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We present our Q3 2022 outlook for the Global Unconstrained Bond Strategy which incorporates
our core markets, emerging markets and global credit views.

By the Global Fixed Income Team

Q2 performance summary

The strong relative performance continued during Q2 while the environment for fixed income remained under
pressure from central bank monetary policy tightening. During Q2 the strategy returned a positive 1.53% in relative
performance while absolute performance was negative 6.73%. The benchmark return was negative 8.26%

The bulk of the relative performance came from the local price effect, 1.49%, while currency views were modest at

0.04%.
Global Unconstrained Bond Strategy Q2 performance Total currency effect on relative performance
GLOBAL UNCONSTRAINED BOND STRATEGY Total Currency Effect 0.04%
Total Return 6.73% Short EURAUSD 0.50%
Benchmark Return -8.26%
Long NOK/USD -0.57%
Qutperformance 1.53%
Local Management Short SEK/USD 0.22%
Total Effect (Local ) 1.49% Long CLPUSD -0.18%
Total Currency Effect 0.04% Short CNY/USD 0.11%
Total Effect 1.53%
other -0.04%

Source Nikko AM, as at 30 June 2022

This is provided as supplementary information to the performance reports prepared and presented in compliance with the Global Investment
Performance Standards (GIPS®). Returns are based on a representative account of the Global Unconstrained Bond strategy. The benchmark for this
strategy is the Bloomberg Barclays Global Aggregate Bond Index The copyright and intellectual rights to the index displayed above are the sole
property of the index provider. Returns for calculation periods in excess of one year are annualised, but those for the periods of less than one year
are not annualised. Numbers in the table may not sum to total due to rounding. The Firm claims compliance with the Global Investment
Performance Standards (GIPS ©) and has prepared and presented this report in compliance with the GIPS. GIPS® is a registered trademark of CFA
Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.
Past performance does not guarantee future returns. To obtain a GIPS Composite Report, please contact GIPS_inquiry@nikkoam.com.
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Total effect in detail

Source Nikko AM, as at 30 June 2022. This is provided as supplementary

Total Effect (Local) 1.53%|  information to the performance reports prepared and presented in

compliance with the Global Investment Performance Standards (GIPS®).

Derivatives 1.33%| Returns are based on a representative account of the Global

DS Unconstrained Bond strategy. The benchmark for this strategy is the

Bloomberg Barclays Global Aggregate Bond Index The copyright and

usic 02%|  intellectual rights to the index displayed above are the sole property of

USHY 035%|  the index provider. Returns for calculation periods in excess of one year

EURIG 0.19%| are annualised, but those for the periods of less than one year are not

EUR Xover 0229%| @annualised. Numbers in the table may not sum to total due to rounding.

Futures The Firm claims compliance with the Global Investment Performance

Standards (GIPS ®) and has prepared and presented this report in

Short 10Y Bund 007% | compliance with the GIPS. GIPS® is a registered trademark of CFA Institute.

Long 10Y UST -0.22% CFA Institute does not endorse or promote this organization, nor does it

Swaps warrant the accuracy or quality of the content contained herein. Past

FUzeveGBae e perform.ance does not guarantee fut}Jre .returr.15. To obtain a GIPS

Composite Report, please contact GIPS_inquiry@nikkoam.com.

GB2svs SW2s -0.08%
AUTs12s -0.08%
AU2s vs NZ2s 2.52%
Corporate 1.30%
Underexposure 1.30%
Government related -1.50%
Local authority* -0.90%
Foreign sovereign** -0.17%
Supranational*** -0.17%
Taxable Municipals**** -0.83%
Other***** 0.56%
Securitised 0.04%
DKK Covered Bonds -0.33%
SEK Covered Bonds -0.19%
Underinvestment in US 0.56%
Treasury 0.36%

* Canadian provinces, New Zealand local government funding agency
** EM external debt

*** Asia, EBRD, IFC

**x* State of California & New York

****¥*Underexposure to EUR/GBP/AUD denominated issues

Portfolio Positioning

During the period, government bond markets remained under heavy selling pressure as short-term interest rates
continued to price an increased probability of imminent interest rate hikes, particularly by the US Federal Reserve
(Fed), but also by other key developed market central banks, such as the Bank of Canada and Reserve Bank of Australia
(RBA). In anticipation of the hawkish turn by the latter, the team implemented a relative value trade paying 2-year
Australian dollar swaps versus receiving 2-year New Zealand dollar swaps. The spread differential between the two
appeared particularly elevated in the historical context, and the rationale for the trade was further supported by the
team’s fundamental view of an imminent repricing of short-term interest rate expectations in Australia, with the
Reserve Bank of New Zealand (RBNZ), having moved earlier, more likely to temper hawkish expectations should the
economy start to slow. Additionally, being under-invested in global corporate as well as global treasury bonds
benefited the strategy’s relative performance, however, a higher allocation to the government related sector, notably
in Canada, offset those gains.

Government bond vyields have repriced significantly higher since the turn of the year as inflation pressures have
amplified across most of the globe. Meanwhile, growth expectations have turned sharply lower. This ominous
combination has been highly detrimental for financial assets. The key catalyst for these moves has been the Russian
invasion of Ukraine which has exacerbated existing supply chain concerns. While previous concerns were predicated
on COVID lockdowns in East Asia and the transit of consumer goods, particularly to the US West Coast; Russia’s
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unprovoked actions and the West's sanctions response have jeopardised the supply of energy and grains, particularly
for Europe and the surrounding regions.

As government bond yields continued to rise through April the team opportunistically increased duration within the
portfolio to position for a rotation from price to growth concerns, with weaker demand expected to subsequently
weigh on inflation. With hindsight the move was slightly premature as peak inflation in the US (as measured by the
consumer price index) has been pushed out by several months due to the combination of higher food and energy
prices, while a tight labour market has maintained upward pressure on the price of services. Nevertheless, valuations
remain compelling for government bonds as real yields have turned positive for all but the shortest maturities, while
expectations of monetary policy tightening appear extended relative to previous hiking cycles. The team also believes
that seasonal factors are likely to be supportive for global bonds in the coming months with the summer months in
the northern hemisphere typically associated with a relative preference for safe-haven assets as well as the potential
for fresh rebalancing flows from institutional investors such as US and UK defined benefit pension schemes as well as
Japanese institutions. Moreover, in recent weeks we have seen a meaningful decline in commodity prices due to a
combination of improving supply chains and weaker end-demand which should translate into weaker inflation prints
in the latter half of the year.

The team booked a significant profit on its relative 2-year swap position paying Australian rates versus receiving New
Zealand rates following a narrowing of the rate differential in June. The RBA delivered the hawkish pivot that the team
had long anticipated. However, given that the team still have conviction in the other leg of the trade, i.e., a dovish
shift from the RBNZ which will likely predate other developed market central banks, the team initiated a new position
to receive 2-year New Zealand rates. The rationale for this trade is the RBNZ's hawkish pivot in 2021, which predates
other developed central banks, and the subsequent economic weakness including high sensitivity to Chinese
consumer demand and a nascent decline in domestic property prices.

In terms of FX positioning, the team preferred a higher allocation to the US dollar, particularly versus the euro, based
on the monetary policy divergence favouring the former over the latter. More recently, we maintained our
underweight to the euro proxies as the rise of geopolitical risk in Eastern Europe was expected to exert weakening
pressure on the common market currency as well as the likes of Swedish krona. The trade overall generated a solid
relative gain. In the commodity space, we maintained higher allocation to the oil related currencies such as the
Norwegian krone. However, the latter continued to underperform, partially due to FX purchases in relation to the
fiscal rule, but also due to its higher sensitivity to European demand, and the team ultimately decided to cut the
exposure. In Latin America, we favoured an overweight allocation to the Chilean peso, however, the currency was
negatively impacted by the concerns related to the China economic slowdown, which led to a sharp correction in
copper prices, Chile’s main export commodity, severely undermining the country’s terms of trade and in turn putting
weakening pressure on the currency. The underperformance of this trade was partially offset by the gains from an
underweight allocation to the Chinese renminbi, which we expected to suffer from the ongoing Covid-related
lockdowns in addition to concerns related to the country’s overleveraged property market.

Q3 outlook

In Europe, the team continues to question whether current interest rate hike expectations for the Eurozone appear
justified. Expectations for the European Central Bank (ECB) to continue hiking through 2023 may prove too optimistic
given the stagflationary environment in the continent, and associated risk of a recession in the coming quarters,
which may trigger a rethink in the pace of normalisation, even as the ECB initiated an initial rate hike this month, as
expected. As such the team continue to expect an underperformance of the euro. Fragmentation risks also continue
to weigh on the common currency as recurrent Italian political disfunction raised its head once following prime
minister Mario Draghi’s tendering of his resignation. Italy is set for snap elections in September, with a right-wing
coalition likely to replace the current broad one. Nevertheless, the team believes that the recent weakness of Italian
government bonds in response to these perceived risks appear tactically overdone and has repurchased Italian bonds
the team tactically reduced in March then again in early June. Furthermore, while details of the ECB's new
Transmission Protection Instrument (TPI) initially underwhelmed—given lack of details and potentially significant
conditions attached to the program—it should still provide a backstop in the case of further deterioration in
peripheral risk.

Staying within Europe, following the sharp underperformance of Swedish rates in recent months, as the Riksbank has
belatedly acknowledged the persistence of price pressures in the economy and pivoted towards a more hawkish path
for interest rates, the team also believes that the expectations are somewhat optimistic given that Sweden is exposed
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to similar economic risks as the Eurozone. Meanwhile, given the magnitude of inflation pressures within the UK, with
underlying wage pressures stemming from the tightest labour markets in a generation, adding to surging imported
energy and food inflation, the Bank of England will likely need to respond more aggressively and persistently to
increased price pressures should the anticipated slowdown in demand not materialise. As such the team has initiated
a relative 2-year swap position paying UK rates versus receiving Swedish rates. This is in addition to the existing
position in Swedish mortgage bonds as spreads over their respective government bonds remain elevated relative to
mortgage bonds in both Denmark and the US.

Also, in Europe the team believes that the recent dampening of commodity price pressures should favour regional
importers relative to exporters. As such the team decided to replace its overweight Norwegian krone exposure with
Polish zloty. The Polish zloty also has the additional benefit of significantly higher carry following pre-emptive rate
hikes from the Narodowy Bank Polski. In addition, the team has observed a material underperformance of Hungarian
rates in recent weeks following an acceleration in domestic inflation pressures, exacerbated by relative currency
weakness stemming from the country’s ongoing rift with the European Commission regarding the rule of law as well
as opposition to Russian energy sanctions. The team has initiated a receiver position in 3-year Hungarian rates as the
team believes that the recent repricing is unjustified given the extent of the hawkish moves already enacted by the
Hungarian National Bank while tensions with the European Commission appear to be thawing.

Elsewhere in emerging markets the team have recently purchased some unhedged Mexican Government Bonds
(MBonos) as the team expects a relatively soft landing in US consumption relative to other regions to benefit Mexico.
Mexican rates also already embed a significant risk premium relative to the US despite a more benign inflation outlook.
The team has also increased its exposure to FX-hedged South African bonds, given compelling valuations and
attractive risk premium with fiscal risks overstated, in the team'’s opinion.

Finally, given significantly improved valuations, with global corporate credit spreads above 500 basis points already
at recessionary levels, the team has begun increasing its corporate credit exposure again, initially via shorter dated
investment grade credit in Europe, but also in US investment grade credit, and more recently in European crossover
credit. In addition to the compelling valuations the team also expects a more benign inflation environment in the
latter half of the year, given the potential for relief in both energy of food supplies, to support corporate credit.
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution only
under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a personal
recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are recommended
to consult with their independent tax, financial and legal advisers prior to any investment.

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM'’s investment strategy in any way. The
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own
judgment. Opinions stated in this document may change without notice.

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment.
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell.

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko
AM is strictly prohibited.

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No.
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.

United Kingdom and rest of Europe: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated
in the United Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the
purposes of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at
professional clients as defined in the FCA Handbook of Rules and Guidance.

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of
a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset Management
Americas, Inc. is a United States Registered Investment Adviser.

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore.

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only.
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong.
Nikko Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only.

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only
and must not be passed to, issued to, or shown to the public generally.

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in
full or in part for any purpose whatsoever without a prior written permission from Nikko AME.

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not
therefore benefit from any protections that would be available to such clients.

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or
have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to
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Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not
be eligible for sale in some states or countries, and they may not be suitable for all types of investors.

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of
whatsoever nature within the territory of the Sultanate of Oman.

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries
regarding the Strategies should be made to Nikko AME.

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute,
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment
in such Strategy, and (b) upon their specific request.

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority or any
other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should
not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof).

No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd.

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such
registered fund shall be conducted only through a locally licensed distributor.
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