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Role in Portfolio: Supporting

Morningstar Analyst Rating
Morningstar evaluates mutual funds based on five key pillars, which its
analysts believe lead to funds that are more likely to outperform over the
long term on a risk-adjusted basis.

Analyst Rating Spectrum
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A small-cap specialist suitable
for risk-tolerant investors.

Jun 19, 2018 | Unique expertise in small-cap REIT
investing makes Cromwell Phoenix Property Se-
curities a compelling strategy for risk-tolerant in-
vestors. The composition of this fund is very dif-
ferent from the peer group, which is pleasing giv-
en a tendency for property managers to hug the
benchmark.  While  the  usual  large-cap  names
constitute about half the portfolio, the remainder
is made up of lesser-known mid-, small-, and even
micro-cap names. The manager also has a wide
remit to invest beyond just real estate investment
trusts,  which enables holdings in property de-
velopers, infrastructure stocks, and hybrids. The
portfolio's exposure to the very small end of the
market elevates its risk profile, and while volatil-
ity hasn't been excessive to date, we'd note this
fund has experienced benign conditions for most
of its life. The exception to this was 2008, when
the newly formed fund underperformed in a very
weak  market,  but  its  losses  were  quickly  re-
covered  with  exceptional  returns  in  2009  and
2010. Liquidity is also a watch point. While we
are pleased with the tight management of capa-

city  (limiting  fund  size  to  0.5%  of  the  total
market), the portfolio's less-liquid positions con-
tribute to a higher level of portfolio risk.

Phoenix founder and portfolio manager
Stuart Cartledge has proved to be an astute in-
vestor whom we hold in very high regard. Richard
Fakhry provides capable support, but we note his
time is split between this fund and the shop's mi-
cro-cap equities strategy, which is not ideal. We
were pleased when a junior analyst was hired in
2014, indicating a willingness by the group to in-
vest in its research capability. Overall, the team's
insights are strong, and it has demonstrated skill
investing in unorthodox names.

The main sore point is the fee, which at
0.97% per year is expensive relative to the peer
group. Nevertheless, for that price, investors are
getting a tightly managed portfolio that will look
very different from the benchmark. Overall, there
is a lot to like here, and Cromwell Phoenix Prop-
erty Securities remains one of our top picks in the
sector.
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— 3 1 1 4 4 1 5 39 5 79 Percentile Rank in Category
— 31.25 10.09 9.95 39.73 12.75 29.63 14.90 12.71 11.86 -0.83 % Total Return AUD
— 20.18 10.94 11.90 8.28 5.71 4.94 1.99 0.04 5.09 -0.72 +/- Category
— 21.70 10.77 11.51 6.94 5.48 2.85 0.53 -0.46 5.42 -1.56 +/- Index
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Morningstar Analyst Rating

„

Process: Approach Morningstar Category Category Index Index Proxy
Equity Australia Real Estate S&P/ASX 300 A-REIT TR Vanguard Australian

Property Secs ETF

A benchmark-unaware approach.

Process Pillar ∞ Positive

Jun 19, 2018 | This fund ignores indexes and ap-
plies a value-oriented method. The investable uni-
verse reaches beyond the S&P/ASX 300 A-REIT
Accumulation Index into infrastructure, property
developers,  and hybrids.  Ultrasmall  stocks are
also investable.  From its  universe of  about  75
companies, the fund homes in on three paramet-

ers--an understandable business and financials,
robust  governance that  aligns the interests  of
company managers with shareholders, and a dis-
counted share price to estimated valuation. Com-
panies with clear competitive advantages and
histories of allocating capital appropriately are
sought,  although  the  team  is  willing  to  hold
lower-quality fare if it is sufficiently cheap and
has a catalyst for change. The dividend-discount
model forecasts six years of dividends and ap-
plies constant growth assumptions for the next 12
years and an estimated terminal value. Sum-of-

the-parts calculations using company book values
and EBITDA multiples provide cross-checks. After
ranking stocks on relative value, the team has
wide leeway to build its portfolio. A maximum po-
sition  of  20% in  companies  with  market  caps
above AUD 1 billion applies, with soft limits of
10% for the AUD 250 million-AUD 1 billion range
and 5% for remaining smaller stocks. The 30- to
50-stock portfolio has a mid- and small-cap tilt.
Annual turnover has been a function of market
conditions, ranging from 10% to over 100%, but
since 2013 it has sat below 20%.

Equity Style 31/03/18
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Category Average
Index Proxy

Equity Style Box Factors

Market Cap Fund 3-Yr Avg Category Proxy

Giant/Large 51.5 63.5 65.8 62.1
Mid 24.7 14.2 23.0 27.3
Small/Micro 23.8 22.3 11.2 10.6

Avg Market Cap Bil AUD 4.6 4.6 8.9 8.5

Value Measures Fund 3-Yr Avg Category Proxy

Price/Prospect. Earnings 14.8 13.7 15.7 15.5
Price/Book 1.0 1.2 1.1 1.1
Price/Sales 4.2 3.2 6.6 7.0
Price/Cash Flow 15.9 11.5 16.4 16.1
Dividend Yield 5.7 4.9 5.2 5.3

Growth Measures Fund 3-Yr Avg Category Proxy

Long-Term Earnings % 4.4 4.0 4.0 4.2
Historical Earnings % 20.5 21.2 26.4 24.3
Sales % 4.3 0.4 6.7 7.1
Cash Flow % -11.5 -6.9 -5.7 -18.5
Book-Value % 7.8 3.9 8.3 8.2

Asset Allocation (Net Positions) 31/05/18

Current Allocation 3-Year Average

Assets % Fund 3-Yr Avg Category Proxy

Australian Equity 93.9 97.6 0.0 100.0
International Equity 0.0 0.0 0.0 0.0
Aus. Fixed Interest 0.0 0.0 0.0 0.0
Int'l Fixed Interest 0.0 0.0 0.0 0.0
Cash 6.1 2.4 0.0 0.0
Other 0.0 0.0 0.0 0.0

Region Exposure 31/03/18

Market Type Equity % Fund 3-Yr Avg Category Proxy

Developed 100.0 100.0 100.0 100.0
Emerging 0.0 0.0 0.0 0.0

Top 5 Countries Equity % Fund 3-Yr Avg Category Proxy

Australia 98.4 98.8 97.2 90.6
United States 1.6 1.2 0.5 0.5

Key Ratios 31/03/18

Fund 3-Yr Avg Category Proxy

Net Margin % 60.3 58.6 65.9 65.2
ROA % 9.0 9.3 9.3 9.5
Debt/Total Capital % 31.0 32.7 30.1 28.4
ROE % 15.3 15.6 14.9 14.9

Sectors 31/03/18

Sector Delta

De
fe

ns
ive

Sensitive

Cyclical

Fund
Index Proxy

Larger sector concentrations
versus the index move the
investment to the corner of the
triangle corresponding to that
equity Super Sector.

Equity Sectors Fund 3-Yr Avg Category Proxy

xDefensive 0.5 0.5 0.1 0.0
s Consumer Defensive 0.5 0.5 0.0 0.0
dHealthcare 0.0 0.0 0.1 0.0
fUtilities 0.0 0.0 0.0 0.0

wSensitive 7.2 9.5 0.6 0.6
i Communication Serv. 0.0 0.0 0.0 0.0
o Energy 0.0 0.0 0.0 0.0
p Industrials 6.1 9.4 0.6 0.5
a Technology 1.1 0.2 0.0 0.1

mCyclical 92.3 90.0 99.3 99.4
r Basic Materials 0.0 0.0 0.0 0.0
t Consumer Cyclical 0.8 0.8 0.0 0.0
y Financial Services 6.9 6.0 0.1 0.0
u Real Estate 84.6 83.2 99.1 99.4

Economic Moat 31/03/18

Fund 3-Yr Avg Category Proxy

Wide Moat 2.4 1.4 0.0 0.0
Narrow Moat 86.7 82.9 83.9 82.5
No Moat 10.9 15.7 16.0 17.5

Coverage Ratio 70.5 74.2 89.9 86.2
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Morningstar Analyst Rating

„

Process: Portfolio Morningstar Category Category Index Index Proxy
Equity Australia Real Estate S&P/ASX 300 A-REIT TR Vanguard Australian

Property Secs ETF

Leans toward smaller and more-obscure
stocks.

Process Pillar ∞ Positive

Jun 19, 2018 | Cromwell Phoenix Property Secur-
ities invests significantly in small companies. This
segment is less researched, thereby offering more
opportunities. Liquidity is especially important, so
the  manager  closely  watches  capacity.  The
strategy was closed to new investors in 2015, al-
though following outflows it reopened for a peri-

od in late 2017. The team also usually upholds a
long time horizon with smaller names, which re-
duces the penalty from illiquidity. Small caps and
micro-caps were more than 35% of this strategy
in 2010, declined below 14% in 2014, and have
risen once again to above 22% since 2015, sug-
gesting that flexibility remains ample.

The team's view on what is investable is
also broader than most of its peers'. Holdings of
airports and toll  roads reflect  a willingness to
own companies with earnings that are akin to the
rent from property ownership. The mandate al-

lows for international investments, although as of
early 2018 this hadn't been utilised. This is likely
to change following Unibail-Rodamco's acquisi-
tion of Westfield Corporation.

The  fund  consequently  looks  and  per-
forms very differently than standard benchmarks
and most competitors. Investors should bear this
in  mind when evaluating whether  this  vehicle
suits their needs. It's a supporting player given its
single-sector exposure and small-cap tendencies.

Similarity to Index Proxy 31/03/18

Index Proxy Overlap

Fund Proxy

Circle size represents number of
holdings.

Number of Equity Holdings

Fund 44
Index Proxy 32
Fund Overlap With Index Proxy

Holdings Overlap 17
Asset Overlap 62.7%

Top Five Index Holdings Fund % Proxy %

Scentre Group 15.89 17.74
Westfield Corp 13.19 14.17
Goodman Group — 11.75
Stockland Corp Ltd 4.58 8.53
Dexus 2.68 8.18

Top Five Index Sectors Fund % Proxy %

u Real Estate 84.55 99.41
p Industrials 6.06 0.47
a Technology 1.13 0.13
s Consumer Defensive 0.55 0.00
d Healthcare 0.00 0.00

Portfolio Holdings 31/03/18

Previous Portfolio Date Equity Holdings Bond Holdings Other Holdings Assets in Top 10 Holdings Turnover Ratio (Reported)
28/02/18 44 0 5 64% 9%

Top 10 Holdings Country Assets % Assets % Index %
31/03/18 28/02/18 31/03/18

Days
Trading

Morningstar Rating
for Stocks

Economic
Moat

Sector 1-Yr Total  Ret
%(AUD)

TScentre Group AUS 15.89 14.76 17.74 <1 QQQ Narrow u Real Estate 3.46
Westfield Corp AUS 13.19 13.73 14.17 <1 — Narrow u Real Estate 8.07
GPT Group AUS 7.45 7.58 7.40 <1 QQQ Narrow u Real Estate 0.69
Mirvac Group AUS 6.35 6.34 6.93 <1 QQQ None u Real Estate 5.48

TVicinity Centres AUS 5.70 5.74 6.74 <1 QQQ Narrow u Real Estate 2.79

Charter Hall Group AUS 5.25 5.43 2.31 2 QQ Narrow u Real Estate 17.90
Stockland Corp Ltd AUS 4.58 4.65 8.53 <1 QQQ Narrow u Real Estate -6.59

RMacquarie Atlas Ro AUS 2.90 — — — — — — —
RCash & Cash Equivalents — 2.76 — — — — — — —

Dexus AUS 2.68 2.71 8.18 <1 QQQ Narrow u Real Estate -0.03

Change since previous portfolio: TIncrease YDecrease RNew
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Cromwell Phoenix Property Securities
16260

Morningstar Analyst Rating

„

Performance Morningstar Category Category Index
Equity Australia Real Estate S&P/ASX 300 A-REIT TR

Excellent long-term results.

Performance Pillar ∞ Positive

Jun 19, 2018 | Cromwell Phoenix Property Secur-
ities has handily bested its benchmark and been
among the top-performing strategies since its
launch in April 2008 to the end of May 2018. This
strategy struggled badly during the 2008 crash,
courtesy of its weighty small-cap exposure, but it
has subsequently streaked past its cohort. Crom-

well's  turnaround  began  during  the  sharp  re-
bound in 2009. It continued to outperform signi-
ficantly during 2010-11, markedly different condi-
tions when the index was broadly flat.

The fund surged further ahead as the sec-
tor rose strongly from 2012 to 2015. A variety of
names contributed, but off-benchmark positions
were  notable,  including  Tishman  Speyer,
Macquarie Atlas Roads, Folkestone, and Sydney
Airport.

The  vehicle  hit  a  speed bump in  2016,
lagging the benchmark modestly. This was largely

due to underweightings in market darlings Good-
man Group and Dexus on valuation grounds. The
strategy had a strong year in 2017, helped by pos-
itions in Charter Hall Group, Macquarie Atlas, and
small-cap Desane Group.

The stark underperformance during the
global financial crisis provides a reminder of how
this fund's elevated risk profile and small-cap ex-
posure may result  in underperformance during
downturns, but we think this team has the skill to
deliver over the long-run.

Morningstar Rating and Risk 31/05/18

Period Total
Ret %

Morningstar
Ret vs Cat

Morningstar
Risk vs Cat

Morningstar
Rating

3 Years 9.65 High Low QQQQQ
5 Years 13.62 High Low QQQQQ
10 Years 9.65 High Above Avg QQQQQ
Overall Morningstar Rating QQQQQ

Risk Analysis 31/05/18

3-Year Return and Risk Analysis

7

8

9

10

11

9 10 11 12 13 14 15

Total Return %

Standard Deviation

Fund Category Index

3-Year Risk Measures Fund Category Index

Standard Deviation 10.27 11.79 12.40
Sharpe Ratio 0.76 0.49 0.51

R-Squared 93.94 96.56 —
Beta 0.80 0.94 —
Alpha 2.80 -0.20 —

Max Drawdown 01/06/08 to 31/05/18

Fund Category Index

Max Drawdown (%) -59.63 -53.86 -55.98
Peak Date 06/08 06/08 06/08
Valley Date 02/09 02/09 02/09
Max Drawdown (Months) 9 9 9
Upside/Downside 01/05/08 to 31/05/18

Fund Category Index

Upside Capture Ratio 101.29 93.07 100.00
Downside Capture Ratio 78.27 93.42 100.00
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History 31/05/18
12-Month Rolling Return %

Fund

Full Manager Change

_ & & & & & & & * & ) Quartile Rank in Cat

— 3 1 1 4 4 1 5 39 5 79 Percentile Rank in Cat
— 31.25 10.09 9.95 39.73 12.75 29.63 14.90 12.71 11.86 -0.83 % Total Return AUD
— 20.18 10.94 11.90 8.28 5.71 4.94 1.99 0.04 5.09 -0.72 +/- Category
— 21.70 10.77 11.51 6.94 5.48 2.85 0.53 -0.46 5.42 -1.56 +/- Index

— 7.39 5.13 4.82 4.63 7.09 5.24 4.96 7.74 9.89 1.21 % Income Return

Returns 31/05/18

Trailing Returns Total
Ret %

Investor
Ret %

% Rank
in Cat

Cat
Ret %

Index
Ret %

1 Year 6.79 6.50 7 4.56 5.69
3 Years 9.65 9.57 5 7.16 7.71
5 Years 13.62 13.77 3 10.70 11.46
10 Years 9.65 14.34 1 4.37 4.57
Tenure 04/08 9.26 — — 3.61 4.20
Inception 04/08 9.26 — — 3.61 4.20

Rolling Return Summary

0

0

0

100%
36-Month Rolling Periods
86 Observations, 7 Years

The shading and percentages
correspond to how often the
fund returns landed in each
category quartile.

Calendar Year Returns

Return % Fund Category Index

-20

0

20

40

60

2014 2015 2016 2017 05/18

Year Fund % Category Index %

2014 29.63 24.69 26.79
2015 14.90 12.91 14.38
2016 12.71 12.67 13.18
2017 11.86 6.77 6.44
05/18 -0.83 -0.11 0.73
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Cromwell Phoenix Property Securities
16260

Morningstar Analyst Rating

„

People Morningstar Category Category Index
Equity Australia Real Estate S&P/ASX 300 A-REIT TR

A high-calibre team.

People Pillar ∞ Positive

Jun 19, 2018 | Phoenix Portfolios' managing dir-
ector  Stuart  Cartledge runs Cromwell  Phoenix
Property Securities. Cartledge founded Phoenix
Portfolios in May 2006 after a long stint running
Citigroup Asset  Management's  listed-property
portfolios  before  Legg Mason Asset  Manage-
ment acquired that business. He attained an es-

teemed record at Citi.
Analyst Richard Fakhry researches stocks

and  maintains  valuation  models,  and  he  has
grown increasingly  influential  in  portfolio  de-
cisions. Fakhry joined in March 2009 after five
years in  a similar  role at  BlackRock.  The shop
hired Alex Silinskiy as an analyst in March 2014,
but he left after 18 months and was replaced in
March 2016 by Jordan Lipson.

Senior staff members at Cromwell Prop-
erty Group also offer views on the direct property
market gleaned from their experience as an ASX-

listed owner and manager of commercial prop-
erty.  Cromwell  and Phoenix meet monthly and
share insights and research via an investment
strategy group. However, Cartledge and his team
at Phoenix Portfolios ultimately make the invest-
ment decisions on this strategy.

Cartledge and Fakhry have equity stakes
in Phoenix Portfolios, which helps to align their
long-term interests to the firm's. Incentive remu-
neration is based on investment strategy perform-
ance during one- and three-year periods.

Management Team

Number of Managers Longest Tenure

1 10.17 Years

Advisor

Phoenix Portfolios Pty Ltd

Subadvisor (0 of 0)

—

Stuart Cartledge 04/08 to Present

Years of Experience Current Funds Managed Fund AUM

29 1 245 Mil AUD

Largest Funds Managed Tenure Dates Role Net Assets
Mil AUD

Portfolio
Turnover %

Tenure
  Ret %

Index Ret %

Cromwell Phoenix Property Securities 04/08-to Present Lead 245 52 9.26 4.20
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Cromwell Phoenix Property Securities
16260

Morningstar Analyst Rating

„

Parent Morningstar Category Category Index
Equity Australia Real Estate S&P/ASX 300 A-REIT TR

This nimble boutique has grown into a
more profitable business, while looking
after its clients.

Parent Pillar ∞ Positive

Mar 26, 2018 | Stuart Cartledge founded Australi-
an listed property specialist Phoenix Portfolios in
May 2006, and has employed the same invest-
ment philosophy since. In February 2009, ASX-lis-
ted Cromwell Property Group purchased a 50%
stake.  Each  reduced their  interests  to  45% in
November 2012 with portfolio manager and ana-

lyst Richard Fakhry taking a 10% stake as Phoenix
Portfolios’ assets and financial health improved.
The shop managed AUD 1.03 billion at the end of
2016, including AUD 682 million in unconstrained
strategies.

Cromwell specialises in commercial prop-
erty management and direct property syndicates.
Cromwell distributes and acts as the responsible
entity for co-branded strategies. While the shop is
heavily reliant on senior investors Cartledge and
Fakhry, equity interests are a significant incentive
for them to stay aboard for the long haul. Crom-

well  Phoenix’s resources may not match some
rivals, but it’s freed the team to act decisively as
needed, and this has served unitholders well.

The shop espouses an admirable belief in
investing without constraints and managing capa-
city appropriately. Closing the unconstrained re-
tail vehicle to new investors in early 2015 suppor-
ted this view. The firm launched an index-relative
large cap only offering in March 2015 that omits
smaller cap property stocks to maintain the integ-
rity of the unconstrained approaches.

Fund Family Details

Largest Funds Category Name Net Assets
Mil AUD

Morningstar
Rating Overall

Return %
3-Year

Rank in Cat %
3-Year

Return %
5-Year

Rank in Cat %
5-Year

Fee Level

Cromwell Phoenix Property Securities Equity Australia Real Estate 245.3 QQQQQ 9.65 5 13.62 3 Avg
Cromwell Phoenix Opportunities Fund Equity Australia Mid/Small Value 38.9 QQQQQ 18.07 8 19.28 1 High
Cromwell Phoenix Core Listed Property Equity Australia Real Estate 19.8 QQQ 7.48 46 — — Low
Cromwell Australian Property Fund Unlisted and Direct Property 3.2 — 8.89 76 — — —

Best Performing Funds Category Name Net Assets
Mil AUD

Morningstar
Rating Overall

Return %
3-Year

Rank in Cat %
3-Year

Return %
5-Year

Rank in Cat %
5-Year

Fee Level

Cromwell Phoenix Property Securities Equity Australia Real Estate 245.3 QQQQQ 9.65 5 13.62 3 Avg
Cromwell Phoenix Opportunities Fund Equity Australia Mid/Small Value 38.9 QQQQQ 18.07 8 19.28 1 High
Cromwell Phoenix Core Listed Property Equity Australia Real Estate 19.8 QQQ 7.48 46 — — Low
Cromwell Australian Property Fund Unlisted and Direct Property 3.2 — 8.89 76 — — —

Worst Performing Funds Category Name Net Assets
Mil AUD

Morningstar
Rating Overall

Return %
3-Year

Rank in Cat %
3-Year

Return %
5-Year

Rank in Cat %
5-Year

Fee Level

Cromwell Australian Property Fund Unlisted and Direct Property 3.2 — 8.89 76 — — —
Cromwell Phoenix Core Listed Property Equity Australia Real Estate 19.8 QQQ 7.48 46 — — Low
Cromwell Phoenix Opportunities Fund Equity Australia Mid/Small Value 38.9 QQQQQ 18.07 8 19.28 1 High

Top Analyst Rated Funds Category Name Net Assets
Mil AUD

Morningstar
Analyst Rating

Return %
3-Year

Rank in Cat %
3-Year

Return %
5-Year

Rank in Cat %
5-Year

Fee Level

Cromwell Phoenix Property Securities Equity Australia Real Estate 245.3 „ 9.65 5 13.62 3 Avg

Most Recent Fund Launches Category Name Net Assets
Mil AUD

Inception Date Total Return%
Since Inception

ICR Fee Level

Cromwell Phoenix Core Listed Property Equity Australia Real Estate 19.8 2015-03-10 7.44 0.80 Low
Cromwell Australian Property Fund Unlisted and Direct Property 3.2 2013-09-24 10.91 1.65 —
Cromwell Phoenix Opportunities Fund Equity Australia Mid/Small Value 38.9 2011-12-23 21.25 3.95 High
Cromwell Phoenix Property Securities Equity Australia Real Estate 245.3 2008-04-14 9.26 1.03 Avg
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Cromwell Phoenix Property Securities
16260

Morningstar Analyst Rating

„

Price Morningstar Category Category Index
Equity Australia Real Estate S&P/ASX 300 A-REIT TR

Cromwell is a quality manager at a high
price.

Price Pillar § Negative

Jun 19, 2018 | Cromwell Phoenix Property Secur-
ities has an ongoing annual fee of 0.97%, which
is expensive relative to most wholesale offerings.
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Expense Ratio (ICR/MER) % Net Assets Mil AUD

Expenses and Assets
Expense Ratio (ICR/MER)
Net Assets Mil AUD

— 0.98 0.98 0.94 0.97 0.97 0.97 0.97 0.93 1.03 — Expense Ratio (ICR/MER)
— 4.1 7.0 19.0 46.8 87.4 205.4 223.2 235.5 245.7 245.3 Net Assets Mil AUD
— 0.1 2.5 10.9 18.4 34.2 82.6 -11.9 -15.8 -15.2 1.4 Net Flows Mil AUD

Expense Breakdown

Indirect Cost Ratio (ICR)

Annual Report 30/06/17 1.03

Performance Fee

Actual Performance Fee 0.00
Hurdle N. Ap
High Watermark N. Ap

Selected Components

Management 0.82
Tax Cost Ratio (3-Year) —

Fee Level

Fee Level Peer Group

Avg Australian Listed Property
Min Initial Below 50,000

Fee Level Breakpoints

0.16

2.83 High >2.20
Above Average 1.69-2.20
Average 0.97-1.69
Below Average 0.81-0.97
Low <0.81

Fund 1.03
Peer Median 1.26

Share Class Information Largest 1 of 1

Share Class APIR Category Name Fee Level ICR Fees (Max) —
Mgmt Admin

Minimum
Initial Inv

Assets
Mil AUD

1-Yr Flow
Mil AUD

Cromwell Phoenix Property Securities CRM0008AU Equity Australia Real Estate Avg 1.03 0.82 — 20,000 245.35 0.03
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Morningstar Global Fund
Report Disclosure

Currency
This Research Report is current as at the date on the
report until it is replaced, updated or withdrawn. Our
financial product research may be withdrawn or changed
at any time as other information becomes available to us.
This report will be updated if events affecting the report
materially change.

Research Criteria
For further information as to:

• the scope and expertise of our research,
• the process by which products are selected for

coverage,
• the filters and research methodology applied, and
• Morningstar’s ratings and recommendation scales

across credit, equity, ETF, fund, and LIC research,
please refer to the Research Overview documents at
www.global.morningstar.com/au/researchdocuments
.

Material Interests and Conflicts of Interest and
How We Manage Them
(1) Holding Securities in Product Issuers
No material interests are held by us, our staff, or a
related company in the financial products that are the
subject of the report or the product issuer. Generally,
analysts are not permitted to hold securities in entities
that they rate, subject to specific waivers by the
Morningstar Securities Trading and Disclosure Policy
Committee.

(2) Fees From Publishing This Report
The Morningstar Group and its staff and associates will
not receive any direct benefit from the publication of this
report. Morningstar does not receive commissions for
providing research and does not charge companies to be
rated. Where Morningstar provides research it is
remunerated by subscribers paying a subscription fee.
This fee is variable depending on the client’s specific
requirements.

(3) Who Do We Rate?
Morningstar has an associated business, Morningstar
Investment Management Australia, which provides
investment management and consulting services.

Morningstar avoids any potential conflict of interest by
not undertaking or publishing qualitative analyst research
on Morningstar Investment Management’s investment
products.

Morningstar avoids potential conflicts of interest by not
publishing qualitative analyst research or qualitative
ratings on investment products that track a Morningstar
Index.

Morningstar does not publish qualitative analyst research
on any affiliated or related financial product issuers.

(4) Providing Other Services
Morningstar may provide a rated product issuer or its
related entities with the following services or products
for a fee and on an arms length basis:

• Software products and licences
• Research or consulting services
• Equity, credit and fund data services

• Licences to republish our ratings and research in
their promotional material. (Any licensing agreement
takes place after the ratings and research have been
completed and published to our clients and the wider
marketplace, and the product provider therefore
cannot influence the outcomes of our assessments.
Licensing negotiations are undertaken by sales
employees segregated from research employees.)

• Licences to use our Morningstar Indexes
• Event sponsorship
• Website advertising

(5) Our Employees:
Our employees may from time to time receive nominal
gifts/hospitality from clients and/or product providers.
We have strict guidelines in place as to the
circumstances and extent to which our employees may
accept any such gifts/hospitality.

Morningstar regularly reviews all gifts, benefits and
entertainment received to ensure adherence with internal
policy requirements. Our employees are guided by our
Code of Ethics and our related conflicts of interest
policies.

Some of our Manager Research staff participate from
time to time in overseas industry forums. The costs are
paid by the event organiser which in turn charges fees to
fund managers on which Morningstar may produce
qualitative research reports and ratings. That is, the
benefits are indirectly provided by the fund managers.

Our Equity Research staff use publicly available
information, however where Morningstar completes
research on initial public offers for credit securities,
Equity Research staff may be provided with non-public
information. Morningstar has strict procedures in place in
relation to the handling of non-public information.

Morningstar research staff are remunerated by salary and
do not receive any commissions or fees. They may be
eligible for an annual bonus which is discretionary and
relevant to their role as offered by Morningstar from time
to time at its discretion. Certain staff may also receive
Restricted Stock Unit Grants in Morningstar, Inc. that are
vested over a defined period. Generally these grants aim
to retain key employees.

Reasons For Our Opinion and Recommendation
The opinions and recommendations in the research report
are based on a reasonable assessment by the research
staff member who wrote the report of information
provided by the product issuer and generally available in
the market. Our research staff:

• are well-qualified,
• exercise due care and skill in assessing the

information available to them, and
• give their opinions and recommendations on

reasonable grounds.

Copyright, Disclaimer & Other Information
Financial Services Guide
Please refer to our Financial Services Guide (FSG) for
more information. This is available at:
http://www.morningstar.com.au/s/fsg.pdf

The Provider
Morningstar Australasia Pty Ltd ('Morningstar') ABN: 95
090 665 544, AFSL: 240892 (a subsidiary of Morningstar,
Inc.) of Level 3, International Tower 1, 100 Barangaroo
Avenue, Barangaroo NSW 2000 is the provider of the
general advice ('the service') provided in this report. The
service is provided through the research and rating of
investment products.

Copyright
© The material contained in this document is copyright of
Morningstar, Inc., its licensors and any related bodies
corporate that are involved in the document’s creation.
All rights reserved. Except as permitted by the Copyright
Act 1968, you may not reproduce, transmit, disseminate,
sell or publish this information without the written

consent of Morningstar, Inc. and may only use the
information for your internal purposes.

Trademarks
'Morningstar' and the Morningstar logo are registered
trademarks of Morningstar, Inc.

Disclaimer
All care has been taken in preparing this report but
please note that we base our financial product research
on current information furnished to us by third parties
(including the financial product issuers) which we cannot
necessarily verify.  While we will use all reasonable
efforts to obtain information from reliable sources, we do
not guarantee the data or content contained herein to be
accurate, complete or timely. To the extent that our
research is based on information received from other
parties, no liability is accepted by Morningstar, its
affiliates nor their content providers for errors contained
in the report or omissions from the report. Morningstar
determines ratings on the basis of information disclosed
to Morningstar by investment product providers and on
past performance of products. Past performance does not
necessarily indicate a financial product’s likely future
performance.

To the extent that any of the content of the research
report constitutes advice, it is general advice (being a
‘class service,’ and not a ‘personalised service’ as
defined in the Financial Advisers Act 2008, in respect of
New Zealand Products) which has been prepared by
Morningstar Australasia Pty Ltd ABN: 95 090 665 544,
AFSL: 240892 and/or Morningstar Research Limited,
subsidiaries of Morningstar, Inc, without reference to
your objectives, financial situation or needs. You should
consider the advice in light of these matters and, if
applicable, the relevant product disclosure statement and
the information provided by Morningstar as to the scope
and expertise of the research, the process by which
products are selected for coverage, the filters and
research methodology applied, and the spread of ratings
as well as any additional warnings, disclaimers or
qualifications before making any decision to invest. Our
publications, ratings, and products should be viewed as
an additional investment resource, not as your sole
source of information.

Further Information
If you wish to obtain further information regarding
previous research reports and recommendations and
our services, please contact us on:
Morningstar.com.au subscribers
Tel: 1800 03 44 55
Email: help.au@morningstar.com

Advisers/Institutions/Others
Tel: +61 2 9276 4446
Email: helpdesk.au@morningstar.com
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