Mason Stevens Credit Fund MASON

Performance Report as at 31 July 2020 STEVENS

Investment Objective and Strategy

The Fund invests in a portfolio of interest rate securities that pay a fixed or floating rate of return.
The Fund can only invest in investment grade interest rate securities at the time of purchase, with no more than 5% of assets
being comprised of securities that are below investment grade rating if securities were downgraded after purchase.

Fund performance as at 31 July 2

Since incep

1mth (%) 3mths (%) 6mths (%) 1yr (%) 3yr (%, p.a) 5yr (%, p.a) (%, p.a)

o, P-
Fund 0.67 2.48 -1.53 1.61 3.02 4.06 5.46
Benchmark 0.02 0.06 0.19 0.62 1.19 1.41 1.73
Excess Return 0.65 2.42 -1.72 0.99 1.83 2.65 3.73

Past performance is not a reliable indicator of future performance.

'Fund returns are calculated using the exit price (including sell spread), net of fees, assuming reinvestment of distributions and excludes franking credits and are calculated from the
Fund’s inception date of 31/05/13. The Benchmark is the RBA Target Cash rate. As at 31/07/2020,the RBA Target Cash Rate is 0.25% and the RBA Cash Rate is 0.13%. Excess
return equals fund returns minus the benchmark. Target return is 2.5% + RBA Target Cash rate after fees and expenses. Individual returns will vary depending on date of initial

investment.
Fund Features NAV $1.0009
Entry price $1.0059
* Global Investment Grade Bonds Exit price $0.9959
« Diversified Fixed Income portfolio
* Regular distribution Interest rate duration? (years) 0.55
» Capital stability Spread duration? (yrs) 3.94
Current yield to maturity*(pa) 3.01%
Rated By RBA Target Cash Rate (pa) 0.25%
Average credit rating® BBB+
e S
— Sur EiD ﬁ Minimum investment (AUD) $25,000
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research

Management Costs 0.94% pa
Quantitative Qualitative Distributions Quarterly
Buy/sell spread® 0.5%/-0.5%

2Interest rate duration refers to the sensitivity of the price of the bond portfolio to changes in interest rate

3Spread duration refers to the sensitivity of the price of the bond portfolio to changes in the bond spread

“Yield to maturity is the estimated annual rate of return of a bond if held until maturity.

SAverage portfolio credit rating is calculated through a weighted average of available average debt ratings from Moody's, S&P’s and Fitch

“Buy/sell spread is retained in the fund to cover transaction costs associated with entry/exit to the fund. For further information please refer to the PDS.

Morningstar: Mason Stevens Credit Fund received a 4 Star Overall Morningstar Rating™ out of 59 Multi-Strategy Income Funds as of 31/07/2020. © 2020 Morningstar, Inc. All rights reserved. Neither
Morningstar, its affiliates, nor the content providers guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution. Any general advice
or ‘class service’ have been prepared by Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or Morningstar Research Ltd, subsidiaries of Morningstar, Inc, without reference to your
objectives, financial situation or needs. Refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters and if
applicable, the relevant Product Disclosure Statement before making any decision to invest. Our publications, ratings and products should be viewed as an additional investment resource, not as your sole
source of information. Past performance does not necessarily indicate a financial product's future performance. To obtain advice tailored to your situation, contact a professional financial adviser. The
Morningstar Rating is an assessment of a fund’s past performance — based on both return and risk — which shows how similar investments compare with their competitors. A high rating alone is insufficient basis
for an investment decision. SQM: The rating contained in this document is issued by SQM Research Pty Ltd ABN 93 122 592 036. SQM Research is an investment research firm that undertakes research on
investment products exclusively for its wholesale clients, utilising a proprietary review and star rating system. The SQM Research star rating system is of a general nature and does not take into account the
particular circumstances or needs of any specific person. The rating may be subject to change at any time. Only licensed financial advisers may use the SQM Research star rating system in determining whether
an investment is appropriate to a person’s particular circumstances or needs. You should read the product disclosure statement and consult a licensed financial adviser before making an investment decision in
relation to this investment product. SQM Research receives a fee from the Fund Manager for the research and rating of the managed investment scheme
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Portfolio Review

The Fund delivered a net return of 0.67% for the month of July, taking the 1-year return to 1.61%.

The positive return for the month of July was primarily driven by further credit spread tightening in the investment
grade (IG) bond market. The largest contributors to performance were bonds with longer credit duration profiles,
especially Senior Unsecured non-financial IG bonds, whose recoveries have lagged relative to their financial
counterparts.

Australian major bank Tier 1 and Tier 2 bonds also contributed to this month performance, with credit spread
contractions primarily driven by a shortage of new bond issuances from the major banks.

The Fund continued to benefit from the strong recoveries of IG bonds in the month of July, reflected in the mark-
to-market valuation improvements of the IG bonds held in the Fund. The remaining contribution to the month’s
performance came mainly from the Fund’s active portfolio management approach, which accounted for 22% of
monthly performance by taking advantage of movements in IG bond prices.



Market Review

Resurgence of COVID-19 hampered market momentum in the month of July

Equity and credit markets continued their upward trajectory in the month of July, however positive market
sentiment was dampened by the resurgence of COVID-19, weak global GDP figures for the second quarter of
2020 and deteriorating geo-political tensions between the US and China. The path of an economic recovery
remains uncertain, with market volatility likely to remain elevated until infection rates become manageable, or
until the successful development of a vaccine.

In the meantime, we expect fiscal and monetary support from governments and central banks to continue as
authorities seek to avert any permanent economic damage from the COVID-19 pandemic.

The resurgence of COVID-19 will also put further strain on the cashflows and earnings of Australian
corporates who have not yet recovered from the first wave of the pandemic. Credit markets remain concerned
over economic fallout from further lockdowns, which together with weaker consumer consumption, could spill-
over into small business and corporate solvency.

Investment grade bond markets continue to perform well

In the month of July, the ASX 200 recorded a positive return of 0.51% and the Bloomberg Ausbond Credit
Floating Rate Notes 0+ Yr Index returned 0.42%.

The US IG bond market continued its stellar recovery, with a 12 month return of 11.28%, outperforming the US
HY bond market which returned -1.77% over the same period. This was primarily due to prevailing risk
sentiment and the confluence of central bank intervention within bond markets.

Performance of major equity and credit indicies

1-Month 3-Month 6-Month

Market Indices Price (31/7/20) Return Return Return

($) (%) (%) (%)
ASX200 5927.78 0.51 7.34 -15.53 -12.99
AusBond Credit FRN® 2770.65 0.42 0.98 0.94 1.67
AUD/USD 71.43 3.67 9.49 6.74 3.81
ISHARES US IG ETF™ 138.35 2.86 7.1 5.54 11.28
ISHARES US HY ETF" 85.39 4.62 6.17 -2.44 -1.77

gBloomberg Ausbond Credit Floating Rate Notes 0+ Yr Index
10iShares IBoxx $ Investment Grade Corporate Bond ETF

MiShares IBoxx $ High Yield Corporate Bond ETF

Subdued economic conditions can lead to prolonged low interest rate policies from central banks

Weak GDP figures for the second quarter and high unemployment rates demonstrated the magnitude of
economic challenges facing governments and central banks globally. With economic recovery hinging upon
their on-going stimulus programs, government spending measures have resulted in higher government debt
burdens and expanding central bank balance sheets.

So far, Australian sovereign bond issuance has been well supported by fixed income investors globally, with
10-year government bond yields at a historic low of 0.82%, and the RBA Cash Rate at 0.13%. The increased
debt burden of governments will likely remain high for an extended period, with interest rates set to remain
low.



Global macroeconomic data as at 31 July 2020

Country CPI (%) Unemployment (%) Real GDP (%, QoQ) Public debt (% of GDP)™
Australia -0.3 7.4 -0.3"2 59.4
China 2.5 3.7 11.5 64.9
Germany 0.9 4.2 -10.1 68.7
United Kingdom 0.6 3.9" -2.21 95.7
United States 0.6 111 -32.9 131.2

Source: Bloomberg, IMF  "2March 2020 "April 2020  "May 2020
Australian major bank bonds continue to improve in the month of July

Credit spreads of Australian major bank senior unsecured and subordinated notes continued to tighten in the
month of July. This was primarily driven by a dearth of supply, with little new issuance planned for the
remainder of 2020.

However, performance of non-financial corporate 1G bonds continues to lag behind Australian major bank
bonds, with the credit spread differential remaining elevated between the two sectors.

The resurgence of COVID-19 in Victoria will further weaken fragile corporate balance sheets, especially for
corporates which derive the bulk of their business revenue from the state. We expect further negative rating
outlooks and movements to be announced by rating agencies in coming months, especially on those entities
who were heavily impacted by the crisis and those which have highly leveraged balance sheets.

Market Outlook

The resurgence of COVID-19 and weak GDP figures for the second quarter of 2020 highlighted the
uncertainties to the path of economic recovery.

Given the uncertain economic outlook, the Fund will continue to reposition the portfolio towards higher credit
quality corporates and favour sectors less affected by COVID-19 and also those which will benefit the most
from central bank monetary support. The Fund will also continue to participate in selected primary issuances
which it sees value in.

Contact

T 1300 988 878
E info@masonstevens.com.au

W masonstevens.com.au

This Report is provided by Mason Stevens Asset Management Pty Limited (ACN 141 447 654) (MSAM) as Corporate Authorised Representative (CAR
461312) under AFSL No. 351578 held by Mason Stevens Limited (ACN 141 447 207). Mason Stevens Limited is the Responsible Entity and the issuer of the
Mason Stevens Credit Fund Product Disclosure Statement (PDS). Any content provided in this Report is of a general nature and does not take into account of
any individual’s personal objectives, financial situation and needs. Please seek specific advice and obtain a copy of the PDS before making a decision in
relation to any investment in the Fund. The information is provided in good faith. Whilst every effort is made to ensure the information is accurate at the time
of sending, MSAM does not make any representation or warranty as to its accuracy, reliability or completeness nor does it undertake to correct any information
subsequently found to be inaccurate. Any information contained in this Report is subject to change without prior notice and MSAM is not obliged to update any
information. References made to any third party or their data is based on information that MSAM believes to be true and accurate as at the date of this Report
but without independent verification



