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SUMMARY OF INVESTMENT OBJECTIVE

The Devon Global Impact Bond Fund is actively managed and seeks to
understand the world’s social and environmental problems and to identify and
invest primarily in debt issued by companies and organisations that we believe
are addressing these needs in a differentiated way through their core products,
services and projects. Through the Fund’s investments, we seek to improve
access to, and the quality of, basic life essentials, reduce inequality and mitigate
the effects of climate change. The Fund seeks to deliver long term total returns

in excess of the Bloomberg Global Aggregate Index (hedged to NZD).

PORTFOLIO SUMMARY  Portfolio Benchmark Difference

MARKET REVIEW

In December, global sovereign yield curves
steepened markedly despite hawkish rheto-
ric from major central banks as term premi-
um rose in response to deteriorating fiscal
trajectory. Credit spreads widened and fixed
income sectors posted mixed excess return

results.

Most global sovereign bond yields moved
upward with yield curves steepening across
major developed economies. US Treasury
yields rose, particularly in the latter part of
the month following the Fed’s hawkish tilt.

Effective Duration (Years) 6.16 6.38 -0.22 European yields also moved higher despite
Spread Duration (Years) 6.26 6.27 -0.01 European Central Bank’s fourth rate cut this
Credit Spread Duration (Years) 414 242 172 year as President Christine Lagarde stat-
Yield to Worst 507 461 0.46 ed the euro zone was getting very close to
Average Quality AA- AA- reaching the central bank’s medium-term
inflation goal. US Federal Reserve delivered

ALLOCATION a rate cut of 25 basis points but signaled a
Wellington Global Impact hawkish stance. The European Central Bank
Bond Fund NZD Hedged 98.1% Cash 1.9% cut rates by 25 basis points but stressed vigi-
Currency Hedge (100% to lance on service inflation. Global credit mar-
NZD) 100.0% Total 100.0% kets outperformed duration-equivalent gov-
ernment bonds over the month as spreads

PERFORMANCE 1Mth 3Mth 1¥r 2Y¥Yrpa tightened. All three major sectors — finan-
Devon Global Impact Bond Fund -0.8% -1.3% 3.6% 5.1% cials, industrials, and utilities — generated

Bloomberg Global Aggregate Index Hedged NZD  -0.9% -1.3% 3.0% 4.8% positive excess returns.

Devon Global Impact Bond Fund returns are after all fees and expenses, but before tax which varies by investor.

Global credit markets outperformed dura-
tion-equivalent government bonds over the
month. The industrials and utilities sectors
performed in line with duration-equivalent

Treasuries, whereas the financials sector
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FUND PERFORMANCE AND ATTRIBUTION

The portfolio generated a negative total return during the month, but it

outperformed the Bloomberg Global Aggregate hedged to NZD index.

The portfolio’s corporate credit positioning had a small positive impact on
performance overall. At the broad sector level high yield credit underperformed
while US investment grade corporates performed in line duration-equivalent
government bonds, respectively. Positioning within high yield credit had a
small positive impact on performance. An underweight to US investment grade
corporates, mainly industrials, detracted from results. This negative impact
was offset by positive results from an overweight to financial institution issuers
within developed non-US IG credit. An allocation to emerging markets high yield
corporates was neutral for relative results. An overweight to agency mortgage
back securities (MBS) in support of the Affordable Housing theme benefited
performance the most, as MBS spreads tightened and rates largely moved lower,

particularly after the US elections.

Within securitized sectors, an overweight to agency mortgage back securities
(MBS) in support of the Affordable Housing theme had a neutral impact on
performance, while an allocation to commercial mortgage-backed securities
(CMBS) helped results as spreads tightened amid the Fed’s third rate cut of the

cycle and a decline in short-term rates.

An allocation to taxable municipals, primarily allotted to Education & Training and

Health themes, had a small positive impact on results.

Overall duration and yield curve positioning benefited performance the most over

the month. The portfolio held an underweight duration position.

MARKET REVIEW
(CONTINUED)

underperformed relative to duration-equiv-
alent Treasuries. Broadly, municipal bonds
underperformed duration-equivalent Trea-
suries. Within the securitized sectors,
agency mortgage-backed securities, com-
mercial mortgage-backed securities, and as-
set-backed securities each outperformed du-

ration-equivalent government bonds.

PORTFOLIO MANAGER

Campe Goodman

Campeisultimately accountable for all per-
formance and risk management decisions
inthe Global Impact Bond portfolio. Campe
is the final decision maker who is responsi-
ble for performance, positioning, and risk
in Global Impact Bond
portfolios. Campe has 23
years of industry expe-
rience and has managed
the underlying Wellington
Global Impact Bond fund
since its inceptionin 2017.
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CONTRIBUTION TO DURATION CREDIT RATING
YEARS % MARKET VALUE
SECTOR Account Benchmark Difference QUALITY Account Benchmark Difference
Cash & Cash Equivalents 0.00 0.00 0.00 Cash 0.16 0.32 -0.16
US Government 0.94 1.06 -0.11 AAA 34.58 1142 23.16
Credit* 413 457 -0.44 AA 36.26 43.26 -6.99
Asset Backed Securities 0.04 0.01 0.04 A 8.51 30.82 -22.30
Mortgage Backed 0.99 0.64 0.35 BBB 13.04 13.92 -0.88
Commercial Mortgage 0.05 0.03 0.02 BB 5.60 0.01 5.59
Other 0.02 0.09 -0.07 B 2.33 - 2.33
Cash Offset B B _ Below B 0.13 _ 0.13
6.16 6.38 -0.22 Cash Offset -1.32 - -1.32
ST S e Sl S S o ot 00 oz o

100.00 100.00

SECTOR DISTRIBUTION
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Totals may not add up to 100% due to rounding.

GEOGRAPHIC DISTRIBUTION
% MARKET VALUE
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Totals may not add up to 100% due to rounding. | EE stands for East Europe & ME stands for Middle
East.
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FUND POSITIONING AND OUTLOOK*

We believe a “no landing” scenario is likely in 2025, in which a strong consumer, low employment, and loose fiscal policy sup-
port economic growth while sticky inflation keeps rates “higher for longer” and restrains the pace of global central bank cut-
ting. We believe that the current credit cycle remains robust, supported by strong fundamentals, technicals, and attractive
all-inyields. As aresult, we think investors can benefit from a pro-credit tilt while exploiting potentially compelling bottom-up
sector and security selection opportunities.

Although major global central banks have continued to cut short-term interest rates throughout 2024, we expect rates to re-
main higher for longer. Uncertainty around central banks’ reaction functions, the pace of balance sheet reductions, and the
magnitude of government debt issuance could contribute to greater credit spread volatility and increased dispersion in the
credit spreads of individual issuers.

In terms of positioning, the portfolio has a close to neutral credit risk profile, while preserving high-quality liquid instruments
to take advantage of future market dislocations.

From a sector perspective, the portfolio maintains an off-benchmark allocation to select taxable municipals, emphasizing
healthcare and education issuers. The portfolio holds select below investment-grade corporates and bank loan issuers that in

our view carry attractive credit spreads.

The portfolio maintains positioning in agency MBS issuers with a focus on supporting housing affordability for low-income
borrowers. We continue to hold select single-asset single borrower CMBS backed by LEED certified buildings.

The portfolio maintains exposure to labelled use-of-proceeds government and agency bonds intended to fund green, social,
and sustainability-related projects.

*These views are those of Wellington Management, who have been appointed as the underlying investment manager for the Devon
Global Impact Bond Fund
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