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Market Commentary

Markets capped off a strong month with the leading US market up 9%, following a 4% gain
in the last week alone. The US earnings season surprised weak expectations (especially
for large tech stocks) and the Nasdaq performed even better.

However, once again it seems that inflation and interest rate expectations were the real
driver as weak economic data gave investors some 'hope’ that the Federal Reserve was
seeing some early success in slowing the US economy and might be able to pause
interest rate rises, including a second consecutive quarter of economic contraction
(something which some, not all, call a recession).

On the other hand, inflation measures, including the Fed’s preferred Personal
Consumption Expenditures continued to rise (The PCE is abroad ‘core’ measure of
inflation based on actual economic activity rather than surveys and notional baskets as is
the case with the Consumer Price Index). In absolute terms it is, as usual, a little lower
than CPI (6.9% for the last 12 months and 4.8% excluding food and energy) but the
direction of travel remains upwards on a monthly basis. What matters to markets though
is what the net impact on bond rates is and consequently, long bond rates have moved
down by about 0.5% in the last month.

All that meant that the US tech giants led the market and made the biggest contribution,
while perhaps surprisingly, UK, European and Australian markets kept pace in the last
week while Asia and Japan were flat. For the month as a whole Japan and Australia
almost kept up with the US while Europe was flat and Emerging markets were down a few
percent. In the latter case the continued strength of the US Dollar has weighed on
sentiment and into the end of the month concerns focused particularly on the debt laden
property sector and a potentially deepening recession.

Market Returns - 1 Month to 31 July 2022 (in AUD)
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Portfolio Commentary

The portfolio’s direct Australian equities returned slightly less than the S&P; ASX 300 Index
over the month of July due to its bias towards “value” companies with stable earnings, as
opposed to “high-growth” companies which were in favour for the month. This was a
result of declining yields in the bond market which flowed through into discount factors,
making future earnings more valuable.

International equities had a mixed performance with developed equites (+6.4%) and
emerging markets (-1.7%) completely diverging. Direct exposure to the U.S. through the
Vanguard U.S. Total Market Shares Index ETF proved positive, benefitting from the same
declining yield trend as the Australian market. Akin to Australia, investors rotated out of
global “value,” and consequently Vanguards Global Value Equity Active ETF
underperformed, only gaining +3.2%. In contrast, the trend favoured small companies,
with the Vanguard MSCI International Small Companies Index ETF gaining +6.5%.

Property rebounded for the month as it appeared central banks might not be able to lift
rates as fast as previously expected without causing a recession. The Australian Property
Securities Index ETF finished the month up +11.1%.

In direct contrast to the rest of this year, the lower duration (interest rate sensitivity) in the
portfolio hampered returns for the month as yields came down. The VanEck Vectors
Australian Floating Rate ETF, which carries 0.1 years of duration, as opposed to the
index’s 5.4 years, struggled the most, only adding +0.2%, compared to the Vanguard
Australian Fixed interest ETF which returned +3.6%.

Growth of $10,000 (Income reinvested) vs CPI + 3%

Aug 2020 Dec 2020 Apr 2021 Aug 2021 Dec 2021 Apr 2022 Jul 2022

9000

9500

10000

10500

11000

11500

12000

12500

13000

Portfolio Performance vs Objective
Performance to 31 July 2022 1 Month 3 Months 6 Months 1 Year SI*

Mulcahy Core Balanced 2.45% -2.50% -0.74% -1.86% 7.05%

CPI + 3% 0.70% 2.09% 4.64% 9.77% 6.90%

Relative objective performance 1.75% -4.59% -5.37% -11.63% 0.14%

*Since Inception: 15 April 2020

^Quarterly CPI data is estimated until official data is released by the ABS
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Underlying Manager Allocation and Performance

Performance to 31 July 2022 Weight 1 Month 3 Months 1 Year

Australian Equities 31.77%

Mulcahy & Co Direct AEQ (MQ) 31.77% 2.91% -5.93% 0.16%

International Equities 13.77%

Vanguard Global Value Equity Active ETF 3.55% 3.23% -3.66% 2.83%

Vanguard U.S. Total Market Shares Index ETF 1.87% 6.77% -2.11% -3.42%

Vanguard FTSE All World Ex-US ETF 5.27% 1.75% -2.66% -9.81%

iShares MSCI Emerging Markets ETF 0.99% -2.45% -5.11% -16.75%

Vanguard MSCI International Small Companies Index ETF 2.10% 6.49% -2.25% -10.21%

Property & Infrastructure 5.13%

Vanguard Australian Property Securities Index ETF 5.13% 11.06% -8.30% -1.36%

Fixed Interest 37.86%

Janus Henderson Tactical Income Fund 10.70% 1.99% 0.31% -1.98%

Vanguard Australian Fixed Interest Index ETF 9.69% 3.64% 1.51% -9.08%

Vanguard International Fixed Interest Index ETF (Hedged) 3.64% 2.93% 0.21% -8.20%

Ardea Real Outcome Fund 7.13% -2.08% -1.50% -2.22%

VanEck Vectors Australian Floating Rate ETF 6.70% 0.24% 0.14% -0.48%

Cash 11.47%

BetaShares High Interest Cash ETF 10.06% 0.12% 0.24% 0.41%

Cash 1.41% 0.12% 0.21% 0.22%

Top 3 Contributors
Performance to 31 July 2022 Return Contribution

Vanguard Australian Property Securities Index ETF 11.06% 0.57%

Vanguard Australian Fixed Interest Index ETF 3.64% 0.35%

Westpac Banking Corp 10.31% 0.31%

Top 3 Detractors
Performance to 31 July 2022 Return Contribution

BHP Group Ltd -6.23% -0.16%

Ardea Real Outcome Fund -2.08% -0.15%

Newcrest Mining Limited -7.61% -0.09%
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Important Information

The information contained in this document is not intended to be a definitive statement
on the subject matter nor an endorsement that this Portfolio is appropriate for you and
should not be relied upon in making a decision to invest in this Service or Fund.

Financial commentary contained within this report is provided by InvestSense Pty Ltd
(InvestSense Pty Ltd (ABN 31 601 876 528), a corporate authorised representative (CAR
1006839) of IS FSL Pty Limited (ABN 17 151 866 385, AFSL 408800), who is the Portfolio
Manager of this Portfolio.

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,
InvestSense has relied upon and assumed, without independent verification, the accuracy
and completeness of all information available to InvestSense. To the maximum extent
permitted by law, neither Macquarie or its directors, employees or agents accept any
liability for any loss arising in relation to this report.

The suitability of the Service or Fund to your needs and the suitability of a particular
Investment Choice depends on your individual circumstances and objectives and should
be discussed with your Adviser. Potential investors must read the FSG and IDPS Guide
and/or Super PDS 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.
Macquarie and the Trustee do not assure or 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.

InvestSense, Macquarie, 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 Service or Fund.


