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All figures as at 28 March 2024

Fund Performance

3 months % | 6 months %|12 months % 3 years > years Inception
% p.a. % p.a. % p.a.
MHYF (pre-fees) 3.33 6.68 11.85 7.67 6.85 6.85
MHYF (post-fees) 3.08 6.17 10.82 6.65 5.82 5.83
BBerg AusBond Bank Bill Index 1.09 2.15 4.19 2.08 1.51 1.53
Relative Performance (Net) 1.99 4.02 6.63 4.57 431 4.30

Investment Objective and Investment Strategy

Mutual’s objective for the Mutual High Yield Fund is to source and actively manage a portfolio of fixed interest credit assets
with a core focus on structured credit. Targeted portfolio construction is to hold assets with a shorter credit duration to limit
capital movements during periods of market volatility.

Mutual manages interest rate risk by predominately investing in assets that reset their reference rate every 30 days.

Portfolio

Liquidity Current Portfolio Diversification
Up to 21 days

505
Fund Statistics
Running Yield: 8.44%
Yield to Maturity: 8.47%
Credit Duration (years): 291 0%
Interest Duration (years): 0.12 = Financial RMEBS ABS Corporate

Month in Review

Performance: MHYF returned 0.80% (net) in March. The return for the past quarter was 3.08% (net) and for the past 12
months 10.82% (net). Structured credit markets remain active, providing ongoing opportunities for the fund to acquire
assets.
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Overview: A solid month of gains across markets globally, with stocks, bonds and credit all advancing. Data was varied,
with evidence the economy is losing momentum, consumer confidence continues to wane, but countering these weaknesses
we have resilience in labour markets. On the inflation front, there is persistent evidence of price stickiness. Similar themes
were observed across key offshore markets. Geopolitical risk persists, with the situations in Gaza and Ukraine far from
improving. Add to this the US Presidential Election later in the year, and there remains fertile ground for some shocks.

Looking at key data prints, domestic GDP (Q4'2023) printed at +0.2% QoQ and +1.5% YoY, well down on Q3’'2023, which
printed at +2.1% YoY. Consensus expects further loss of momentum in coming quarters, with growth bottoming out at +1.0%
YoY in Q2’2024 before recovering to +1.6% YoY by Q4’2024 and then +2.2% YoY by mid-2025. The other main print for the
month was labour data, which staged a stronger than expected recovery from an anaemic January. Jobs grew +116.5k
through February, almost three-times consensus expectations, which saw the unemployment rate drop to 3.7% from 4.1%,
well under consensus estimates of 4.0%. Labour data has been choppy, but trend data has generally remained constructive.

Portfolio Manager
Mutual Limited

Inception
1 February 2019

Fund Size
$104.3m

Month End Price
$1.056348

Benchmark
Bloomberg AusBond Bank Bill Index

Distribution Frequency
Quarterly

Minimum Investment
$20,000

Minimum Investment Term
6 months
(suggested)

Management Fees
1.0260% p.a. (inclusive of GST)

Buy / Sell Spread
Nil / 0.25%

APIR Code
PRM8798AU

ISIN
AU60PRM87985

Ratings
Lonsec

Platforms:
Netwealth
Powerwrap
Praemium
Centric
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Outlook

March was another busy month for new issuance, the third month in a row where markets have absorbed relatively heavy volumes with minimal spread indigestion.
As opposed to January and February, where financial issuance performed very well on the break, March was more orderly, pricing close to issue immediately after in
the secondary.

At time of writing, it is worth noting S&P upgraded Australia’s Banking Industry Country Risk Assessment (BICRA) from 3 to 2 (10 to 1 scale). This resulted in an upgrade
to S&P’s baseline ratings and thus standalone credit profiles for all Australian banks. For the MHYF portfolio, the largest impact was the one notch upgrade for major

bank Tier 2 securities from BBB+ to A-. The upgrade drove a 10+ bps compression in Tier 2 spreads, with the market looking primed for more performance from here.

Credit Spreads—Ilong run history Credit Spreads—short run history

w— [ j0r S SY

fit (FRM Index 150

A & & M
A3 R g oo
12 13 14 15 16 17 18 19 20 21 22 23 4 A v

Source: Bloomberg, Mutual Limited Source: Bloomberg, Mutual Limited

Issuers remain active in Structured credit with more transactions printing at ever tighter levels. To put the move in pricing into context, particularly for the mezzanine
notes, La Trobe opened the market in February pricing a non-conforming RMBS transaction. The AAA tranche priced at +140bps and the BBB priced at +340bps. Think
Tank have a deal in market at the beginning of April with indicative pricing for the AAA tranche at +130bps and the BBB tranche pricing at a range of +255 to +265bps.
The BBB pricing is now well below the levels pre-Covid and starting to look tight against long-term averages. Despite the move tighter in credit spreads, coverage ratios
remain very strong with the last RMBS deal having almost 5 times the bid of available bonds for the BBB notes.

Underlying asset performance continues to track to expectations with arrears rates moving higher from historical lows. The S&P data for January showed non-
conforming arrears increasing by +41 bps to 4.43%, well down on the long run average of 8.18% (range of 2.01% to 23.25%). For the universe of investments held by
Mutual Limited, arrears are tracking lower at 3.43%.

. . . . Value of $100,000 invested since inception
Looking at pre-payment rates, which reflects loans being repaid and removed from

a pool and is usually a result of a borrower refinancing, there has been a noticeable 145,000
slowdown. As at the end of February 2024, for the Mutual held pools prime CPRis 140,200
down 0.7% MoM to 21.8% and non-conforming is down 8.9% MoM to 24%. This 135000
may be a reflection of increasing pressure on borrowers. Generally credit growth is 130,000
subdued with the latest APRA data for February showing housing credit was flatat 125,000
+0.4% MoM, and remains low at +4.2% YoY. 120,000

115,000
Overall AS credit has enjoyed strong support across the board, which is evidentin 110,000
spread performance in the face of record issuance. The second half of the year will 135,000
likely bring potential risk catalysts, mainly global in nature with the US election, the 1goo00
persistent conflicts in Gaza and Ukraine — and of course the expected trough in the : a
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major sell-off in risk assets broadly, spreads should remain range bound supporting L R ] 0 = Vo= e » 0w

returns for the fund.

If you would like more information on MHYF please visit www.mutualltd.com.au or contact Mutual on + 61 3 8681 1900

This Monthly Update is intended to provide general advice and information only and has been prepared by Mutual Limited (“Mutual”) ABN 42 010 338 324, AFS license number 230347 without taking into account any
particular person's objectives, financial situation or needs. Investors should, before acting on this general advice and information, consider the appropriateness of this general advice and information having regard to their
personal objectives, financial situation and needs. Investors may wish to consider the appropriateness of the general advice and information themselves or seek the help of an adviser. Mutual makes no guarantee, warranty
or representation as to the accuracy or completeness of the general advice and information contained in this flyer, and you should not rely on it. The financial products referred to in this flyer are interests in the registered

managed investment scheme known as MHYF, ARSN 629 799 122 (“product”). Mutual is the Responsible Entity and issuer of the product. Investments can go up and down in value. Past performance is not a reliable
indicator of future performance.





