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Introductionby Peter Jamieson, Chief Customer Officer: Before | hand over to Alison Tarditi, | just wanted to
reflectonceagain on acommentthat Garry made aboutthe difference between our two types of
superannuationschemes thatyou are members of. Thefirstis ourdefined contribution schemes, PSSap, ADF
Super and CSCriwhich are highlyimpacted by three key things: your contributions, theinvestment returns that
we generate on those contributions and the composition of the portfolio that we use to generate thosereturns
whichisallaboutrisk and how ourteam led by Alison manages thatriskionyourbehalf. So Alison’s comments
aregoingto be highly relevant to customers of our defined contributionschemes.

The second type of scheme we operateis ourdefined benefit schemes andl've already s poken to a number of
you who are members of those schemes. They are of course linked predominantly or primarily to yourfinal
averagesalary and your defined benefit multiple which is comprised of your years of serviceinthe scheme. So,
they arenotimpacted by investment returns butif youhave one of our -and thatis PSS - butif you have one of
our hybrid schemes, then you have a bit of both. You have a defined benefitandyou alsohave an element
predominately your own contributions which isimpacted by investment returns and so Alison’s comments will be
relevantto those customers. So, | just wanted to makethatclarificationboth forthosein theroomandthose
onlinetonight, the difference between our three types of scheme. And with those comments, I’ll now passover
to our Chief Investment Officer, Alison Tarditi. Thankyou, Alison.

Alison Tarditi: Thanks Peter. Goodevening andlet me add my welcometo that of our Chair, Chief CEO, sorry,
and our Chief Customer Officer. Welcomein particularto thetwo youngest customersas | look aroundtheroom
thatl canseeattheback oftheroom. You'renever too youngto startinvesting.

Now my investmentteamis small, specialised and reallylaser-focused on delivering all of you a comfortable
retirementoutcome. So,I’'mreally pleased to be able to have the opportunity to share some of our thinking with
you this evening. Now as Peter noted, again my comments are most relevant to our defined contribution
schemes. However, forothers of youintheroomwho may have savings outside of super, | hope thatmy
comments on our investment landscape are of somevaluetoyoualso.

Now we investaccording to enduring principles that have really defined our guardrails since the outset. Butl'm
mindful againas | look around the room of Voltaire’s comments who said the secret of being really boringis to
say everything. So, with thatinmind, | won't cover allof our principles. | havetried to focus on just four of the
mostimportant of thoseto try and give you someinsightandto illustrate how we translate our investment
insights into captive value for you.

Now itwill comeasnosurprisetoyouatalll thinkthat paramountamongstourprinciplesis that of risk control.
In rising markets taking higher risks can certainlyresultin above average returns but those excess returns can
evaporate quickly when the good times turn bad and that’s whatthis slidetries to illustrate. We'rereally focused
onwhatlies underthesurface, thethings that you can'tsee.

Investment performance that fluctuates between top 10 results in great years andbottom 10 results in bad years
makes your retirement date very risky. By prioritising loss preventionandstewardingour portfolio assets
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conscientiously, the outcomes to all of our customers will be superior we believe because they’ll be more
dependable. Theresults of ourrisk controls are observable consistently inall of our products, so let’s lookat our
default product, the My Super option. As thisslidetries to depict, the pastdecades increasinglyspeculative
market place hasresulted ina widerange of returns forbalanced funds. Our My Super product has returned
around the medianofthoseavailablein the market place. Stronginabsolute return terms ataround 7.4% per
annum but notthebestavailable.

Now when you consider therisk of losses thatyou have to continueto bear inorder to achieve those returns by
retirement, something that’s independently assessed by super ratings, our performance as you can seein this
chartis consistently above that of the medianfund. It’s this relative ranking thatis the better indicator of the
quality and reliability of yourinvestments and thereby your retirement outcomes. Butthis disciplinerequiresa
strong stomach in more speculative markets where our returns mightlook less excitingrelative to those of others
whoserisks haveyetto surface. Undercompensated risks only become evident when market prices revert to
their fundamental values as they're doing right now.

In these periods historically, we've preserved between 30% and 40% more of your savings thanthe medianfund
has been ableto when equity markets fall precisely because of ourrisk control processes. And official
comparisons todayare even more complicated because different funds treat private asset values very differently.
Leaguetables havelikely understated our performance relative to other funds over the past 12 months because
when the price of companies andinfrastructure assets fallon publicly listed markets, we objectively and
systematically revalue their unlisted counterpartsin our portfolios. Many other funds onlyrevalue their unlisted
assets when they receive information from their managers with a considerable lag. You may have seen this
referred to in public commentaryabout regulatoryinvestigations of some funds because of this activity.

Our approach, which has been consistent, provides transparentandfair outcomes to all of our customers,
whether you’reretiring soon or have many years to go.

Our second principle recognises the power of diversification and specialisationto life stage because we believe
this offersthe surest path to theresults thatyou need both at the beginning andthe later stages of your life
journey. Almost 20% of our defined contribution customers, PSSapand ADF customers, have actively chosen one
of our life stage options andfor those of you who have not made these choices, | do encourage you to talk to
your financial planner because this is one of the mostimportant determinants of your retirement outcome. For
our younger customers or those happyto take a higher investmentrisk, ouraggressive option is a consistently
strong performer. You canseethat, | hope,in this chart whichreplicates the discussion| took you throughfor
our defaultoption. Our aggressive option accepts highervolatility compared to our balanced fundbutonly from
targeted risks that we expect you to be compensated for taking while avoiding unintended risks and diversifying
to reducetheimpactfromrisks thatsimply cannotbeavoided. Theresultis strongrelative returns regardless of
market direction.

For our older customers, or those preferringto take less investment risk, our income focused option purposefully
targets a lowerlevel of risk compared to both the balanced andaggressive options but still delivers very strong
performance. So, you can invest, we hope, with confidence knowing that your savings are both safe butalso
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growing over time because we wishyou all avery longand active life post-retirement. So, you wantthose
savings to continue to work for you.

Our third principle res pects the very important difference between risk and genuine uncertainty. Now
investmentrisk, backto thatboringcategory, is generally discussed instatisticalterms. You will see, for example,
thatall superfunds must state theirexpectations forthe number of negative years that options are probably
goingto experience out of every 20. That's veryprobabilistic. But uncertainty, farless boring, is also much less
blackandwhiteand inmy view, thatistherealriskbecauseitinvolves surprises and unknowable outcomes.

Now soothsayers andstargazers predictinvestors prepare a far less glamorous role unfortunately for me but
considerablya muchmorereliable service. So, instead of forecasting macroeconomic outcomes, we analyse the
performance of your portfolios under multiple different but plausible future scenarios to find their vulnerabilities
and then to proactivelyaddress them. Webelievethisisthe bestway to achieve consistentlyexcellentand
dependablelong term performance. Remember thatover the six or seven decades of economic, political and
market cycles that make up yourworking and retirement lives and to whichyoursavings are exposed, much can
change. | suspect weall need a little reminding of that after the pasttwo and a halfyears of pandemicinduced
lockdowns all around the world accompanied by economicand social adjustment never experienced, atleastin
my lifetime.

Now for the 40 years before 2020, we had relatively stable and positive economic growth and low inflation. They
were calledthe Goldilocks Era. Globalisedsupplychains couldalways find lower cost substitutes to meet our
demands in anintegrated competitive but relatively peaceful planet. These conditions seemtoimplyan
increasingly low risk world and financial markets responded [rationally] by valuing financialassets at ever higher
prices. Butthatequilibrium hasnow broken. You canseethat centralbanksinthis chartare now withdrawing
liquidity and today, as we enter the final quarter of 2022, exactly what lies ahead is not clear to anyone, including
our own policymakers whichis why their commentary is continuously changing.

Now you mightrecall this next graphic. | showedthisatlastyear’s annual member meeting. Ourview then was
thatrisks were building, with inflationa particularlyunderappreciated threat. This wa s nota consensus view
then either within theinvestment or central bankcommunities and despitethat,andas| noted atthetime, we
resisted the fear of missing outin publicequity markets. In ourview they were no longer supported by the
pathways realistically available to policymakers. Instead we gradually addedto your inflation protection because
itwas recognised by us as a persistentriskto your savings andwe invested before that persistentrisk was
recognised by others andthese assets became expensive whichis what they aretoday.

Now it’s difficultfor any portfolio anywherein the world to generate a strong positive real return throughan
extremeinflation spikeand a sharp riseininterest rates central banks are using to try to combatit. Butinflation
resilience can be built gradually to reduce the erosionin purchasing power of your savings over the long termand
thatwas our priority for youlastyearandtheyear beforethat. Your portfolios today contain numerous assets
with revenues thatare contractuallylinked to inflation via high creditworthy counterparties andthatlast pointis

important - highlycreditworthy counterparties. Characteristics designed to grow your savings sustainably andto
protecttheir real valueand thereal value of your retirementincome.

Canberra

GPO Box 2252
Commonwea,lth Canberra ACT 2601
Superannuation Australia

C ti P. +61 2 6275 7000
orporation Years of Service Sydney
GPO Box A2614

Superannuation Corporation (CSC) Sydney South NSW 1235

ABN: 48 882 817 243 AFSL: 238069 Australia

RSEL: LO001397

P. +61 2 9240 4888

csc.gov.au



Commonwealth

Australian Government

Commonwealth Superannuation Corporation

Now | can only show youa brief few examples, again mindful of being boring, on this chart. Butour August2021
acquisitionof aninterestin Amplitel, whichis Australia’s largest tel ecommunications tower infrastructure
provider,isa caseinpoint. Amplitel’s revenues benefit from decades |onginflationlinked leases and its capital
valuecan grow with theroll out of 5G and mobile data demand thatis expanding at morethan 20% per annum.

Our fourth principle, andthelastonethatI’ll discuss with youthis eveningatleast, is to |leverage our unique
comparative advantages to access opportunities thatindividual retail investors usually can't. Now | think we all
appreciatethat public markets are very efficient at processingfinancial informationbecause they have a large
number of participantsincluding in anincreasingrate superfast computer algorithms withaccess to very big
databases. We prefer to focus where our knowledge and operational advantages enable us to access
opportunities beyond the range of individual i nvestors and where markets arefar less efficient at pricing value.

As well as assets with inflation linked cashflows that have already mentioned, we take a proactiveinterestin
assets and businesses thatare well positioned to benefit from long term productivity and seculartrends. This
makes your savings much moreresilient to fluctuations or disruptions in economicactivity and growth thatare
cyclical. Examplesinclude private digital assets like broadbandfibreinternet providers across the United States,
the Netherlands andalsoback home hereinAustraliavia Unity Group. Datacentres likethe Canberra
datacentres originally based in Canberra and now with extensions across Australia and across the Straitinto New
Zealand. Thisinvestment hasachieved exceptionalgrowth performance of 46% per annum since we acquired it
backin2016. We've morerecently made additional complementary datacentre investmentsinAsiaandthe US
to leverage whatis now a domain expertise for us and take further advantage of the unremitting advance of
digitalisation.

Now | think we all know thatinvesting is competitive. So the bestreturns come fromidentifying opportunities
well before others do and we recognisedthe needs of energy transition early, investing firstin windfarms. As
theseassets appreciated stronglyas others recognise their value and our domain expertise increased, we've been
abletorecyclethat capitalintohigher returning development platforms, platforms that build new renewable
assetsacross solar, wind, biomass and hydro. These businesses are valuable to your retirement outcomes
becausetheir financialreturns arelargelyinsulated from short term economic conditions. Instead their
cashflows benefit from longterm power purchase agreements or regulated inflation linked tariffs. Butthey’re
alsoimpactfulin the world beyond your portfolios because they’re adding to the stock of renewable assets, not
justtrading existing ones. Even Bill Gates now argues that what matters most for environmental improvementis
notso much whatyou don’tinvestinbutrather whatyou doinvestin.

Wealso partner with skilled specialists like Blackstone Life Sciences to investin promising new medical
innovations. Again, activities thatareresilientto business cycle dynamics andimpactful inthe real world beyond
finance. Anthos Therapeuticsisjustoneexample. Its development of novel anti-coregulation medication is
relevantto improving thelives of a large population of patients with a broad range of cardiovascularand
metabolic diseases. | encourageyou to takea look at our website for further examples of the health
collaborations we’re making. I’'m most proud of these.

Thereare many other aspects to your portfolios which| don’t have the time to take you through. Forexample,
we build newinvestment management businesses sothatyou canown the engines that generate youractive
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public marketreturns. Thismeansyouall sharein therevenue of those managers as they manage money not
justforyou butfor investors all over the world.

The pointisthis: diversified sourcing of real returns does not mean that we can completelyavoid negative return
years or deliveryou the highest return when public equity markets are running super-hot. Butit does mean that
we’re abletoimprovetheresilience of yoursavings so that both inflation and recessionrisk matters less, so that
the buffer compoundedthrough goodyearsthatyou canseeacrosseach of our options sustains to andthrough

retirement.

Now today’s primary economicchallenge a question | getasked morethan many is no longer inflationrisk, it
mightsurpriseyou to hear mesay that. Butthat’'s becauseinflationrisk has now been recognised. Theopen
guestionthatremainsis where the developed market policymakers cancombat thatinflation the highest rate
across the developed worldsince the 1980s without requiring deep recessions or triggering financial crises. US
inflationatover 8% per annumasitistoday is currently four times their centralbank targetand unemployment,
a reasonableindicator of the strength of future demand, remains atan historical |ow des pite 3.75% pointrisesin
the US policyrate over a very short sixmonth period.

Now exactly how rising interest rates interact with historically high levels of post-pandemic debtacross the
developed world, political instability arising in my view from the hollowingout of the middle classes across much
of the developed world and financial markets are customed to, actually addicted to, excessively plentiful low cost
capital and low economicvolatility is all genuinely uncertain. Geopolitical fracturingand changes inthe structure
of our economies to incentivise the shiftaway from fossil fuel dependency are additional new challenges. Energy
is complex becauseitisafoundational inputinto societal function and thecritical issue around thatis that
demand cannotadjust easily, costlessly or quickly. Instead the mostexpedientroutethatis beingtakenis
through skyrocketingprices to rationuse. That's a regressive process that has to continue until the availability
and affordability of substitutesis achieved. Hence ourinvestmentsinto renewables development andinnovation
platforms andtheinflation proofing assets that we've been investingin foryou for morethan three or fouryears
now. As our third principle youmightrecall guides, markets don’tlike uncertainty.

So, there are complex and unusual risks around the outlookfor financial assets and forworldgrowth. As
policymakers balance on one hand the costs of temporaryrecessionandthe structural changein ourenergy
system with on the other handthe costs of unchecked and broad-based inflation that will erode living standards
permanently. Uncertainty itself creates its own dynamic. Butthere's also a plethora of innovation occurring. It’s
occurring across health, new energy storage andtransmission, digital security, robotics, automation, water and
wastereductionto namejusta fewandl'vetried to take you through some of the examplesin your portfolios
thatareworkingintheseareas. There's every chancethatone or more of these will be genuinelydisruptive
enabling the worldto leapfrog some of the challenges that todayfeel insurmountable. As I'vetried albeit briefly
to exampleto you this evening your capital importantly managed fortherisks of doing sois working preciselyto
enablethisand that'snotboringatall.

The big picturel leave you with isthat we have entered a very different environment. Investing requires usto
putyour capital atrisk to earna return sufficient to generate you a comfortable retirement. Butthe market
conditions of the past, in particular the past two decades, masked manyof therisks that were accumulating
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under thesurface. Decision making will be, or atleast shouldbe, much moredisciplined now thatrisksare
clearerandpresentfor established businesses, for entrepreneurs, for governments andfor investors. Inthis
world, as| cautioned lastyear, itis moreimportant thanever to focus on risk adjusted returns. Thatsimply
means focus on theiceberg, notthetip to paraphrase Paul Keating.

The paper returns reported by anyfund atany pointin timeare no guarantee of a comfortable retirement
outcomeand therel'm paraphrasing someone| really admire, my mum. Butitis alsoa worldin which we’reable
to play to our demonstrated investor strengths building and stewarding por tfolios that prioritise two things: the
avoidance of permanent capital loss sothatyoursavings are notrunningto standstill and secondly, the early
provision of capital to future fit companies with secular tailwinds so that your savings benefit fromthose who are
runningto catchup. As | saidbefore, | won't pretend thatit’s possible to avoidlosses through a period of high
inflationor its corollarya recession should that come to pass. Butyourinvestments arefit, they are high quality
andtheyareabletorecover fully andstrongly. And we will be scanning for opportunities to reinvest your cash
buffers as high quality assets see their prices fall below fundamental value and we canonce againstep into
purchase them with confidence.

Weremain focused on ensuring that our defined contribution customers achieve a comfortable financial
outcomein retirement, somethingour defined benefit customers areassured. Now it's been impossible for me
to dojusticetoallthat!’d like to cover inthetimeallotted to me this eveningbut! do hope, as my colleagues do,
to beableto address theissues thatareimportantto you or thatare worrying you at this pointin time through
our question time. So, thank you for listening.
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