Russell Investments NZ Fixed Interest Fund

Report and Update 30 June 2016
A F y ~

Fund Commentary

The Russell InvestmentsNZ Fixed Interest Fund returned 0.73%in
June, against the benchmark (being a 75:25weighted average of the
S&PINZX NZ Government StockIndex andthe S&P/NZX A-Grade
Corporate Index), which returned 0.87%. Portfolio Information

Market Commentary Fund Index*
In performance terms, with a return of 0.87% (asmeasured by the a Duration 3.98 years 4.21 years
75:25 weighted average of the S&P/NZX NZ Government StockIndex
and the S&P/NZX A-Grade Corporate Index) the New Zealand bond Yield 2.60% 2.35%
market trailed global bond marketsin June, which returned a
staggering 1.99% (asmeasured by the BarclaysGlobal Aggregate Average Quality/Rating AA AA-
Index hedged to the New Zealand dollar).
The main event in fixedinterest marketswas the surprise win by the Numberof issuers 37 15
Brexit campaign inthe United Kingdom’'sEU membership referendum.
Thisisfirst and foremost a British political and economic crisis.
However, it has wider globalimplicationsthrough policy uncertainty. : : -
The biggest concern for marketsis that the Brexit vote may be the firg Creditrating Fund Index
of a wave of populist policiesthat sweep across Europe and the 0 0
United States, threatening global trade and traditional geopolitical ties AAA 4.8% 1.3%
Within fixed interest, creditmarketshave been affected by thismore AA+ - Government 47.5% 75.0%
cautiousenvironment. The market hasalso factored in more monetary ’ ’
stimulus, with interest ratesexpected to stay lower forlonger. AAtO A- 42.0% 23.7%
In the week priorto the Brexit vote, market nerveseased and bond BBB 4.7% -
yieldsrose. At thistime the NZ Dollar wasalso rising notably, withthe
Trade-Weighted Index up sharply since the Monetary Policy Non-rated 1.0% -
Statement on 11 June. Harbour felt the case forrate cuts wasrising, Total 100.0%
based on commentsthe Reserve Bankhad made aboutthe sensitivity ota 70 )
of currency movementsto the inflation outlook, so decided to sharply
reduce the size of the portfolio’sshort duration position. They
implementedthisstrategy in the run up to the Brexit vote, before the Top 10Issuers Eund Index*
possibility of a “leave’ vote grew. Thisproved beneficial meaning the
portfolio managedto avoid what might have been a weaker NZ Government 45.7% 75.0%
performance (relative to the benchmark) overthe month. NZLGE 6.2% 71%
Investment Performance and Positions ASB 5.6% 2.1%
Cash 2.0% 0.0%
As shown, the performance of the Fundisahead of the bench markfor Westpac 5.1% 1.8%
all periodsto 30 June 2016. Kiwibank 31% 0.2%
BNz 3.9% 3.6%
Returnsto 31June 2016 (%gross of tax and fees) Rabobank 2.3% 1.8%
T 2.1% .0%
Month 3 Months lYear 2Years 3Years Queensiand Treasury ’ 0-0%
ANZ 3.0% 2.5%
Fund 0.73% 1.74% 7.49%  8.06%  6.41% *75% S&PINZX NZ Govemment Stock index, 25% S&P/NZX A-Grade
Corporate Bond Index
Index* 0.87% 1.98% 7.58% 8.07% 6.05%
*As at 1 December 2014 the benchmark is 75:25 weighted av erage of the Contact Details
S&P/NZX NZ Government Stock Index and S&P/NZX A-Grade Corporate Implemented Investment Solutions Limited
Index. Prior to this date the benchmark was the S&P/NZX NZ Gov ernment PO Box 25003, Featherston Street WeIIington
Stock Index. ! '
ockindex Tel: 04 499 9654 or 0800 499 466
Email: contact@iisolutions.co.nz or
“ anthonyedmonds@iisolutions.co.nz
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Disclaimer

This Report and Update is provided by Implemented Investment Solutions Limited (lIS) in good faith and is designed as a summary to accompany the Investment Statement for
the Russell Investment Funds. The information contained in this Report and Update is not an offer of units in the Fund or a proposal or an invitation to make an offer to sell, ora
recommendation to subscribe for or purchase, any units in the Fund. Any person wishing to apply for units in the Fund must complete the application form attached to the
current Investment Statement. The information and any opinions in this Report and Update are based on sources IIS believes are reliable and accurate. IS, 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 fact sheet 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 IIS, or otherwise, except for any statutory liability which cannot be excluded. All opinions reflect 1IS' judgment on the
date of this Report and Update and are subject to change without notice. This disclaimer extends to any entity that may distribute this publication and in which IIS or its related
companies have an interest. The information in this Report and Update is not intended to be financial advice for the purposes of the Financial Advisers Act 2008. In particular, in
preparing this document, IIS did not take into account theinvestment 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 of capital that they invest. This disclaimer must accompany any information regarding IS
orits products. No part of this document may be reproduced without the permission of lIS. IIS is the manager of the Fund and will receive management fees as set outin the
Investment Statement.
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