


COVID-19

COVID-19 vaccination roll out progressing at varying paces across countries
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The financial year has been dominated by COVID-19. After the initial outbreak and lockdowns, there have been subsequent waves of new infections, including in late
2020 in the US and Europe, and in India around April 2021. COVID-19 spread has been relatively minimal in Australia, but Australia has experienced a number of
contained outbreaks and lockdowns over the year.

The major development in late 2020 was the approval and release of effective vaccines. The roll out of vaccines through 2021 has been divergent with some
developed markets easing restrictions as vaccination levels increase, while in other regions it has been slow, particularly in many emerging markets. New mutations
of the virus, as well as vaccine hesitancy and availability, means COVID-19 is likely to remain in circulation for some time, potentially becoming endemic.
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Global economy
Global GDP growth rebounded in V-shape recovery

Real GDP (index Dec-2019) Manufacturing PMI
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As initial lockdowns were released, trade and manufacturing activity rebounded in the second half of 2020. China has led through the process rebounding particularly
strongly. The Australian economy has performed relatively well and GDP is now back above pre-pandemic levels. However, further lockdowns in Europe, UK and

Japan, have seen secondary contractions in economic growth in early 2021.

Through the later part of 2020 and early 2021, political instability was high in the US, with the Presidential election, the disputed victory by Joe Biden, the Capitol riot,
inauguration of Biden and acquitted impeachment of former President Donald Trump. Subsequently, the Biden administration has announced infrastructure spending

and delivered a very large fiscal stimulus that has supported the US economic recovery.

Additionally, the transition period for the withdrawal of the UK from the Eurozone (‘Brexit’) ended on 31 December 2020 and is now operating under the new
agreement. This produced uncertainty leading into the date and material trade disruption around the period, although trade activity has improved somewhat more

recently.
There were increasing tensions with China over the year, and Australia was impacted with restrictions on exports for a number of goods.
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Equities and credit

Strong equity markets and falling credit spreads
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Equities produced very strong returns over the financial year. Although there was some volatility, markets managed to look through the various geopolitical and
COVID-related issues, and equities benefited from the positive news of vaccine developments and a rebound in global economic growth.

Performance was particularly strong in the US and in the technology sector. However, there was some rotation in markets from around September 2020 as ‘value’
stocks performed a little better and technology stocks outperformance moderated. Australian equities’ returns were not as high as world equities over the financial
year, but were still very strong.

Corporate bonds also produced strong returns over the financial year as credit spreads fell sharply. There was some increase in defaults but it was not at the scale of
past downturns as the significant monetary and fiscal stimulus supported issuers.
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Government bonds and cash

Rising bond yields with increasing expectations of inflation and future interest rate hikes

10 year government bond yields RBA Futures Curve
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US and Australian government bond yields increased over the financial year, as inflation expectations increased markedly in conjunction with the faster than
expected economic recovery. This led to negative returns from Australian and global nominal government bonds over the year, while inflation linked bonds produced
positive returns.

The rise in inflation is partly due to base effects, but also rising commaodity prices and supply chain constraints. Central banks have generally kept rates unchanged at
around or below zero and provided guidance that rates will remain low for an extended period, with the expectation that current inflation rises are transitory. In
November 2020, the RBA cut rates from 0.25% to 0.10% and provided additional monetary support measures, including government bond purchasing programs (or
'quantitative easing’). However, more recently, markets have started to recalibrate the likelihood of future interest rate rises, with market futures now pricing in the
expectation that interest rates will rise in 2022.
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Foreign currency

Sharp rise in the price of iron ore contributed to the strength of the AUD

AUD Exchange Rates FY 2020/21 AUD/USD and iron ore price
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The Australian dollar generally appreciated over the financial year, reducing the return of unhedged international equities. The exception was the GBP which
benefited from the removal of the uncertainty of how Brexit would progress.

A key driver of the Australian dollar was the rise in commodities prices, that benefited from the rebound in global growth, particularly strong demand from China. The
iron ore price increased very sharply, more than doubling over the financial year.
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Disclaimer:

Frontier Advisors Pty Ltd ABN 21 074 287 406 AFS Licence No. 241266

The information contained in this presentation is current as at the date of preparation, but may be subject to change. The information contained in
this presentation is intended as general commentary and should not be regarded as financial, legal or other advice. This presentation has been
prepared without taking into account your objectives, financial situation or needs. You should consider this presentation in light of these matters.
Should you require specific advice on the topics or areas discussed please contact the presenter directly or an appropriate advisor. This
presentation may contain forward-looking statements. These are not facts, rather, these forward-looking statements are based on the current
beliefs, assumptions, expectations, estimates, and projections of Frontier Advisors Pty Ltd about the business, the industry and the markets in
which we operate. Past performance is not a reliable indicator of future performance. Frontier Advisors Pty Ltd makes no representation or
warranty that any of the information contained in this presentation is accurate or complete. To the maximum extent permitted by law, Frontier
Advisors Pty Ltd does not accept any liability for loss arising from any reliance placed on the use of this presentation including the information
contained within it. The contents of this presentation are confidential and must not be disclosed to any third party without our written consent. This
presentation must not be copied, reproduced or distributed without the written consent of Frontier Advisors Pty Ltd. Frontier Advisors Pty Ltd does
not provide taxation advice and you should seek your own independent taxation advice from a registered tax agent.



