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Company overview

Wellington Management Company, LLP
(Wellington Management] is a private
partnership that traces its roots to the
founding of the Wellington Fund in 1928.
The firm is based in Boston, MA and has
offices located across the US, and in
Beijing, Frankfurt, Hong Kong, London,
Singapore, Tokyo and Sydney.

Wellington Management serves as

an investment adviser to more than
2,000 institutions located in over 50
countries. As at 30 June 2011, Wellington
Management had US$676 billion in client
assets under management. It specialises
in investments from global equities

and fixed income to currencies and
commodities.

Wellington Management describes itself
as a globally integrated community

of investment professionals with

one mission: providing clients with
superior investment results and
outstanding service. It believes its

most distinctive strength is its culture

of open collaboration and respectful
debate which enable its investors to
broaden their perspectives and hone
their decision-making. It is committed
to independent research and continuous
learning in its pursuit of the world’'s most
compelling investment opportunities.
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Investment process - fixed
iInterest

The objective of Wellington
Management’s Global Aggregate
investment process is to identify a
diversified set of independent investment
ideas, efficiently allocate capital to those
investment ideas, and to transparently
manage portfolio risk. This process can
be broken down into the following three
essential components.

1. |dea generation

Idea generation in Global Aggregate
portfolios is a bottom-up process driven
by individual portfolio managers on

each of the five alpha teams. Wellington
Management’s portfolio managers look
at the following key areas during the idea
generation process.

¢ Macro
Wellington Management’s macro team
implements an opportunistic approach
which generates investment ideas
based on a thorough understanding
of key global investment themes,
rigorous fundamental macro-economic
analysis and specialist research on
individual government bond markets.
This fundamental analysis combines a
structural view on the critical macro-
economic themes that will influence
markets over the long term, with a
cyclical view on the relevant near-term
factors such as monetary and fiscal
policies. Macro investment ideas are
expressed on a currency hedged basis
through developed market duration.
Country and yield curve strategies
are expressed on an unhedged basis
through currency strategies.

¢ Quantitative
The core of Wellington Management’s
quantitative alpha source is a
systematic, model-based country
investment approach, designed to
identify relative value opportunities
across developed government bond
markets in the US, UK, Europe,
Japan, Canada and Australia. The
exposures to different model types in
this quantitative country approach are
detailed as valuation (60%], volatility
(30%) and trend (10%). These models
generate signals through the portfolio
manager’s evaluation of over 500 data
points, collected four times a day on a
variety of market and economic data.
The signals are then aggregated to
determine an optimal set of country
strategies which are expressed on a
currency hedged basis.

¢ Credit
Wellington Management’s credit team
generates alpha through bottom-up
security selection. The credit alpha
source benefits from the integration of
the research conducted by Wellington
Management Management'’s 26 credit
analysts and 47 global (equity) industry
analysts, which provide superior
breadth and depth of analysis on
sectors and individual issuers. Credit
investment ideas are expressed on
a currency hedged basis through
investment grade corporate, high yield
and securitised investment strategies.



e Currency
Its dedicated currency team is
distinguished by its synthesis of
quantitative and fundamental
approaches to evaluating the impact
of capital flows on developed and
developing currency movements.
Over an economic cycle, approximately
50% of Wellington Management'’s
currency investment decision is
shaped by its quantitative models,
with the rest involving qualitative
judgments which focus on the analysis
of long-term, structural and cyclical
factors. Wellington Management’s
currency investment ideas are
then expressed exclusively through
currency strategies.

Emerging markets

Wellington Management's emerging
markets team implements a process
that combines top-down quantitative
and macro-economic analysis with
detailed bottom-up sovereign credit
research. The objective of this research
is to identify key secular trends, assess
cyclical risks and compare valuations
across emerging markets, sovereign,
local and crossover markets.
Wellington Management’s emerging
markets investment ideas are then
expressed through country, duration,
yield curve and currency strategies.

Contact Centre: 1800 819 935

2. Risk allocation

Allocating risk to investors in each

of the five alpha teams is a critical
component of Wellington Management'’s
investment process. It develops a unique
risk allocation for each client portfolio
based upon the return objective, risk
tolerance and guidelines of each client.
The allocation determined for each client
portfolio is a set of alpha targets and
associated risk tracking requirements
for each alpha team. Based on this, the
investment strategies developed by each
alpha team are sized to meet the specific
performance objective for each client
portfolio.

3. Portfolio construction and
risk monitoring

Wellington Management's portfolio
construction and risk monitoring
process is designed to ensure the
investment strategies identified
through the macro, quantitative, credit,
currency and emerging markets
research processes are consistent

with client return objectives, risk
tolerance and guidelines. Before
Wellington Management implements an
investment strategy in client portfolios,
the risk monitoring process evaluates
investment ideas pre and post trade to
understand each proposed investment
idea’s marginal impact on the interest
rate, credit and currency sensitivities of
the portfolio. In addition, the impact of
each investment idea on the portfolio is
evaluated through historical scenario
analysis and stress tests. The objective
of this process is to understand

how each proposed investment idea
may impact the performance of the
portfolio across a number of possible
market environments.

Reason Advance selected
Wellington Management

Wellington Management is a well-
resourced investment manager with
high-quality personnel. We favour its
focus on investment management and
the diversity in the type of assets it has
under management. Its Global Aggregate
investment approach uses innovative
models that consider fundamental,
valuation and technical factors and we
believe it also uses a good balance of
quantitative and qualitative assessments.
We also like its research-driven team
culture and the high quality of its
experienced credit analyst team.

Adviser Services: 1300 361 864

advance.com.au

This information is of a general nature only and has been prepared without taking into account the objectives, financial situation or needs of any particular person. Before
acting on the information, a person should consider its appropriateness having regard to these factors. The Advance Funds (Funds) are issued by Advance Asset Management
Limited ABN 98 002 538 329 AFSL No. 240902. Before deciding whether to acquire or to continue to hold an investment in a Fund, investors should obtain and consider the
Product Disclosure Statement for the Fund, available from Advance at www.advance.com.au or by calling 1800 819 935. Whilst every effort has been taken to ensure that
the assumptions on which the outlooks given in this document are based are reasonable, the outlooks may be based on incorrect assumptions or may not take into account
known or unknown risks and uncertainties. Past performance is not a reliable indicator of future performance. Information

from third parties is believed to be reliable however it has not been independently verified. While the information in this

document is given in good faith, no warranty is given that it is accurate, reliable, free from error or omission. Advance is a
member of the Westpac Group. An investment in a Fund does not represent an investment in, deposit with or other liability
of Westpac Banking Corporation or any other member of the Westpac Group. Subject to any terms implied by statute which
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cannot be excluded, no member of the Westpac Group nor its directors, employees and associates accept any responsibility
for errors in, or omissions from the information. This document is current as at July 2011.
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