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Altius Asset Management employs a diversified strategy to fixed interest funds management that aims to take advantage of the mispricing of

bonds in all market conditions.

Performance as at 31 August 2020

1mth % 3 mths %
Total return 012 1.01 0.30
Benchmark (0.20) 0.16 1.08
Excess o benchmark 0.08 0.85 (0.78)

3 yrs % p.a. 5yrs % pa. 7 yrs % pa. Since inception % p.a.
2.46 2.61 3n 3.96
329 2.85 331 3.80
(0.83) 0.24) (0.20) 0.16

Total returns are calculated after fees and expenses and assume the reinvestment of distributions. Past performance is not a reliable indicator of future performance.
Effective 1 July 2016, Benchmark is 50% Reserve Bank of Australia Cash Rate and 50% Bloomberg AusBond Composite 0+Yr Index and applied retrospectively for all periods.

Excess to benchmark is calculated on Total return.
Inception date for performance calculations is 14 June 2011.

Portfolio Performance and Activity

As expected the Reserve Bank of Australia (RBA) maintained its current
policy setfing at the August meefing, with cash rates and the 3-year
bonds targeting 0.25%. Long dated government yields rose sharply over
August with 10-year bonds pushing above 1% in the final week before
finishing at 0.98%. The US market was the catalyst for this move. While
inflation will remain mooted over the coming years the announcement by
the Federal Reserve that it would relax its inflation farget and be more
tolerant of inflation going forward gave the market reason fo pause. The
spike in yields resulted in a steepening of the 3-10 year curve of 0.15%.
Semi-governments had a good month with spreads tightening across all
tenors. This was against a backdrop of Victoria being placed on negative
watch by S&P and significant amounts of issuance over the month. Credit
markets continued their strong run over August with spread compressing
on average 3-5 basis points. Very mixed earning season with many
withholding forward guidance was outweighed by the strong technical
bid for corporate debt. Looking below the surface the picture was more
mixed with sectors more directly impacted by COVID-19 such as property
trusts, airports and airlines experiencing limited compression compared
to Telco, Supermarkets and Utilities.

We continued to maintain a long interest rate duration position over
August finishing the month at 4.33 years. The economic fallout of COVID-
19, core inflation sitting well under the RBA's 2%-3% band and
unemployment staying high for the medium term, points to continued
support for lower rate positioning. Primary credit markets were strong
with first fime issuer Goodman Australia Partnerships issuing a 2027 and
the return of Coles with a dual 5 and 10-year deal. The fund participated
in the Goldman's and Coles 5 years. Both fit our strategy of investing in
issuers that should perform while through the Pandemic. We also added
to our Woolworths holding given the defense elements of their business.

Outlook

Global fiscal expansion of around 8% is being deployed to help support
economies. The surge in the issuance of government securities is at
record pace. Typically, this would place upward pressure on sovereign
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yields. However, having already slashed official cash rates to near or
below 0%, most major central banks have deployed sovereign bond
buying programs; absorbing a great deal of the Government bond supply.
"Global quanfitative easing" is placing a cap on longer dated Australian
government bonds, as international investors buy relatively high yielding
Australian bonds, in preference to negative yielding German or Japanese
bonds.

We find value in longer dated Australian Federal and State Government
Bonds as well as high grade corporate securities from an income
perspective. By contrast, given limited scope for further cuts to official
cash rates in Australia, there is little income and limited prospect of a
rally in short dated bonds to generate any capital gains, leading Altius to
retain a very underweight position.

The key risk scenario is for even more monetary policy accommodation. If
there is to be any further adjustment to monetary policy, it will be from
major central banks increasing the frequency or size of asset purchases.
Under this scenario, it is reasonable to expect longer dated bonds to rally
further; thus generating capital gains.

Sector Profile as at 31 August 2020

Asset Class Portfolio % Benchmark %
Australian Commonwealth Government 830 27.78
Semi-Government 23.36 12.52
Supranationals 9.49 5.46
Industrials 16.57 233
Financials 22.49 176
Asset Backed 913 0.00
Agencies 9.70 0.16
11am 0.20 0.00
Cash at Bank 0.77 0.00
RBA Cash 0.00 50.00
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Ratings Exposure Ratings / Awards
Portfolio %

RET] Benchmark %

AAA 5513 38.56 A

AA+ 10 AA- 19.99 874 I Z e all t h

A+ 1o A- 8.80 166 ' Investment Partners

BBB+ to BBB- 16.08 1.03 Recommended Recommended
Lonsec Research ~

RBA Cash 0.00 50.00 ° Roraies 2

Maturity Profile

Term Portfolio % Benchmark %
0 -1year 9.27 5474
1-3years 32.07 9.31
3 -5years 17.91 8.97
5-7 years 11.83 8.81
7+ years 28.92 1817
Top 10 Holdings
Issuer Portfolio % Benchmark %
New South Wales Treasury Corp. 12.61 29N
Els::;nal Housing Finance & Investment 927 0.05
Government of Australia 838 27.92
National Australia Bank Limited 6.07 0.22
Queensland Treasury Corp. 529 3.84
Treasury Corporation of Victoria 4.83 224
Asian Development Bank 3.62 0.40
Royal Bank of Canada (Sydney Branch) 1.95 0.02
Westpac Banking Corporation 1.84 019
International Finance Corporation 171 0.41

Portfolio Summary Statistics

Portfolio % Benchmark %

Running yield (%) 1.00 0.42
Modified duration (years) 4.26 298
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Important Information

Units in the Altius Bond Fund are issued by Australian Unity Funds Management Limited ABN 60 071 497 115, AFS Licence No. 234454. Information provided
here is general information only and current at the time of publication and does not take into account your objectives, financial situation or needs. In deciding
whether o acquire, hold or dispose of the product you should obtain a copy of the Product Disclosure Statement (PDS) and seek professional financial and
taxation advice. The PDS is available at australianunity.com.au/wealth or by calling our Investor Services team on 13 29 39. Past performance is not a reliable
indicator of future performance. This information is intended for recipients in Australia only. Not to be reproduced without permission.

Bloomberg Finance L.P. and its affiliates (collectively, "Bloomberg" do not approve or endorse this material and disclaim all liability for any loss or damage of
any kind arising out of the use of all or any part of this material.

The Zenith Investment Partners ("Zenith") Australian Financial Services License No. 226872 rating (assigned May 2020) referred to in this document is limited
to "General Advice" (s766B Corporations Act 2007) for Wholesale clients only. This advice has been prepared without taking into account the objectives,
financial situation or needs of any individual and is subject to change at any time without prior notice. It is not a specific recommendation to purchase, sell or
hold the relevant product(s). Investors should seek independent financial advice before making an investment decision and should consider the
appropriateness of this advice in light of their own objectives, financial situation and needs. Investors should obtain a copy of and consider the PDS or offer
document before making any decision and refer to the full Zenith Product Assessment available on the Zenith website. Past performance is not an indication
of future performance. Zenith usually charges the product issuer, fund manager or related party to conduct Product Assessments. Full details regarding
Zenith's methodology, ratings definitions and regulatory compliance are available on our Product Assessments and at:
http://www.zenithpartners.com.au/RegulatoryGuidelines

The Lonsec Rating (assigned October 2019) presented in this document is published by Lonsec Research Pty Ltd ABN 11151 658 561 AFSL 421 445. The
Rating is limited o "General Advice" (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the
financial product(s). Past performance information is for illustrative purposes only and is not indicative of future performance. It is not a recommendation to
purchase, sell or hold Australian Unity product(s), and you should seek independent financial advice before investing in this product(s). The Rating is subject
to change without notice and Lonsec assumes no obligation to update the relevant document(s) following publication. Lonsec receives a fee from the Fund
Manager for researching the product(s) using comprehensive and objective criteria. For further information regarding Lonsec's Ratings methodology, please
refer to our website at: http://www.lonsecresearch.com.au/research-solutions/our-ratings
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