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Russell Investments New Zealand Fixed Interest Fund

Russell Investments advises of some changes to the Russell Investments New Zealand Fixed Interest Fund (“Fund”).

Western Asset Management Company (“WAMCO0”) added to the Fund’s manager line up.
The Fund’s benchmark changed to the Bloomberg NZ Bond Composite Index.
WAMCo added to the Fund’s manager line up

We have added WAMCo to the Fund’s manager line up. WAMCo is a highly-rated investment manager who currently manage
money in both the Russell Investments Australian Bond Fund and the Russell Investments Australian Bond Income Fund.

Until now, Harbour Asset Management (“Harbour”) was the Fund’s only manager. Harbour is a New Zealand-based asset
manager whose strength lies in shorter-term management of local interest rates strategies. Their investment strategy focuses
more on active duration management and spread trading, which is why it tends to be more short term in nature.

WAMCO  is a large, global asset manager with a strong focus on credit management. Their global macro investment approach
focuses more on medium-term outcomes and will provide the Fund scope to invest in a wider range of NZD-denominated
securities; most notably NZD euro medium-term notes.

By introducing WAMCo and moving to a multi-manager fund structure, not only do we greatly increase the Fund’s level of
diversification, we also expose investors to a wider range of investment views and ideas. Investors also gain access to Russell
Investments’ significant expertise in areas such as manager research, portfolio implementation and capital markets insights.

Benchmark change

We have changed the Fund’s benchmark to the Bloomberg NZ Bond Composite Index. The Fund’s previous benchmark
comprised the S&P/NZX NZ Government Stock Index (75%) and the S&P/NZX A-Grade Corporate Index (25%).

In the past, New Zealand fixed interest managers have used either a government index or a blended benchmark comprising
two sub-indices. However, since late last year, there has been a general shift away from these types of benchmarks in favour
of the Bloomberg NZ Bond Composite Index. It is our belief that the benchmark should provide a true reflection of the universe
of investible securities, and a better measure of manager skill.

To date, the Fund’s blended benchmark has aligned with the exposures in the portfolio and met our requirements for a
benchmark. Accordingly, the change in benchmark is not expected to have a material impact on either the Fund’s structure or
absolute performance. It is important to note that excess return and tracking error targets will remain the same with the new
benchmark. However, moving to the new benchmark does internalise exposure to supranationals and Kauri bonds, which until
now were ex-benchmark exposures for most managers.
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Effective date
These changes are effective 28 June 2019.

Fund manager line up

The new manager line-up and target weights for the Russell Investments New Zealand Fixed Interest Fund are illustrated
below.

Manager Role in the Fund Old weight | New weight
(%) (%)

Harbour Asset Management Shorter-term local rates strategy 100.0 50.0

Western Asset Management Co. Medium-term thematic strategy 0.0 50.0

Target weights as at 28 June 2019. Source: Russell Investments.
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