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Key takeaways

» In April, President Trump announced reciprocal tariffs which were later delayed for 90 days. He
introduced a universal 10% tariff on all US imports and larger tariffs on about 60 nations with
trade imbalances, raising the average tariff rate on US imports to over 20%.

« China is considering tariff negotiations with the US. Declining port traffic from China may suggest
potential supply shortages in the US.

» Australian inflation for Q1’25 remained unchanged at 2.4%. The trimmed-mean inflation, the
RBA's preferred measure of inflation, dropped from 3.3% to 2.9% and is back in the RBA's target
range of 2 - 3%. Interest rates in Australia remain at 4.1%. The market is now anticipating four
rate cuts by the end of 2025.

« US economic growth contracted by -0.3% quarter on quarter (QoQ), down from growth of 2.4% in
Q4'24, mainly due to a surge in imports, likely from pre-emptive actions against tariffs. Without
this distortion, growth was not as bad as the headline suggested, with consumption falling but
remaining solid.

+ We have a negative outlook on growth assets; as tariffs are likely to impact US economic growth
in the coming quarters and the effect on corporate earnings is likely underestimated by share
markets as companies are withdrawing forward earnings guidance.

Upcoming

1. RBA interest rate announcement ){ 2. US Reciprocal tariff 3. US Q1’25 earnings season -
(20th May) with the market implementation was delayed for Earnings growth is forecast to be
currently predicting a 0.25% rate 90 days, now 9th July, will the US 12.8% YoY in Q1'25. Investors are
cut. implement tariffs as currently optimistic while companies are

defined? withdrawing earnings guidance.

@D Mercer Portfolio implementation of house views may differ per MIAL fund.
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E co no m i c reView US average tariff rate on total imports

40%
Australian inflation returns to the RBAs target band of 2-3%

« Australian inflation for Q1’25 remains unchanged at 2.4%, above the consensus of 2.3%. 30%
The trimmed-mean inflation, the RBA's preferred measure of inflation, dropped from 3.3%

to 2.9% for the quarter and is now back in the RBA's target range of 2 - 3%. S

+ The most recent consumer and business confidence data suggested that the geopolitical
environment has weighed both on Australian consumers and businesses. The consumer 10%
index fell to a 6-month low of 90.1, with sentiment 10% lower after the US tariffs
announcement.

0%
+ The RBA kept interest rates unchanged at 4.1% in April. Despite global concerns, the 1904 1914 1924 1934 1944 1954 1964 1974 1984 1994 2004 2014 2024
decision was based on Australia’s tight labour market. However, after the RBA meeting
and the US reciprocal tariffs announcement, expectations shifted significantly, with the

.. . . Source: Bloomberg, Mercer
market now anticipating four interest rate cuts by the end of 2025.

Reciprocal tariffs increases the average tariff rate on US imports

Australian Inflation . . . i
+ President Trump announced reciprocal tariffs, which were later delayed for 90 days.

3% He introduced a universal 10% tariff on all US imports and larger tariffs on about 60
nations with trade imbalances, raising the average tariff rate on US imports to over

2% 20%.

1% + University of Michigan 1-year forward inflation expectations rose to 6.7%, the highest
reading since 1981, due to US tariffs on imports. Federal Reserve (Fed) Governor

0% Powell hinted that the new tariffs are “significantly larger than expected” and may

: have a persistent inflation impact.
-1%
+ China is considering tariff negotiations with the US. Declining port traffic from China

2% suggests potential supply shortages in the US.
3% + US economic growth contracted by -0.3% QoQ, down from growth of 2.4% in Q4’24,
2019 2020 2021 2022 2023 2024 2025 mainly due to a surge in imports, likely from pre-emptive actions against import
tariffs. Without this distortion, growth was not as bad as the headline suggested with

Australian CPI QoQ%

Australian Trimmed Mean Inflation QoQ% consumption falling but remaining solid.

Source: Bloomberg, Mercer
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Market review

Australian shares surge in April

International shares (hedged) were marginally down -0.4% over the month.

Australian shares were up 3.6% in April, outperforming international shares, with the
communication services and information technology sectors posting the strongest gains.

Australian listed property rose significantly by 6.3% in April. This increase was broad
based across most of the shares in the index, as investors saw value following a
significant sell off over the past several months.

Fixed interest markets performance was mixed

International government bonds (hedged) increased by 1.2% over the month, as bond
yields fell due to reduced tariff rhetoric and President Trump’s assurance that there were
no plans to remove Governor Powell as Fed Chair.

Australian Dollar (AUD) experienced fluctuations in April

The AUD started the month weaker, dropping to 0.59 against the US Dollar (USD), after
the announcement of the US reciprocal tariffs, before rallying strongly ending the month
at 0.64.

Oil prices dropped in April

Oil prices dropped by -15.5% in April, as OPEC announced a significant increase in output,
coinciding with investors likely preparing for a drop in demand due to weakening
international growth.

Market insights Performance Asset class summary

Cumulative asset class returns
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Source: LSEG DataStream; MSCI. Data provided 'as is’. Details on chart constituents can be found on last
page.
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Market Insights

Australia: Interest rate cuts are expected to continue

» USreciprocal tariffs may impact Australian growth through China, our largest
export partner. China is likely to expand its policy stimulus, focusing on
consumption and stabilising the property market. Therefore, we believe Chinese
growth will remain relatively unaffected compared to many of its trading partners.

«  While trimmed-mean inflation is under control, we expect the RBA to continue
interest rate cuts in 2025. We retain our overweight to Australian government
bonds. The global trade uncertainty and impact to global growth also supports this
position.

*  While unemployment remains low, both wage growth and job vacancies continue
to fall, which suggests we should see the labour market begin to soften and a
modest rise in unemployment in 2025.

+ We continue to expect growth to remain weak, as higher interest rates and cost-of-
living pressures are likely to keep consumption suppressed. Geo-political concerns
are likely to make businesses cautious about investing.

Al
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@D Mercer *Pportfolio implementation of house views may differ per MIAL Fund.

Market insights Performance

Asset class summary

International: Tariffs may push the US into a mild recession

The recent tariffs and resulting uncertainty is likely to push the US into a mild
recession and cause a moderate slowdown elsewhere. The main impact on the US
will be the sudden fiscal tightening due to the sharp rise in import prices.

In Europe, a significant fiscal boost in Germany should support medium-term
growth, though US trade tensions may pose challenges. After a positive start to the
year, China’s economy may slow due to tariffs, but the government might
counteract this with looser fiscal policy.

Central banks around the world are likely to gradually cut interest rates in
response to slowing growth. Meanwhile, the Bank of Japan is in a rate-hiking cycle,
with further increases expected as inflation remains above target. These rises may
be postponed, due to tariff uncertainty and a stronger yen.

We have a negative outlook on growth assets; as tariffs are likely to impact US
economic growth in the coming quarters and the effect on corporate earnings is
likely underestimated by share markets as companies are withdrawing forward
earnings guidance. We favour Japanese shares due to the growth rebound and
solid earnings growth.
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Market performance April 2025
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Market performance 12 Months to April 2025
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Asset class

A Australian Shares

Australian shares performed better than their global
counterparts, up 3.6% in April, outperforming
international shares.

Most Australian share sectors performed positively in
April. Communication services led with a 6.5% gain over
the month, followed by information technology at 6.4%.
The only sector with a negative return was the energy
sector, due to declining energy prices.

International Shares

International shares (hedged) ended April marginally
lower, down by -0.4%. Early in the month, the US

reciprocal tariffs announcement caused concern, but news

of a 90-day delay in implementation eased investor
concerns.

International shares (unhedged) fell slightly more, down
by -1.8%. While the AUD rose against the USD in April, it
was weaker against most other countries’ currencies.

Both consumer staples and utilities were the strongest
sector performers, up 2% over the month; while energy

fell by -12.4% in April, on the back of falling energy prices.

Global small-cap shares (unhedged) underperformed the
broader indices and fell by -1.9%; and emerging market
shares were down by -1.3% in April.

Market review

Market insights

Performance Asset class summary

A Fixed Interest

International sovereign bonds were higher, up 1.2%
over the month, as bond yields fell due to reduced
tariff rhetoric and President Trump’s assurance that
thhere are no plans to remove Governor Powell as Fed
Chair.

Falling business confidence in the US suggested the
impact of tariffs is beginning to impact confidence.
The resulting uncertainty will likely push the US into a
mild recession and cause a more moderate slowdown
elsewhere. This will likely continue to put downward
pressure on bond yields.

Australian sovereign bonds were up 1.8%, as the
Austrﬂlian 10-year bond yields fell 22bps over the
month.

A Real Assets

Interest rate sensitive assets were mixed in April.
International listed prorperty performed marginally
lower, down -0.3%; while Australian listed property
surged in April, up 6.3%. The increase was widespread
across most shares in the index, as investors
recognised value following a significant sell-off in
previous months.

International listed infrastructure climbed 0.2% over
the month; and direct property was higher by 0.5%.

A Currency

The AUD started the month weaker; as the
announcement of the US reciprocal tariffs saw the
AUD fall to a low of 0.59 against the USD, before
rallying strongly to finish at 0.64.
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Chart Constituents

Asset class
Australian Shares
Australian Small Caps
International Shares (UH)
International Shares (H)
International Small Caps (UH)
Emerging Markets Shares (UH)

Australian Unlisted Property
(one month lag)

Australian Listed Property
International Listed Property (H)

International Listed
Infrastructure (H)

International Credit (H)
Emerging Market Debt (UH)
Australian Government Bonds

International Government Bonds

(H)
Cash

Benchmark

S&P/ASX 300

S&P/ASX Small Ordinaries

MSCI World ex Australia

MSCI World ex Australia 100% Hedged
MSCI World Small Cap

MSCI Emerging Markets
MSCI/Mercer Australia Core Wholesale Monthly PFI

S&P/ASX 300 A-REIT
FTSE EPRA/NAREIT Developed Hedged

FTSE Global Core Infrastructure 50/50 Hedged

Bloomberg Global Credit
JP Morgan GBI EM Global Diversified Composite

Bloomberg AusBond Treasury 0+ year
Bloomberg Global Treasury Hedged

Bloomberg AusBond Bank Bill

Data type
Total Return
Total Return
Net Index
Net Index
Net Return

Net Index
NAV Post Fee

Total Return

Net Return
Net Return

Hedged Return
Total Return

Total Return
Hedged Return

Total Return

Important notices

This document is issued by Mercer Investments (Australia) Limited ABN 66 008 612 397 AFSL 244385 (MIAL). MIAL is a
wholly owned subsidiary of Mercer (Australia) Pty Ltd ABN 32 005 315 917 (Mercer Australia). References to Mercer shall be
construed to include Mercer Australia and/or its associated companies. ‘MERCER' is a registered trademark of Mercer
Australia.

This document contains confidential and proprietary information of Mercer and is intended for the exclusive use of the
parties to whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole orin
part, to any other person or entity, without Mercer’s prior written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change
without notice. They are not intended to convey any guarantees as to the future performance to any MIAL Fund, asset
classes or capital markets discussed.

Information contained herein has been obtained from a range of third party sources. While the information is believed to
be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no representations or warranties as to
the accuracy of the information presented and takes no responsibility or liability (including for indirect, consequential or
incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.

MIAL is the Responsible Entity and issuer of interests in any MIAL Fund. Investors should be aware that the value of an
investmentin any MIAL Fund may rise and fall from time to time and that neither MIAL nor Mercer guarantees the
investment performance, earnings or return of capital invested in any MIAL Funds. Past performance does not guarantee
future results.

If you areinvesting in or considering an investment in any MIAL Fund, you should note that the information contained in
this document is generalin nature only, and does not constitute an offer or a solicitation of an offer to buy or sell securities,
commodities and/or any other financial instruments or products or constitute a solicitation on behalf of any of the
investment managers, their affiliates, products or strategies that Mercer may evaluate or recommend. It does not take into
account your personal needs and circumstances.

Before deciding whether to acquire, continue to hold or dispose of an investment, you should refer to the Product
Disclosure Statement (PDS) and Target Market Determination (TMD) (available at mercer.com.au/mercerfunds) before
making a decision about the product and consider seeking individual advice from a professional financial adviser. The
Financial Services Guide (FSG) for MIAL can be obtained via mercer.com.au/mercerfunds. Conditions, fees and charges
apply to MIAL Fund/s and may change from time to time.

Notes Where MIAL has appointed third party manager(s) as the investment manager of any MIAL Fund, the relevant investment

manager has consented to the statements pertaining to it in this document, in the form and context in which they appear
and has not withdrawn its consent as at the date this document was published.

+ Currency: AUD. + UH:Unhedged. * H:Hedged.
+ NetIndex: Total Return

(Net Dividends Reinvested).

» Where a lag exists, the performance + Total Return: Total Return Index

startand end dates shift accordingly. ~ with Gross Dividends. © Mercer 2025. Allrights reserved.
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