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Any opinions expressed in this presentation constitute our judgement at the time of issue and are subject to change. WeManagement
believe that the information contained in this presentation is correct and that any estimates, opinions, conclusions or
recommendations are reasonably held or made as at the time of compilation. However, no warranty is made as to their
accuracy or reliability (which may change without notice) or other information contained in this presentation. To the
maximum extent permitted by law, we disclaim all liability and responsibility for any direct or indirect loss or damage
which may be suffered by any recipient through relying on anything contained in or omitted from this presentation.
This presentation contains general information and may constitute general advice. It does not take into account any
person's particular investment objectives, financial situation or individual needs. It should not be relied upon as a
substitute for financial or other specialist advice. It has been prepared solely as an information service for financial
advisers and should not be distributed to clients.
Before making any decisions on the basis of this presentation, you should consider the appropriateness of its content
having regard to your particular investment objectives, financial situation or individual needs
Opinions expressed constitute our judgement at the time of issue and are subject to change. The presenter is a

i Limited. MLC Limited ABN 30 002 641 661 105-153 Miller Street, North
Sydney NSW 2060 is a member of the National group of companies.
MLC Investments Limited is the issuer of the MLC MasterKey Unit Trust. Information about the MLC MasterKey Unit
Trust is contained in the current Product Disclosure Statement (‘PDS’), copies of which are available upon request by
phoning MLC on 131 831 or on our website at mic.com.au

How investors want the world to be..




How the world actually looks..
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“If economists could manage to get themselves thought
of as humble, competent people on a level with dentists,
that would be splendid.”

- John Maynard Keynes 1930

Asset class returns: equity returns have been m
very strong —4
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+ Returns have been very strong..

+ ..but it remains a highly uncertain environment for the world and Australian
economies and financial markets

+ Risk of another crisis is still elevated — plenty of things could go wrong from
here, but..

« .future equity returns still look reasonable — particularly vs sovereign debt
and cash returns that look poor. (Safe havens don’t look all that safe!)

+ There are no guarantees in life or investing

» Diversification, risk management are absolutely critical
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Eurozone banks are still reluctant to lend

Eurozone banks credit standards

Net balance %

Banks expected to
ease standards
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tighten standards
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“Combination of banks' expected change in credit standards to firms and consumers.
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In contrast, US banks seem happy to lend ....g

US banks' lending stance* Mlnnugemem
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“Combination of banks' attitude to lending to medium and large busi d their will lend to household
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Global economy: how far does GDP need to 3
rise to get back to pre-GFC peak?
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« Eurozone economies are either in recession or still teetering on the brink; conditions in
the European periphery remain dire

«  Fiscal austerity is acting as a drag on growth across much of the world, particularly in
Europe
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Things we worry about today

« Safe havens

+ China in transition

+ Australia — are we really that well placed?

« Austerity is the new black — risk of a policy-induced global recession?
« Europe — the risk of a eurozone collapse

+ An (eventual) inflationary solution to the GFC?




How safe are the traditional safe havens? .._g

6.0 US real 10yr bond yields*
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Source: Datastream, MLC Investment Management.
Calculated using an inflation expectation based on a combination of backward
and forward looking inflation
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Now about those 7% TDs....
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Gold as a safe haven??
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Chinese consumers o,

China: aggregate debt by sector
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Australia’s ex-mining growth is very subdued (L3,
mveurﬁfm
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Mining still accounts for the lion’s share of

6

business investment Investment
Management
Mining capex as a share of the total
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Australia: consumers in snapshot
Australian consumers are still ..but consumer sentiment is still Investment
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Personal credit growth has ..and the household saving rate
has soared.
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The Australian dollar: overvalued and
vulnerable under adverse scenarios
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Higher unemployment rate typically points to
lower cash rates

Unemployment rate and the cash rate
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A social catastrophe:
youth unemployment in the Eurozone
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The elephant is still in the room!

General government debt as a % of GDP (2013 estimate) lnvesiment
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Climbing the wall of worry -...g

Equity market total returns since pre-GFC peak i
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+ Returns have been very strong..
+ ..but it remains a highly uncertain environment for the world and Australian
economies and financial markets
+ Risk of another crisis is still elevated — plenty of things could go wrong from
here, but..
+ .future equity returns still look reasonable — particularly vs sovereign debt
and cash returns that look poor. (Safe havens don’t look all that safe!)
+ There are no guarantees in life or investing
» Diversification, risk management are absolutely critical




