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Financial markets update

February was dominated by the Russian invasion of Ukraine which caused a spike in market
volatility and energy prices that rippled across the market. February began against the
backdrop of soaring inflation and the increased pace and magnitude of monetary policy
tightening. As the Ukraine situation escalated mid-month markets rapidly shifted gears and
began repricing for war. Energy prices were directly impacted by the conflict with Oil increasing
by 10.8% to just US$101.22 by the end of the month. The one silver lining during February
was that Covid cases began to decline in Australia and many other developed countries as
restrictions continued to be eased.

Over February, Hedged developed market overseas shares returned -2.8% with most
developed and emerging markets suffering from the uncertainty brought about by the Russia-
Ukraine conflict. US equities, European markets and economies with heavy exposure to global
trade such as Germany performed poorly in February. Australia managed to post a positive
return in February due to its exposure to commodities and energy. Unhedged Emerging
market shares underperformed over February returning -5.8%. The collapse of the Russian
stock market and poor market performances from China and India was partially offset by
Brazil’s positive performance, resulting from their natural resource exposure. The weakening
of the US dollar against currencies of commaodity producers, such as Australia, South Africa
and Brazil, also impacted on unhedged returns.

Hedged overseas government bonds returned -1.1% over the month as 10-year government
bond vyields for major developed markets ended the month higher. Australian 10-year
government bond yields moved in the same direction, increasing by 25bps to 2.13% and the
Bloomberg Ausbond Treasury index returned -1.3% over the month. In spite of the elevated
market volatility brought about by the Russia-Ukraine conflict, developed market government
bonds in February did not exhibit their usual safe haven characteristics. Instead yields have
continued to rise due to uncertainty around inflation and monetary policy. Spreads have risen
considerably in February, with high yield and emerging market debt bearing the brunt of the
Russia-Ukraine conflict. The yields on Russian hard currency debt has soared to over 25%
following the imposition of sanctions, freezing of Russia’s hard currency reserves and the cut-
off of major Russian banks from the SWIFT system.

Australian shares posted positive performance over February, with the S&P/ASX300 returning
2.1%. The S&P/ASX Mid 50 Accumulation Index (-0.3%) and the S&P/ASX Small Ordinaries
(0.0%) dragged down the S&P/ASX300, all other domestic indices posted positive returns in
February. The best performing sectors were Energy (8.4%) and Consumer Staples (5.4%).
The worst performing sector for the third consecutive month was IT (-6.8%) reflecting the
market’s risk off repositioning and caution around interest rate expectations. The largest
negative contributor to the IT sector for February was Xero which returned (-17%).
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Total returns (%) — after fees?

1mnth FYTD 1year

Mercer Funds

Shares

Mercer Australian Shares Fund 1.8 -0.3 10.7 8.6 8.3 6.6 9.1
Mercer Australian Shares Fund for Tax Exempt Investors 25 15 12.1 10.2 10.3 8.6 n/a
Mercer Australian Shares Plus Fund 1.6 0.1 10.8 9.3 9.0 7.1 9.3
Mercer Sustainable Plus Australian Shares Fund 1.2 -1.3 10.2 9.3 8.5 7.0 9.8
Mercer Australian Small Companies Fund 0.1 -1.6 7.6 13.5 12.3 10.0 8.2
Mercer International Shares Fund -6.0 -1.2 12.2 11.7 12.0 10.1 14.2
Mercer Hedged International Shares Fund -3.1 -3.8 6.7 10.9 9.7 8.9 11.3
Mercer Socially Responsible Global Shares Fund — Unhedged  -5.4 -1.8 12.0 12.0 11.8 n/a n/a
Mercer Socially Responsible Global Shares Fund — Hedged -2.6 -4.4 6.3 11.6 n/a n/a n/a
Mercer Global Small Companies Shares Fund -3.2 -7.2 3.1 9.6 10.7 8.8 14.2
Mercer Emerging Markets Shares Fund -8.6 -13.7 -6.8 4.4 7.3 55 6.9
Mercer Passive Emerging Markets Shares Fund -5.8 -10.9 -5.0 5.1 8.0 n/a n/a
Mercer Australian Direct Property Fund 0.3 14.5 17.2 9.1 9.9 10.4 9.7
Mercer Passive Australian Listed Property Fund 1.3 5.0 23.2 6.7 7.4 7.2 11.6
Mercer Global Listed Property Fund -2.8 0.5 13.7 4.1 5.2 45 8.8
Mercer Global Listed Infrastructure Fund -1.1 3.6 14.0 4.8 5.7 6.0 10.0
Mercer Global Unlisted Infrastructure Fund 1.3 6.9 12.0 11.6 10.6 12.1 11.1
Mercer Australian Sovereign Bond Fund - Class 1 -1.3 -3.5 -0.8 15 2.7 2.4 3.6
Mercer Global Sovereign Bond Fund - Class 1 -1.2 -2.9 -2.1 24 3.1 3.2 4.6
Mercer Australian Inflation Plus Fund 0.1 0.0 0.5 3.1 3.1 25 2.7
Mercer Global Absolute Return Bond Fund -0.8 -2.3 -1.5 1.6 15 17 n/a
Mercer Global Credit Fund 2.1 -4.8 -3.4 2.8 2.6 2.9 4.6
Mercer Emerging Market Debt Fund -6.1 -5.5 -1.8 -1.4 1.3 1.0 n/a
Mercer Global High Yield Bond Fund -15 -2.6 0.7 3.8 3.9 4.3 n/a
Mercer Global Private Debt Fund 0.2 21 4.2 4.5 55 5.7 n/a
Mercer Cash Fund — Cash Units 0.0 -0.1 -0.2 0.5 1.0 13 1.8
Mercer Cash Fund — Term Deposit Units 0.0 -0.1 -0.1 0.6 1.2 15 2.0
Mercer Diversified Shares Fund -2.0 -1.1 10.6 9.6 9.4 7.6 10.5
Mercer High Growth Fund -1.6 -0.7 8.4 8.6 8.6 7.1 9.3
Mercer Growth Fund — Active Units -1.5 0.2 8.3 8.3 8.0 6.7 8.7
Mercer Moderate Growth Fund — Active Units -1.3 0.0 5.9 5.7 6.0 51 6.8
Mercer Conservative Growth Fund — Active Units -1.0 -0.1 4.0 4.4 4.6 4.1 5.2
Mercer Growth Fund — Enhanced Passive Units -1.5 -0.5 8.5 8.0 n/a n/a n/a
Mercer Moderate Growth Fund — Enhanced Passive Units -1.4 -1.0 6.4 6.8 n/a n/a n/a
Mercer Conservative Growth Fund — Enhanced Passive Units -1.1 -1.2 3.8 51 n/a n/a n/a
NOTES

Past performance is not a reliable indicator of future performance

1. Total Returns are based on exit prices and are net of Management Costs (as disclosed in the relevant Fund’s Product Disclosure
Statement).
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Excess returns (%) — before fees?

1mnth FYTD 1year 3yrs 5yrs 7yrs 10yrs
(pa) (pa) (pa) (p-a)

Mercer Funds

Shares

Mercer Australian Shares Fund -0.2 11 15 0.8 0.6 0.6 0.6
Mercer Australian Shares Fund for Tax Exempt Investors 0.1 1.8 15 1.3 1.3 1.2 n/a
Mercer Australian Shares Plus Fund -0.4 1.7 1.9 1.7 15 1.3 1.0
Mercer Sustainable Plus Australian Shares Fund -0.7 0.3 13 1.8 0.9 1.2 1.6
Mercer Australian Small Companies Fund 0.2 35 4.3 7.4 4.3 2.9 3.9
Mercer International Shares Fund -0.4 -3.5 -5.0 -1.1 -0.4 0.2 -0.1
Mercer Hedged International Shares Fund -0.2 -3.3 -4.5 -1.1 -0.4 0.1 0.0
Mercer Socially Responsible Global Shares Fund — Unhedged 0.0 -4.0 -5.1 -0.6 -0.6 n/a n/a
Mercer Socially Responsible Global Shares Fund — Hedged 0.2 -3.8 -4.8 -0.3 n/a n/a n/a
Mercer Global Small Companies Shares Fund -0.4 -3.1 -2.6 0.2 0.8 0.1 0.8
Mercer Emerging Markets Shares Fund -2.7 -2.4 -1.1 0.2 0.1 0.5 0.5
Mercer Passive Emerging Markets Shares Fund -0.1 -0.1 -0.2 -0.2 -0.1 n/a n/a
Mercer Australian Direct Property Fund -0.4 11.1 12.0 4.8 5.5 5.0 3.6
Mercer Passive Australian Listed Property Fund -0.1 -0.1 -0.3 0.2 0.1 0.0 -0.2
Mercer Global Listed Property Fund -0.3 -0.1 0.0 1.2 1.6 1.3 1.3
Mercer Global Listed Infrastructure Fund -0.3 -0.1 -0.2 0.2 -0.2 0.2 0.2
Mercer Global Unlisted Infrastructure Fund 0.6 2.3 5.9 7.4 7.6 9.4 7.7
Mercer Australian Sovereign Bond Fund - Class 1 0.0 0.1 0.2 0.4 0.3 0.3 0.4
Mercer Global Sovereign Bond Fund - Class 1 -0.2 -0.2 0.1 0.5 1.0 0.7 0.9
Mercer Australian Inflation Plus Fund -0.4 -2.8 -3.4 0.6 0.7 0.3 0.4
Mercer Global Absolute Return Bond Fund -0.8 -2.7 -2.3 0.6 0.0 0.0 n/a
Mercer Global Credit Fund -0.2 0.0 0.4 0.3 0.3 0.2 0.5
Mercer Emerging Market Debt Fund 18 25 3.2 1.4 0.4 0.5 n/a
Mercer Global High Yield Bond Fund 0.0 0.3 14 0.7 0.4 -0.2 n/a
Mercer Global Private Debt Fund 0.1 1.6 3.4 2.6 2.7 2.3 n/a
Mercer Cash Fund — Cash Units 0.0 0.1 0.1 0.3 0.3 0.3 0.3
Mercer Cash Fund — Term Deposit Units 0.0 0.1 0.2 0.4 0.4 0.5 0.5
Mercer Diversified Shares Fund -0.3 0.1 0.3 0.3 0.2 0.1 0.2
Mercer High Growth Fund -0.3 -0.2 -0.1 0.9 0.9 0.7 0.6
Mercer Growth Fund — Active Units -0.2 0.6 13 1.4 12 0.9 1.0
Mercer Moderate Growth Fund — Active Units -0.1 0.4 1.0 0.8 0.7 0.5 0.6
Mercer Conservative Growth Fund — Active Units -0.2 0.2 0.6 0.8 0.7 0.5 0.6
Mercer Growth Fund — Enhanced Passive Units 0.0 0.2 0.1 -0.3 n/a n/a n/a
Mercer Moderate Growth Fund — Enhanced Passive Units -0.1 -0.2 0.5 0.2 n/a n/a n/a
Mercer Conservative Growth Fund — Enhanced Passive Units -0.1 -0.3 0.2 0.1 n/a n/a n/a
NOTES

Past performance is not a reliable indicator of future performance.

1. Excess Returns are relative to benchmark and are calculated as the difference between performance (before fees) and the
asset-weighted benchmark return. Benchmarks are listed on page 6. Asset weights used are those shown in the relevant
Fund’'s Product Disclosure Statement or Information Memorandum, as relevant.
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Mercer SmartPath® Funds

Total Retunrs (%) - (after fees)* 1 month 3 months FYTD 1 year 3yrs (p.a.)) 5yrs(p.a) 7yrs(p.a)
Mercer SmartPath 1989—1993 -1.6 -2.8 -0.3 9.0 8.6 8.6 7.0
Mercer SmartPath 1984—1988 -1.6 -2.8 -0.3 9.1 8.7 8.7 7.1
Mercer SmartPath 1979—1983 -1.6 -2.8 -0.2 9.2 8.7 8.7 7.1
Mercer SmartPath 1974—1978 -1.6 -2.8 -0.2 9.2 8.6 8.6 7.1
Mercer SmartPath 1969—1973 -1.6 -2.8 -0.1 9.1 8.5 8.6 7.1
Mercer SmartPath 1964—1968 -1.5 -2.6 0.0 8.5 8.0 8.0 6.6
Mercer SmartPath 1959—1963 -1.5 -2.3 0.1 7.5 7.0 7.1 5.9
Mercer SmartPath 1954—1958 -1.5 -2.0 0.0 6.3 6.2 6.4 5.3
NOTES

Past performance is not a reliable indicator of future performance.

Differences between returns for each fund can reflect different underlying investment strategies, or where strategies are the
same, the timing of cash flows in the establishment of the Mercer SmartPath Funds.

1. Total Returns are based on exit prices and allow for deduction of investment management fees.
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Asset class benchmarks

Shares
Australian Shares S&P/ASX 300 Accumulation Index
Australian Shares Tax Exempt S&P/ASX 300 Accumulation Index grossed up for franking credits

Australian Small Companies  S&P/ASX Small Ordinaries Accumulation Index

International Shares Unhedged: MSCI World Index (ex-Australia) in A$ with net dividends reinvested
Hedged: MSCI World Index (ex-Australia) in A$ (Hedged) with net dividends
reinvested

Global Small Companies MSCI World Small Cap Index in A$

Prior to September 2014 the benchmark was S&P Developed Small Cap Index.
Therefore, calculations for longer period benchmark returns are inclusive of this data.

Socially Responsible Global ~ Unhedged: MSCI World (NRD) Index in A$

Shares Hedged: MSCI World (NRD) Index in A$ (Hedged)
Snstainable Plus Australlan  ggp/asx 300 Accumulation Index

Emerging Markets MSCI Emerging Markets Index in A$

Direct Property CPI + 4%

Listed Property FTSE EPRA/NAREIT Developed Index in A$ (Hedged)

Prior to October 2012 the benchmark was UBS Investors Index - in A$ (Hedged).
Therefore, the calculations for longer period benchmark returns are inclusive of this data.

Passive Australian Listed S&P/ASX 200 Property Trusts Accumulation Index

Property
Unlisted Infrastructure CPI + 5%

Prior to 1 January 2019 the benchmark was CPI + 3%
Listed Infrastructure FTSE Global Core Infrastructure 50/50 Index in A$ (Hedged)

Fixed Interest

Australian Sovereign Bonds Bloomberg AusBond Treasury Index 0+ (All Maturities)

Global Sovereign Bonds JP Morgan Global Sovereign Bond Index in A$ (Hedged)

Prior to November 2013 the benchmark was 50% JP Morgan Global Government Bond
Index in A$ Hedged and 50% JP Morgan Customised Index. From December 2013 to
January 2017, it was the JP Morgan Global Sovereign Bond Index (Customised) in A$
Hedged. Therefore, the calculations for longer period benchmark returns are inclusive of
this data.

Australian Inflation Plus CPI +1%
Global Absolute Return Bonds Bloomberg AusBond Bank Bill Index +1% pa

Global Credit 60% Barclays Global Aggregate - Corporate Index in A$ (Hedged)
40% Barclays Capital Global Aggregate ex Government ex Treasuries Index in
A$ (Hedged)

Emerging Markets Debt JP Morgan GBI-EM Global Diversified Index (Unhedged)

Global High Yield Bond Bank of America Merrill Lynch BB-B Developed Markets High Yield Constrained

Index in A$ (Hedged)

Prior to August 2016: Bank of America BB-B Developed Markets High Yield Constrained
Index in A$ (Hedged).

Global Private Debt Bloomberg AusBond Bank Bill Index +3% pa
Cash
Cash Bloomberg AusBond Bank Bill Index
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For further information

Contact your Mercer Adviser, or call the Helpline:
t: 1300 728 928

e: MercerFundsAU@mercer.com

w: https://www.mercer.com.au/mercerfunds

This Report is issued by Mercer Investments (Australia) Limited ABN 66 008 612 397 (MIAL), Australian Financial Services Licence
#244385 as the Responsible Entity of the Mercer Funds. ‘Mercer’ and ‘Mercer SmartPath’ are Australian registered trademarks of
Mercer (Australia) Pty Ltd, ABN 32 005 315 917.

Investors should be aware that the value of an investment in any Mercer Fund may rise and fall from time to time and that neither MIAL nor
Mercer guarantees the investment performance, earnings or return of capital invested in any Mercer Fund. If you are investing directly into
any Mercer Fund, you will need to complete an application form included in, or accompanying, a current Mercer Funds Product Disclosure
Statement which is issued by and available from MIAL. If you are investing indirectly into a Mercer Fund through an Investor Directed
Portfolio Service (IDPS) or an IDPS-like service (such as a master trust, wrap account, custody or nominees service) (Service) you will need
to complete the forms or documents your Service provider requires. The information contained in this Report includes general financial
product advice which does not take into account the personal objectives, financial situation or needs of individual investors. It is important
that you consider these matters, read the: (a) current Mercer Funds Product Disclosure Statement if you are investing directly; or (b) current
Product Disclosure Statement for any Mercer Funds issued by MIAL, together with the Product Disclosure Statement and/or any other
offer documents applicable to your Service (available from your Service provider) if you are investing indirectly into a Mercer Fund through
a Service, and obtain personal financial advice from a licensed, or appropriately, authorised financial adviser. The investment returns shown
for any Mercer Fund throughout this Report do not take into account the unique characteristics that apply to each investor (such as timing
of cash flow). As a result, the actual investment returns applying to a particular investor may differ from the investment returns shown in this
Report. You should also remember that past performance should not be relied upon as an indicator of future performance.

Report issued: 16 March 2022 | Copyright 2022 Mercer Investments (Australia) Limited. | All rights reserved.
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