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Investment update

The March quarter began with positive performance from the major developed market listed
equities indices. US markets soared early on with the S&P500 hitting an all-time high in mid-
February.

Good times often don't last and for equities in the March quarter they didn't. In February we
learned of a new entrant in the Artificial Inteligence (Al) race, the Chinese company
DeepSeek. DeepSeek is purported to have a superior large language model that would be
made available to the market at a significantly lower cost relative to US peers. This sent the
Magnificent Seven companies, most notably NVIDIA, into a failspin and collectively, the group
finished the quarter 16% lower.

President Trump then gave equity markets another black eye after he begun talking up his
preference to implement an aggressive tariff regime and then put his billionaire friend in
charge of cutting federal government spending. By the end of March, the US had announced
tariffs on Canada and Mexico along with goods including cars, steel aluminium and Elon Musk
had appeared on stage with a chain saw to signal the beginning of his cost-cutting crusade.
These actions only served to add to already increasing uncertainty for companies, countries,
and investors which tfranslated intfo pronounced volatility in financial markets, particularly
equities.

By the quarter’s end the S&P500 finished down 4.6%, the NASDAQ and the broad-based Russell
2000 closed down 10.4% and 9.8% respectively. US treasuries benefitted from the equity selling,
the 10-year treasury bond yield fell (values increased) by 0.4% to 4.2%. The move to less risky
assets help pushed the spot gold price up 19.3%.

European equities moved higher early on, but unlike the US, European markets didn’t look
back. The broad European STOXX 600 index pushed 5.8% higher over the quarter, mostly on the
back of Germany’s election outcome which signalled a loosening in fiscal policy and fuelled
expectations of increased defence spending. The local equity index, the DAX, index rose
11.3%. The European Central Bank made their fourth consecutive interest rate cut which
added support to equities and bonds.

Asian equities markets were mixed over the period with China and its related markets including
Hong Kong's Hang Seng index (+15.1%) moving higher after the DeepSeek Al reveal.
Conversely, it was this reveal that sent South Korea, Taiwan markets lower while Trump'’s tariff
rhetoric caused South-east Asian markets, including Australia to sell off.

Australia’s ASX/S&P300 index fell 3.9% in the quarter. Company reporting season took a toll on
the Australian equity market in February, led by the banks. Any earnings miss relative to
expectations, small or large, resulted in meaningful stock price moves to the downside. The
S&P/ASX300 sectors hit hardest during the period were Information Technology (-18.2%).
Healthcare (-9.0%), Real Estate (-6.6%), and Energy (-5.5%). On the flip side, Industrials (+2.5%).
Utilities (+2.2%), and Communication Services (+1.9%) rose over the quarter. The Australian
government 10-year bond yield was steady at 4.4% as was the Australian dollar, which closed
marginally higher at 0.6300 relative to the US dollar.
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Investment options

The SA Metropolitan Fire Service Superannuation Scheme (SAMFS) invests in Funds SA’s Taxable
investment options. Except for the Cash option, all other investment options had negative
returns for the quarter.

Aside from the Cash option, all other options are well diversified across stocks, bonds, cash,
property, and infrastructure. In volatile periods, diversification works and the impact to the
option’s performance is typically lower than the headline equity market decline.

The Australian and International Tax-Exempt asset classes fell 4.3% and 1.6% respectively over
the March quarter. In contrast, the fixed interest asset classes delivered positive returns
including Government Bonds (+2.0%), Australian Investment Grade Credit (+1.7%), and Global
Investment Grade Credit (+1.8%). Unlisted asset classes such as Infrastructure (+1.8%), and
Property (+1.3%) all delivered positive returns for the quarter. The SAMFS default investment
option, High Growth, declined 1.6% in the quarter.

Table 1. Taxable investment options performance as of 31 March 2025
Returns are net of fees and tax, based on the post-tax unit pricing model detailed in the SAMFS

MOA
Investment 3 months FYTD 1 year 3 years 5 years 7 years 10 years
option % % % % p.q. % p.q. % p.q. % p.q.
1.0 3.1 4.1

Cash 3.2 2.0 1.8 1.8
Capital Defensive 0.8 4.0 4.0 2.9 3.0 2.7 2.7
Conservative 0.2 4.2 4.0 3.4 4.6 3.7 3.7
Moderate -0.4 4.1 3.6 4.0 6.2 4.8 4.7
Balanced -1.1 4.2 3.6 4.5 8.1 6.1 5.9
High Growth -1.6 4.7 3.8 4.8 9.3 6.9 6.9

Notes: Due to rounding, the excess return shown may not exactly equal the difference between the portfolio and
benchmark returns.
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Chart 1. Taxable investment options annualised returns to 31 March 2025 '
Returns are net of fees and tax, based on the post-tax unit pricing model detailed in the MOA
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Post the end of the March quarter

At the fime of writing, the US President’s self-proclaimed ‘Liberation Day' on 2 April has been
and gone. The US President has announced a swathe of tariffs on many countries and within
days, some of these tariffs have been increased, then decreased, or postponed. We now
know that, for the time being at least, some products have been carved out from the tariffs, for
example smartphones, computers and electronic components.

The result of the announcements has been increased market volatility. Fear, uncertainty, and
unpredictability are now firmly embedded in the global economy and markets. The era of
‘globalisation’ has looks to have now been replaced by global frade wars which, in turn, has
triggered a broad sell off across global equities markets which has extended to bond markets
and the US dollar.

Chart 2 below illustrates the extent of the tariffs. The tariff levels recently announced are as high
as those that were prevalent just prior to the onset of the Great Depression and approaching
those in place at the turn of the nineteenth century.



OFFICIAL —_
Funds SA March 2025 Quarterly Comment FUNDS Sﬁs
=

Chart 2. US Tariffs — increasing protectionism
These are interesting fimes
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Volatility and down markets are part of investing and occur with a degree of regularity, but
history demonstrates that over the long-term equity markets typically trend upward. This is
illustrated in Chart 3 which charts the S&P500 performance since 1930.

Chart 3. US S&P 500 historical drawdowns
Long-term investing is rewarded
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What have Funds SA been doing during this period?

In recent months, we have adjusted portfolios by reducing global equities and to a lesser
extent, Australian equities to bring the asset allocation in line with the Strategic Asset Allocation
target. We'd previously held slightly overweight positions to the equity asset classes. The
proceeds have been used to increase exposures to Cash, Property and the Alternative asset
classes.

The Chief Investment Officer and the investment team at Funds SA are comfortable with the
recent adjustments do not believe a change in investment strategy is warranted at this point.
As market volatility impacts the asset class exposures across the investment options, Funds SA
will continue to rebalance and maintain the strategic asset allocation.

Diversification is key and it works. The allocation to defensive assets such as fixed interest
(bonds) and infrastructure is working well in this volatile environment. Equities is the asset class
that is most exposed to the current volatility.

The team continues to meet daily and will continue to monitor and review portfolios as globall
markets digest the implications of the tariff announcements. The portfolios will be rebalanced
to maintain the overall Strategic Asset Allocation commensurate to the risk profile of the
investment options.

Disclaimers:

The information within this document has been prepared in good faith by Funds SA based on information available as
at the date of publication. However, Funds SA does not warrant the accuracy of the information and to the extent
permitted by law, disclaims responsibility for any loss or damage of any nature whatsoever which may be suffered by
any person directly or indirectly through relying upon it whether that loss or damage is caused by any fault or
negligence of Funds SA or otherwise.

The information is not intended to constitute advice. Before relying on any information contained in this document, you
should consider whether the information is appropriate to your particular objectives, financial situation and needs, and
obtain professional financial, taxation and legal before relying on the information. © Copyright 2023 Funds SA.

Past performance is not a reliable indicator of future performance. Forward-looking statements are predictions only
and may be affected by inaccurate assumptions and/or known and unknown risks and uncertainties and other factors
which may be beyond the control of Funds SA. Actual results or performance may vary materially.

S&P. The S&P500 index is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by
Funds SA. Copyright ©2025 S&P Dow Jones Indices LLC, a division of S&P Global, Inc., and/or its affiliates. All rights
reserved. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones
Indices LLC. For more information on any of S&P Dow Jones Indices LLC's indices please visit www.spdji.com. S&P® is a
registered tfrademark of S&P Global and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC.
Neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor their third party licensors
make any representation or warranty, express or implied, as to the ability of any index to accurately represent the
asset class or market sector that it purports to represent and neither S&P Dow Jones Indices LLC, Dow Jones Trademark
Holdings LLC, their affiliates nor their third party licensors shall have any liability for any errors, omissions, or interruptions
of any index or the data included therein.

Bloomberg. BLOOMBERG®" and the Bloomberg indices listed herein (the “Indices”) are service marks of Bloomberg
Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL"), the administrator of the Indices
(collectively, "Bloomberg”) and have been licensed for use for certain purposes by the distributor hereof (the
“Licensee"). Bloomberg is not affiliated with Licensee, and Bloomberg does not approve, endorse, review, or
recommend the financial products named herein (the “Products”). Bloomberg does not guarantee the timeliness,
accuracy, or completeness of any data or information relating to the Products.


https://www.spdji.com./
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