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“In the real world things generally fluctuate between
“pretty good” and “not so hot” but in the investing world
perception often swings from “flawless” to “hopeless”
“Defense is more important than offense”

— Howard Marks
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Point of maximum
“Wow, I feel financial risk
great about this E
investment.” “Temporary setback.
I'm a long-term investor.”
Euphoria

Excitement

Optimism (@) (@ Optimism

Point of maximum
financial opportunity () Reliet

“Maybe the markets
just aren't for me.”
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Markets are much more volatile than changes to GDP

Volatility Comparison
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Afacro = Still-challenged and = Moderate Dut = Girowth is bacl:, but = Waak and
Errwiroerrmant | uncertain outhook improwving plateauing detericrating
. = accelarating credit = Renewed confidence - Credit growth and
Avm.luw IE?IE::IQ} .2". [. EE;P'::I growth, but still below  drives private sector awvailakility stalls as
historical trend debt growth confidence shaken
c - Companies cut back
Corp. - Companies shora up |~ Leverage and = Optimism amnd credit due to high
A P balance sheaets; focus appetite for risk-taking encourages large- bormowinas. and
gorasss on survineal still low, but rising scale MEA and capex gs,

wealkening cashflow

Source: Morgan Stanley
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Lots of indicators point to us being very late in the cycle
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Signal

2007 Cycle Current Cycle
Most
Extreme

Credit Cycle Indicator Level 10 11 12 13 14 15 16 17 18
Loan Covenant Quality Indicator (higher worse) 249 na na 32 3.5 38 3.8 4.1 40 4.1
New Issue Leverage on all 1L Loans (x) 36 29 32 34 36 38 36 39 39 42
LBO fransactions > 6x Leverage 51% 6% 2% 21% 27% 47% 40% 46% 46% 48%
Debt Cushion Below Loan 35% 32% 31% 28% 25% 25% 25% 25% 23% 22%
Loan Deals with EBITDA Adjustment 19% 10% 16% 14% 1% 15% 2% 16% 20% 27%
Loan B- or Below % of Issuance 13% 5% % 10% 13% 19% 12% 11% 15% 22%
LBO Purchase Price Multiple (x) 97 8.5 8.8 8.7 8.8 9.7 103 10.0 10.6 106
VA Loan Violumes {3bn) 91 3 36 55 79 122 108 93 143 170
% of US Spec Grade Issuers with B2 or Lower CFR 53.2% 55.8% 56.3% 58.3% 60.9% 62.7% 63.3% 62.8% 62.8% 63.7%
Credit Cycle Growth in Loans Outstanding 458% -14% -11% -5% 18% 44% 51% 52% T0% 88%
Credit Cycle Growth in IG Outstanding 71% 25% 38% 55% 2% 85% 108% 127% 138% 142%
Credit Cycle Growth in BBB Outstanding (Non-Fin) 51% 26% 33% 58% 80% 93% 133% 146% 167% 181%
IG Gross Leverage (x) 175 176 1.80 187 195 203 222 239 244 243
Debt / GDP - Non-Financial Corporates 454% 39.7% 40.4% 41.0% 415% 42 1% 44 0% 44 9% 456% 46.2%
Ex-Fin Net Stock Buyback Volumes S&P 500 ($bn) 420 189 272 260 321 398 382 326 342 428
M&A Issuance % of IG Supply 9% 7% 11% 14% 12% 11% 25% 22% 17% 25%
Non-US Cwnership of Corporates 26.1% 23.7% 232% 234% 241% 247% 26.0% 28.0% 29.9% 28.3%
HY Gross Leverage (x) 351 387 346 397 382 390 455 473 454 438
Debt/ GDP - Non-Mige Consumer 18.2% 17.4% 17.5% 17.8% 18.1% 18.6% 18.6% 19.2% 19.3% 19.1%
CRE Price Index 106 70 75 79 a7 98 107 17 126 133
Consumer Confidence index 112 63 65 67 78 93 96 113 123 135
LTMIG Issuance % of IG Outstandings 25% 13% 12% 17% 15% 16% 17% 16% 16% 12%
Mutual Fund/ETF Ownership of Corporates 11.2% 13.0% 12.9% 14.9% 15.7% 15.7% 152% 15.3% 15.8% 15.9%
Auto Origination < 620 FICO ($bn) 139 60 71 90 98 109 125 119 114 115
MEALBO Issuance % of HY/Loans Supply 4% 26% 29% 2% 28% 44% 51% 3%% 25% 46%
Credit Cycle Growth in HY Outstanding 110% 39% 45% 60% 84% 92% 97% 93% 96% 91%
LBO Loan Volumes ($bn) 160 29 42 42 69 76 60 69 111 119
IG Cash / Debt 14.2% 27.5% 24.3% 21.1% 23.1% 226% 17.3% 19.4% 18.7% 13.6%
IG Interest Coverage Ratio (x) 102 11 118 115 11.5 122 11 103 10.2 98
Global CLO Volume (Sbn) 151 5 12 53 92 143 112 90 142 176
HY/Loan lssuance % of Outstanding 28.2% 17.6% 9.3% 19.1% 22.5% 18.0% 8.8% T6% 11.1% 9.3%
YoY C&I Loan Growth 20.5% -5.1% 9.7% 13.5% 6.4% 12.0% 10.4% T1% 1.5% 52%
CCC or Below Share of HY New Issuance 15.2% 6.6% 9.3% 102% 12.3% 10.3% 54% 41% 10.3% 84%
HY Interest Coverage Ratio (x) 386 393 414 3.89 441 491 4.32 377 419 4.58
IG Capex / Sales 52% 41% 4.3% 4.4% 45% 44% 47% 4.6% 44% 44%
Debt / GDP - Consumer 97.7% 90.1% 86.0% 83.1% 80.4% 78.4% T72% T7.0% 76.4% 75.4%
Debt/ GDP - Financial Corporales 1246% 100.6% 94.4% 89.9% 87.2% 85.2% 82.6% 822% 80.2% 78.7%
Housing Origination < 620 FICO (Sbn) 403 77 53 56 67 59 68 69 75 66

A very flat yield curve
Consumer confidence turning
Business conditions turning
Peak in earnings growth
Significant weakness in cyclicals
Trough in Financial Conditions

Increased number of idiosyncratic
(single name) problems

rUUUUUUFDUUDDUDDDFUUUUUUUUUHUUBUBDHEUU

Source: Morgan Stanley
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US market has just entered the ... but equity market not really pricing
downturn phase... anything in just yet
US Cycle Indicator Probability . .
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Source: Haver Analytics, Morgan Stanley Research Source: Bloomberg, Morgan Stanley Research




CYCLES g Exteiom

“Two things usually end them (expansions)...one is financial
imbalances and the other is the Fed” - Ben Bernanke

“Expansions don’t die of old age. They get murdered” - Janet Yellen

“Its credit which helps expansions reach old age and credit which
eventually kills them” - Matt King
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CB asset purchases have declined by about ...but overall CB balance sheets are still very
$1t over the last year... accommodative
e s L Figure 15: Central bank balance sheet reduction
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Market pricing in 100% chance of a cut in ...while market pricing about 56% chance
rates by the Fed this year... of another RBA cut this year

Market Fed Probabilities Market RBA Probabilities
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Monetary policy only works if it stimulates ...but what if monetary policy has lost
demand for credit.... effectiveness?
Euro area Japan
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“Wow, I feel
great about this
investment.”

Excitement

Optimism (@)

Point of maximum
financial risk

&

Euphonia

“Temporary setback.

g I'm a long-term investor.”

(@ Optimism

Point of maximum
financial opportunity

“Maybe the markets
just aren't for me.”
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Credit spreads tend to be the canary in .. credit mostly leads while equities
the coalmine... mostly lag
US Cyclical Indicator Chg to Downturn US Cycle Indicator - Chg to Downturn
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Source: Morgan Stanley Source: Morgan Stanley
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« Every cycle is different but they generally follow similar patterns

« We think the Downturn phase is close, but equity markets aren’t yet pricing in that

risk
« Central Bank accommodation has extended the cycle

« Very difficult to predict exactly when the cycle will turn
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Equities

Cash

Duration (Gov’t) Neutral

Source: Daintree Capital
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But what do you do when interest rates are near there all time lows?

10 Year Government Bond Yields 0% 1 ——Shottdemrales  ====Longterm rates
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Source: Bloomberg
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Source: Daintree Capital
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Good luck getting the optimal allocation
right all the time...
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... but in more realistic terms we need
to make some tweaks as we move
through the cycle

Optimal multi-asset allocation since 1985: Cyclical patterns
Optimal N1Y Allocation
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Optimal Allocation From Expansion to Downturn
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Credit offers positive risk-adjusted returns, ...but be careful of single-B and CCC exposure
particularly in Australia

Time series: Proportion of issuersto default, by rating:
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Investing passively is not a good idea: a low ...and excessive duration. Active
rate environment can give rise to zombies... management IS very important
Unprofltablllty pays. Bloomberg Composite Bond Index Modified Duration
Proportion of loss-making companies in Russell 3000 55
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Source: GMO, Citi Research. See . J. Montier, Dec18; 3.0
also . BIS, Sep18; also - 07 08 09 10 11 12 13 14 15 16 17 18
Source: Citigroup Source: Bloomberg, Daintree Capital
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Why do you have fixed income in your portfolio?

Provide a regular income Help protect my risk assets when things go bad

Limited duration Greater duration
Greater credit risk Less Credit Risk
Higher Yield Lower Yield

Limited protection against equity sell off Some protection against equity sell off

“‘Ideally you could have a fund that offers elements of both”
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What does all this mean for your clients?

« Think about increasing defensive assets given where we are in cycle:

cash, TDs, duration and defensive alternatives (Investment Grade)
« Australian Investment Grade credit is a good safe place to seek shelter

« Most fixed income is overexposed to interest rate risk: Duration will be
a less reliable protection going forward. Our modelling suggests

overall FI duration of no more than 3 years makes sense
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Return Target (net) RBA Cash +150-200bps RBA Cash +300-400bps
Application TD Alternative/Enhanced Cash Equity/Hybrid Alternative
Investment Grade, High Yield 90-100%, 0-10% 50-100%, 0-50%
Average Credit Quality A+/A BBB/BBB-
Minimum Security Rating BB- N/A

Foreign Country Risk 0-40% 0-100%
Duration Range -1 to +3 Range -2 to +4
AUD exposure 95% - 105% 90% - 110%
Securities 100-150 200-400
Distribution Frequency Monthly Monthly
Liquidity Daily Daily

Retail PDS Fee 50 bps 75 bps
Suggested Minimum Timeframe 3 years 3 —5years
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« Benchmark unaware, absolute return focus

» Focus on capital protection, income generation and asset liquidity
« Achieving targeted returns with minimal risk

« Highly diversified, conservative portfolio construction

* Flexible approach with multiple sources of return

« Strong ESG focus
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Net return of 1.81% annualised above RBA cash since inception with no negative months

Daintree Core Income Trust vs TDs vs Cash
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Source: Bloomberg, Daintree
Returns are net of standard 0.60%pa fees. Past performance is not a reliable indicator of future performance.
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Core Income Fund Distributions
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“Stable monthly distributions”
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DAINTREE CORE INCOME PERFORMANCE
N ) Sy PSS Py e P

—-19
Franklin Australian AR Bond 0.23%  0.41% 0.03% 0.21% 0.01% 0.32%  0.50% 0.74% 0.89% 56%  0.66% 0.48% 3.74% 0.86%

Daintree Core Income Trust A+ 0.4 0.20% 0.26% 0.19% 0.21% 0.03%% 0.15% 0.28% 0.31% 0.75% 0.42% 0.41% 0.39% 3.32% 0.54%

Perpetual Wholesale Diversified Income Undiscl Undiscl 0.47%% 0.21% 0.25% 0.14% -0.20% -0.36% 0.71% 0.40% 0.43% 0.52% 0.12% 0.45% 3.22% 0.98%

Kapstream Absolute Return A 0.7 0.20%  0.34% 0.12%  0.27% -0.04% 0.10% 0.31% 0.38% 0.64% 0.37% 0.41% 0.32% 3.07% 0.53%
Janus Henderson Tactical Income AL~ 1.1 0.25%  0.29% 0.14%  0.27/%  0.08% 0.17%  0.30% 0.32% 0.40% 0.494% 0.31% 0.23% 3.0/% 0.36%
Realm Cash Plus Fund - Ordinary A Undiscl 0.25% 0.22% 0.22%  0.27%  0.20% 0.19%  0.29%  0.28% 0.28% 0.394% 0.27% 0.24% 2.96% 0.14%
Macquarie Income Opportunities A- 1.0 0.38%  0.25% 0.14% -0.11% -0.19%% 0.23% 0.71% 0.47% 0.68% 0.47% 0.21% 0.68% 2.95% 1.00%
AMP Capital Corporate Bond A- 0.5 0.30%  0.29% 0.25%  0.20% -0.03% 0.07% 0.20%  0.47% 0.39%  0.530%  0.25% 0.18% 2.93% 0.44%
Smarter Money Higher Income A 0.1 0.35% 0.37% 0.17% 0.16% -0.22% 0.18% 0.33% 0.34% 0.43% 0.45% 0.31% 0.41% 2.82% 0.62%
Mutual Enhanced Cash Undiscl 0.1 0.26%  0.30% 0.21%  0.21%  0.02% 0.03%  0.20%  0.48% 0.38% 0.40%  0.19% 0.34% 2.82% 0.37%
T. Rowe Price Dynamic Global A 1.2 0.48% -1.08% 0.71% 0.39% -0.21% 1.17% -0.B1% -0.19% 0.07% -0.10% 2.27% -0.82% 1.23% 2.50%

Miscellaneous

Ausbond Composite 0+ Abl+ 5.4 0.16% 0.81% -0.42% 0.48% 0.24% 1.50%  0.63% 1.05%0 1.90%  0.07% 1.40% 1.23% 6.20% 2.23%
Ausbond Credit FRM Index Al 0.1 0.30%  0.28% 0.22%  0.23%  0.09% 0.12%  0.28% 0.43% 0.40% 0.35% 0.17% 0.25% 2.87% 0.32%
1 Year Major Bank Term Deposit Al 0.0 0.19%%  0.19% 0.18%  0.19% 0.18% 0.19%  0.18% 0.17% 0.17%  0.19% 0.18% 0.17% 2.22% 0.03%
Ausbond Bank Bill Index Al 0.1 0.19% 0.17% 0.16% 0.17/% 0.15% 0.15% 0.17/% 0.17% 0.16% 0.1/% 0.15% 0.13% 1.87% 0.05%
REA Cash Rate AR 0.0 0.13%%  0.13% 0.13%  0.13%  0.13% 0.13% 0.13% 0.13% 0.13% 0.13% 0.13% 0.11% 1.49% 0.01%

* Average rating is based on disclosed rafing as st month end over observation perod
= Esfimale average duration since inceplion of Dainfree Core (ncorme Fund T Jwly 2077
T Annualised refurns for each fund since fhe incepfion of the Dainfree Cove Income Fund T July 2007 or as at inceplion dafe of peer fund if launched after Core Income Fund

This pesr group has bean chosen based on Daintres’s expenence and feedback from market paricipants as to the funds that are managed with reasonably similar objecfives and
risk profiles. The seleclions are sulyective and in no way meant fo be definifive or exhaustive. Whilst every effort has been made fo ensurs thal the information is sccurals; s
accuracy, reliabilify or cormplefeness is nof guaranteed. Daintres expressly adwises that it shall not be Kable in any way whatsoever for any loss or damage which may be suffered
by any person relying upon such information or otherwise arising in connection with the content of or any aomission from it. Dafa has been sourced from Bloomberng, Morningstar
and company websites, Al performancs figures nef of fees.




Daintree

CAPITAL

DAINTREE HIGH INCOME PERFORMANCE

PIMCO Capital Securities Whaolesale undiscl Undiscl -1.74% 0.31% 3.13% 1.58% 0.39% 2.36% -0.93% 2.57% J7.B1% 1.63%

BetaShares Active Australian Hybrids Fd Undiscl Undiscl -0.20% 0.82% 0.68% -0.53% 1.05%0 0.60%0 1.09% 1.42%  5.02% 0.62%

Daintree High Income Trust BBB+ 0.5 -0.38% -0.27% 1.04% % 0.61%% 0.68%% 0.90%% 0.21% 0.98% 3.82% 0D0.52%
AB Dynamic Global Fixed Income Undiscl 1.8 -0.06%  0.44% 0.74% 0.51% 0.48%0 0.47 % 0.349% 0.75%  3.73% 0.24%
Janus Henderson Diversified Credit BEE 0.6 -0.13% 0.07% 0.81% 0.49% 0.57%a 0.61% 0.19% 0.85% 3.30% 0.33%
Payden Global Income Opportunities BBE 1.8 -0.13% -0.28% 1.22% 0.38% 0.59% 0.53%0 0.42% 0.72%  3.530% 0.44%
Alexander Credit Opportunities Fund undiscl Undiscl 0.52% 0.56% 0.29% 0.33% 1.48% -0.61% 0.53% 0.31% 3.45% 0.53%
Schroder AR Income BBB+ 1.2 -0.61% 0.35% 0.45% 0.80% 0.51%a 0.69%0 0.52% 0.62%  3.37% 0.41%
Realm High Income - Wholesale A 0.3 -0.20% -0.30% 0.80% 0.62% 0.47 % 0.71% 0.21% 0.79%  3.14% 0.41%
UBS Income Solution Fund BEE 0.7 0.02% -0.03% 0.46% 0.56% 0.61% 0.32%0 0.449% 0.49% 2.92% 0.22%
JPMorgan Global Strategic Bond Fund Undiscl Undiscl -0.62% -0.99% 1.77% 0.70% 0.47 % 0.79% -0.27% 0.97% 2.83% 0.85%
Perpetual Pure Credit Alpha Fund W Undiscl Undiscl 0.05%% -0.05%% 0.41% 0.50% 0.46% 0.52%0 0.47% 0.41% 2.81% 0.21%
Kapstream WS Plus AR Income Uindiscl Undiscl -0.03% 0.12% 0.32% 0.39% 0.65% 0.39% 0.43% 0.51% 2.80% 0.20%
CFS Wholesale Global Credit Income Undiscl Undiscl -0.54% -0.78%b 1.33% 0.59% 0.51%a 0.75% -0.57% 0.69% 1.98% 0.72%
PM Capital Enhanced Yield Undiscl 0.2 -0.23% -0.20% 0.7494% 0.38% 0.17% 0.26% 0.05% 0.35% 1.53% 0.30%
Insight Global Absolute Return Bond Undiscl 2.9 -0.32% 0.46% -1.02% 0.08% 1.24% 0.19% 1.28% -1.05% 0.B4% 0.84%
Bentham Global Income Undiscl -1.4 -1.03% -1.6% 0.95% 0.87% -0.40% 1.14% -0.88% 0.26% -0.69% 0.96%

* Average rating is based on disclosed rafing as at month end over abservaliion pericd
== Estimafe average duration since inceptiion of Dainfres High Income Fund an 1 November 20118
T Curmndative refurns for each fuvd since the inceplion of the Daintree High Income Fund on T November 2078

This peesr group has been chossen based o Daindres’s experience and feedbsack from markef participarnis as to the funds thaf are managed with reasonably similsr objectives and
risk profiles. The selechions ars sulyechive and in no way meant fo be definifive or exhawstive. Whilst every effort has besn made to enswurs that the information is accurals, its
gocuracy, reliabilify or complefeness is nof guaranfesd. Dainires expressly advises that i shall not be able in any way whalsoever for any loss or damage wihich ma)y be sulfered
by any person relying upon such informaiion or othernwise arising in connection with the content of, or any amission from it. Dafa has been sowrced from Bloomberg, Morningsisr
and cormpany websites, AN performances figures netf of fees.
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CORE INCOME RATINGS AND PLATFORMS
Ratings
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Platforms

BT Panorama, HUB24, Linear, Mason Stevens, MLC Navigator, MLC Wrap,
Netwealth, Praemium, uXchange

Disclaimer: The Zenith Investment Partners (“Zenith”) Australian Financial Services License No. 226872 rating (assigned <May 2018>) referred to in this document is limited to “General Advice” (s766B Corporations Act
2001) for Wholesale clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any individual and is subject to change at any time without prior notice. It is not a
specific recommendation to purchase, sell or hold the relevant product(s). Investors should seek independent financial advice before making an investment decision and should consider the appropriateness of this
advice in light of their own objectives, financial situation and needs. Investors should obtain a copy of, and consider the PDS or offer document before making any decision and refer to the full Zenith Product Assessment
available on the Zenith website. Past performance is not an indication of future performance. Zenith usually charges the product issuer, fund manager or related party to conduct Product Assessments. Full details
regarding Zenith’s methodology, ratingsdefinitions and regulatory compliance are available on our Product Assessments and at www.zenithpartners.com.au/ regulatory-guidelines-funds-research

The Lonsec Rating (assigned <August 2018> presented in this document is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445. The Rating is limited to “General Advice” (as defined in the
Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial product(s). Past performance information is for illustrative purposes only and is not indicative of future
performance. It is not a recommendation to purchase, sell or hold Daintree Capital product(s), and you should seek independent financial advice before investing in this product(s). The Rating is subject to change
without notice and Lonsec assumes no obligation to update the relevant document(s) following publication. Lonsec receives a fee from the Fund Manager for researching the product(s) using comprehensive and
objective criteria. For further information regarding Lonsec’s Ratings methodology, please refer to our website at: http://www.lonsecresearch.com.au/research-solutions/our-ratings.

© 2019 FE Money Management. all rights reserved. The information, data, analyses, and opinions contained herein (1) include the proprietary information of FE Money Management and Lonsec (2) may not be copied
or redistributed (3) do not constitute investment advice offered by FE Money Management or Lonsec (4) are provided solely for informational purposes and therefore are not an offer to buy or sell a security (5) are not
warranted to be correct, complete, or accurate. FE Money Management and Lonsec shall not be responsible for any trading decisions, damages, or other losses resulting from, or related to, this information, data,
analyses, or opinions or their use. FE Money Management and Lonsec does not guarantee that a fund will perform in line with its Fund Manager of the Year award as it reflects past performance only. Likewise, the
Fund Manager of the Year award should not be any sort of guarantee or assessment of the creditworthiness of a fund or of its underlying securities and should not be used as the sole basis for making any investment
decision.
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An experienced investment team with excellent track record

« Strong alignment of interests through equity ownership

» Flexible approach with diversified sources of return

» Support by a strong successful organisation

« Ability to generate steady return even in a rising rate environment
« Better returns than TDs with better liquidity

« Strong ESG focus

“Daintree is well placed to be the core defensive allocation for client portfolios”
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DISCLAIMER

Daintree

CAPITAL

Issued by: The Investment Manager, Daintree Capital ABN: 45 160 989 912 ASFL No: 487489.
Responsible Entity: Perennial Investment Management Limited ABN 13 108 747 637, AFSL: 275101.

Whilst every effort has been made to ensure that the information in this presentation is accurate; its accuracy,
reliability or completeness is not guaranteed. Daintree Capital expressly advises that it shall not be liable in
any way whatsoever for any loss or damage which may be suffered by any person relying upon such
information or any opinion, analysis, recommendation or conclusion contained in this presentation or
otherwise arising in connection with the content of, or any omission from, this presentation.

The fact that particular securities may have been mentioned should not be interpreted as a recommendation
to either buy, sell or hold those securities.

The contents of this presentation were prepared for information purposes only. Accordingly, reliance should
not be placed on this presentation as the basis for making an investment, financial or other decision. This
information does not take into account your investment objectives, particular needs or financial situation.

Past performance is not a reliable indicator of future performance. Gross performance does not include any
applicable management fees or expenses. Net performance is based on redemption price for the period and
assumes that all distributions are reinvested. Fees indicated reflect the maximum applicable.

Contractual arrangements, including any applicable management fee, may be negotiated with certain large
investors. Investments in the Trusts must be accompanied by an application form. The current relevant
product disclosure statements, reference guides and application forms can be found on Daintree Capital’s
website www.daintreecapital.com.au
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