was one of the reasons cited
by the Fed when it decided to keep
its monetary policy unchanged (in
other words, to keep on injecting
around $85 billion a month into the
US financial system, at least for the
time being). The massive monetary
policy stimulus is continuing to
provide very strong support for
financial markets.
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We still believe share prices have
run too far ahead of fundamentals.
World share markets as a whole
aren’t cheap, though they still seem
to offer better medium-term return
prospects than either bonds or
cash.

In the US patrticularly (but also
elsewhere) share prices seem to
have run well ahead of corporate
earnings, and well ahead of the
likely outlook for earnings. Share
prices have clearly been supported
by the actions of the world’s major
central banks.

If that support remains in place, we
could still see share markets
perform well from here. On the
other hand, markets could struggle
if that central bank support is
withdrawn too soon or too
aggressively.

With the outlook remaining
uncertain, focusing on risk
management and having a
well-diversified portfolio is crucial.
The challenge, however, is that the
asset classes we normally use to
diversify portfolios — particularly
cash and government bonds — still

seem to offer poor potential returns.

That's why we’ve been using some
alternative, or non-traditional,
assets and strategies to both
manage risk in our portfolios and
provide investors with greater
diversification.

Our next written update will be in
January 2014 and our next video in
February.

Important information

This information has been provided by MLC Investments (ABN 30 002 641 661) and MLC Limited (ABN 90 000 000 402) members of the
National Australia Bank group of companies, 105-153 Miller Street, North Sydney 2060.

This communication contains general information and may constitute general advice. Any advice in this communication has been prepared
without taking account of individual objectives, financial situation or needs. It should not be relied upon as a substitute for financial or other
specialist advice.

Before making any decisions on the basis of this communication, you should consider the appropriateness of its content having regard to your
particular investment objectives, financial situation or individual needs. You should obtain a Product Disclosure Statement or other disclosure
document relating to any financial product issued by MLC Investments Limited and MLC Nominees Pty Ltd (ABN 93 002 814 959) as trustee of
The Universal Super Scheme (ABN 44 928 361 101), and consider it before making any decision about whether to acquire or continue to hold
the product. A copy of the Product Disclosure Statement or other disclosure document is available upon request by phoning the MLC call centre
on 132 652 or on our website at mic.com.au.

Past performance is not indicative of future performance. The value of an investment may rise or fall with the changes in the market. Please
note that all performance reported is before management fees and taxes, unless otherwise stated.

MLC Investment Management — Economic Update December 2013 Page 2



