COVERING MARCH 2018

FUND COMMENTARY
THREADNEEDLE GLOBAL EQUITY INCOME FUND
(Unhedged)
Summary
 Global equity markets fell in March.
 Net of fees, the fund underperformed its benchmark over the month.
 The fund initiated a position in Eclat Textile.

Market Background
In local-currency terms, the MSCI All-Country World index posted a total return of
-2.2% in March (and -0.5% in Australian dollar terms). Early on, news of US
tariffs on aluminium and steel hit global equities and the dollar, and prompted
Gary Cohn to resign as the president’s economic advisor. His departure troubled
investors – as did Trump’s later announcement of levies on Chinese imports. The
S&P 500 fell by 2.5% in dollar terms over the month. As expected, the Federal
Reserve hiked rates by 25 basis points. UK and Europe ex-UK equities lost
ground in March, pressured by the weaker dollar, fears about a global trade war
and, in the latter’s case, signs that the eurozone’s economic momentum could be
slowing. In Japan, concerns about US-led protectionism and the possibility that
Prime Minister Abe could have been involved in a corruption scandal propelled
the yen higher but weighed on equities.

Performance
Net of fees, the fund underperformed its index in March. Sector allocation was
neutral, and security selection detracted from relative performance, most notably
within the financials and consumer discretionary sectors.
The majority of stock-level detraction during March was derived from L Brands.
Having seen several months of sequential improvement towards the end of 2017,
when investors became more confident in the retailer, the company recently
announced that it was investing tax reform benefits into staff wages before
producing underwhelming February sales results. The fund’s management
expects results to improve from here, driven by sustained growth from the
company's Pink and Bath & Bodyworks brands, alongside a stabilisation and
improvement in its Victoria's Secret business.
By contrast, Unilever was the fund's strongest performer for the month, bouncing
back from a subdued period of performance – rising yields had seen the broader
staples space underperform earlier in the year. Optimism surrounds Unilever's
ability to secure large deals in order to strengthen its beauty products segment.
The company possesses a durable competitive advantage in its brands, and
customer reach is being enhanced by development of its market-leading
distribution. Unilever's strength in depth across emerging markets is particularly
well-noted. Looking ahead, the fund’s management believes the company can
continue delivering resilient earnings growth, and that the stock remains
attractively valued following earlier underperformance.
Heating, ventilation and air-conditioning (HVAC) player, Watsco, and British
pharmaceutical name, GlaxoSmithKline, also contributed materially during the
month. The news that GlaxoSmithKline was no longer planning to purchase
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Pfizer's consumer health unit bolstered sentiment around the strength of the company's balance sheet, and
subsequent dividend sustainability. Meanwhile, Watsco has recently been supported by a positive HVAC
outlook, owing to indications of organic supplier growth and US demand for the replacement of existing units.
Elsewhere, Moneysupermarket.com generated positive returns following the extension of the position in
February. Having initially fallen on indications that operating leverage may take longer than expected to
come through, the stock stabilised in subsequent weeks on expectations for the resumption of profit growth
from 2019 onwards. The fund had topped up its position on the view that February's fall was overstated,
given the company's long-term direction. Moneysupermarket.com possesses a favourable business model: a
scalable platform with high free cash flow generation.

Activity
During the month, the fund established a new position in Eclat Textile, a market-leading integrated functional
fabric manufacturer which is a supplier to major sports brands. Following prior caution, optimism surrounding
a US sportswear recovery and the potential for capacity ramp-up through construction of new Vietnamese
garment plants has been driving sentiment. Strong order growth and steady margin expansion – owing to
vertical integration – bolsters the investment case further.
Elsewhere, the fund topped up its position in Canadian integrated energy company, Suncor, a best-in-class
company both operationally and in terms of its capital allocation. The fund also extended its position in global
tyre manufacturer Bridgestone, following a meeting with company management. Fund management believes
Bridgestone remains well-placed to maintain its strong free cash flow generation and solid returns.
Furthermore, the fund grew its holding in British American Tobacco – fund management remains positive on
the company's next-generation products, exposure to US tax reform gains, and the development of
synergies generated by last year's acquisition of Reynolds American.
These purchases were funded by the sale of insurance company AXA, and reduction of the fund’s position in
derivatives exchange operator, CME Group. The fund’s purchase of AXA was built on the belief that its move
away from the US at a reasonable valuation would signal improving capital allocation, along with a welcome
shift in the source of its profitability. However, AXA’s subsequent purchase of US rival XL Group substantially
reduced the conviction in the company moving in this direction, leading the fund to sell. CME Group was
trimmed on a valuation basis. Strong performance has been driven by the company’s diversification of
strategy into new areas of demand; most notably across commodities, base metals and crypto trading.
Recent results indicated further progress in operational efficiency, leading the stock to appreciate further.
The fund also reduced positions in Spar Group, Philip Morris and Wal-Mart de Mexico; these consumer
staples names had held up well in a challenging period for the broader space, and had therefore seen
valuations rise relative to peers. The emerging-market exposure of Spar Group and Wal-Mart de Mexico
softened the effects of recent rotations out of defensives, while longer-term confidence surrounding Philip
Morris' heat-not-burn tobacco products ensured greater resilience against near-term sentiment.

Outlook
Recent months have ultimately seen a continuation of the challenging conditions for dividend investors that
were experienced through 2017. US bond yields have risen on signs of improved economic growth, coupled
with creeping inflationary expectations. Nonetheless, the fund’s management believes that recent trends are
only likely to persist on a short-term basis, and that more deeply entrenched structural factors which favour a
low-growth, low-inflation environment remain firmly in place for the long-term. These include debt,
demographics and technological disruption.
The fund’s management continues to focus on quality income, seeking competitively advantaged companies
that generate strong cashflows and offer high, growing and sustainable dividend streams. Despite
headwinds which can generate shorter-term challenges, the fund managers retain their belief that this
approach will outperform in the coming years – as indeed the strategy has done overall since inception. They
also retain conviction in the ability of high dividend paying stocks to continue outperforming over these longer
time periods.
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Ironbark Asset Management (Fund Services) Limited ABN 63 116 232 154 AFSL 298626 (“Ironbark”), is the issuer of units in the
Threadneedle Global Equity Income Fund (Unhedged) ARSN 161 086 497 ('the Fund'). Ironbark is the responsible entity of the Fund
and has selected Threadneedle International Limited ('Threadneedle’) to manage the investments of the Fund.
The information contained in this report is not personal financial product advice, does not constitute an investment offer or invitation to
anyone in any jurisdiction in which such offer is not authorised. This publication has been prepared without taking into account the
objectives, financial situation or needs of any particular person. Before making an investment decision to continue to hold units in the
Fund you should consider, with the assistance of a financial or other professional adviser, whether the investment is appropriate in light
of those circumstances. A copy of the latest Product Disclosure Statement (‘PDS’) is available at
www.ironbarkam.com/reservices/columbiathreadneedlefunds or by contacting Client Services directly on 1800 03 44 02. Neither
Ironbark, nor its directors, officers, representatives, employees, associates or agents of Ironbark, or any party named in the PDS
guarantee the repayment of capital or the performance of the Fund. Past performance and asset allocation is not a reliable indicator of
future performance. The value of investments and any income is not guaranteed and can go down as well as up and may be affected by
exchange rate fluctuations. This means that an investor may not get back the amount invested. Please note that the securities
mentioned herein should not be considered a recommendation to purchase or sell any particular security. The information stated,
opinions expressed and estimates given constitute best judgement at the time of publication and are subject to change without notice to
you. Although the information was compiled from sources believed to be reliable, no liability for any error or omission is accepted by
such source(s), Ironbark or its affiliates or any of their directors or employees for any loss whatsoever arising directly or indirectly from
any use of this publication. Performance figures and other data relating to a fund or a representative account are provided for illustrative
purpose only and may differ from that of other separately managed accounts due to such differences as cash flows, charges, applicable
taxes, and differences in investment strategy and restrictions. The information contained in this update was current at time of
publication. This document describes some current internal investment guidelines and processes. These are constantly under review,
and may change over time. Consequently, although this document is provided in good faith, it is not intended to create any legal liability
on the part of Ironbark or any other entity and does not vary the terms of a relevant disclosure statement.
Threadneedle International Limited (TINTL) is registered in England and Wales (no. 2283244) and is authorised and regulated by the
Financial Conduct Authority under UK laws, which differ from Australian laws. TINTL is exempt from the requirement to hold an
Australian financial services licence under the Corporations Act 2001 (Cth) in respect of the financial services it provides. Threadneedle
International Limited is regulated by the Financial Conduct Authority under UK laws, which differ from Australian laws.
Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of
companies.
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