Market Watch

Global markets reacted negatively to the continued uncertainty sparked by the COVID-19
pandemic. Australian’s eagerly awaited the upcoming Federal Budget, which will weigh
heavily on the strength of the economy as it recovers. The race for the US Presidental
election is ‘heating up’, with investors bracing for the eventual economic impact.
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With the Federal Government announcing its’ budget on the 6t of October, negative sentiment
surrounds the financial deficit —w hich is feared to be the w orst in history by dollar amount. The budget
is expected to be centred on the prevention
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workers are set to have their payments cut by $581m a fortnight, w hich is the highest in the country. In
response the OECD has w arned against budgetary tightening by governments w hile the global
economy is still fragile, simultaneously calling for further fiscal policy support in 2021. Prime Minister
Scott Morrison has reiterated his confidence in cutting the COVID-19 w elfare payments, stating he
believes there will be “hundreds of thousands of more jobs coming back in betw een now and
Christmas”.

The planned meeting of the RBA to discuss a potential rate cut is set to occur in October. Of the big
four, NAB and Westpac have forecasted a cash rate cut, taking it to a potential record low . The cash
rate currently sits at 0.25%, the low est point in history. It is speculated that the low ering of the cash
rate will support an expectedly bold Federal Budget. The S&P/ASX 300 fell 3.59% (after rising 3.05%
in August) to end the quarter relatively flat, dow n-0.06%. Market sentiment w as poor throughout
September, w ith mining, banking and unfavourable job data driving the fall.

Uncertainties fromthe US also played a role on Australian markets throughout the month, with the
pending appointment of a new Supreme Court judge adding to doubts.

"New daily cases include community transmission and returningtraveller. For more information visit hitps//
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Overhanging the economic and political events for the month, continued concerns related to the COV ID-19 pandemic, in particular the
anticipation of a viable vaccine. Westmead Institute founding director and vaccine expert Tony Cunningham, the Federal Govern ments
ambitious plans to have a vaccine by January is “surprising”, stating the importance of not rushing any testing phases and therefore
ruining public confidence. Even if the Governments timeline is met, the interim period w ill be difficult — particularly as the country tries to
avoid a potential third w ave. At present, new daily confirmed cases in Australia are primarily centralised in Victoria as the state attempts
to manage their second w ave of the COVID-19 outbreak. As below, w hile these cases are predominantly arising in Victoria, there was a
steady increase in reported cases in NSW w ith spikes in WA and QLD during September.

United States

The upcoming US Presidential election has polarised investors globally. As markets consider the economic impacts post-election,
regardless the winner an increase to volatility is expected. September polls saw Joe Biden leading Donald Trump comfortably in the
election. How ever, this w as similarly seen in 2016 w ith Hilary Clinton leading the President throughout the entire election campaign. In
September, the state polling has Biden leading at 279, versus Trump at 125 in the electoral college. While there is a lot of political ‘talk’
arising in the period leading up to the election, on the policy front tax is a key
focus for votes. In short, the Democratic party are pushing policy advocating for
tax increases, with a more liberal approach taken by the Republicans party w ho
have indicated that tax cuts are more necessary. Immigration and Foreign Policy 475
are other key areas the tw o parties have a profoundly different stance on.

Chart 2: ‘FANMAG’ stocks—Historical Performance
(CYTD)
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Over the month the S&P 500 fell 3.84% dragged by falls in both the Energy and Source: BTIS/Bloomberg
Technology sectors. Energy stocks have continued to feel the pinch of softening demand resulting from the COVID-19 pande mic.
Declines across the Technology sector came as investors identify the sector at fair value - taking profits after an incredible run over
recent months —and amid concerns over potential regulatory and legal risk. Most notably, antitrust for technology companies has been
a focus in the US with the International Competition Netw ork conference being held fromthe 14t — 17th of September. Experts from
antitrust agencies and competition specialists met to address enforcement of various policy issues. At the same time, the much-
anticipated US house antitrust sub-committee report on competition and digital markets is expected to be released in early Octob er.
The report may potentially recommend legislative reform and be used as evidence against tech companies in court. Already the DOJ
plans to bring an antitrust case against Google, follow ing the scrutinising of Google’s control over the ecosystem for online advertising
and its dominance in w eb searching. Correspondingly, w e have seen a dip across FANMAG stocks. Facebook (-10.68%), Apple (-
10.25) and Alphabet/ Google (-10%) all saw significant losses.

The Labor Department’s job report w as released during the month of September. This report indicated that employers added 661,000
jobs. This was much low er than forecasted, signalling a third straight month of slow ed job grow th. The U.S. economy has lost a
staggering 11 million jobs w hen compared to pre-pandemic levels. Public sector job losses, particularly in schooling, heavily impacted
these numbers as video lessons take precedence. The federal funds targetw as left unchanged in September’s Federal Open Market
Committee (FOMC) meeting. FOMC Chair Jerome Pow ell stated in a press conference “that rates will remain highly accommodative
until the economy is far along in its recovery", suggesting the Fed will increase upon its previous target of 2% inflation, in line with its
policy of “average inflation targeting”.

Asia

China’s Caixin manufacturing PMI show ed little change in September at 53.0. While slightly below the forecasted 53.1, it indicates
that recovery momentum is continuing despite the uncertainties of COVID-19. The Caixin measure includes smaller firms, show ing
that these businesses are also recovering. Overall, activity is advancing at its fastest pace since 2011, but firms will face additional
challenges, particularly surrounding the US presidential election and the impact of COVID-19 on all economies in the region. The
People’s Bank of China has begun testing a central bank digital currency (CBDC). The deputy governor stated that 3.13 million
transactions worth 1.1 billion yuan had been made.

Japan’s Tankan Survey indicated that conditions for manufacturing and non-manufacturing sectors both deteriorated over the most
recent quarter. Indices for large manufacturing and non-manufacturing w ere both w eaker, rose to -27 and -12, from -34 and -17,
respectively. The Japan manufacturing PMI w as confirmed at 47.7 in September, w hich is the highest it has been since February . The
month also saw business confidence increase, w ith the core driver being the hope of a COVID-19 vaccine in the next 12 months. This
also influenced the manufacturing employ ment rate, w hich remained stable.
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Elsew here, the Indian economy experienced a second month of strong grow th, strengthening sentiment of an economic recovery. At
the same time, India had the second highest number of active cases of COVID-19 w orldw ide. The manufacturing sector has grown
further in September, with the manufacturing PMI posting 56.85, compared to 52 in August. The India Services Business Activity Index
rose to 49.8 in September, up from41.8 last month. The Composite PMI rose to 54.60 from 46 in August. India’s unemploy ment rate
decreased from 8.40% to 6.70% in the month. Considering India’s unemployment rate w as 23.5% in April, there is a strong trend of
positive economic grow th in the area.

Europe

The Eurozone flash PMI's show ed divergent trends over the month of September. The services and composite indices fell slightly
reaching 4 and 3 month lows, respectively. Manufacturing how ever increased to 56.8, suggesting that activity is recovering — albeit
slowly. Germany saw a strong lift in manufacturing, as it leads the recovery in the Eurozone. Unfortunately, a decline in services activity
caused the overall rate of expansion to fall. The Euro Area Consumer Confidence indicator finished the month at -13.9. While this was
an increase from August’s -14.7 reading, the pre-pandemic readings of -6.6 seem a distant reality. Improved sentiment of the general
economic climate, along w ith household financial situations w ere key drivers for the months increase.

An EU deadline to remove legislation clauses fromthe Internal Market Bill expired. A letter of formal notice w as given to the UK, which
is feared to spark a court case. The Commission President Ursula von der Leyen stated that the UK'’s bill w as “full of contradiction”,
particularly around Ireland being given a hard border. The UK have been given until the end of November to respond.

The UK Manufacturing PMIfell to 54.1 in September from 55.2 in the previous month, w hich marked a tw o and half year high. This
outcome signalled a fourth consecutive month of grow th. The key driver being staff returning to w ork throughout the country.

Meanw hile, the UK Services PMI posted 56.10, a decrease from 58.80. Slow ed new business growth, job losses and increased
expenses w ere contributing factors to this fall. The Bank of England voted to again maintain the Bank Rate at 0.1% in its September
meeting. Uncertainties from COVID-19 and Brexit continue to keep UK interest rates at record low s. The central bank has stated it wiill
not tighten any monetary policy until clear progress is visible. CPI inflation will likely remain below 1% throughout the near future.

Chart 4: Australian shares (rebased to 100)
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Australian financial markets fell over the month of September, leading to
a set back to the strong market recovery w hich has thematically 90.0
dominated the ASX since COVID-19 shocked the market in April. The 01-Sep 08-Sep 15-Sep 22-Sep 29-Sep
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index’s first monthly decline since March. The w orst sector performers
throughout the month w ere Energy (-9.32%), Consumer Stapes (-7.48%)
and Financials (-6.76%).

Source: BTIS/Bloomberg

International shares

International markets saw similar results throughout the month. The MSCI Chart 5: Major Market Indices (rebased to 100)

World ex Australia Unhedged declined -0.31% from August. The United 105.0
States also produced negative results, as the uncertainties of the
presidential election w eighed on the market. The DOW closed at -2.18%
and the S&P 500 w as dow n-3.80%. European shares failed at bringing 95.0
investors greater results, with the Euro STOXX falling -1.48%. France’s

CAC40 and Germany’s DAX Index, recent strong performers in European  90.0
markets w here down-2.91% and -1.43% respectively.
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Asia’s markets saw the most significant underperformance over September. 01-Sep 08-Sep 15-Sep 22-Sep 29-Sep

Japan’s Nikkei w as an outlier, returning an impressive +0.80%. China’s
Shanghai Composite finished the month dow n-5.23% and the Hang Seng
closed -6.82%.
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Fixed interest

In Australia, fixed interest performed strongly in comparison to other asset classes — particularly equities. The Bloomberg AusBond
Composite (0+Y) increased +1.08%, a positive change fromthe -0.42% return seen in the previous month.

Over in Europe, the Barclays Global Aggregate TR Hedged also saw an increase of +0.37% over the month.

Longer termbond yields generally traded in a dow ntrend over the month. 10 year Treasury bond yields in Australia w ere dow n 2bps to

0.84%, in the US slipping 3bps to 0.68% and eurozone bonds similarly dow n; Germany dow n 12bps t0-0.52%, France shedding 14bps

to -0.24%, ltaly dropping 22bps to 0.87% and UK 8bps low er at 0.23%.

Chart 6: Major Currencies (rebased to 100) Currencies

The AUD/USD has seen a w eakening over September. This has marked
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the end of w hat had been an upw ard trend over the last few months.
102.5 Finishing at 0.7162, the AUD/USD experienced a -2.90% fall this month.
' Additionally, the Euro pulled back against the USD, with a -1.80% drop
100.0 to 1.1721. Moreover, the GBP saw a significant fall against the USD,
dow n -3.37% to 1.292.
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Commodities Chart 7: Major Commodities (rebased to 100)
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Commodities saw negative returns across September. Iron ore saw a large
drop in value, as it decreased -6.29% to a month end price of US$117.93.
Gold also saw a sizeable drop after strong performance in the previous few
months, falling 4.17% to US$1885.82.

Oil experienced a pull-back after months of strong grow th. Over Septem- 90.0

ber, Brent Crude Oil w as down-9.56% to US$40.95 w hile WTI Oil also

decreased -5.61% to US$40.22. These results w ere reflected in the 85.0

Bloomberg Commodity Index w hich saw a decline of -3.36% to 70.8516. 01-Sep  08-Sep 1>-Sep  22Sep  29Sep

100.0

95.0

—Ilron Ore —Generic Brent Crude Qil —Generic WTI Crude Qil —Gold US$ioz

Source: BTIS/Bloomberg

People’s Choice Credit Union, a trading name of Australian Central Credit Union Ltd ABN 11 087 651 125 (People’s Choice), acts under its own Australian Financial Serv ices
Licence (AFSL 244310) and Australian Credit Licence (ACL 244310). InWestern Australia, our Financial Planning services are provided through Financial Solutions Australasia
Pty Ltd ABN 36 008 939 599 AFSL 244308 (Financial Solutions), a wholly ownedsubsidiary of People’s Choice. Financial Sdutions is not an authorised deposit-taking
institution and its obligations do not constitute deposits or liabilities of People’s Choice and are not guaranteed orsupported by People’s Choaice.
This Market Watch is produced from informationsupplied by Westpac Financial Services Limited (ABN 20 000 241 127, AFSL 233716). It is an overview orsummary only and
should not be considered acomprehensive statement on any matter or relied upon as such. This information has been prepared without taking account of your objectives,
financial situation or needs. Because of this, youshould, before acting on this information, consider its appropriateness, having regard toyour objectives, financial situation and
needs. Any projections or forecasts given above are predictive in character and may not eventuate. Whilst every effort has be en takento ensure that the assumptions on which
the projections are based are reasonable, the assumptions may be incorrect ormay not take into account known or unknown risk s and uncertainties. The results ultimately
achieved may differmaterially from these projections. Information in this document that has been provided by third parties has not been independently verified and People’s
Choice Credit Union and Westpac Financial Services Limited are not in any way responsible for such information. Past performance is not a reliable indicator of future
performance. Inf ormation current as at 15 October 2020.

4



