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What are the changes?

e Asset allocations to
alternatives have
increased.

e As aresult, itis estimated
indirect costs for impacted
funds will increase
marginally. We believe
investors will benefit after
deducting all fees.

“Given the changes in recent years to the competitive landscape,
combined with complex market environments, we believe increasing
the allocation to alternative strategies provides our portfolios with a
greater absolute return focus that will benefit our investors”. Dr Susan
Gosling

At MLC, we’re always researching new ways to improve and evolve our
investment strategies.

We frequently make assetallocation adjustments awayfrom the benchmark in our
MLC Horizon portfolios. These regular changes are necessary for us to keep risk at
acceptable levels and to aim to achieve the portfolio’s objective to outperform the
benchmark.

Additionally every two to three years we review the benchmark assetallocation. We
often introduce new assetclasses and strategies as aresultofbenchmarkreviews,
as we identify opportunities to better manage risk orincrease returns.

We've recently completed a review of the benchmark assetallocation and have
made some changes. We believe the changes will both strengthen the defensive
characteristics of our MLC Horizon portfolios and provide ourinvestors with better
returns for the level of risk we take.

The largestchange is to alternatives, where we have consolidated and increased the
allocation to real return strategies. This increase has generallycome from fixed
income and Australian shares.

Which funds are affected?

These changes affect MLC Horizon portfolios 2 to 6 and the National Australia
Balanced Fund across our platform products.

Other multi-assetportfolios are not changing. However the benchmark asset
allocation for our MLC Index Plus portfolios is under review and we will inform you of
any changes when theyoccur.

How may investors benefit?

We believe these benchmark assetallocation changes will increase the likelihood of
our portfolios providing:

e agreaterabilityto preserve investors’ capital in volatile markets
e abetter investmentoutcome after fees, and
e better returns for the risk taken.

What are the changes?
The main changes are:

e individual exposures to the multi-assetreal return strategies (MARR), emerging
markets strategy (managed by Capital International, Inc.) and defensive global
shares will be gained more efficientlythrough consolidated exposure to our
more diversified real return strategies (ie MLC Inflation Plus)

e increasingthe allocation to real return strategies
e increasing the allocation to the low correlation strategy
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e decreasingthe allocationsto shares (mainly Australian) and fixed income with longer maturities, and

e decreasingthe allocation to Australian property securities in favour of Australian shares (IncomeBuilder) for the MLC Horizon 2
Income Portfolio.

As the managers inthe low correlation and real return strategies investin external funds, the indirectcosts (or underlying
investmentcosts) ofthe MLC Horizon portfolios have increased. Information onindirectcosts is available in the section ofthis
papertitled “Are there fee implications?”.

There is no change to the PDS-disclosed investmentfees (or managementcosts).

Why do the MLC Horizon portfolios have a benchmark?

The MLC Horizon portfolios are market-oriented portfolios which aim to achieve a return above a benchmark, while managing risk.
Their benchmarks, known as composite benchmarks, are a combination of marketindices weighted according to each portfolio’s
assetallocation. Composite benchmarks are a good way to track how a portfolio is performing compared with the markets itinvests
in.

The composite benchmarks’ assetallocations seek to efficiently generate above-inflation returns over the long term as robustlyas
possible considering assetclass return, risk and diversification characteristics. In setting actual assetallocations we take into
accountthe specificinvestmentconditions that prevail and the implications this has for future potential assetclass returns. As the
benchmark doesn’ttake into account the changing risk and potential returns ofassetclasses through time, actual allocations differ
from benchmark assetallocations. Our frequentadjustments awayfrom the benchmark assetallocation are based on our scenarios
analysis (the Investment Futures Framework). The risk aware nature of our scenarios approach tends to mean thatvalue is usually
added through defensive positioning when marketriskis high, potentiallyreducing ourinvestors’ exposure to losses.

To ensure our Horizon portfolios remain true-to-label, deviations from the benchmark are limited to defined ranges. In particular,
these traditional multi-asset portfolios have constraints to the mix of fixed income and shares which they can hold. This provides
certainty to investors aboutwhere their moneyis invested and means that portfolio returns and riskis highly relianton investment
marketbehaviour.

Why have the benchmark asset allocations changed?

We review the benchmark assetallocation regularly, generally every two to three years. Since our lastreview we’ve experienced
complexmarketenvironments and changes in the competitive landscape. While notan explicit objective, the position of our Horizon
portfolios versus our peers is an importantconsideration for us as we are constantly seeking opportunities to enhance our
competitive advantage. And we are conscious thatpeer relative performance is importantfor many investors.

However, what ultimatelymatters to investors is their return above inflation. That's why we have a long history of focusing on
enhancing real return reliabilitywithin assetallocation constraints.

Our periodic assetallocation reviews seek to increase the quality of underlying exposures and move the benchmark’s asset
allocation so thatthe portfolios’ expected returns will be enhanced and, in particular, more reliable in manydifferent scenarios. To
achieve this we are replacing the multiple small allocations of MARR, emerging markets and defensive global shares with higher
allocations to real return strategies (ie MLC Inflation Plus). These allocations are tailored to the objectives of each MLC Horizon
portfolio.

Our real return strategies are focussed on achieving a consistentrisk profile which we regard as the key to achieving robustreturns
above inflation. The strategies have fewer constraints than the MLC Horizon portfolios. Therefore they are expected to achieve a
higher level of return for their level of risk. This means thatallocating to these real return strategies within the MLC Horizon
portfolios potentiallyincreasesriskreturn efficiencyfor investors.

We have also slightlyincreased the exposure to the low correlation strategy, our fund of hedge funds, in some portfolios.

The role of alternatives in our portfolios

We have meaningful allocationsto our alternative strategies as theyhelp increase diversification and smooth returns of our
portfolios because theirreturns are more independentofwhat’s happeningin share markets. That's whyour portfolios have had
allocations to the following carefully selected alternatives formanyyears:

e Real return strategies - invest actively and flexibly in multiple assets and strategies to generate a return above inflation
over a particulartimeframe. This is achieved efficientlythrough consolidated exposure to our diversified MLC Inflation Plus
strategies. Each MLC Horizon portfolio’s exposure is tailored across three different Inflation Plus portfolios - Conservative,
Moderate and Assertive. Through investments in these real return strategies, the MLC Horizon portfolios will gain additional
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exposure to alternatives including private assets ', the low correlation strategy, multi-assetreal return strategies, emerging
markets strategyand defensive global shares.

e Private assets’ - assets thataren’ttraded on listed exchanges eginvestmentin a private business. MLC has managed
private assets portfolios dating backto 1997.

e Low correlation strategy - our fund of hedge funds strategythat aims to generate areturn above cash and deliver returns
that are mostlyindependentofshare marketperformance. The managersin this strategycan invest in both mainstream and
non-mainstream assetclasses, and generallymanage theirinvestments using an absolute return approach.

These strategies have delivered beneficial long-term returns forinvestors, after fees, particularlyin volatile markets.

Private assets, forexample, are an importantdiversifier for a portfolio because they're not directly linked with the performance of
listed global shares. This makesita particularlyhelpful strategy in weak share markets. As illustrated in Chart1, global private
assets tend to outperform global shares over the long term, providing a significant cushion to performance during the global
financial crisis.

Chart 1: MLC’s global private assets strategy has consistently provided returns above listed share markets

MLC's global private assets strategy versus MSCI All Country Index hedged*
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Source: JANA Corporate Investment Services Limited; data source: MSCI. Past performance is not a reliable indicator of future performance.

Private assets tend to underperform listed markets if share markets are rising strongly, and outperform when share markets are
weak.

Taking into accountindirectcosts, the long-term excess return®from MLC’s private assets strategyhas, on average, far exceeded
that of listed share markets.

Similarly, our portfolios benefitfrom investing in the low correlation strategy. Because its performance is largelyindependent of
share marketreturns, this strategyis a useful wayto increase diversification in a portfolio and reduce volatility, particu larly during
weak share markets (see Chart 2).

! Private assets are included in MLC Horizon portfolios in MLC MasterKey Super and Pension products.
2 past performance is not a reliable indicator of future performance.
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Chart 2: Low correlation strategy performance is largely independent of share market performance

Performance of low correlation strategy compared with global shares
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Some of our alternative strategies are unable to be accessed directlyby advisers orinvestors as they tend to be only opento select
institutions. Forexample,in the areas of private assets and hedge fund managers, we wouldn’tinvestwith the average manager,
but the returns of top quartile managers can be extremelyattractive over long periods oftime. When accessing these top managers,
it helps us that we have a long track record in some ofthese strategies.

What are the new allocations?

The new benchmark assetallocations for MLC Horizon portfolios are shown in Appendix 1. We have used portfolios inthe MLC
MasterKey Super and Pension products and MLC Wholesale for illustrative purposes. New allocations will also impact “The funds
affected by these changes*”in the ImportantInformation section ofthis document (refer to page 7 for details).

The largestchange is the increase to ‘Alternatives’, mainlydue to the increased allocationsto the real return strategy. This
allocation has generallycome from:

e consolidating the MARR, emerging markets and defensive global shares strategies and
e reallocating from fixed income and Australian shares.

For the MLC Horizon 2 Income Portfolio, we’ve also reduced the allocation to Australian property securities in favo ur of Australian
shares (IncomeBuilder). We have been concerned for some time aboutthe high concentration of the Australian property securities
sector and recent marketfalls have boosted the attractiveness of the forecastdividend yields and franking le vels for Australian
shares. Increasingthe allocation to Australian shares (IncomeBuilder) enables the portfolio to continue to focus on delivering
income while better balancing the portfolio’s risk and return characteristics.

The portfolios’ overall mixbetween growth and defensive assets has notbeenimpacted.

The benchmark assetallocations and ranges for all our portfolios are available on the Fund Profile Tool for MLC MasterKey Super
and Pension products and MLC Wholesale.
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The Fund Profile Tool on www.mlc.com.au/fundprofiletool has target and actual allocations for all our products and is updated
monthly.

Are there fee implications?

As showninTable 1, as a resultof this strategy change there is no change to the investmentfees (or management costs) but
there’llbe a marginalincrease inindirectcosts currentlydisclosed inthe PDS (or underlying investmentcosts as defined in the MLC
Wholesale and MLC MasterKey Unit Trust PDS). The increase varies within the range of 2 to 9 basis points depending on the
portfolio. This is due to the increased allocation to real return strategies and the low correlation strategy which is differentfor each
portfolio.

Indirect costs (explained below) are incurred when a portfolio invests in underlying investmentfunds. These costs are reflected in
the unit price.

Table 1: Changes for the increasein indirect costs / underlying investment costs

a) MLC MasterKey Super & Pension Fundamentals

Portfolio Indicative investment fee Current disclosed Expected estimated
(no change) estimated indirect costs indirect costs

(%9 (%9 (%9

MLC Horizon 2 — Capital Stable 0.60 0.08 0.10

Portfolio

MLC Horizon 3 - Conservative Growth 0.65 0.12 0.18

Portfolio

MLC Horizon 4 - Balanced Portfolio 0.70 0.16 0.23

MLC Horizon 5 - Grow th Portfolio 0.73 0.17 0.24

MLC Horizon 6 - Share Portfolio 0.77 0.19 0.23

b) MLC Wholesale

Portfolio Management cost Cl_Jrrent disclose_d Expecf[ed Qstimated
(o oneroe vestment sosts .| cests
0)
(%) (%)
MLC Horizon 2 — Income Portfolio 0.90 Not applicable Not applicable
MLC Horizon 3 - Conservative Growth 0.95 0.03 0.10
Portfolio
MLC Horizon 4 - Balanced Portfolio 0.99 0.04 0.12
MLC Horizon 5 - Grow th Portfolio 0.99 0.04 0.13
MLC Horizon 6 - Share Portfolio 0.99 0.05 0.10

Note: MLC MasterKey Unit Trustand MLC Wrap expected estimated underlying costs will be similar to MLC Wholesale.
* This is the management cost currently disclosed inthe PDS and is not reduced by the rebates paid to platforms and investors.

Fee impacts are an importantconsideration in our decisions. To approve a s trategy change, we mustexpect it to benefitclients
after taking into account the impacton fees.

Investmentfees and estimated indirectcosts are available in the Fund Profile Tool on mic.com.au for superannuation products. For
the MLC Wholesale and MLC MasterKey Unit Trust, the underlying investmentcosts are shown inthe PDS.

What are indirect costs?

Indirect costs are referred to as underlying investmentcosts inthe MLC Wholesale and MLC MasterKey Unit Trust PDS. They
aren’tadditional fees retained by MLC. They are costs incurred when investing in underlying investmentfunds, as shown in the
diagram below. Indirect costs are reflected in the unitprice of the MLC Horizon portfolio.
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Indirect costs are variable, as they depend on the value of the investmentin the external investmentfund.
MLC Horizon portfolios’ indirect costs are derived from investments made in the low correlation strategyand private assets.

For example, MLC’s private assets manager (the MLC Private Equity team) mayinvestin an external private assets fund and incur
the costor fee charged by the fund. That costis classified as an indirectcostand is reflected in the valuation of the unit price of the
MLC Horizon portfolio.

MLC multi-asset investment option

MLC’s Australian Australian MLC Private Equity Fixed Fixed MLC Alternative Strategies
investment | share share (private assets income income {Low Correlation Strategy
managers manager 1 manager 2 manager) manager 1 manager 2 || manager)

External private External private External External
assets fund 1 assets fund 2 hedge fund hedge fund
1 2

Indirect costs are
incurred at this level

Indirect costs have been disclosed to clients since 1 July 2014 in annual statements, PDSs and SOAs.
They are in addition to investmentfees and managementcosts (which aren’tchanging as aresultofthis strategy change).

We believe the changes we are making to MLC Horizon portfolios will resultin a net benefitto clients, after deducting these and all
investmentfees.

Further regulations have beenreleased relating to fees and costs disclosures with a compliance date of February 2017. We are
working through the impacts to disclosure.

How will your clients be informed?
To supportyour conversations with clients, the following table outlines the materials that will be available in early February 2016.

Table 2: Summary of supporting materials available for use with your clients

Location of materials depending upon access point

MLC platform MLC Wholesale
Investment Q&A - summarises the mlc.com.au (under ‘News & mlcinvestmenttrust.com.au (under ‘Our
benchmark assetallocation changes and Insights’) investment approach’ > ‘Latest news’)
why they've been made
Benchmark AssetAllocation table mlc.com.au/fundprofiletool mlcinvestmenttrust.com.au/fundprofiletool
Indirect costestimate /underlying mlc.com.au/fundprofiletool mlcinvestmenttrust.com.au/fundprofiletool
investmentcostupdate

In addition, the 2016 Annual Statements for superannuation investors will notify existing investors of the updated indirectcosts.

Please continue to educate your clients on the importantrole of alternatives and the substantial benefits theyprovide to
their portfolio. This will enable your clients to appreciate that, after taking into account alternatives’ higherindirectcosts, we expect
there to be potentiallyhigherreturns for the level of risk than from mainstream assetclasses.
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Important Information:

This information has been provided by MLC Investments Limited (ABN 30 002 641 661 AFSL 230705) and MLC Limited (ABN 90 000 000
402) as administrator of The Universal Super Scheme (ABN 44 928 361 101), members of the National Australia Bank group of
companies, 105-153 Miller Street, North Sydney 2060.

This document has been prepared for licensed financial advisers only. This document mustnot be distributed to “retail

clients” (as definedin the Corporations Act 2001 (Cth)) or any other persons.

Past performance is not a reliable indicator of future performance. The value of an investment may rise or fall w ith the changes in the
market. Any projection or other forward looking statement (‘Projection’) in this document is provided for information purposes only. No
representation is made as to the accuracy or reasonableness of any suchProjection or that it willbe met. Actual events may vary
materially.

This communication contains general information and may constitute general advice. Any advice in this communication has been prepared
w ithout taking account of individual objectives, financial situation or needs. It should not be relied upon as a substitute for financial or other
specialistadvice.

Before making any decisions on the basis of this communication, an investor should consider the appropriateness of its content having
regard to the investor’s particular investment objectives, financial situation or individual needs. Aninvestor should obtain a Product
Disclosure Statement or other disclosure document relating to any financial product referred to in this publication w hich is issued by MLC
Investments Limited and MLC Nominees Pty Ltd (ABN 93 002 814 959) as trustee of The Universal Super Scheme (ABN44 928 361 101),
and consider it before making any decision about w hether to acquire or continue to hold the product. A copy of the Product Disclosure
Statement or other disclosure documentis available upon request by phoning the MLC call centre on 132 652 or on our w ebsite at
mic.com.au.

Aninvestment in any product offered by a member company of the National Australia Bank group of companies does notrepresent a
deposit w ith or a liability of the National Australia Bank Limited ABN 12 004 044 937 or other member company of the National Australia
Bank group andis subjectto investmentrisk including possible delays in repayment and loss of income and capital invested. None of the
member companies in the National Australia Bank group guarantees the capital value, payment of income or performance of any financial
productreferred toin this publication.

The funds affected by these changes*

The follow ing funds are affected by the changes to our MLC Horizon portfolio strategy. These funds appear on MLC's platforms and MLC
Wholesale, in addition to a number of external platforms.

MLC Horizon 2 — Capital Stable Portfolio

MLC Horizon 2 — Income Portfolio

MLC Horizon 3 - Conservative Growth Portfolio
MLC Horizon 4 - Balanced Portfolio

MLC Horizon 5 - Grow th Portfolio

MLC Horizon 6 - Share Portfolio

National Australia Balanced Fund

MLC Investments Limited ABN 30 002 641 661 AFSL 230705 and MLC Limited

m a NAB company ABN 90 000 000 402 AFSL 2306964 Part of the National Australia Bank Group
of Companies. Aninvestmentw ith MLC is not a deposit or liability of, and is not
guaranteed by, NAB.
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Appendix 1: New benchmark asset allocations

The new benchmark assetallocations for MLC Horizon portfolios are shown below. We have used portfolios inthe MLC MasterKey Super & Pension Fundamentals and

MLC Wholesale.New allocations will also impactthe funds listed in the ImportantInformation section ofthis document.
The benchmark assetallocations and ranges for all our portfolios are available on the Fund Profile Tool on mlc.com.au

Table 3 — New benchmark asset allocations for MLC MasterKey Super & Pension Fundamentals

MLC Horizon 2 Capital

MLC Horizon 3

MLC Horizon 4

MLC Horizon 5 Growth

MLC Horizon 6 Share

Stable Portfolio Conservative Growth Balanced Portfolio Portfolio Portfolio
Portfolio
% % change % % change % % change % % change % % change

Shares and property 24.50 -0.50 39.00 -2.00 54.00 -3.00 65.50 -5.00 81.00 -4.00
Australian shares 9.50 -1.50 18.50 -2.50 28.00 -3.00 32.00 -4.00 39.50 -1.50
Global shares (unhedged) 11.50 1.50 12.50 -0.50 15.00 -1.00 21.00 -1.00 30.00 2.00
Global shares (hedged) 2.00 0.00 5.00 1.00 7.00 1.00 8.50 0.00 9.50 -4.50
Global property securities 1.50 -0.50 3.00 0.00 4.00 0.00 4.00 0.00 2.00 0.00
Fixed income and cash 60.50 -7.00 44.00 -4.00 27.00 -2.00 15.50 -1.00 0.00 0.00
Cash 10.50 0.50 3.50 -1.50 1.00 1.00 0.00 0.00 0.00 0.00
Australian fixed income 33.40 -3.60 26.50 -0.25 16.00 -1.30 10.75 0.50 0.00 0.00
Global fixed income 16.60 -3.90 14.00 -2.25 10.00 -1.70 4.75 -1.50 0.00 0.00
Alternatives 15.00 7.50 17.00 6.00 19.00 5.00 19.00 6.00 19.00 4.00
Global private assets 2.00 0.00 4.00 0.00 6.00 0.00 6.00 0.00 7.00 0.00
Real return strategies® 10.00 8.00 10.00 7.00 10.00 6.00 10.00 7.00 10.00 6.00
Low correlation strategy 3.00 2.00 3.00 2.00 3.00 2.00 3.00 2.00 2.00 0.00
Defensive global shares 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 -2.00
Emerging markets strategies 0.00 -0.50 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 0.00
Multi-assetreal return strategies 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 0.00
Total assets 100.00 100.00 100.00 100.00 100.00

Total growth assets 29.50 0.15 48.00 -0.70% 68.50 -0.20 80.75 -0.75 98.00 0.00
Total defensive assets 70.50 -0.15 52.00 0.70 31.50 0.20 19.25 0.75 2.00 0.00

® Through the MLC Horizon portfolios’ investments in real return strategies, in addition to the exposures shown in the table, the portfolios gain exposure to alternatives including global private
assets, the low correlation strategy, insurance related investments, multi-asset real return strategies, emerging markets strategy and defensive global shares.
MLC Investments Limited ABN 30 002 641 661 AFSL 230705 and MLC Limited
ABN 90 000 000 402 AFSL 2306964. Part of the National Australia Bank Group
of Companies. Aninvestmentw ith MLC is not a deposit or liability of, and is not

guaranteed by, NAB.

a NAB company
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Table 4 — New benchmark asset allocations for MLC Wholesale, MLC MasterKey Unit Trust, MLC MasterKey Investment Service/Fundamentals and MLC

Wrap

MLC Horizon 2 Income

MLC Horizon 3

MLC Horizon 4

MLC Horizon 5 Growth

MLC Horizon 6 Share

Portfolio Conservative Growth Balanced Portfolio Portfolio Portfolio
Portfolio
% % change % % change % % change % % change % % change

Shares and property 29.00 -1.00 43.00 -2.00 60.00 -3.00 71.50 -5.00 88.00 -4.00
Australian shares 15.00 3.00 18.50 -2.50 28.00 -3.00 32.00 -4.00 39.50 -1.50
Global shares (unhedged) 5.00 1.00 12.50 -0.50 15.00 -1.00 21.00 -1.00 30.00 2.00
Global shares (hedged) 2.00 1.00 9.00 1.00 13.00 1.00 14.50 0.00 16.50 -4.50
Australian property securities 2.00 -7.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Global property securities 5.00 1.00 3.00 0.00 4.00 0.00 4.00 0.00 2.00 0.00
Fixed income and cash 59.50 -8.50 44.00 -4.00 27.00 -2.00 15.50 -1.00 0.00 0.00
Cash 11.00 1.00 3.50 -1.50 1.00 1.00 0.00 0.00 0.00 0.00
Australian fixed income 31.70 -5.60 26.50 -0.25 16.00 -1.30 10.75 0.50 0.00 0.00
Global fixed income 16.80 -3.90 14.00 -2.25 10.00 -1.70 4.75 -1.50 0.00 0.00
Alternatives 11.50 9.50 13.00 6.00 13.00 5.00 13.00 6.00 12.00 4.00
Global private assets 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Real return strategies” 10.00 8.00 10.00 7.00 10.00 6.00 10.00 7.00 10.00 6.00
Low correlation strategy 1.50 1.50 3.00 2.00 3.00 2.00 3.00 2.00 2.00 0.00
Defensive global shares 0.00 0.00 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 -2.00
Emerging markets strategies 0.00 0.00 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 0.00
Multi-assetreal return strategies 0.00 0.00 0.00 -1.00 0.00 -1.00 0.00 -1.00 0.00 0.00
Total assets 100.00 100.00 100.00 100.00 100.00

Total growth assets 32.00 1.40 48.00 -0.70 68.50 -0.20 80.75 -0.75 98.00 0.00
Total defensive assets 68.00 -1.40 52.00 0.70 31.50 0.20 19.25 0.75 2.00 0.00

Some of the alternative assets and strategies are divided between growth and defensive assets, depending on their characteristics.

* Through the MLC Horizon portfolios’ investments in real return strategies, in addition to the exposures shown in the table, the portfolios gain exposure to alternatives including the low

correlation strategy, insurance related investments, multi-asset real return strategies, emerging markets strategy and defensive global shares.

MLC Investments Limited ABN 30 002 641 661 AFSL 230705 and MLC Limited
ABN 90 000 000 402 AFSL 2306964. Part of the National Australia Bank Group
of Companies. Aninvestmentw ith MLC is not a deposit or liability of, and is not

guaranteed by, NAB.




