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The table below provides details of the movement in average investment returns from various asset

classes for the period up to 31 July 2015.

Asset class (% change)

Australian shares

Smaller companies
International shares (unhedged)
Emerging markets (unhedged)
Property - Australian listed
Property - global listed
Australian fixed interest
International fixed interest
Australian cash

Overview & Outlook

A significantly more positive mood prevailed on financial
markets over July. The previous month’s concerns over
the Greek debt crisis and Chinese share market sell-off
failed to deter investors, with equity markets moving
sharply higher. Also in contrast to June, bond yields
reversed some of their recent increase, creating positive
returns for fixed interest investors as well.

In addition to the news of an agreement between the
Greek Government and creditors over loan bail-out
conditions, there was a generally positive global
economic backdrop last month. In particular, conditions in
the U.S. economy appear to be continuing to strengthen.
U.S. economic growth picked up in the June quarter, with
the annual rate of expansion now 2.3%. This improved
growth is allowing the unemployment rate to decline, with
the current rate of 5.3% some 0.9% below the level
recorded one year ago.

Despite the generally positive global economic news last
month, commodity prices remained weak. The Reserve
Bank’s Commodity Price Index dropped 5% in July and is
now at its lowest level since February 2007. Falling iron
ore and coal prices were the main contributors to the
decline in the Index. The lower commodity prices appear
to be having a direct impact on the value of the Australian
dollar, which finished July at just below U.S. 73 cents — its
lowest month end value since April 2009.
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The weakness in commodity prices is contributing to a
“patchy” pattern of growth in the Australian economy.
Mining activity continues to be scaled back; whereas
activity in the housing industry is pushing residential
construction higher. Both businesses and consumers
remain cautious, with businesses investment subdued
and retail spending growing slightly below its longer
term trend. In the year to June, retail sales were 4.9%
higher.

Notwithstanding the patchy nature of Australian
economic growth, it has been sufficient to generate
some employment growth. Over the year to July, the
number of workers employed has risen by 2.1%, with
unemployment up marginally over this period from
6.2% 10 6.3%.



Share markets

There was a strong recovery on share markets last
month, largely in response to the resolution of
negotiations between Greece and its creditors. The local
market came close to reversing the decline recorded in
June, with the S&P ASX 200 Index jumping 4.4% over
July.

Monthly Australian equity market returns
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As has been the case the case for much of the past 3
years, resource stocks underperformed the general
market last month. Falling commodity prices weighed
down mining companies, with BHP Billiton (down 2.2%)
and Rio Tinto (down 1.7%) both moving against the
general market trend. The weakness in resource stocks
also contributed to the underperformance of smaller
companies, with the Small Ordinaries Index lagging with
an increase of just 1.6%.

Interest rate sensitive stocks performed well last month in
response to a decline in bond yields. For example,
Telstra rallied to be 5.7% higher. It was also a positive
month for the banking sector, despite the firming
expectations of the need for additional capital raisings.
The 4 large banks posted an average increase of 4.3%
over the month. Health care was the best performing
sector, with company specific factors pushing Resmed
(up 10.0%) and CSL (up 14.4%) sharply higher.

Europe led global equity markets higher last month. The
German share market advanced 3.6%, with the French
market 5.8% higher. Positive economic results continued
to push the U.S. market higher, with U.S. share prices up
2.0%.
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In addition to rising share markets, the decline in the
Australian dollar also boosted returns for Australian
investors with unhedged currency positions. The $A fell
from U.S. 76.8 cents to U.S. 72.9 cents over July. This
contributed to a significant rise in the average value of
unhedged global share investments of 7.3% last month.

The combination of weak commodity prices and a sharp
decline on the Chinese equity market led to a fall in the
value of shares on emerging markets. The MSCI
Emerging Market Index was 1.8% lower (in $As) last
month; with a 13.4% fall in China A 50 Shares and a
3.6% decline in Brazil making major contributions to this
decline.

Interest rates

Although there was no change in overnight cash interest
rates in July, there was a decline in longer term bond
yields. The Australian Government 5-year yield dropped
from 2.32% to 2.12%. This fall was consistent with the
overseas trend, with the equivalent yield in the U.S.
falling from 1.63% to 1.54%.
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Property

The decline in bond yields appeared to have a very positive
impact on listed property markets over July, with property
yields becoming more attractive in relative terms. The local
A-REIT sector was sharply higher, rising by 5.7%, to bring
the annual gain to an impressive 21.0%.Trends were
similar on overseas markets, where listed property gained
4.6%.

Listed Property Price Movements
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This newsletter is provided by Hillross Financial Services [imited (ABN 77 008 323 055 & AESL No 2327056) an AMP Group Company. tis of a general nature only and any
advice is not based on your objectives, financial situation or needs. Accordingly you should consider the appropriateness of any advice to your personal circumstances
before acting on the advice. Before you make any investment decision, you should read the current Product Disclosure Statement available from Hillross or your financial
adviser Although this information was obtained from sources considered to be reliable, we do not guarantee it is accurate or complete. The information in this publication is

current as at 10 August 2015, and may change over ime. Hillross is part of the AMP group of companies. No additional remuneration or other benefits are paid to Us or our
related companies ot associates in relation 1o the advice provided on this page. If you decide o purchase or vary a financial product, your financial adviser, Hillross and
other companies within the AMP Group or associates of Hillross will receive fees and other benefits, including fees calculated as a percentage of either the premium you pay

or the value of vour investment. Further details are available from vour adviser or Hillross, Pasi performance Is nol a reliable indicalor of future performance.



