N TS Fund: Coolabah Long-Short Credit PIE Fund

Strategy: Alternatives/Unconstrained Fixed-Income

\ THE INTELLECTUAL EDGE: MAKING EVERY BASIS POINT COUNT )
Return (since Dec. 2021): 6.39% pa net
Net return volatility (since Dec. 2021): 2.67% pa
September 2026
Objective: The Fund targets investment returns, after fees and before tax,  Feriod Ending Net Return’ RBNZ Overnight Net Exce:s
of 4% to 6% per annum above the overnight interbank cash rate as 2026-09-30 Cash Rate Return
. . o
published by the Reserve Bank of New Zealand (RBNZ), with less than 5% 1 month 0.05% 0.22% 0.17%
per annum volatility over rolling 3 year periods.
3 months 0.45% 0.64% -0.19%
Strategy: The Fund provides exposure to an actively managed, absolute
return fixed-income strategy focused on exploiting long and short 6 months 2.08% 1.19% 0.88%
mispricings in global credit markets. The Fund currently invests in the
0, 0, 0,
Smarter Money Long-Short Credit Fund (Underlying Fund), an Australian 1year 3.27% 2.37% 0.90%
unit trust managed by Coolabah. The Fund targets a position of being 3 years pa 7.45% 3.88% 3.57%
fully hedged back to New Zealand dollars.
The Underlying Fund is permitted to invest in Australian and global bonds, Inception pa
. 6.39% 3.68% 2.71%
such as government and semi-government bonds, bank and corporate Dec. 2021

bonds, hybrid and asset-backed securities, including residential-

H N
mortgage-backed securities, issued in Australian Dollars or hedged to Ll it

Australian Dollars, as well as cash, cash equivalents and related 5 years pa 6.07% 3.56% 2.51%
derivatives. It can borrow, use derivatives and short-sell, meaning it may
be geared (or leveraged). Leverage can amplify gains and also amplif Inception pa
. ( ged) = P Al R 5.40% 2.42% 2.97%
losses. Sep. 2017
Long Short Credit PIE Fund Returns (Net) vs Comparisons Annual Running Yield*
1 Year Returns to September 2026 (NZD hedged) 30 September 2026 (NzD)*

- i o)
Long-Short Credit PIE Fund 3.27% Long-Short Credit PIE Fund 5.19%
NZBond Composite Bond 4.51%
. Index Yield
AusBond Credit FRN Index* 3.16%
NZBond Credit
0
Index Yield 4.49%
AusBond Bank Bill Index* 2.46%
NZBond Bank Bill o
Index Yield 3.03%
RBNZ Overnight Cash Rate 2.37%
RBNZ Overnight Cash Rate 2.75%
-1.86% AusBond Composite Bond
' ° NZD Hedged Index NZX50 Dividend Yield 2.40%
-1.00% 0.00% 1.00% 2.00% 3.00% 0.00% 1.00% 2.00% 3.00% 4.00% 5.00%
Data Source: RBA, Bloomberg, Apex Fund Services, Coolabah Capital Investments Data Source: RBA, Bloomberg, Coolabah Capital Investments

A The Underlying Fund (Smarter Money Long-Short Credit Fund) is an Australian unit trust. The returns displayed are estimated in NZD based on the actual AUD returns with 1 month forward contracts. " Net returns are calculated from the historic gross
returns using the current fee structure as displayed in the PDS. * The Excess Return columns represent the gross and net return above the AusBond Bank Bills Index hedged to NZD. # The yields shown are estimates based on the yield of the underlying
strategy hedged to New Zealand Dollar (NZD) using the NZD Bank Bill 3 Month Index (NDBB3M) and the AUD Bank Bill 3 Month Index (BBSW3M).

* The yield displayed for the Fund is the annual running yield before fees. A fund’s running yield is a forward-looking measure of the income expected to be generated by the portfolio based on the coupons payable on the bonds held by the fund as at
that date, before management fees, performance fees and fund expenses. The yield can change daily depending on factors, such as the fund's investment activity and market movements, and may be different on the day you invest. All investments carry
risks, including that the value of investments may vary, future returns may differ from past returns, and that your capital is not guaranteed. The Fund has a different risk profile to the other comparisons, including, amongst other things, that it uses
leverage, which means that both gains and losses may be amplified. To understand the Fund'’s risks better, please refer to the Product Disclosure Statement.

Disclaimer: Past performance does not assure future returns. Returns and yields are shown net of management fees and costs unless otherwise stated. All investments carry risks, including that the value of investments may vary, future returns may differ
from past returns, and that your capital is not guaranteed. To understand Fund’s risks better, please refer to the Product Disclosure Statement available at Coolabah Capital Investments' website.

Note: all portfolio statistics other than yields and duration are reported on gross asset value

Av. Portfolio Credit Rating AA- Gearing Permitted? Yes

Portfolio MSCI ESG Rating AA 1 Year Av. Gross Portfolio Weight to Cash 7.7%

No. Cash Accounts 36 Gross Portfolio Weight to AT1 Hybrids 0.0%

No. Notes and Bonds 302 Gross Cash Accounts + RBA Repo-Eligible Debt 72.2%

Av. Interest Rate (Gross Running Yield) 5.19% Net Annual Volatility (since incep.) 2.67%

Modified Interest Rate Duration 0.26 years Underlying Strategy Ratings: Recommended (Lonsec); Recommended

(Zenith); Superior - More Complex (Foresight Analytics)
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Portfolio Weights: Cash + RBA Repo Eligible Debt
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Click here’

Fund: Coolabah Long-Short Credit PIE Fund
Return/Risk: 6.39% pa net (2.67% pa volatility)

Long Short Credit PIE Fund Portfolio Composition (GAV)
30 September 2026

0.12%

4.84%
Cash
u 4.84%
m Government & SSA
30.13%
m RMBS and ABS
1.01%
m Senior Securities
52.06%
m Tier 2 Securities
11.84%
Derivatives
0.12%
Data Source: Coolabah Capital Investments
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Data Source: Bloomberg, Coolabah Capital Investments

Disclaimer: Past performance does not assure future returns. Returns and yields are shown net of management fees and costs unless otherwise stated. All investments carry risks, including that the value of investments may vary, future returns may differ
from past returns, and that your capital is not guaranteed. To understand Fund’s risks better, please refer to the Product Disclosure Statement available at Coolabah Capital Investments' website.

The since inception net return of 6.39% pa net is the total annual return earned by the fund since Dec. 2021, including interest income and movements in
the price of the bond portfolio after all fund fees (assuming net returns are calculated from the historic gross returns using the current fee structure as
displayed in the Product Disclosure Statement). The net return quoted applies to the Coolabah Long-Short Credit PIE Fund, with quarterly distributions
reinvested. Investment return will vary depending upon investment date and any additional investments and withdrawals made. The annualised volatility
estimate of 2.67% pa is based on the standard deviation of net daily returns since inception, which are then annualised, attributable to the Coolabah Long-

Short Credit PIE Fund.

Portfolio Managers
Fund Inception
Morningstar Ticker
Asset-Class

Target Return
Investment Manager
Supervisor

Manager

Christopher Joye, Ashley Kabel, Roger Douglas, Fionn O'Leary (Coolabah Capital Investments)

09-Dec-2021

25326

Alternatives/Hedge Funds

Net 4.0%-6.0% pa over RBNZ cash rate

Coolabah Capital Investments (Retail)

Public Trust

FundRock NZ
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Distributions
Unit Pricing

Min. Investment

Quarterly

Daily (earnings accrue daily)

NzD$1,000

Withdrawals Daily Requests (funds normally in 4 days)
Buy/Sell Spread 0.00%/0.05%
Mgt. & Admin Fee  1.00% pa

Perf. Fee

20.5% of returns over AusBond Bank Bills Index hedged
to NZD + 1% pa
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In the commentary below, returns indicated with * are estimated returns in NZD based on AUD returns hedged to NZD with 1m forward contracts. All other returns are NZD Denominated where unit classes in NZD exist, and estimated from AUD returns
hedged to NZD using 1m forward contracts before the inception of the NZD unit class. Strategy commentary is for the AUD Market.

Portfolio commentary: In September, the zero-duration daily liquidity Long-Short Credit PIE Fund (NZLSCP) returned 0.05% net,
compared to the RBNZ Overnight Cash Rate (0.22%), the AusBond Bank Bill Index* (0.24%), and the AusBond Credit FRN Index*
(0.26%). Over the previous 3 years, NZLSCP returned 7.45% pa net, outperforming the RBNZ Overnight Cash Rate (3.88% pa), the
AusBond Bank Bill Index* (3.94% pa), and the AusBond Credit FRN Index* (4.97% pa). NZLSCP ended September with a running
yield of 5.19% pa, a weighted-average credit rating of AA-, and a portfolio weighted average MSCI ESG rating of AA.

Since the inception of NZLSCP 4.8 years ago in December 2021, it has returned 6.39% pa net, outperforming the AusBond Bank
Bill Index* (3.68% pa), the RBNZ Overnight Cash Rate (3.68% pa), and the AusBond Credit FRN Index* (4.52% pa). While NZLSCP's
return volatility since inception has been low at around 2.67% pa (measured using daily returns), as a daily liquidity product with
assets that are marked-to-market using executable prices, volatility does exist. This contrasts with illiquid credit (eg, loans and high
yield bonds) wherein assets that have very high risk can appear to have remarkably low volatility, which is, in fact, just a mirage
explained by the inability to properly value these assets using executable prices.

Strategy commentary: September brought an intensification of the global bond sell-off, with benchmark sovereign yields reaching
fresh multi-year and, in several cases, multi-decade highs. Renewed US-Iran hostilities pushed Brent crude back above US$100 a
barrel, while the Fed, the ECB and the Bank of Japan raised policy rates in quick succession. Alongside further tightening from the
RBA, these moves reinforced the belated, globally synchronised hiking cycle we have been flagging for some time.

Global markets

The Middle East again dominated the month. The US and Iran traded strikes for the first time since July, attacks on shipping in the
Strait of Hormuz intensified, Iran-allied militants struck Saudi energy facilities, and a pipeline outage added to supply concerns.
Tehran ultimately issued an explicit refusal to reopen the Strait. Each flare-up pushed oil and yields higher, while brief optimism
about a ceasefire or diplomatic breakthrough periodically reversed the move, only to fade within days.

The Fed delivered its first rate hike since 2023, lifting the federal funds target range by 25bps to 3.75%-4.00%. The decision was
unanimous and the accompanying commentary hawkish, following the signal from Chair Kevin Warsh at Jackson Hole. The ECB also
raised rates by 25bps, taking its deposit rate to 2.50%, while upgrading its growth forecasts and projecting inflation above target for
longer. ECB sources initially pointed to October for the next move, before markets settled on December as the more likely timing.

European politics added another source of pressure. A poor regional election result for Chancellor Merz's CDU, alongside further
gains for the AfD, was interpreted as structurally bearish for Bunds because of the implications for fiscal policy and coalition stability,
although the immediate market reaction was limited. France experienced its own fiscal-driven sell-off, with weak auctions
compounding existing concerns and the OAT/Bund spread widening from 85bps to 127bps, its highest level since 2012.

Yield curves bear flattened for much of September as markets priced further tightening and intermediate maturities
underperformed. Sharp but short-lived reversals, including a post-FOMC rally and a mid-month bounce on easing Hormuz rhetoric,
were subsequently unwound. Into month-end, the dynamic shifted: despite firm European inflation readings, softer US core PCE
data prompted markets to pare back October hike expectations on both sides of the Atlantic. Curves steepened as short-dated bonds
outperformed and long-dated yields remained under pressure.

Government bond yields finished sharply higher. The 10-year US Treasury yield rose 55bps to 5.28%, leaving it 113bps above its level
a year earlier. US 10-year and 30-year yields reached their highest levels since 2007 and 2002 respectively. German 10-year Bund
yields climbed 26bps to 3.59%, having breached 3.60% during the month, while 10-year UK Gilt yields rose 36bps to 5.42%. French
OATs were the notable underperformer: 10-year yields surged 68bps to 4.86% and 30-year yields traded above 5% for the first time
since 2008. Italian 10-year BTP yields rose 46bps to 4.61%. The OAT/Bund spread widened 42bps to 127bps and the BTP/Bund
spread 20bps to 103bps. Japanese 10-year government bond yields increased 11bps to 3.05%, up 141bps over the year.
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Strategy commentary cont'd: Oil was the clearest expression of the geopolitical risk premium. Brent crude rose 14.4% to US$103.53
a barrel and WTI 5.4% to US$90.42, leaving the benchmarks 54% and 45% higher than a year earlier. Non-interest-bearing precious
metals moved the other way as yields climbed: gold fell 6.3% to USS$4,157 an ounce and silver declined 9.2%, unwinding much of
August's rally, although gold remained 7.7% higher over the year. Bitcoin gained 6.05% to US$83,621 but remained 27.1% below its
level a year earlier.

The US dollar strengthened against the euro despite the ECB's hike, with EUR/USD falling 2.5% to 1.133. The yen recovered some
ground following the Bank of Japan's tightening, with USD/JPY declining 1.5% to 157.41.

Equity gains were highly concentrated. The S&P 500 fell 0.45% in price terms and returned -0.35% including dividends, with
technology the only sector to finish the month higher. The Nasdag 100 gained 3.2%, or 3.3% including dividends, supported by
semiconductors. Elsewhere, the Euro Stoxx 50 fell 2.35% (-2.2% total return), the Euro Stoxx Banks Index declined 1.7% (-1.4% total
return), and the FTSE 100 lost 2.0% on both measures after rounding. The Nikkei 225 rose 0.7%, or 1.2% including dividends.

Credit and primary issuance

Credit spreads widened alongside the rise in government bond yields. US CDX IG widened 3bps to 60bps and CDX HY 27bps to
341bps. In Europe, iTraxx Main widened 6bps to 63bps, Xover 15bps to 301bps and senior financials 8.5bps to 69bps. Despite
September's widening, Xover remained 27bps tighter over the year and CDX HY 5bps tighter.

Cash credit also weakened, particularly in Europe. Euro aggregate corporate spreads widened 11bps to 90bps as the post-summer
supply surge repriced secondary markets. Sterling corporate spreads widened 5bps to 91bps and US investment-grade corporate
spreads 3bps to 80bps. Interest-rate exposure remained a major driver of corporate bond returns: the Global Aggregate Corporate
Index hedged to US dollars lost 2.10% in September, while its duration-hedged counterpart gained 0.30%. Over the year, these
indices returned -0.96% and 4.74% respectively. The 5.7 percentage-point gap illustrates how heavily duration has weighed on
returns in this cycle.

US primary market activity was robust, with US$210bn of US dollar investment-grade supply, of which corporates accounted for 52%,
according to Bank of America. Non-US banks led issuance following the Labor Day break. Despite the heavy calendar, new-issue
concessions remained contained at around 2.5bps on average. Citi's USS12bn four-tranche holding-company deal attracted
USS$40.5bn of demand, with the long end tightening 3bps immediately after pricing. Acquisition financing was an important driver of
corporate supply, including Aon's USS13.5bn seven-tranche deal to fund its US$17bn purchase of USI.

European issuance also accelerated as investors returned from the summer break. According to Barclays, €107bn of investment-
grade supply priced, including €47bn from financials. Average new-issue concessions across financials were 6bps, compared with
around 2.5bps across the US dollar market. Although some new bonds tightened after pricing, several issuers' outstanding bonds
repriced wider towards new-issue levels. UBS's €1.75bn 11NC10 holding-company transaction offered an all-in yield above 4.5%,
attracting strong demand from insurers. Books were 3.7 times covered and the bonds tightened 4bps immediately after pricing.
Amazon issued a four-tranche £4bn deal against £10.7bn of demand, with the shorter-dated tranches tightening 2-3bps in secondary
trading.

Australian primary markets were quieter than August's frenetic pace but remained ahead of last year. Approximately AS10bn of
investment-grade credit was issued, 9% more than September 2025's A$9.2bn. Year-to-date supply reached A$S154.6bn, compared
with A$120.4bn at the same point last year. Issuers navigated greater credit-spread volatility during a month in which both the RBA
and the Fed raised rates by 25bps against a backdrop of elevated oil prices and other inflationary pressures.

Securitisation was a significant contributor. ANZ issued A$2.5bn in the second instalment of its Kingfisher RMBS programme. The
senior Al tranche attracted A$3.4bn of demand for an AS1.9bn issue, or 1.8 times coverage. Bendigo and Adelaide Bank's first
Torrens RMBS transaction of the year raised A$920m against AS1.38bn of orders. Great Southern Bank, formerly known as Credit
Union Australia, issued AS500m of five-year senior debt against AS900m of demand.
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Strategy commentary cont'd: Subordinated supply also picked up. Macquarie Bank issued AS$S1.4bn across 10.5NC5.5 fixed- and
floating-rate tranches and a 15NC10 floating-rate tranche, attracting A$3.3bn of demand. Transgrid followed with a 10-year fixed-
rate senior bond and a 30NC5 floating-rate subordinated note, together raising AS950m against AS$2.8bn of orders.

Nationwide's five-year floating-rate covered bond and ING's five-year fixed- and floating-rate covered bonds together raised AS2.5bn
against AS4.2bn of demand. Kangaroo issuance continued through Mizuho, Anglian Water and E.ON, which priced senior bonds
across three-, five- and six-year tenors for a combined AS1.65bn against AS2.9bn of orders. Semi-government syndicated issuance
added AS5.2bn through NSWTC, WATC, NTTC and TASCORP.

Australia and New Zealand

Australian government bonds sold off again, although their 10-year vyield rose less than the US equivalent. The 10-year
Commonwealth government bond yield increased 26bps to 5.35%. Domestic credit spreads were mixed: five-year major-bank senior
spreads widened 2bps to 67bps and subordinated spreads 3bps to 130bps, while hybrid spreads tightened 16bps to 159bps. The
Australian iTraxx Index widened 5bps to 72bps.

The rise in yields weighed on domestic fixed-rate benchmarks. The AusBond Composite Index declined 0.86% and the AusBond
Credit Index lost 0.54%, while the AusBond Credit FRN Index gained 0.37%. The Australian dollar fell 3.1% against the US dollar to
USS$0.6947. Australian equities underperformed the major overseas indices discussed above, with the ASX200 falling 3.2% in price
terms and 2.4% including dividends.

New Zealand's 10-year government bond yield ended September at 5.04%, after reaching 5.13% on 28 September. The New Zealand
dollar fell 4.8% against the US dollar to US$0.5634, while the NZX50 price and total-return indices declined 1.5% and 0.6%
respectively.

The RBA raised the cash rate by 25bps to 4.60% at its September meeting, moving closer to the 4.75%-5.00% range implied by our
Taylor Rule modelling.

Portfolio performance

September was challenging for fixed-income investors, with widening credit spreads adding to the pressure from higher government
bond yields. The daily liquidity and AAA rated Coolabah Active Sovereign Bond Fund's Zero Duration Class returned 0.38% net of fees
(0.44% gross), compared with 0.35% for its RBA Overnight Cash Rate benchmark and the 0.88% loss suffered by the fixed-rate
AusBond Treasury Index.

The Floating-Rate High Yield Fund, with an average A+ portfolio credit rating and zero interest-rate duration, returned 0.31% net of
fees (0.38% gross) for its Institutional Class. While most floating-rate strategies generated positive returns, fixed-rate strategies were
weighed down by the sharp rise in yields.

For investors considering new allocations, the repricing has improved the opportunity set. A cash rate of 4.60% and a 10-year
Commonwealth yield of 5.35% are sitting way above long-term historical levels. We continue to favour averaging into fixed-rate
exposure rather than trying to identify the precise peak in yields. If the housing correction eventually tips Australia into recession,
the RBA could cut well below neutral, and high-quality fixed-rate government bonds could be major beneficiaries.

The return arithmetic is increasingly attractive. Consider an illustrative 10-year government bond bought at par with a 5.35% annual
coupon, paid semi-annually, and a 5.35% yield. Its modified duration is approximately 7.7 years. After 12 months, when the bond has
nine years remaining, a rise in its yield to 6.35% would produce a capital loss of about 6.8%. Adding the year's 5.35% coupon income
gives a total return of approximately -1.4%. If the yield instead fell to 4.35%, the capital gain would be about 7.4%, producing a total
return of approximately 12.7%.

Signatory of: M S C |
] Principles for ESG RATINGS
] ] PRI Responsible
mEE N

Investment ccc| 8 | BB | BBB | A

Asset weighted average rating


https://coolabahcapital.com/
https://coolabahcapital.com/

\ ‘.0‘ CO 0 L T M E N TS Fund: Coolabah Long-Short Credit PIE Fund

||| THEINTELLECTUAL EDGE: MAKING EVERY BASIS POINT COUNT Return/Risk: 6.39% pa net (2.67% pa volatility)

Strategy commentary cont'd: Under these assumptions, the bond's yield would need to rise approximately 78bps over the year
before the investment lost money. These are illustrative absolute returns, before fees and tax and without coupon reinvestment,
rather than forecasts or returns relative to cash. The income cushion does most of the work, while convexity adds a further benefit:
an equal-sized fall in yields produces a larger capital gain than the loss caused by a rise. Persistent inflation and higher term premia
remain risks, but we believe the combination of starting income and potential capital gains supports progressively building fixed-rate
exposure.

At 30 September, the Floating-Rate High Yield Fund offered a gross running yield of 7.1% a year. The Long Short Opportunities Fund
and Global Carbon Leaders Fund (CBNX) each offered 7.0%; the Global Floating-Rate High Yield Fund (YLDX) and Long Short Credit
Fund offered 6.8%; and the Active Global Bond Fund (GFXD) offered 6.6%. Running yields are not forecasts of total returns, which
also reflect changes in asset prices, hedging and fees.

Annual Running Yields
as of 30 September 2026

Source: Coolabah Capital Investments

Floating-Rate High Yield Fund

Long-Short Opportunities Fund

Global Carbon Leaders Fund (CBNX)

Global Floating-Rate High Yield Fund (YLDX)

Long-Short Credit Fund

Active Global Bond Fund (GFXD)

Betashares Australian Credit Income Active
ETF (HBRD)

Active Composite Bond Fund (FIXD)

Short Term Income Fund (FRNS)

Smarter Meney Fund

0.0% 2.0% 4.0% 6.0%

Please note that past performance is not a reliable indicator of future performance. Investors should read the relevant Product
Disclosure Statement and Target Market Determination before making any investment decision and consider obtaining advice from
an independent financial adviser to determine whether an investment is appropriate for their objectives, financial situation and
needs.

The Al boom could end in a nasty global recession

As home values fall at a double-digit annualised pace, the RBA is doubling down on higher rates, setting the stage for what could be
the worst housing correction in Australia's history. Markets, meanwhile, continue to under-price the scale of the global tightening
cycle that the Al investment boom is helping to drive.

The RBA appears unmoved by the first-order consequences of the housing downturn. Home values across the five largest capitals
have fallen 3.9% over the past three months, a 15% annualised decline. Sydney has lost 4.6% in a quarter, or 17% annualised,
Melbourne is shrinking at a 13.5% annual pace, and even the erstwhile boom markets of Perth, Brisbane and Adelaide, which still
show positive year-on-year gains, are now falling at double-digit annualised rates.

Governor Michele Bullock has described the downturn as not "entirely out of line with the sorts of downturns we've seen in the
past", sitting "in the lower range" of prior corrections and "partly monetary policy working", while noting that prices remain about
50% above early 2020 levels. The implication is that values have a long way to fall before anyone at Martin Place loses sleep.

And fall they will. The RBA lifted the cash rate to 4.60% in September and several economists expect a further move to 4.85% by
year-end, which would be the highest level since late 2008. If the cash rate ultimately heads towards 5%, Australia is likely to
experience the largest housing correction in its history.
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Strategy commentary cont'd: What is striking is the scale of the RBA's capitulation. Since inflation targeting began in 1993, the
bank's five hiking cycles have averaged 265bps, with a median of 275bps and a smallest of 150bps. In the last cycle it deliberately
lagged the world, stopping at 4.35% while the Fed, Bank of England, Bank of Canada and RBNZ went to between 5% and 5.5%. This
was the "narrow path": hike as little as possible, tolerate above-target inflation for more than half a decade, and hope to preserve
post-COVID employment gains that rested on extraordinary fiscal deficits, the lowest interest rates in history and rapid population
growth.

Earlier this year the RBA signalled it might be one and done, or at most reverse last year's 75bps of cuts. Having now done exactly
that, it has become markedly more hawkish. In parliamentary testimony, Bullock said the upside risks flagged in August "appear to
be materialising"”, that "inflation is too high", and that the question is "whether the tightening in monetary policy to date will be
sufficient to bring inflation back to target in a reasonable time". Deputy governor Andrew Hauser went further, warning that the
bank "will do what it takes" and that the difficulty of the task does not mean "3, 3.5 or 4 [per cent] is good enough".

Three shifts underpin the change. First, the RBA's models now put the 4.35% cash rate around the top of the range of estimates of
nominal neutral, so policy was never as restrictive as the doves assumed; Bullock cites an Al investment boom that is putting
"pressure on the savings pool", stimulatory fiscal policy, remilitarisation and the onshoring of supply chains as structural forces lifting
neutral. Second, the bank concedes that the lowest unemployment rate consistent with stable inflation "might be higher for a
while". Third, the "immaculate disinflation" thesis, under which inflation could return to target without materially lifting
unemployment, is dead and buried: if restoring price stability requires "a bit more slack in the economy than we thought", then so
be it. Martin Place, in Bullock's words, "retired the narrow path a while ago".

Hauser has also endorsed Kenneth Rogoff's argument that the recent bond sell-off is not the aberration; the anomaly was the era of
near-zero rates after the GFC and during COVID, and long-term real yields are now "rather closer ... to a more sensible level". That
forces a reassessment of where the cost of capital settles, and markets habitually struggle to price a full hiking cycle. The Fed's
typical cycle since 1994 has run to roughly 300 to 330bps, with the smallest, in 1999-2000, at 175bps. Yet following the Fed's 25bp
rise in September, its first since 2023, markets were pricing only about 90bps of further tightening, with the funds rate peaking near
4.8% in September 2027. Our Taylor rule modelling implies a total of 125bps of Fed hikes assuming a 3.6% neutral rate, and 150 to
200bps is conceivable if fiscal policy remains highly expansionary. Bond markets have been too sanguine for too long, and equity
markets are more complacent still.

Herein lies the real danger in the Al story. The capex surge is a conventional investment boom arriving at precisely the wrong
moment, adding a demand shock to an economy already running hot amid enormous public spending. It could ultimately
cannibalise itself by forcing risk-free rates much higher, crushing the animal spirits, demand, investment and growth it initially
unleashed. It could all end in a nasty recession, much like its predecessor, the great tech boom of the late 1990s, which culminated
in a circa 49% decline in equity valuations. It is not clear that markets have fully figured this out.
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Strategy commentary cont'd: Kevin Warsh the hyper-hawk has only just begun

A conventional Fed hiking cycle would be brutal for equities, real estate and private markets. Yet investors are behaving as though
the first Fed hike in three years is good news.

Kevin Warsh has revealed himself to be a hyper-hawk in response to a belligerent inflation cycle fuelled by the hyperscalers'
unprecedented investment programs. The bad news for asset prices is that the typical Fed hiking cycle involves about 300bps or
more of rate rises, whereas markets are pricing only around 100bps.

The Fed has been well behind the curve, so it was encouraging to see its new chairman deliver, lifting the federal funds target range
by 25bps to 3.75% to 4.00% in the first rise since 2023, on a unanimous vote. The Fed's starting point of about 3.6% was almost
identical to the RBA's cash rate when it began raising this year, and the Fed is late to the party, following the RBA, the ECB, the RBNZ
and Norges Bank, among others. Since last year Coolabah has argued the Fed would need to lift rates by 75 to 100bps. Our current
modelling implies a total of about 125bps is required, and we suspect Warsh may ultimately need 150 to 200bps. The opening salvo
pushes the world further into our long-held central case of a globally synchronised tightening cycle.

The most telling insight into where the Fed sits in the cycle was Warsh's description of the first move as having merely "removed a
dose of accommodation". Policy, in his telling, is still stimulatory, so the target rate sits below neutral rather than above it, as the Fed
had claimed for years. The Fed has gradually lifted its median estimate of neutral from 2.5% after the pandemic to 3.2% in its
September projections, and two of the 18 participants now put it at 3.875%, lending weight to Warsh's view that one would be
"hard-pressed to describe broad financial conditions as restrictive". With unemployment at just 4.1% and inflation well above target,
his argument is that the policy rate is plainly not doing enough of the heavy lifting. It is a change of tune for a chair who was
avowedly dovish before his appointment, but it represents a capitulation to the global central banking zeitgeist that neutral rates are
rising, with the corollary that policy rates need to climb to snuff out pressures that have persisted since the pandemic.

The Fed's challenge is stubbornly sticky inflation, with core PCE running at 3.5% annualised over six months and 3.3% over 12. The
culprit is the collision of an ultra-low jobless rate, huge budget deficits and the mother of all capex booms powered by spending on
Al infrastructure, which together generate excess demand while running into a panoply of supply chain bottlenecks. Break apart the
core PCE index and consumer technology prices are surging, the first genuine bout of technology-product inflation in decades,
alongside rising goods prices courtesy of the wars in Iran and Ukraine and persistent services inflation powered by a tight labour
market.

Warsh was composed and resolute in his press conference, hammering home the message that the Fed is unconditionally committed
to returning inflation to target in a timely fashion, with the risks skewed to the upside. Asked how the dot plots, which point to a
peak funds rate of only 4.1% while leaving core inflation above target until 2029, squared with that aspiration, he retorted that
"those aren't my forecasts". He also stressed that while the Fed cannot prevent supply shocks, it can stop them spreading: "What we
can do, and will do, is ensure that any changes in relative prices don't broaden out, don't have second- and third-order effects in the
economy." The Fed is now in the demand-destruction business. It wants to slow growth, loosen the labour market and create
enough spare capacity to bring demand and supply back into equilibrium. The dot plots nonetheless remain dovish relative to our
Taylor rule modelling: the median participant expects one more hike this year, no change in 2027 and cuts in 2028 and 2029,
although eight of the 18 project a 4.375% funds rate by end-2027, implying another 50bps of tightening from the current midpoint.

Warsh also appears to have put considerable distance between himself and President Trump, who revealingly claimed he had told
Warsh he "might as well vote with the board because it's not going to matter". Treasury Secretary Scott Bessent's attempt to
suppress long-end yields through enlarged bond buybacks failed to deliver a sustained reduction in borrowing costs, with the
ensuing sell-off driving the 30-year yield to about 5.37%, at the time its highest since 2007, before it pushed higher still. That policy
failure arguably created more room for the Fed to hike and for Warsh to demonstrate his independence from the White House, and
coupled with a brisk 0.4% rise in the August consumer price index, it made a September move increasingly difficult to avoid.
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Strategy commentary cont'd: The more pressing question is whether Warsh follows up in October, six days before the midterm
elections, timing many had assumed would be an impediment. He is at least 100bps behind the curve and knows that one hike will
not meaningfully recalibrate the cost of capital. That requires a sequence of increases, making both October and December live
prospects if the data remain strong.

How far could this cycle run? Across all Fed hiking cycles since 1955, the median increase in the policy rate has been 313bps and the
average 478bps. Since 1994, the mean has been 330bps and the median 300bps, and even the shallow cycles of 1986, 1999 and
2015 delivered 137bps, 175bps and 225bps respectively. Against that history, our call of about 125bps looks modest, and even the
150 to 200bps we think investors should contemplate would constitute an unusually skinny hiking cycle.

A conventional 300bp move would be brutal for equities, real estate and private markets. Defaults would rise, insolvencies would
multiply and capital would migrate towards liquid, lower-risk alternatives as attractive risk-free returns made expensive risky assets
look uncompetitive. Yet equities are behaving as though the first Fed hike in three years is good news. That is a bold wager. If history
is any guide, Warsh has not finished tightening, and there remains much downside in asset prices.
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Performance Disclaimer:

This Publication is provided by Coolabah Capital Investments (Retail) Pty Limited (Coolabah) in good faith and is designed as a summary to accompany the Product Disclosure Statement for the Coolabah
Investment Funds (Scheme) and the Coolabah Short Term Income PIE Fund and Coolabah Long-Short Credit PIE Fund (Funds). The Product Disclosure Statement is available from Coolabah, or the issuer
Implemented Investment Solutions Limited (1IS), and on https://disclose-register.companiesoffice.govt.nz/. The information contained in this Publication is not an offer of units in the Funds or a proposal
or an invitation to make an offer to sell, or a recommendation to subscribe for or purchase, any units in the Fund. Any person wishing to apply for units in the Funds must complete the application form
which is available from Coolabah or IIS. The information and any opinions in this Publication are based on sources that Coolabah believes are reliable and accurate. Coolababh, its directors, officers and
employees make no representations or warranties of any kind as to the accuracy or completeness of the information contained in this Publication and disclaim liability for any loss, damage, cost or
expense that may arise from any reliance on the information or any opinions, conclusions or recommendations contained in it, whether that loss or damage is caused by any fault or negligence on the
part of Coolabah, or otherwise, except for any statutory liability which cannot be excluded. All opinions reflect Coolabah’s judgment on the date of this Publication and are subject to change without
notice. This disclaimer extends to IIS, and any entity that may distribute this Publication. The information in this Publication is not intended to be financial advice for the purposes of the Financial Markets
Conduct Act 2013 (FMC Act), as amended by the Financial Services Legislation Amendment Act 2019 (FSLAA). In particular, in preparing this document, Coolabah did not take into account the investment
objectives, financial situation and particular needs of any particular person. Professional investment advice from an appropriately qualified adviser should be taken before making any investment. Past
performance is not necessarily indicative of future performance, unit prices may go down as well as up and an investor in the fund may not recover the full amount the capital that they invest. Returns
are shown after fees, but before taxes, and are in New Zealand Dollars unless otherwise stated. The Funds aim to meet their respective objectives by holding units in Australian registered managed
investment schemes or unit trusts (Underlying Funds). Equity Trustees Ltd (AFSL 240975) is the Responsible Entity for the Underlying Funds and Coolabah is the investment manager. Equity Trustees Ltd is
a subsidiary of EQT Holdings Limited (ACN 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). No part of this document may be reproduced without the permission
of Coolabah or IIS. 1S is the issuer and manager of the Scheme. Coolabah is the investment manager of the Scheme.

Ratings Disclaimer:

MSCI Disclaimer: Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or representations with respect to
such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular
purpose with respect to any of such data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the
data have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages. No further distribution or
dissemination of the MSCI data is permitted without MSCI’s express written consent.
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