IMAP Specialist series: Sky High
Markets, Rock Bottom Rates—Is
there any alternative to Alternatives?

Session 3 — Building Portfolios using
Alternatives — the Researchers’ view

Deanne Baker — Lonsec
Steven Tang CFA — Zenith Investment Partners

Tim Murphy—Morningstar

Series moderated by Daniel Stojanovski, Centrepoint Alliance A
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Upcoming events

25% August — IMAP Managed Account Awards
Virtual Presentation Ceremony

13th September — State of Managed Accounts
Webinar

11th November — Independent Thought
Conference
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Lonsec

Disclaimer

Important Motice: Thiz presentation is given by representatives of Lonsec Investment Solutions Pty Ltd ACN: 808 337 583, a Corporate Authorised Representative (CAR number:
1236821) (LIS) of Lonsec Research Piy Lid ABMN: 11 151 658 561 AFSL: 421 445 (Lonsec Research) to wholesale clients only (within the meaning of section 761G of the Corporaticns
Act 2001 (Cth)). By atiending this presentation you are representing that you are a wholesale client. This presentation has been prepared without faking account your objectives,
financial situation or needs. Before making any investment decisions you should read the relevant product disclosure statement and obtain advice from an appropriate financial adviser.
LIS creates the model portfolios it distributes using the investment research provided by Lonsec Research but has not had any involvement in the investment research process for
Lonsec Research. LIS and Lonsec Research are owned by Lonsec Fiscal Holdings Pty Lid ACN: 151 235 406. Please read the following before making any investment decision about
any financial product mentioned in this presentafion.

Disclosure at the date of publication: Lonsec Research receives a fee from the relevant fund manager or product issuers for researching financial products (using objective criteria)
which may be referred to in this prezentation. Lonsec Research may also receive a fee from the fund manager or product issuer(s) for subscribing to research content and other Lonsec
Research services. Lonsec Research receives fees for providing investment censulling advice approved product lists and other advice, to clients. LIS receives a fee for providing the
model porifolics to financial services professionals. LIS" and Lonsec Research’s fees are not linked fo the financial product rating(s) outcome or the inclusion of the financial product(s) in
model porifolies. LIS and Lonsec Research may hold any financial product(s) referred to in this presentation. Lonsec Research’s representatives and/or their associates may hold any
financial product(s) referred to in this presentation, but details of these heoldings are not known to the analyst(s).

Warnings: Past performance is not a reliable indicator of future performance.

Disclaimer: This presentation is not intended for use by a retail client or a member of the public and should not be used or relied upon by any other person. No representation, warranty
or undertaking is given or made in relation to the accuracy or completeness of the information presented in this presentation, which is drawn from public information not verified by LIS.
Financial conclusions, ratings and advice are reasonably held at the time of completien (refer to the date of this presentation) but subject to change without notice. LIS assumes no
obligafion to update this presentation following publication. Except for any liability which cannot be excluded, LIS and Lonsec, their directors, officers, employees and agents disclaim all
liability for any error or inaccuracy in, misstatement or omission from, this presentation or any loss or damage suffered by the reader or any other person as a conseguence of relying
upon it.

Copyright ® 2021 Lonsec Investment Solutions Pty Lid ACN: 603 837 533
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Lonsec

Why a Ite N atives’? Lonsec Multi Asset Growth

Diversification

Access to non-traditional risk premia

Access to manager skill

Reduce risk

m Australian Equities = Global Equities = Real Assets
= Alternatives = Fixed Income = Cash
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Lonsec

Portfolio Construction

Define Role in Bé‘eg?si';g
Universe Portfolio
control

* One size does not fit all

« Cater for risk tolerance, investment timeframe and objectives
« Designed to complement existing exposures within the portfolio
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. . Lonsec
Define the Universe

Lonsec Alternatives Sector

Conservative Growth (Moderate) Growth (High
Growth)

Targeted Retumn Cash Proxy + 2% p.a. Cash Proxy + 2-5% p.a. Cash Proxy + 5% p.a.
Targeted Risk (Volatility) Similar to other defensive 4-10% p.a. 10%+ p.a.
assets, less than 4% p.a.
Asset Exposure Higher exposure to fixed Allocation to equity and equity-  High allocation to equity and
interest securities like securities equity-like securities
Examples Relative value fixed income, Global macro, systematic risk Private Equity, trend, FX,
Private Debt premia, market neutral, event long/short equity,
driven commodities

« Plus ‘alternatives to alternatives’
- multi asset real return, unconstrained bond funds, alternative income (high)
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Role in the Portfolio

Return
Generator

Access alternative nsk
premia; illiquidity, default
nsk

Private Equity
Private Debt
Private Real Assets
High Yield Credit

Diversifier

Lowly correlated to
equities over the cycle

Global Macro
Market Neutral
Relative Value
Multi-Strategy

Lonsec

Risk Off
Diversifier

Negatively correlated to
equities in times of siress

Gold
X
Trend Following
Duration, ILB

Leverage, liquidity, fee budget, time horizon
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Disclaimer

Zenith is the holder of Australian Financial Services License No. 226872 for the purposes of providing “General
Advice” (as defined by section 766B of Corporations Act 2001). General Advice provided by Zenith is limited to
Wholesale clients only.

This advice has been prepared without taking into account the objectives, financial situation or needs of any
specific person who may read it. It is not a specific recommendation to purchase, sell or hold any relevant
product(s).

Zenith advises that investors should seek their own independent financial advice before making any investment
decision and should consider the appropriateness of this advice in light of their own objectives, financial
situation or needs. Investors should obtain a copy of, and consider, any relevant product PDS or offer document
before making any decision. This advice is prepared exclusively for clients of Zenith.

The material contained in this advice is subject to copyright and may not be reproduced without the consent of
the copyright owner. The information contained in this advice is believed to be reliable, but its completeness and
accuracy is not guaranteed. Zenith accepts no liability, whether direct or indirect arising from the use of
information contained in this advice.



Portfolio objectives — the why

Aim to deliver:
* superior risk-adjusted returns
* more consistent outcomes, and

+ provide stronger downside protection
when traditional market (shares and
bonds) returns are poor.
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From 1/02/2000 to 30/06/2021 Return (p.a.)| Standard Deviation (p.a.) | Return/Risk

Full Participation 6.51% 7.16% 0.91
85% Upside Capture/65% Downside 7.06% 5.39% 131
Capture



Zenith’s view on alternatives

+ Advocates of alternative strategies in portfolios

- Believe high-quality alternative funds can significantly improve portfolio diversification, lowering volatility and
potentially enhancing long-term returns

* Funded from growth assets



Alternatives

Inclusions

» Hedge Funds (Managed Futures, Global Macro, Market Neutral) Private Equity, Real Assets, Hard
Commodities (Gold)

Exclusions

+ Unconstrained Fixed Income, Long/Short Equities (Active extension, variable beta), Listed Property and
Infrastructure



Key challenges

* Funding
* Fees
* Heterogenicity

« Transparency
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Key challenges

Heterogenicity - leads to varied performance outcomes
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Key challenges

Transpdarency — understanding what’s under the hood
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