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Portfolio commentary

The InvestSMART Fixed Income Portfolio produced a return of 0.9% (after

fees) during the quarter.

The main positive contributor was the M acquarie Income Opportunities
fund, which gained 1.0%.

With interest rates falling over the past 30 years, fixed income investments
has enjoyed a period of excellent returns. However, with interest rates

now near record lows, this is unlikely to be repeated.

This will be made even more difficult with expectations of a further
two rate rises this year and another three in 2018. This of course is all

dependent on how the US economy performs over the short term.

Rate rises have the effect of increasing yields on new bond issues, but
will also lower the capital value of existing bonds if they are sold in the
secondary market. However, the key advantage of fixed interest is that it
provides capital security and a regular income stream, and provided the

bond is held to maturity, the capital value will be preserved.

One key change that we have made to the Fixed Income portfolio is that
we have sold the Vanguard Australian Fixed Interest ETF and replaced
it with the iShares Core Composite Bond ETF (which is up 0.3% since
being added).

The iShares Core Composite Bond ETF is invested in a highly diversified,
low risk, portfolio of bonds. Around 90% of the ETF is invested in Treasury
and Government related bonds, with 9% invested in corporate bonds.
It currently has an average yield to maturity of around 2.5% a year and

has an average maturity of 5.9 years.

The portfolio is also around 20% invested in the Betashares Australian
High Interest Cash ETF, which provides attractive and regular income

distributions.

Since inception, the InvestSMART Fixed Income portfolio has returned

2.1% per annum (after fees).

We're delighted to note that, as of 1 April 2017, fees on the InvestSMART
Property Portfolio have been reduced by 0.20%. That takes them
down to just 0.77% a year for balances below $250,000 (and less for

higher balances).
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ASSET ALLOCATION AS AT 31 MARCH 2017

&

“iShares Core Composite Bond ETF
Macquarie Income Opportunities Fund

“ Betashares Australian High Interest Cash ETF

" Cash

48%

PERFORMANCE TO 31 MARCH 2017 1 MONTH 3 MONTHS 6 MONTHS 1YEAR SI* (P.A.)
INVESTSMART FIXED INCOME PORTFOLIO 0.27% 0.85% -0.73% 1.88% 2.06%
BLOOMBERG AUSBOND COMPOSITE 0+ YR INDEX 0.44% 1.23% -1.67% 2.09% 3.94%
EXCESS TO BENCHMARK -0.17% -0.38% 0.94% -0.21% -1.88%

Source: Praemium, RBA. Returns are after investment and admin fees. Returns are shown as annualised if the period is over 1 year. * Since Inception (SI) date is 23 December 2014.
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Important information

While every care has been taken in preparation of this document, InvestSMART
Financial Services Pty Ltd (ABN 70 089 038 531, AFSL 226435) (“InvestSMART")
makes no representations or warranties as to the accuracy or completeness of any
statement in it including, without limitation, any forecasts. Past performance is
not are liable indicator of future performance. This document has been prepared
for the purpose of providing general information, without taking account of any
particular investor’s objectives, financial situation or needs. An investor should,
before making any investment decisions, consider the appropriateness of the
information in this document, and see professional advice, having regard to the
investor’s objectives,financial situation and needs. This document is solely for the

use of the party to whom it is provided.

This document has been prepared by InvestSMART. Financial commentary contained
within this report is provided by InvestSMART. The information contained in this
document is not intended to be a definitive statement on the subject matter nor
an endorsement that this model portfolio is appropriate for you and should not be
relied upon in making a decision to invest in this product.

The information in this report is general information only and does not take into
account your individual objectives, financial situation, needs or circumstances.
No representations or warranties express or implied, are made as to the accuracy
or completeness of the information, opinions and conclusions contained in this
report. In preparing this report, InvestSMART has relied upon and assumed,
without independent verification, the accuracy and completeness of all information
available to us. To the maximum extent permitted by law, neither InvestSMART, their
directors,employees or agents accept any liability for any loss arising in relation
to this report.

The suitability of the investment product to your needs depends on your individual
circumstances and objectives and should be discussed with your Adviser. Potential
investors must read the PDS, Approved Product List and FSG along with any

accompanying materials.

Investment in securities and other financial products involves risk. An investment
in a financial product may have the potential for capital growth and income, but
may also carry the risk that the total return on the investment may be less than the
amount contributed directly by the investor.

Past performance of financial products is not a reliable indicator of future
performance. InvestSMART Financial Services Pty Ltd does not assure nor guarantee
the performance of any financial products offered.

Information, opinions, historical performance, calculations or assessments of
performance of financial products or markets rely on assumptions about tax,
reinvestment, market performance, liquidity and other factors that will be important
and may fluctuate over time.

InvestSMART Financial Pty Ltd, its associates and their respective directors and other
staff each declare that they may, from time to time, hold interests in Securities that
are contained in this investment product.
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