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— The Fund aims to generate higher returns than the RBA Cash Rate over the short to
Investment Objective . . . o
medium term with lower volatility than equities.

The Fund holds a diversified portfolio of debt and income securities with a view to
minimising any loss of income and capital of the Fund. Issuers may be government
Investments held bodies, banks, corporations and, to a limited extent, specialist financing vehicles. To
maintain a diversified portfolio structure, certain limits are imposed on security type,
credit risk, industry and issuers.

Spectrum Asset Management Limited
ETLO072AU
ses.om

0.75% p.a. Buy Spread +0.15%

investment

31/10/2018 $1.0798 $1.0782 $1.0765

Performance as at Inception %

Total Net Return? 0.19% 1.17% 2.00% 3.71% 4.63% 8.19%

Averag:;zA Cash 0.125% 0.38% 0.75% 1.50% 1.60% 2.52%

*Past performance is not an indicator of future performance.

31/12/2017 31/03/2018 30/06/2018 30/09/2018

Distribution rate (cents per unit) 0.5631 0.6399 0.7303 0.4500

L includes estimated GST payable, after taking into account Reduced Input Tax Credits (“RITC").

2 Total Net Return is the Fund return after the deduction of ongoing fees and expenses assuming the reinvestment of all distributions.

For more information visit our website - www.spectruminvest.com.au

This report was prepared by Spectrum Asset Management Limited (Spectrum) (ABN 31 096 442 198, AFSL 225069) as investment manager
for the Spectrum Strategic Income Fund (Fund). Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975), a subsidiary of EQT Holdings
Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT), is the Responsible Entity of the
Fund. This document has been prepared for the purpose of providing general information only, and not taken into account the investment
objectives, financial situation and particular needs of any particular person. Before making an investment decision an investor needs to
consider, with or without the assistance of an advisor, whether the advice is appropriate in the light of particular investment needs,
objectives and financial circumstances of the investor. Past performance is not a reliable indicator of future performance. Investment returns
cannot be guaranteed. In deciding whether to acquire, or to continue to hold, units in the Fund please read the current Product Disclosure
Statement (PDS) available from Spectrum of Equity Trustees. The information contained in this report has been obtained from sources
believed to be reliable. Neither Spectrum, Equity Trustees Ltd, nor any of its related parties, its directors or employees, provide warranty of
accuracy or reliability in relation to information on this publication or accepts liability to any person who relies on it. This Fact Sheet reflects
the information available as at the date this Fact Sheet and is subject to change without notice to the recipient.
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Return comparisons
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*Past performance is not an indicator of future performance.
SSIF = Spectrum Strategic Income Fund.
Composite = The Bloomberg Composite Index.
FRN = The Bloomberg FRN Index.
RBA = RBA Cash Rate.

Spectrum Strategic Income Fund - Sector allocation
Bank Dutch Logistics Bank UK
3% 2% 3% Cash
Bank Singapore 12%
5%

Bank Swiss
3%

Bank French

% \

RMBS Australian banks
3% 25%
Property
9%
Materials
7%
Australian insurance
Infastructure 10%
13%

For more information visit our website - www.spectruminvest.com.au

This report was prepared by Spectrum Asset Management Limited (Spectrum) (ABN 31 096 442 198, AFSL 225069) as investment manager
for the Spectrum Strategic Income Fund (Fund). Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975), a subsidiary of EQT Holdings
Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT), is the Responsible Entity of the
Fund. This document has been prepared for the purpose of providing general information only, and not taken into account the investment
objectives, financial situation and particular needs of any particular person. Before making an investment decision an investor needs to
consider, with or without the assistance of an advisor, whether the advice is appropriate in the light of particular investment needs,
objectives and financial circumstances of the investor. Past performance is not a reliable indicator of future performance. Investment returns
cannot be guaranteed. In deciding whether to acquire, or to continue to hold, units in the Fund please read the current Product Disclosure
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Spectrum Strategic Income Fund - Fixed / Floating

Cash
12%

Fixed
13%

Floating
75%

Spectrum Strategic Income Fund - Legal structure breakdown

Preference share

0 Cash

Listed income fund 9% 12%

3% Covered bond
RMBS 10%
3%
Subordinated debt < Senior secured
22% 7%
T3 Capital Senior unsecured
2% 33%

Spectrum Strategic Income Fund - Credit rating breakdown*
NR

BBB- 7% Ang/A
0
BBB 7%
8% AA-
23%
BBB+ A+
24% A 8%
6% 8%

*Spectrum utilises a linear credit rating methodology which incorporates the lower of the two credit ratings from S&P and Moodys. For investments which do not
carry a credit rating, the investment is deemed as not rated. As at the 315t of October 2018, 93% of the portfolio has an official credit rating from one (or both) of
these agencies. Cash is rated ‘AA-‘to reflect the credit ratings of where the cash accounts are held. The portfolio has an average linear credit rating of ‘A’.
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Spectrum Strategic Income Fund - Distribution of monthly returns since inception
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*Past performance is not an indicator of future performance.
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Spectrum Strategic Income Fund - statistics

Correlation to Bloomberg FRN Index* 59%
Correlation to Bloomberg Composite Index* -15%
Tracking error to Bloomberg FRN Index* 3.1%
Proportion of positive Fund returns % 89%
Proportion of negative Fund returns % 11%
Number of consecutive positive returns 35 months
-1.6%
2 Months
-0.2%

Source: Spectrum
*Since inception — 31/5/2009
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Top ten holdings:

s

VERI COMMUNICATI 3.1%

Commentary:

The Fund has now generated 35 consecutive positive monthly returns.

Red October is how best to describe the month if you were an equity investor around the world. For
fixed income globally trading over the month was range bound and data dependent. The issues that
were affecting equity markets were somewhat removed from the bond markets generally. However,
the negative correlation that often is sporadic exists between bonds and equities. Many of our
preconceived relationships have started to go awry as central bank emergency policies are slowly
being reversed.

For many in the markets there were few places to hide. Not only did equities retreat but so too bond
prices at times. In the U.S. bond indices recorded the third steepest decline since 1970 (BoA), for
declining equity prices bonds did not provide a sufficient flight to safety.

The decline in the bond indexes is partly due to increasing issuance of government bonds by central
banks. As their weights have increased in the index, so too has duration. In a rising yield environment
this will lead to falls in those bond indices.

Trump’s tweeting account set the markets off on a merry chase. Earlier in the month trade barriers
were an issue and so too the deluge of treasuries that were being issued as a necessity because of the
ballooning budget. That all came to a sudden halt when Trump tweeted that a deal with China could
be reached and a market massacre was averted.
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The looming U.S. budget deficit and a fear of inflation combined with data that is indicating the
economy may have peaked are causing investors to rethink their investment strategies. Rates look set
to rise in Europe and the U.S. and that probably means the U.S. curve steepens for the time being.

For Australia it was a different story. The Australia to U.S. 10-year spread is now a whopping 50 bp
negative. Despite the Aussie Itraxx widening some 7bps credit spreads remained largely immune to
the movement and that was possibly because issuance for the month of October was light. Only
$2.6bn in eight transactions was issued.

The Australian economy looks somewhat precarious. With housing undergoing a downturn, expected
negative impacts from the drought, and a slowing global economy, the RBA has a tricky path to tread.
Housing is unlikely to receive any short-term boost as banks are tightening their lending standards in
response to criticisms emanating from the Royal Commission on Financial Services.

Interest rates are having been steady over the month as BBSW fell 3-5bps depending upon the
maturity. CPI is still tracking about 1.9% for the year and employment conditions are steady however
there was a large fall in the participation rate. That may have sent shudders through the RBA.

Australia’s fortunes appear to be tied with Asia and China in particular. Currently our exports to China
are at records however this could change if Global growth slows and the trade war between China
and the U.S. intensify. The AUD characterizes this relationship and is being used as a proxy by some
that wish to bet against the yuan. Those investors are selling Aussie if they believe the yuan is likely to
weaken.

Geopolitical turmoil may not likely to ease any time soon and steadfastly remains as one of the key
risks that the portfolio seeks to mitigate.
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https://www.morningstar.com.au/Funds/FundReport/18341
https://sqmresearch.com.au/funds/dumps/profile.php?id=F00000J3ZU
https://investmentcentre.moneymanagement.com.au/factsheets/mi/09xr/spectrum-strategic-income
https://www.facebook.com/Spectruminvest
https://twitter.com/LindsaySkardoon
https://www.linkedin.com/company/spectrum-asset-management-limited/

© 2018 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.
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