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Chant West philosophy: to ensure we capture an accurate picture of the market in any given month, we publish our

media release on performance once we've received responses from at least 80% of our growth fund universe.

Super members spared the worst in a tough year for markets

Super funds fought an uphill battle over the course of 2022, faced with heavy falls in most of the traditional investment
markets — shares, listed property and bonds. Yet in these very testing circumstances they again managed to prove their
resilience, with the median growth option (61 to 80% in growth assets) retreating just 4.6% over the year. While fund
members might have read the headlines and feared the worst, the end result was only a modest setback after a decade-long
sequence of positive calendar year returns.

Chant West Senior Investment Research Manager, Mano Mohankumar says that while no-one likes to see their super
balance go backwards, it's important for fund members to see things in perspective and view their super as a long-term
investment. “This was the first negative calendar year since 2011 and only the fifth in the full 30 years of compulsory super. It
also comes on the back of a particularly strong 2021, so perhaps we were due for a return to earth given the challenging
investment backdrop. Most importantly, members should take comfort in the fact that funds are continuing to meet their long-
term return objectives — and they’re doing so by a comfortable margin.

“Calendar 2022 was highly unusual in that all traditional listed asset sectors finished in the red except cash, and even that
only delivered 1.3%. International shares were down 16.4% in hedged terms, led down by the US market which lost about
18%. In contrast, Australian shares held up relatively well, dropping back by only 1.8%. Australian and global REITs suffered
the biggest falls, losing 20% and 24.1% respectively. What made the year even more challenging was that bonds didn’t play
their usual cushioning role. It's highly unusual for both shares and bonds to fall over a full year but that’s what happened in
2022, with Australian bonds and international bonds tumbling 9.7% and 12.3%, respectively.

“Despite all this, the median growth fund was down less than 5% — not a bad result at all. That's mainly because most major
funds now invest far beyond the traditional asset sectors, with meaningful allocations to private equity, unlisted property and
unlisted infrastructure which all delivered positive returns over the year. Having a higher proportion of your shares exposure
invested domestically would have also helped given the performance differential between Australian and international shares.
Another lever that paid off was maintaining a shorter duration bond exposure which is less sensitive to rises in yields.”

Chart 1 plots the year-by-year performance of the median growth fund over the 30 full calendar years since the introduction of
compulsory super. It shows that these funds have done better than their typical long-term risk objective, which is one

negative return on average in every five years, which translates to six negative years over the 30 years. The chart shows that
there have been only five. In addition, funds have achieved their typical long-term return objective to beat inflation by 3.5%
p.a., which translates to 6.1% p.a. Since the introduction of compulsory super, growth funds have returned 7.8% p.a. on
average. That's 1.7% a year ahead of the objective, which is a great achievement over such an extended timeframe.

Chart 1: Growth Funds — Calendar Year Returns (%)

30
25 -
20 -
15
10 -

-20 -

25 | 215
D o o P G R o
WIS, 0 o I S S

A n
S RN @e‘b @0‘5 N S @0 "9\‘5&\"‘ @\‘9 @\5@(\ @\‘b ‘19\‘5 o o g

[N S b D" P o

Source: Chant West

Note: Performance is shown net of investment fees and tax. It does not include administration fees.
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Other key points

¢ Diversified fund performance by risk category (page 2)

e Long-term performance including rolling 10-year returns chart (page 3)
e Top 10 performing growth funds over the 2022 calendar year (page 4)

e Top 10 performing growth funds over 10 years (page 4)

¢ Retail lifecycle product performance (page 5)

Mohankumar says that when investment markets fall sharply, there’s a tendency for some people to panic and think about
moving money into less risky investment options, or to cash, with a view to switching back later. “We caution members about
the perils of attempting to time the market. Far more often than not, it results in a worse outcome in the long run than if you
stay the course. Panicking only converts paper losses into real ones. Not only that, you risk missing out when markets
rebound — as they will at some point. Even members close to retirement can generally afford to take a long-term view. That's
because a lot of people won't take out all their super when they retire. A substantial amount is likely to stay in the super
system in the pension phase, often for many years, which provides plenty of time for losses to be recovered.

“We encourage everyone — younger and older — to remember that superannuation is indeed a long-term investment. Most
members can afford to remain patient and, if you're thinking about withdrawing money or switching to a less risky option, we
strongly encourage you to seek financial advice before doing so.”

Table 1 compares the median performance for each of the traditional diversified risk categories in Chant West’s Multi-

Manager Survey, ranging from All Growth to Conservative. All risk categories have generally met their typical long-term return
objectives, which range from CPI + 1.75% for Conservative funds to CPI + 4.25% for All Growth.

Table 1: Diversified Fund Performance (Results to 31 December 2022)

Fund Growth 1 Mth Qtr FYTD 1Yr 3Yrs 5Yrs 7Yrs 10 Yrs 15 Yrs
Assets (%) (%) (%) (%) (opa) (% pa) (opa) (%pa) (%pa)
Category (%)
All Growth 96 — 100 -3.4 5.6 4.4 -6.6 5.3 6.7 8.1 9.6 5.8
High Growth 81-95 -2.6 4.6 4.0 5.7 5.0 6.4 7.6 8.9 5.8
Growth 61-380 -2.1 3.6 3.1 -4.6 4.0 5.4 6.4 7.6 5.5
Balanced 41 -60 -1.5 2.8 2.2 -3.7 2.8 4.2 5.0 6.1 5.1
Conservative 21-40 -1.0 1.8 1.4 2.9 1.9 3.1 3.8 4.7 4.4

Note: Performance is shown net of investment fees and tax. It is before administration fees and adviser commissions.
Source: Chant West
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Funds still delivering on long-term targets

As mentioned earlier, over the 30% years since the introduction of compulsory super in July 1992, the median growth fund
has delivered an annualised return of 7.8%, which is 1.7% p.a. ahead of the typical return objective of CPI +3.5% p.a.. Even
looking at the past 20 years, which includes four major share market downturns — the ‘tech wreck’ in 2002-2003, the GFC in
2007-2009, COVID-19 in 2020, and the downturn in 2022 driven by high inflation and rising interest rates to combat it — super
funds have returned 7.2% p.a., which is still comfortably ahead of the objective.

Chart 2 shows that, for the majority of the time, the median growth fund has exceeded its return objective over rolling 10-year
periods, which is a commonly used timeframe consistent with the long-term focus of super. The exceptions are two periods
between mid-2008 and late-2017, when it fell behind. This is because of the devastating impact of the 16-month GFC period
(end-October 2007 to end-February 2009) during which growth funds lost about 26% on average.

Chart 2: Growth Funds — Rolling 10 Year Performance (Returns — % pa)
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Note: The CPI figure for the December quarter is an estimate.
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Top 10 performers over one and ten years

Chart 3 shows the top 10 performing growth options over the 2022 calendar year, together with the survey median.

Chart 3: Top 10 Performing Growth Funds (1 Year to December 2022 - %)
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Notes:

1. Forinclusion in the Top 10, an investment option that is not a fund’s main option in the Growth category must meet a minimum size requirement of $1 billion.
2. Performance is shown net of investment fees and tax. It is before administration fees.

3.  Members up to age 55 in the MLC MySuper default are entirely invested in MLC MySuper Growth but it is not available as a stand-alone option.

Chart 4 shows the top 10 performing growth options over 10 years to December 2022, together with the survey median.

Chart 4: Top 10 Performing Growth Funds (10 Years to December 2022 — % pa)
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Notes:
1. Forinclusion in the Top 10, an investment option that is not a fund’s main option in the Growth category must meet a minimum size requirement of $1 billion.
2. Performance is shown net of investment fees and tax. It is before administration fees.
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Lifecycle products behaving as expected

Mohankumar says that while the Growth category is still where most people have their super invested, a meaningful number
are now in so-called ‘lifecycle’ products. “Most retail funds have adopted a lifecycle design for their MySuper defaults where
members are allocated to an age-based option that’s progressively de-risked as that cohort gets older.

“It's difficult to make direct comparisons of the performance of these age-based options with the traditional options that are
based on a single risk category, and for that reason we report them separately. Table 2 shows the median performance for
each of the retail age cohorts, together with their current median allocation to growth assets. For comparison purposes it also
includes a row for traditional MySuper Growth options — nearly all of which are not-for-profit funds. Care should be taken
when comparing the performance of the retail lifecycle cohorts with the median MySuper Growth option, however, as they'’re
managed differently so their level of risk varies over time.”

Table 2: Median Retail MySuper Lifecycle Cohort Performance (Results to 31 December 2022)

Median 1 Mth 3 Mths FYTD 1Yr 3Yrs 5Yrs 7Yrs Since

Growth (%) (%) (%) (%) (% pa) (% pa) (% pa) Jan 2014

Assets (% pa)
1990s 90 -3.0 5.2 4.2 -71 3.9 5.8 6.9 6.7
1980s 90 -3.1 5.3 4.3 -71 4.0 5.8 6.9 6.7
1970s 90 -3.0 5.2 4.2 -7.2 3.8 5.6 6.8 6.7
1960s 76 -2.6 41 3.0 -71 2.7 4.6 5.4 5.6
1950s 53 -2.2 3.1 2.0 -6.5 1.6 3.5 3.6 4.0
1940s 46 -2.1 2.8 1.9 -6.8 1.3 3.0 3.6 3.9
MySuper 71 2.1 36 3.1 46 4.1 55 6.5 6.8

Notes:

1. Performance is shown net of investment fees and tax. It is before administration fees.
2. January 2014 represents the introduction of MySuper.

Source: Chant West

Options that have higher allocations to growth assets have done better over most periods shown. Despite significant
underperformance relative to the MySuper Growth median in calendar 2022, younger members of retail lifecycle products —
those born in the 1970s, 1980s and 1990s — have generally held their own over three years and longer. However, it's
important to note that they take on significantly more share market risk. On average, these younger cohorts have at least
20% more invested in listed shares and listed real assets than the typical MySuper Growth option.

The 1960s cohort has generally underperformed the median MySuper Growth option. This is partly due to a lower allocation
to growth assets up until recently, when lifecycle product providers revised their glide paths to delay the de-risking process
until older ages. Another reason for this underperformance is a lower allocation to unlisted assets, which have performed
well, and a higher allocation to traditional defensive asset sectors, such as bonds and cash, which have been the weakest
performing sectors since the introduction of MySuper.

The oldest cohorts (those born in the 1950s or earlier) are relatively less exposed to growth assets so you would expect them
to underperform the MySuper Growth median over longer periods. Capital preservation is more important at those ages, so
while they miss out on the full benefit in rising markets, older members in retail lifecycle options are generally better protected
in the event of market weakness. However, even these older cohorts underperformed the MySuper Growth median over the
2022 calendar year due to their higher allocation to traditional bonds and lower allocation to unlisted assets.



Media Release

About Chant West

Senior Investment Research Manager Mano Mohankumar and General Manager (Chant West)
lan Fryer are available to discuss this release. Please call Amanda Ayshford on

(02) 9361 1442 to arrange a time.
ta !

Mano Mohankumar lan Fryer

Mano has over 20 years’ lan has worked in the superannuation
experience in the finance industry industry for about 25 years in a range
and regularly provides media of research, consulting, actuarial and
comment on superannuation and administration roles.

investment matters.

Zenith CW Pty Ltd ABN 20 639 121 403 (Chant West), Authorised Representative of Zenith Investment Partners Pty Ltd ABN 27 103 132 672,
AFSL 226872 under AFS Representative Number 1280401, 2023. Our services may only be used by persons who have entered into a licence
agreement with us, and use is subject to the terms of that licence agreement. Products, reports, ratings (Information) are based on data which may
be sourced from a third party and may not contain all the information required to evaluate the nominated product providers, you are responsible for
obtaining further information as required. To the extent that any Information provided is advice, it is General Advice (s766B Corporations Act). Chant
West has not taken into account the objectives, financial situation or needs of any specific person who may access or use the Information provided.
It is not a specific recommendation to purchase, sell or hold any product(s) and is subject to change at any time without prior notice. Individuals
should consider the appropriateness of any advice in light of their own objectives, financial situations or needs and should obtain a copy of and
consider any relevant PDS or offer document before making any decision. Information is provided in good faith and is believed to be accurate,
however, no representation, warranty or undertaking is provided in relation to the accuracy or completeness of the Information. Information provided
is subject to copyright and may not be reproduced, modified or distributed without the consent of the copyright owner. Except for any liability which
cannot be excluded, Chant West does not accept any liability whether direct or indirect, arising from use of the Information. Past performance is not
an indication of future performance. Full details regarding Chant West’s research methodology, processes, ratings definitions are available at
www.chantwest.com.au and Chant West’s Financial Services Guide is available at www.chantwest.com.au/financial-services-quide.
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