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EXECUTIVE SUMMARY

April was a good month for each Fund. The long term returns improved across the board compared to the
previous quarter. Equity markets were favourable in April. The investment in Pioneer Capital was revalued

upwards to 31 March due to its underlying investment in Rockit.

1 Month 3 Month 1 Year 3 Year (p.a.) Inception
% % % % (p.a.) %
CIF 1.3 0.1 6.6 6.7 7.2 7.8
CIF Objective 0.4 1.3 4.3 5.2 5.2 5.2
Over / Underperformance 0.9 -1.2 2.3 1.5 2.0 2.6
PRF 0.9 0.1 6.7 7.6 8.1 8.5
PRF Objective 0.5 1.4 4.8 5.8 5.8 6.5
Over / Underperformance 0.4 -1.3 19 1.8 2.3 2.0
IIF 0.9 -1.0 5.2 4.0 4.2
IIF Objective 0.5 1.4 4.8 5.8 5.8
Over / Underperformance 0.4 2.4 0.4 -1.8 -1.6
WCF 0.6 04 7.1 4.5 5.3
WCF Objective 0.3 0.9 3.1 3.8 3.8
Over / Underperformance 0.3 -1.3 4.0 0.7 1.5

e Each Fund outperformed their objective for the month
o CIF was positive, each asset class performed positively, with Australasian and Global equities the key
drivers
o PRF was positive with Aspiring and Mint the best performers over the month
IIF was positive, each fund performed positively, with Aspiring and Schroders the key drivers
W(CF was positive, each fund performed positively, Milford being the best performer over the period

e Each Fund outperformed since inception except the IIF. The long term performance of the IIF should
improve with the recent addition of two diversified growth managers. These longer term returns should
be the focus moving forward.

o The following transactions were made in April:
o Redemptions of $391,750 and $200,000 from Aspiring (PRF)
o Redemption of $391,750 from Milford Diversified Income (PRF)
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INTRODUCTION

This is the monthly investment report to the Northland Regional Council by Eriksens Global and is based on
the following Statement of Investment Policy and Objectives for each separate Fund:

e Community Investment Fund — September 2017

e Property Reinvestment Fund — September 2017

e Infrastructure Investment Fund — November 2017
e Short Term Investment Fund — May 2018

(Net of Fees)

Community Investment Fund

NZ CPI (rolling over three years) plus 4% per annum

Property Reinvestment Fund

Morningstar Unlisted and Direct Property Index plus 1% per annum
Infrastructure Investment Fund

New Zealand Official Cash Rate plus 4% per annum

Short Term Investment Fund

New Zealand Official Cash Rate plus 2% per annum

The NZ CPI (rolling over three years) as at March 2018 (latest data available) was 1.2% per annum. The Fund
objectives for shorter time periods (e.g. one month, three month) have been calculated from the one year
objectives. For example one month is 1/12th of the one year objective return; three months is % of the
return etc.

All performance figures are time-weighted returns shown net of fees, gross of tax and include currency gains
and losses associated with conversion back to NZD. Past performance is not necessarily a guide to future
performance and care should be exercised not to make decisions based on past performance only.

The returns have been calculated from monthly data provided by each asset manager. There may therefore
be a discrepancy if the amounts invested in a particular asset have changed during the month. If available,
the use of daily rather than monthly data might reduce this.

Each Fund is invested in a multi-manager structure, with the managed products holding their own individual
mandate (see Appendix 1).

Underlying Fund allocations are categorised as follows:
e Growth assets: global shares, Australasian shares, property and Australasian private equity
e Income assets: global bonds, Australasian bonds and other debt instruments
e Cash assets: cash or short duration bonds

The financial year-end for the Fund is 30 June, thus year-to-date returns are for ten months.
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MARKET PERFORMANCE

Financial market behaviour over the past year is summarised in the table below:

Index 1 Month 3 Month 1 Year
% % %
Global Equities
MSCI Emerging Markets 1.2 -4.6 20.6
S&P 500 (US) 0.3 -6.2 11.1
Nikkei 225 (Japan) 4.7 -2.7 17.0
FTSE 100 (UK) 6.4 -0.3 4.2
DAX (Germany) 43 -4.4 1.4
CAC 40 (France) 6.8 0.7 4.8
Trans-Tasman Equities
S&P/NZX 50 1.5 0.0 14.4
S&P/ASX 300 3.8 0.2 5.7
Bonds
S&P/NZX NZ Government Stock -0.2 0.8 3.5
S&P/NZX A Grade Corporate Bonds 0.1 0.7 4.2
Barclays Global Aggregate Bonds -0.4 0.3 2.1
FTSE World Government Bonds -0.4 0.9 2.4
Oil
West Texas Intermediate Crude Oil 5.6 5.9 39.0
Brent Crude Qil 8.3 8.8 47.2
NZD Foreign Exchange
AUD -0.8 2.1 1.7
EUR -0.6 -1.8 -7.5
GBP -0.5 -1.7 -3.6
JPY 0.5 -4.6 0.7
CNY -1.8 -4.4 -6.0
usD -2.3 -4.8 2.6

Source: Nikko Asset Management

We make the following key observations:
o The bounce back of equity market returns in April following two negative months
e Bond returns were negative in April (except NZ corporate bonds)
e Continued rise in oil prices; the dispute around sanctions on Iran’s production being a key factor in
supply
e Fallin the NZD over the month (except against the yen)
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COMMUNITY INVESTMENT FUND

1 Month 3 Month YTD** 1 Year 3 Year Inception
% % % % (p.a.) % (p.a.) %*

NZ Fixed Interest 1.0 0.5 4.5 5.3 6.6 8.4
Benchmark (Weighted Average) 0.4 1.1 3.7 4.3 4.4 3.9
Value Added 0.6 -0.6 0.8 1.0 2.2 4.5
Harbour Income 0.8 -0.2 2.5 3.3 4.8
Benchmark (NZ OCR + 3.5% p.a.) 0.4 1.3 4.1 4.7 4.3
Value Added 0.4 -1.5 -1.6 -1.4 0.5
Milford Diversified Income 1.2 0.7 5.5 6.7 8.9
Benchmark (NZ OCR + 2.5% p.a.) 0.3 1.0 3.5 4.2 4.5
Value Added 0.9 -0.3 2.0 2.5 4.4
Mint Diversified Income 0.7 0.5 3.7 4.1 5.0
Benchmark (NZ CPl + 3% p.a.) 0.4 1.2 3.8 4.3 4.3
Value Added 0.3 -0.7 -0.1 -0.2 0.7
Australasian Equities 1.6 04 10.9 12.4 9.9 12.6
Benchmark (Weighted Average) 0.7 2.2 7.3 8.9 9.4 9.6
Value Added 0.9 -1.8 3.6 3.5 0.5 3.0
Aspiring 2.1 -2.1 7.8 7.6
Benchmark (NZ CPI + 4% p.a.) 0.5 1.5 4.6 5.3
Value Added 1.6 -3.6 3.2 2.3
Milford Active Growth 15 13 12.2 14.1 10.6 13.0
Benchmark (10% p.a.) 0.8 2.4 8.3 10.0 10.0 10.0
Value Added 0.7 -1.1 3.9 4.1 0.6 3.0
Australasian Private Equity 0.5 3.6 25.3 15.5
Benchmark (Weighted Average) 1.5 2.6 14.3 18.6
Value Added -1.0 1.0 11.0 -3.1
MLCPE Il 0.7 -1.2
Benchmark (15% p.a.) 1.2 3.6
Value Added -0.5 -4.8
cca 0.0
Benchmark (NZX50 + 4%) 1.8
Value Added -1.8
PCP il 0.0 13.9 32.6 22.3
Benchmark (NZX50 + 4% p.a.) 1.8 1.0 14.6 19.0
Value Added -1.8 12.9 18.0 3.3
Global Equities 1.5 -1.2 5.7 2.5 4.9 4.5
Benchmark (Weighted Average) 0.6 1.8 5.7 6.8 6.8 7.0
Value Added 0.9 -3.0 0.0 -4.3 -1.9 -2.5
AMP Global Multi-Asset 0.8 -0.2 3.7 4.0 3.9
Benchmark (NZ CPIl + 5% p.a.) 0.6 1.7 5.5 6.3 6.3
Value Added 0.2 -1.9 -1.8 -2.3 -2.4
Schroders Real Return + 5% 1.7 -1.5 6.2 2.0 5.0 4.2
Benchmark (Aus CPI TM + 5% p.a.) 0.6 1.8 5.8 7.0 6.9 7.2
Value Added 1.1 -3.3 0.4 -5.0 -1.9 -3.0
Fund Objective 0.4 1.3 4.3 5.2 5.2 5.2
Value Added 0.9 -1.2 2.3 1.5 2.0 2.6

*Inception date was 31 December 2012
** The hedged Fund return for the year-to-date would have been 6.2%, compared to the unhedged return of 6.6%
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CIF MONTHLY RETURNS BY ASSET CLASS

=== 1 Month Asset Class Return % == 1 Month Benchmark Return % @ Fund Objective %
1.8 -

1.6

NZ Fixed Interest Australasian Equities Australasian Private Global Equities Total Fund
Equity

CIF MONTHLY RETURNS BY INDIVIDUAL MANAGER

=== 1 Month Manager Return % == 1 Month Benchmark Return % esmmm Fund Objective %

25 4
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The following table shows the movements of the AUD/NZD cross rate which affect the unhedged Schroders

and MLC returns. A negative change in the cross rate is beneficial to the unhedged NZD return, while a

positive change is detrimental to the unhedged NZD return.

1 Month 3 Month YTD 1 Year 3 Year
% % % % (p.a.) %
| AUD/NZD Cross Rate -0.8 2.1 2.2 1.7 1.1 |
Schroders RRF + 5% (NZD) 1.7 -1.5 6.2 2.0 5.0
Benchmark 0.6 1.8 5.8 7.0 6.9
Value Added 1.1 -3.3 0.4 -5.0 -1.9
Schroders RRF + 5% (AUD) 1.0 0.6 3.9 3.7 3.8
Benchmark 0.6 1.8 5.8 7.0 6.9
Value Added 0.4 -1.2 -1.9 -3.3 -3.1
MLC PE Il (NZD) 0.7 -1.2
Benchmark 1.2 3.6
Value Added -0.5 -4.8
MLC PE Il (AUD) -0.1 0.9
Benchmark 1.2 3.6
Value Added -1.3 -2.7
CIF ASSET ALLOCATIONS
Allocations Market Value Actual Target Difference Status
NZ$ % % %
Cash - 0.0 0<5<40 -5.0
Harbour Income 907,159
Milford Diversified Income 3,541,545
Mint Diversified Income 1,996,609
NZ Fixed Interest 6,445,313 46.6 25<45< 65 1.6
Income Assets 6,445,313 46.6 30<50<70 -3.4
Milford Active Growth 3,098,976
Aspiring 1,104,963
Australasian Equities 4,203,939 30.4 15<25<35 5.4
Continuity Capital No.4 89,495
PCP 1lI 46,717
MLC PE Il 100,275
Australasian Private Equity 236,488 1.7 0<5<10 -3.3
Schroders RRF 2,325,704
AMP GMAF 628,579
Global Equities 2,954,283 213 10<20<30 1.3
Growth Assets 7,394,710 53.4 30<50<70 34

ERIKSENSCGLOBAL
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CIF UNDERLYING FUND ALLOCATIONS

50.0 1q
Growth Assets, 45.7
45.0 -
I Assets, 40.0 New Zealand Assets, .
40.0 - neome Assets ew ea328|t12 SAslﬁzs'israllan Assets, 39.0
35.0 A
30.0 A
25.0 1 Global Assets, 22.8
20.0 A
15.0 4 Cash Assets, 14.3
10.0 4
5.0 A
0.0 -
Monthly % Change
Growth Assets Income Assets Cash Assets
0.6 0.0 -0.6
New Zealand Assets Australian Assets Global Assets
-1.2 0.8 0.3
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PROPERTY REINVESTMENT FUND

1 Month 3 Month 3 Year Inception**
% % % p.a. % p.a.
Australasian Private Equity
Continuity Capital 0.0 -0.6 4.7 4.5 11.8
Benchmark (NZX50 + 4%) 1.8 1.0 14.6 19.0 17.9
Value Added -1.8 -1.6 -9.9 -14.5 -6.1
MLCPE Il 0.7 -1.2
Benchmark (15% p.a.) 1.2 3.6
Value Added -0.5 -4.8
PCP Il 0.0 20.5 40.2 29.3
Benchmark (NZX50 + 4%) 1.8 1.0 14.6 19.0
Value Added -1.8 19.5 25.6 10.3
Australasian Equities
Aspiring 2.3 -2.0 8.0 7.8
Benchmark (CPI + 4%) 0.5 1.5 4.6 5.3
Value Added 1.8 -3.5 3.4 2.5
Mint Trans-Tasman Equities 1.6 2.3 13.2 17.0
Benchmark (NZX50) 1.5 0.0 10.9 14.4
Value Added 0.1 2.3 2.3 2.6
QuayStreet Altum 0.5 -1.7 14.0 13.6
Benchmark (OCR + 6%) 0.6 1.9 6.4 7.8
Value Added -0.1 -3.6 7.6 5.8
Salt Long Short -1.4 0.1 -0.3 0.8
Benchmark (OCR + 5%) 0.5 1.6 5.6 6.8
Value Added -19 -1.5 -5.9 -6.0
Diversified Income
Milford Diversified Income 1.2 0.7 5.5 6.4 8.8 9.4
Benchmark (OCR + 2.5%) 0.3 1.0 3.5 4.2 4.5 4.6
Value Added 0.9 -0.3 2.0 2.2 4.3 4.8
Mint Diversified Income 0.7 0.5 3.8 4.3 5.1 5.8
Benchmark (CPI + 3%) 0.4 1.2 3.8 4.3 4.3 4.0
Value Added 0.3 -0.7 0.0 0.0 0.8 1.8
Quay Street Income 0.2 -0.2 3.2 3.9
Benchmark (OCR + 2%) 0.3 0.9 3.1 3.8
Value Added -0.1 -1.1 0.1 0.1
Total Assets
Total Fund 0.9 0.1 6.7 7.6 8.1 8.5
Fund Objective (MStar Prop + 1%) 0.5 14 4.8 5.8 5.8 6.5
Value Added 0.4 -1.3 1.9 1.8 2.3 2.0

* The hedged Fund return for the year-to-date would have been 6.7%, compared to the unhedged return of 6.7%
**Inception is measured from 30/09/2014
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PRF MONTHLY RETURNS BY INDIVIDUAL MANAGER

=== 1 Month Manager Return % === 1 Month Benchmark Return % e Fund Objective %

Continuity Capital

MLC PE Il

PCP Il

Aspiring

Mint Trans-Tasman Equities
QuayStreet Altum

Salt Long Short

Milford Diversified Income
Mint Diversified Income
Quay Street Income

Total Fund

1 Month 3 Month

%

' AUD/NZD Cross Rate -0.8 2.1 |
MLC PE Il (NZD) 0.7 -1.2
Benchmark 1.2 3.6
Value Added -0.5 -4.8
MLC PE Il (AUD) -0.1 0.9
Benchmark 1.2 3.6
Value Added -1.3 2.7
ERIKSENSGLOBAL Page | 11
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PRF ASSET ALLOCATIONS

Allocations Market Value Actual Allocation  Target Allocation Status

NZ $ % %
Aspiring 3,739,926 17.1 10<15<20
Mint Trans-Tasman Equities 4,068,150 18.6 10<15<20
QuayStreet Altum 1,177,893 5.4 0<5<10
Salt Long Short 1,736,235 79 0<5<10
Australasian Equities 10,722,204 49.0 40
Continuity Capital No.2 919,843 4.2 0<5<25
PCP 1lI 46,717 0.2 0<25<25
MLC PE Il 100,275 0.5 0<25<25
Australasian Private Equity 1,066,835 4.9 10
Milford Diversified Income 3,319,123 15.2 0<10<20
Mint Diversified Income 3,765,049 17.2 10<25<40
Quay Street Income 3,007,520 13.7 5<15<20
Diversified Income 10,091,692 46.1 50
Cash 0 0.0

TotalAssets 2180731 1000 100

| PRF UNDERLYING FUND ALLOCATIONS

70.0 1~
60.0 Growth Assets, 58.3 New Zealand Assets,
’ 56.2
50.0 A
40.0 A
Australian Assets, 34.2
Income Assets, 29.4
30.0 A
20.0 A
Cash Assets, 12.3
Global Assets, 9.6
10.0 1
0.0 -
Monthly % Change \
Growth Assets Income Assets Cash Assets
2.1 0.1 -2.2
New Zealand Assets Australian Assets Global Assets
-2.0 1.7 0.3
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INFRASTRUCTURE INVESTMENT FUND

Aspiring 2.1 -2.1

Benchmark (CPI + 4%) 0.5 1.5

Value Added 1.6 -3.6

Castle Point 5 Oceans 0.2 -0.5 7.0

Benchmark (OCR + 3%) 0.4 1.2 3.9

Value Added -0.2 -1.7 3.1

Schroders RRF CPI + 5% 1.7 -1.5

Benchmark (Aus TM CPI + 5%) 0.2 0.5

Value Added 1.5 -2.0

BlackRock FIGO 0.5 -3.3 4.6 15

Benchmark (AusBond BB + 4%) 0.5 1.4 4.8 5.8

Value Added 0.0 -4.7 -0.2 -4.3

Harbour Income 0.8 -0.2 2.3 3.2 5.0
Benchmark (OCR + 3.5%) 0.4 1.3 41 4.7 4.4
Value Added 0.4 -1.5 -1.8 -1.5 0.6
Milford Diversified Income 1.2 0.7

Benchmark (OCR + 2.5%) 0.3 1.0

Value Added 0.9 -0.3

Mint Diversified Income 0.7 0.5 2.0 2.5 4.4
Benchmark (CPI + 3%) 0.4 1.2 3.8 4.3 4.2
Value Added 0.3 -0.7 -1.8 -1.8 0.2
Total Fund 0.9 -1.0 5.2 4.0 4.2
Fund Objective (OCR + 3%) 0.5 1.4 4.8 5.8 5.8
Value Added 0.4 -2.4 0.4 -1.8 -1.6

* The hedged Fund return for the year-to-date would have been 4.1%, compared to the unhedged return of 5.2%
** Inception is measured from 31 July 2015
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[ITF MONTHLY RETURNS BY INDIVIDUAL MANAGER

=== 1 Month Manager Return % == 1 Month Benchmark Return % e Fund Objective %
2.5 -

2.1

1.5 A

Aspiring Castle Point 5 Schroders RRF BlackRock FIGO  Harbour Milford Mint Total Fund
Oceans CPl +5% Income Diversified Diversified
Income Income

The following table shows the movements of the AUD/NZD cross rate which affect the unhedged returns of
the investments in Schroders and BlackRock. A negative change in the cross rate is beneficial, while a
positive change is detrimental to the NZD return.

1 Month 3 Month

%

| AUD/NZD Cross Rate -0.8 2.1 2.2 1.7 |
Schroders RRF + 5% (NZD) 1.7 -1.5
Benchmark 0.2 0.5
Value Added 1.5 -2.0
Schroders RRF + 5% (AUD) 1.0 0.6
Benchmark 0.2 0.5
Value Added 0.8 0.1
BlackRock FIGO (NZD) 0.5 -3.3 4.6 15
Benchmark 0.5 1.4 4.8 5.8
Value Added 0.0 -4.7 -0.2 -4.3
BlackRock FIGO (AUD) -0.3 -1.2 23 3.2
Benchmark 0.5 1.4 4.8 5.8
Value Added -0.8 -2.6 -2.5 -2.6
ERIKSENSGLOBAL Page | 14
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I[IF ASSET ALLOCATIONS

Allocations Market Value Actual Target Status
NZ$S % %
Aspiring 1,039,343 11.3 0<10<20
Castle Point 5 Oceans 2,953,624 32.1 10<30<40
Schroders RRF 5% 1,519,637 16.5 0<10<20
Diversified Growth 5,512,604 60.0 50
BlackRock FIGO 1,122,435 12.2 0<10<20
Harbour Income 1,262,382 13.7 0<10<20
Milford Diversified Income 1,260,765 13.7 0<10<20
Mint Diversified Income 33,078 0.4 0<10<20
Schroders RRF 3.5% 0 0.0 0<10<20
Diversified Income 3,678,659 40.0 50
BlackRock FIGO (AUD) 1,047,715
Schroders RRF 5% (AUD) 1,418,476

[ITF UNDERLYING FUND ALLOCATIONS

60.0 1~
Income Assets, 49.7
50.0 A
Global Assets, 41.7
New Zealand Assets,
40.0 1
Growth Assets, 36. 378
30.0 A
ustralian Assets, 20
20.0 A
Cash Assets, 13.7
10.0 1
0.0 -
Monthly % Change \
Growth Assets Income Assets Cash Assets
0.9 0.1 -1.0
New Zealand Assets Australian Assets Global Assets
-0.5 0.1 04
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SHORT TERM INVESTMENT FUND

1 Month 3 Month 1 Year Inception**
% % % %
Diversified Income
Milford Diversified Income 1.2 0.6
Benchmark (OCR + 2.5%) 0.3 1.0
Value Added 0.9 -0.4
Mint Diversified Income 0.6 0.4 3.7 4.1 3.8
Benchmark (CPI + 3%) 0.4 1.2 3.8 4.3 4.7
Value Added 0.2 -0.8 -0.1 -0.2 -0.9
Diversified Growth
Castle Point 5 Oceans 0.2 -1.6
Benchmark (OCR + 3%) 0.4 1.2
Value Added -0.2 -2.8
Total Assets
Total Fund 0.6 -0.4 7.1 4.5 5.3
Fund Objective (OCR + 2%) 0.3 0.9 31 3.8 3.8
Value Added 0.3 -1.3 4.0 0.7 1.5

* The hedged Fund return for the year-to-date would have been 3.8%, compared to the unhedged return of 7.1%
** Inception is measured from 31 March 2016

STIF MONTHLY RETURNS BY INDIVIDUAL MANAGER

=== 1 Month Manager Return % === 1 Month Benchmark Return % e Fund Objective %
1.4 ~

Milford Diversified Income Mint Diversified Income Castle Point 5 Oceans Total Fund

ERIKSENSCGLOBAL Page | 16

Actuaries & Investment Strategists



Northland Regional Council
Monthly Report 30 April 2018

STIF ASSET ALLOCATIONS

Allocations Market Value Actual Target Status
NZ$ % %

Harbour Income 0.0 0<20<40

Milford Diversified Income 428,704 30.4 0<20<40

Mint Diversified Income 269,842 19.1 0<20<40

QuayStreet Income 0.0 0<20<40

Diversified Income 698,546 49.5

Castle Point 5 Oceans 711,701 50.5 0<20<40

Diversified Growth 711,701 50.5

|STIF UNDERLYING FUND ALLOCATIONS

60.0 1~
50.0 A Income Assets, 48.3
New Zealand Assets,
41.8
Growth Assets, 39.
40.0 A
Global Assets, 34.2
30.0 A
ustralian Assets, 24
20.0 A
Cash Assets, 12.2
10.0 1
0.0 -
Monthly % Change ‘
Growth Assets Income Assets Cash Assets
0.5 0.1 -0.7
New Zealand Assets Australian Assets Global Assets
-0.6 0.6 0.0
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Unemployment in New Zealand improved in the March quarter, falling to a new nine-year low of 4.4%.
However, wage growth remains elusive with the Labour Cost Index up 0.3% for the quarter and stable at
1.9% over the past year. On balance, this suggests that the Reserve Bank won’t be increasing the OCR for
some time yet. A number of market economists have placed this as late 2019 and it seems more are coming
around to that position. With no signs of employment going horribly wrong it seems unlikely that there will
be a cut in the OCR in the short term.

Net migration rose slightly on a monthly basis although the annual rate dropped to its lowest in two years
(to a still high 67,984). Treasury expects this to drop sharply over the next few years to around 22,000. Such
a drop would certainly be of assistance to Auckland’s housing pressures.

Over in Australia the RBA left their cash rate on hold at 1.5% at its most recent meeting. Like New Zealand,
they are finding that inflationary pressures are not there despite a relatively low amount of slack in the
economy. Unemployment at 5.5% is higher across the ditch and the decline seen last year has stopped.
However, wage growth is still muted.

The Bank is forecasting growth to be 3% for the next two years helped by high oil and commodity prices.
This should help to remove some slack from the economy and push up wage growth from the current 2%
levels.

The Bank has taken the view that, although progress is very slow, it is in the right direction and they prefer to
take a longer term view on normalisation rather than a short term adjustment to the cash rate. However,
they did note concerns relating to potential global protectionism which has perhaps influenced that position
(leaving as much powder dry as possible).

After reaching a market peak in January, US day-to-day market swings over the past six weeks have been
severe. So whilst there really hasn’t been a big overall change in market levels the modest decline from the
top masks a ton of ups and downs along the way.

So what’s happening? This market cares about two things and two things only — the price of money
(interest rates) and the real return on invested capital (growth). If either can be represented with a positive
narrative, then the market can rise. Even if the Fed is raising interest rates, so long as they’re doing it “for
the right reasons” (meaning strong economy), then the market can go up. Likewise, if growth is anaemic,
but the Fed “has got your back”, the market can go up. Since the GFC, global growth and productivity has
disappointed; however, very accommodative monetary policy is why the S&P 500 reached all-time highs at
the end of January.

The positive equity markets have recently soured due to two reasons - inflation and a possible trade war.
The first reason strikes at the “real” aspect of economic growth (see real yields in the following graph). The
latest FOMC meeting was uneventful, members voting unanimously to leave rates unchanged and signalling

|”

further “gradual” increases going forward (the market has priced a June rise in at 100%). Firmer inflation in

recent months has resulted in a wording change to “moved close to 2%” from “continued to run below 2%”.
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A reference to the inflation target as “symmetric” suggests they will not overreact to any modest target
overshooting although this is still consistent with a long series of gradual increases.

Ten-year government bond yields adjusted for headline consumer-price inflation
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Source; FactSet

The second reason equity markets have soured strikes at the absolute or nominal level of growth. The
threat of a trade war creates uncertainty and ultimately undermines confidence. Whilst markets may
continue to bounce around near current levels, the risk is weighted to the downside.

In addition to these factors, the amount of debt in the global economy is also a serious concern, particularly
with interest rates starting to rise. According to the International Monetary Fund the global economy is
more indebted than before the financial crisis; urgent action is needed to address this before the next
downturn occurs. A stronger fiscal position will mean a country can better manage a downturn where
liquidity is tighter.
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COMMUNITY INVESTMENT FUND

The Fund Objective is the annualised three year rolling New Zealand CPI plus 4% per annum.

Asset Class Manager Fund Benchmark
NZ Fixed Interest Harbour Income NZ OCR + 3.5% p.a.

Milford Diversified Income NZ OCR + 2.5% p.a.

Mint Diversified Income NZ CPI + 3% p.a.
Australasian Equities Milford Active Growth 10% p.a.

Aspiring Aspiring NZ CPI + 4% p.a.
Australasian Private MLC PE Il 15% p.a.
Equity Continuity Capital Private Equity Fund NZX 50 Gross Index + 4% p.a.

No.4 LP
Pioneer Capital PCP 1lI NZX 50 Gross Index + 4% p.a.

Global Equities Schroders

Real Return + 5%

Australian CPI (trimmed mean) + 5% p.a.

AMP Capital NZ

Global Multi-Asset

NZ CPI + 5% p.a.

PROPERTY REINVESTMENT FUND

The Fund Objective is the Morningstar Unlisted and Direct Property Index plus 1% p.a. over rolling three

years periods.

Asset Class Manager Fund Benchmark
Diversified Income Milford Diversified Income NZ OCR + 2.5% p.a.

Mint Diversified Income NZ CPI + 3% p.a.

QuayStreet Income NZ OCR + 2% p.a.
Australasian Equity Aspiring Aspiring NZ CPl + 4% p.a.

Mint Trans-Tasman Equities NZX 50 Gross Index

QuayStreet Altum NZ OCR + 6% p.a.

Salt Long Short NZ OCR + 5% p.a.
Australasian Private Continuity Capital Private Equity Fund No.2 LP NZX 50 Gross Index + 4% p.a.
Equity MLC PE Il 15% p.a.

Pioneer Capital PCP IlI NZX 50 Gross Index + 4% p.a.
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INFRASTRUCTURE INVESTMENT FUND

The Fund Objective is the New Zealand Official Cash Rate plus 4% p.a. over rolling three year periods.

Asset Class Manager Fund Benchmark
Diversified Growth Aspiring Aspiring Fund NZ CPI + 4% p.a.

Castle Point 5 Oceans NZ OCR + 3% p.a.

Schroders RRF CPI + 5% Australian CPI (trimmed mean) + 5% p.a.
Diversified Income BlackRock Fixed Income Global Bloomberg AusBond Bank Bill Index + 4% - 6%

Opportunities p.a.*

Harbour Income NZ OCR + 3.5% p.a.

Milford Diversified Income NZ OCR + 2.5% p.a.

Mint Diversified Income NZ CPI + 3% p.a.

Schroders RRF CPI + 3.5% Australian CPI (trimmed mean) + 3.5% p.a.

*QOur analysis uses + 4% as the benchmark

SHORT TERM INVESTMENT FUND

The Fund Objective is the New Zealand Official Cash Rate plus 2% p.a. over rolling three year periods.

Asset Class Manager Fund Benchmark
Diversified Income Milford Diversified Income NZ OCR + 2.5% p.a.
Mint Diversified Income NZ CPI + 3% p.a.
Diversified Growth Castle Point 5 Oceans NZ OCR + 3% p.a.
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APPENDIX 2: NRC TOTAL FUNDS UNDER MANAGEMENT

0,
Manager NRC Total OCHILC
FUM Total
FUM
AMP Capital NZ Global Multi-Asset 628,579
NZ Short Duration 0 628,579 14
Aspiring Aspiring 1,104,963 3,739,926 1,039,343 5,884,233 12.7
BlackRock FIGO 1,122,435 0 1,122,435 2.4
Castle Point 5 Oceans 2,953,624 711,701 3,665,324 7.9
Continuity Capital No.2 LP 919,843 919,843 2.0
No.4 LP 89,495 89,495 0.2
Harbour Income 907,159 1,262,382 2,169,540 4.7
Milford Active Growth 3,098,976
Diversified Income 3,541,545 3,319,123 1,260,765 428,704 11,649,113 251
Mint Diversified Income 1,996,609 3,765,049 33,078 269,842
Trans-Tasman Equities 4,068,150 10,132,728 219
MLC PE Il 100,275 100,275 200,550 0.4
Pioneer Capital PCP IlI 46,717 46,717 93,434 0.2
QuayStreet Altum 1,177,893
Income 3,007,520 4,185,412 2.0
Salt Long Short 1,736,235 1,736,235 3.7
Schroders Real Return +3.5%
Real Return + 5% 2,325,704 1,519,637 3,845,341 83
Self-managed Cash 0 0 0.0

Note: all values are in NZD

The exposure to Milford is above the 20% target exposure to any one manager and will need to be reduced.
Mint is also slightly above the 20% threshold.

|FUNDS DENOMINATED IN AUD

CIF PRF IIF STIF Total AUD |
BlackRock FIGO 1,047,715 0 1,047,715
MLC PE Il 93,600 93,600 187,200
Schroders Real Return + 3.5% 0 0
Schroders Real Return + 5% 2,170,884 1,418,476 3,589,360

| PRIVATE EQUITY — COMMITTED CAPITAL (CALLED VS UNCALLED)

Committed Capital Called Uncalled

S S S
Continuity Capital No.4 (NZD)  CIF 1,000,000 100,000 900,000
Continuity Capital No.2 (NZD)  PRF 2,000,000 1,300,000 700,000
CIF 500,000 92,500 407,500

MLC PE Il (AUD 2 ’ :
CPEII(AUD) PRF 500,000 92,500 407,500
CIF 500,000 50,930 449,070

pi ital Ill (NZD 2 ’ :
foneer Capital lll (NZD) PRF 500,000 50,930 449,070
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NRC TOTAL UNDERLYING F
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