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Climate change

Climate change is a major
systemic issue for the
economy and investments.
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Managing geopolitical risk is not easy...

Sensible frameworks and work before potential events are necessary
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Russia and China show difference sources of risks (end of 2023)

Risk measures across composite indexes

*Inflation index
Country Name
——— Russia 2023

*Overall index *External stress inc —— China 2023
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*Geopolitical Risks *Financial stability index

*Market risk perception “Governance index

Source: Frontier, LSEG Datastream, Caldara, Dario and Matteo lacoviello (2022)
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Detailed breakdown of risks in Russia and China
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Source: Frontier, LSEG Datastream, Caldara, Dario and Matteo lacoviello (2022)



Examining changing regimes over time

The five regimes can be used as building blocks for portfolio scenario modelling

Regimes Example regime pathways
Path1 Path2 Path3

Growth deflation v

Yr2

Yr3

Downturn
deflation

Stagflation Yra
W ST [ ST

Note: N=Normal, G=Growth, GD=Growth deflation,
DD=Downturn deflation, ST=Stagflation

Over a ten-year timeframe used for most portfolio modelling, there are 51° possible regime paths ~
9,800,000 different paths which we can model!
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Regimes change modelling inputs

Macro-economic outcomes and capital market assumptions change with regimes!

Economic scenario

Year 1 2 3 4 5) 6 7 8 9 10

CPI (%) 6.2 25 -1.5 -1.1 -0.6 -0.2 0.3 0.7 1.1 1.6

GDP (%) 1.5 -0.5 -2.5 -0.8 1.6 1.6 1.6 1.6 1.6 1.6

Regime ST ST DD DD DD DD DD N N N
o ST stagtator: 00 Doy et Nomal < b

Regime pathway mapped into scatterplot
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Regimes mean different outcomes for investors Z

And allow a deeper examination and understanding of your portfolio

Histogram of ten-year portfolio return (p.a.) — Histogram of ten-year portfolio return (p.a.) —
equilibrium assumptions regime pathway
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Pathway: ST,ST,DD,DD,DD,DD,DD,N,N,N (ST=Stagflation, DD=Downturn deflation,
N=Normal), used for demonstration purpose only.
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What should clients do?

The cycle is heading towards stabilisation. We expect strong tactical pathways for
rebalancing portfolios

Action for clients

Review your portfolio from the ground up and select areas of geopolitical concern
(and do the deep dive work).

Consider different economic regimes (and asset classes/investments which protect
against downside scenarios and higher inflation).

Monitor geopolitical risks (which Frontier does in our market review work).

Talk to Frontier — and read our Look Forward (for clients).
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Thank you for joining us.

Frontier Advisors 2024 Annual Conference

Disclaimer:

Frontier Advisors Pty Ltd ABN 21 074 287 406 AFS Licence No. 241266.
Level 17, 130 Lonsdale Street, Melbourne Victoria 3000.

The information contained in this presentation is current as at the date of preparation but may be subject to change ' ¥ meﬁ‘ {n thi
intended as general commentary and should not be regarded as financial, legal or other advice. This presentation has been prej hou Vtakm into:
objectives, financial situation or needs. You should consider this presentation in light of these matters. Should you rec lvice

discussed please contact the presenter directly or an appropriate advisor. This presentation may contain fonNa. d
forward-looking statements are based on the current beliefs, assumptions, expectations, estimates, and projection
the industry and the markets in which we operate. Past performance is not a reliable indicator of future perform
representation or warranty that any of the information contained in this presentation is accurate or complete. To tr
Advisors Pty Ltd does not accept any liability for loss arising from any reliance placed on the use of this presé"'
contents of this presentation are confidential and must not be disclosed to any third party without our written 15
reproduced or distributed without the written consent of Frontier Advisors Pty Ltd. Frontier Advisors Pty Ltd does'
own independent taxation advice from a registered tax agent. r
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