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InvestSMART Hybrid Income 1.09%
RBA Cash Rate + 3% 0.37%
KEY POINTS

e Produced a return of 0.53% (after fees)
during the December quarter

e No changes were made to the Portfolio

e Estimated yield at 5.50% (including
franking)

e Since inception, the Hybrid Income
Portfolio has returned 4.30% p.a. (after
fees)

Despite a weaker and volatile equity market and widening
credit spreads, the hybrid market experienced positive
momentum in the final month of the year. We expect this to
continue in coming months. During the month, we reduced
the portfolio’s exposure to CBAPG, CBAPD, CBAPE and
NABPB to raise cash for the new allocation into WBCPI.

We reduced the portfolios exposure to CBAPG, CBAPD,
CBAPE and NABPB to raise cash for the new allocation into
WBCPI. The allocation is cash is 4.2%, above its minimum
2% weight. During the quarter, the best performers were
CBAPE (+2.29%), MQGPB (+1.99%) and IANG (+2.06%). The
two major detractors for the quarter were MBLHB (-1.53%)
and NABHA (-2.0%).

The hybrid market experienced positive momentum in the
final month of the year. This followed over $1 billion of
redemptions in the listed fixed Interest and hybrid space.

Currently there is only one major bank hybrid approaching
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0.53% 2.63% 3.38% 4.30%

112% 2.25% 4.50% 4.59%

its optional call date, being NABPA which has a call date in
March 2019.

The supply and demand dynamics favour a positive outlook
over the next 6 months as investors cautious of continuing

volatile equity markets together with the risk of a falling
]

“THE HYBRID MARKET EXPERIENCED
POSITIVE MOMENTUM IN THE

FINAL MONTH OF THE YEAR. THIS
FOLLOWED OVER $1 BILLION OF
REDEMPTIONS IN THE LISTED FIXED
INTEREST AND HYBRID SPACE.”

RBA cash rate as suggested by the Australian interest rate
futures market look to further diversify portfolios into the

hybrid asset class.

Axcesstoday (AXL) announced on 12 December that It would
continue its voluntary suspension. AXL requires further
time to complete the process of working with its lenders,
finalising the strategic review and completing a successful
equity raise. At 31 December 2019, the portfolio’s current
weighting in AXLHA is ~ 1.60%.



INVESTSMART 31 DECEMBER QUARTERLY UPDATE

Performance
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SECTOR ALLOCATION
TOP 10 HOLDINGS

SECURITY WEIGHTINGS
Cash
AUD Cash 6.64%

Fixed Interest

Macquarie Group Capital Notes 3 7.38%

NAB Capital Notes 7.25%

CBA PERLS VII 6.68%
. FINANCIALS 93.36%

Westpac Capital Notes 4 6.67%
CASH 6.64%

Westpac Capital Notes 3 6.62%

Westpac Capital Notes 6 6.06%

ANZ Capital Notes 4 5.26%

National Income Securities 4.95%

NAB Capital Notes 4.70%

Performance numbers exclude franking, after investment and admin fees; excludes brokerage. All yield figures include franking. All performance figures, graphs and
diagrams are as at 31 December 2018. Performance figures are based on the portfolio’s previous investment structure, a Separately Managed Account (SMA). This
portfolio is now offered as a Professionally Managed Account (PMA), as of 1 November 2018. The underlying securities remain the same between the SMA and PMA
structures. The inception date refers to the SMA. Please see the Investment Menu for full PMA fee details. Peers indicated in the performance table is a Morningstar
data feed based on similar underlying securities per portfolio.
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InvestSMART Group Limited (INV)

was founded in 1999 and is a leading Australian digital KeY details

wealth advisor which has over 32,000 clients and over $1.4B

in assets under advice. InvestSMART’s goal is to provide A portfolio of individually-selected Australian
quality advice and low cost investment products, free from Equities

the jargon and complexities so commonly found in the

finance industry, to help you meet your financial aspirations. . - .
Ys Py Y P Active Securities Selection

RBA Cash Rate + 3%
The Portfolio

The InvestSMART Hybrid Income Portfolio provides 1July 2017
Australian investors an opportunity to diversify their income

stream, with the added benefit of minimised portfolio risk.

3+ years
The Portfolio is invested in a mix of 10 - 25 Australian listed
hybrids, listed debt securities and cash all managed in the
one portfolio. 10 - 25 securities
Investment objective 0.55% - 0.92% p.a.
The Portfolio’s investment objective is to provide investors
a return of 3% above the RBA Cash Rate over rolling three N/A
year periods.
$25,000

Why the InvestSMART Hybrid
Income Portfolio?

. " . Professionally Managed Account (PMA
Hybrid securities can be an attractive investment U & ( )

proposition, offering relatively stable income streams and
lower levels of volatility compared to equities. However, Suitable for investors who seek a regular income
many hybrids are often more complicated than they seem stream (including franking credits), with a lower risk

and identifying which are appropriately priced is not always than ordinary shares and a higher return than cash

. and cash-like investments
a simple task.

Managed by our investment team, the InvestSMART Hybrid
o . . Evan Lucas
Income Portfolio is actively monitored and rebalanced by

the team and is ideal for the income-focused investor.

Who manages the investment?

Evan Lucas, has been investing and researching global
markets for over 10 years and is supported by our
Investment Committee, chaired by Paul Clitheroe. After
getting his Masters in Finance from Flinders University,
Evan started his career in Amsterdam with ABN Amro
before moving to the Royal Bank of Scotland. He returned
to Australia with RBS Morgans where he developed his top
down approach, joining InvestSMART as our Chief Market
Strategist in 2018.
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Important information

While every care has been taken in preparation of this
document, InvestSMART Funds Management Limited
(ABN 62 067 751759, AFSL 246441) (“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 a
reliable 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 seek 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.
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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 Product Disclosure Statement
(PDS) and Investment Menu (IM), 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 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, 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. As Responsible Entity, InvestSMART is
the issuer of the product through the Managed Investment
Scheme (ARSN: 620 030 382).

InvestSMART Funds Management Limited
PO Box 744

Queen Victoria Building

NSW 1230 Australia

Phone: 1300 880 160

Email: invest@investsmart.com.au

www.investsmart.com.au



