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Investment objective

Aims to outperform the Bloomberg AusBond
Bank Bill Index over the medium term (before
fees). It aims to provide higher income returns
than traditional cash investments at all stages
of interest rate and economic cycles.

Key information

Fund details

APIR code MAQO0277AU

Inception date 18 September 2003

Fund size $3,313.4m
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Sector limits (min/max)

Investment grade 0/100
High yield 0/20
Emerging markets debt 0/15
Cash 0/100
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Fund performance to 30 November 2020

Total Fund
return (gross)
1 month (%) 0.89
3 months (%) 1.60
1 year (%) 2.45
3years (% pa) 3.01
5years (% pa) 3.65
10 years (% pa) 4.54
Since inception (% pa) 5.26

Total Fund Benchmark  Total excess
return (net) return return (net)
0.85 0.01 0.84
1.48 0.03 1.45
1.94 0.44 1.50
2.50 1.31 1.19
3.15 1.56 1.59
4.03 2.48 1.55
4.74 3.80 0.94

Past performance is not a reliable indicator of future performance.
Total returns are calculated based on changes in net asset values and assumes the reinvestment of

distributions.

Total net Fund returns are quoted after the deduction of fees and expenses. Due to individual
circumstances, your net returns may differ from the net returns quoted above.

Asset allocation

Fund (%)
Investment grade corporate” 50.0
Investment grade government 131
Asset-backed securities 19.6
High yield corporates” 3.4
Emerging markets corporate 1.7
Emerging markets 3.0
government”®
Cash 9.2

Asset-backed securities include but are not
limited to residential mortgage backed securities,
bank loans and other credit related securities.

~Fund holds 3.1% in investment grade, 0.9% in
high yield and 0.1% in emerging markets credit
hedges as synthetic cash (reduction in
percentage of physical cash exposure).

Region breakdown

~

= Australia 47.4%

= United States 20.9%
Others 10.4%

= Europe (excl. U.K.)

9.3%
= UK 2.8%

= Cash 9.2%

Credit profile breakdown
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Average credit rating: A

BB and below include direct holdings and residual
exposure to issuers held through our investment
grade and emerging markets allocation.

Fund statistics

Credit spread duration 3.5 years
Interest rate duration 0.9 years
Standard deviation? 1.8% pa
Yield to maturity? 1.3% pa
Cash 9.2%
ﬁ:jge?;posure through credit 4.1%

1 Statistical measure of variance of Fund’s post-
fee monthly returns from average post-fee return
since inception, used as gauge of volatility.

2 pre-fee returns Fund would earn over next year
based on current market conditions if there were
no changes to interest rates or holdings. It is not
an actual or estimated return.

8 Credit hedges swap the return for underlying
credit index for cash.
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Fund highlights

November was a solid month for financial markets, driven by positive news on vaccines and more clarity on the outcome of the US election.
Two potential disruptive concerns, however, could likely be overlooked at present, namely the logistics of distribution and vaccination for the
global population, and a split US Congress. The pattern of markets performance in November was led by risk assets across multiple asset
classes. In fixed income, high yield credit led the way, while in currencies it was emerging markets. There was a rotation out of safe havens,
with gold (-5.4%) and silver (-4.3%) giving back some of their strong gains of recent months. Notably though, global bond yields were
resilient, with both US and European yields ending the month lower and spreads in peripheral Europe becoming tighter. However, New
Zealand and Australia were the underperformers as their yields rose over the month.

The Fund outperformed the benchmark in November, as positivity around the vaccine progress strongly boosted ‘recovery’ trades in credit
markets. The Fund’s global investment grade (IG) sector allocation was the largest contributor to performance, reflecting broad market
performance. But importantly, also added value were the additions of selected issuers over the last several months that would benefit from a
recovery in some of the most COVID-impacted sectors. Holdings of selected airlines (such as Qantas and Delta Air Lines), air leasing
companies, and airports were all strong contributors to returns. In addition, holdings of emerging markets (EM) debt and high yield (HY)
credit also performed strongly. Duration exposures in the Fund were neutral contributors to performance through the month.

The Fund maintained its overall risk exposure levels, while adding further to selected recovery trades during the month. This included
additions of toll road hybrid bonds, and franchise bonds from a quick service restaurant operator in the US. Most of the ‘recovery’ trades in
the Fund were accumulated in the past several months at attractive spread levels, and performed well in November. Most of the new
additions were made in secondary purchases, as primary markets have been offering somewhat less attractive pricing. The Fund continues
to build a ‘barbell’ strategy overall, owning selective higher beta sector and IG holdings with material spread tightening potential, as well as
strong liquidity levels, to allow the Fund to take advantage of further opportunities and potential volatility. Issuance volumes were higher in
November, but net issuance remained low — a key support for credit markets. The demand for credit remained strong in a world of low yields,
and was reflected in the low volatility in credit markets despite news around COVID-19 and the withdrawal of the US Federal Reserve’s (Fed)
support programs.

Market review
Global and Australian credit markets

USD credit performed well during November, with most of the performance driven by large gains in the ‘recovery’ trades over the month. For
example, airline spreads tightened by over 100bps in November for some issuers. Issuers with lower credit ratings also outperformed, with
BBB credit outperforming single-A and HY generally outperforming IG. European IG spreads closed the month 23bps tighter at 93bps, which
was only 4bps from pre-COVID levels as the majority of defensive, central bank-eligible sectors now trade inside such levels. Australian
credit also performed strongly, in line with global credit markets, with spreads generically tighter by 20bps over the month.

Outlook

December is seasonally a good month for risk assets and indeed financial markets are in the mood to extend the rally started in November.
However, the fundamental backdrop remains challenging. Virus cases are still rising globally and social restrictions remain in place. This
presents a real risk for a double-dip recession in Europe and the UK. While the US is less likely to double-dip, we expect a bumpy ride
through 4Q20, and possibly 1Q21. Reflecting on the situation in January 2020, simply for the economy to return to that point, which will take
several quarters for many countries, was an environment of uninspiring, low inflationary growth.

Financial markets are looking past the current fundamentals and focusing on the release of ‘animal spirits’ during 2021 once the vaccination
process in underway. At their back is a very strong commitment by central banks to maintain easing monetary policy and do more if
necessary. Fiscal policy was significantly engaged during 2020, and expectations are for fiscal support to extend through 2021 and actual
fiscal stimulus to also be embraced. However, with fiscal policy ‘politics’ involved, experience says that nothing can be taken for granted.

Thus, as we consider the 2021 outlook, the prospects are for a return to growth. However, the key risks are clear in that growth may
disappoint, and that fiscal policy makers may either fail to deliver enough support or consider fiscal tightening. This environment suggests
that fixed income investors should not be fearful of inflation and that yields are likely to remain lower for longer. The absence of yield in
sovereign markets is expected to keep the hunt for yield continuing in riskier markets. Investment grade spreads are likely able to grind
tighter in this environment, and we expect compression on high yield and emerging markets spreads. Though the path is expected to be
pocketed by spikes in volatility as markets reassess fundamental risks and/or policy actions. In this environment, leveraging sector rotation,
assessment of credit quality, curve and security selection will play an important part in portfolio performance.
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For more information speak to your financial adviser, call us on 1800 814 523, email

mim.clientservice@macguarie.com or visit macquarie.com

Important information

Macquarie Investment Management Australia Limited ABN 55 092 552 611 AFS Licence 238321 is the issuer of units in, and responsible entity of
the Fund.

The information in this report is provided for general information purposes only and is not, and should not be construed as, an advertisement, an invitation,
an offer, a solicitation of an offer or a recommendation to participate in any investment strategy or take any other action, including to buy or sell any product
offered by any member of the Macquarie Group. The above information is not personal advice and does not take into account the investment objectives,
financial situation or needs of any person. Investors should consider the offer document of the Fund in deciding whether to acquire or continue to hold units
in the Fund. The offer document is available by contacting us on 1800 814 523. Past performance is not a reliable indicator of future performance.

Future results are impossible to predict. In preparing this document, reliance may have been placed, without independent verification, on the accuracy and
completeness of information available from external sources. This report may also include opinions, estimates and other forward-looking statements which
are, by their very nature, subject to various risks and uncertainties. Actual events or results may differ materially, positively or negatively, from those
reflected or contemplated in such forward-looking statements. Forward-looking statements constitute the investment manager’s judgement as at the date of
preparation of this report and are subject to change without notice. To the maximum extent permitted by law, no member of the Macquarie Group nor its
directors, employees or agents accept any liability for any loss arising from the use of this document, its contents or otherwise arising in connection with it.

The Fund may have exposure to instruments that reference a market determined rate such as LIBOR. Current and future regulatory developments may
lead to the cessation of some of these rates. This may adversely impact the value and/or liquidity of these instruments.

Other than Macquarie Bank Limited (MBL), none of the entities noted in this document are authorised deposit-taking institutions for the purposes of the
Banking Act 1959 (Commonwealth of Australia). The obligations of these entities do not represent deposits or other liabilities of MBL. MBL does not
guarantee or otherwise provide assurance in respect of the obligations of these entities, unless noted otherwise.

Bloomberg Finance L.P. and its affiliates (collectively, ‘Bloomberg’) are not affiliated with Macquarie and do not approve, endorse, review, or recommend
the Fund. Bloomberg and the Bloomberg AusBond Index referred to in this document are trademarks or service marks of Bloomberg and have been
licensed to Macquarie. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to the Bloomberg
AusBond Index referred to in this document.
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