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Standard & Poor's View

Standard & Poor's has placed this fund on Hold pending clarification of

issues that have emerged potentially affecting the management of this

fund.

AXA's eight-strong commercial-lending team, led by Linda

Cunningham, is both experienced and suitably resourced. S&P views

positively the stability of the team which has remained tight for a long

period, except for co-chief commercial-lending manager Jon Attoe's

departure in 2009. S&P believes this is a significant achievement,

particularly given the level of redundancies in the industry. Turnover in

AllianceBernstein's Australian fixed-income team is of some concern, but

is partly mitigated by the fact that fixed-income securities are invested

on a hold-to-maturity basis, and are being slowly returned to cash. The

fund continues to mark these securities to book, which in S&P's opinion

is a detracting feature of the fund.

The fund's conservative lending approach puts it in a relatively strong

position to withstand deteriorating economic fundamentals and avoid

the decline in credit quality faced by some mortgage funds. In line with

the conservative nature of the mortgage portfolio, investment returns

for the fund have been somewhat disappointing. However, the fund's

policy to neutralise duration risk (in what is undoubtedly a rising interest

rate environment), combined with the higher credit spreads available

on new mortgages, should provide the fund with short- to medium-term

performance impetus.

The fund's long-term liquidity structure continues to be uncertain.

How this evolves will largely depend on investment flows, which will

be influenced by investor sentiment, relative returns of comparable

investments, and the timing of the removal of the Federal Government's

authorised deposit-taking institution (ADI) guarantee. Until there is

greater certainty regarding investors' redemption rights, S&P will

maintain the fund 'On Hold'.

Investor Suitability

• The fund is suitable for investors seeking capital stability and an

investment return which is paid monthly and is expected to exceed

cash over an investment cycle.

• An approximate investment time horizon for the strategy, given the

type of assets invested in, would be greater than three years. The fund

is not able to deliver "at call" access to investor funds and redemptions

are currently managed under a "withdraw offer arrangement".

• This fund may be suitable as a core component of a portfolio in this

asset class due to the conventional nature of the strategy.

• Due to the fund weighting to variable-rate mortgages, the fund is more

likely to perform well in a stable or rising interest rate environment

relative to other mortgage funds with a higher proportion of fixed-rate

loans.

Key Strengths

• Experienced, suitably resourced commercial-lending team with strong

leadership and culture.

• Stability within the commercial-lending team, at a time when other

mortgage fund managers significantly cut lending staff.

• Disciplined and repeatable lending process which has been

consistently applied.

• Excellent history of low arrears and defaults.

• Competitive fees.

Key Weaknesses

• High exposure to the resource-sensitive Western Australian property

market.

• Inability to quickly re-price the fund's mortgage portfolio.

• Inability to write new loans makes it difficult to optimise performance

and diversification.

• Instability within AllianceBernstein's Australian fixed-income team.

• The fixed-income allocation is valued on a hold-to-maturity basis (i.e.

it is priced to book), resulting in less unit price transparency.

• Uncertainty about how sectorwide liquidity issues are to be resolved,

and investors lack clarity in relation to how long it could take to redeem

their investment.

Risks

• A prolonged falling interest rate environment, given the fund's limited

exposure to fixed-rate mortgages.

• Uncertainty relating to the ownership of AXA Asia Pacific and any

acquirer's commitment to the asset class.

• Continued uncertainty regarding the long-term liquidity/redemption

structure of the fund.
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Investment Objectives and Fees

The fund's stated investment objective is to provide a "competitive

interest income return while at the same time providing a stable unit

price". The fund achieves this by investing in a diversified portfolio of

Australian first-ranking mortgages, fixed-income securities, and cash.

It has a strategic asset allocation (SAA) of 70% to mortgages and/or

mortgage-backed securities (MBS), 20% to fixed-income securities, and

10% to cash. At Dec. 31, 2009, the mortgage, fixed-income, and cash

allocations were 64.2%, 15.3%, and 20.5%, respectively. The fund's

fixed-income allocation is managed by AllianceBernstein Australia Ltd.

under a separate mandate, and is valued on a hold-to-maturity basis. The

stated benchmark, for comparative purposes, is the UBS Australia Bank

Bill Index, which is appropriate and aligned with peers.

The mortgage fund offers borrowers both fixed- and variable-rate

mortgages; however, all fixed-rate exposures above A$1 million are

swapped out of the portfolio to mitigate duration risk. This restricts

the manager's ability to generate alpha outside credit-risk management.

Distributions are paid monthly and can be reinvested. The ICR is 0.72%

per year, which is 10-15 basis points below the peer group median. The

minimum investment is A$100,000. There is no entry or exit fee.

On Oct. 23, 2008, the manager suspended its daily withdrawal

policy. This was (partly) a result of the announcement of the Federal

Government's guarantee on deposits with ADIs, which resulted in a

rapid increase in fund withdrawal requests. The manager made four

withdrawal offers over calendar year 2009 (giving clients access to 22.8%

of their capital); four withdrawal offers are being made available to unit

holders during 2010. The manager approximates 10% of FUM will be

made available in the first offer, with 5% to be offered in each of the

following three offers. The amount made available in future offers will

depend on the withdrawal "take-up" of unit holders. Unit holders will

be able to request to withdraw any amount up to their full balance;

should redemption requests above the nominated amount be received,

then each redemption request will be paid pro rata. While the change to

the withdrawal process is expected to be temporary, there is continued

uncertainty regarding the long-term liquidity/redemption structure of the

fund. How this evolves will largely depend on investment flows.

Investment Philosophy and Style

S&P classifies the AXA Wholesale Australian Monthly Income Fund as a

"conventional" mortgage fund. Conventional funds are those that:

• Invest in first-registered mortgage assets secured by residential and

commercial properties;

• Have less than 30% of the portfolio in construction, development, or

specialised property; and

• Have a stated maximum loan-to-value ratio (LVR) no higher than 75%.

Investment Team

➠ Structure
AXA's eight-strong commercial-lending team has a chief commercial-

lending manager, a senior commercial-lending manager, three

commercial-lending managers, a credit-support manager, operational-

support manager, and an administration assistant. S&P believes that

the commercial-lending team is medium-to-large by industry standards;

particularly while minimal lending is being undertaken. S&P views

positively the stability within the team; which, with the exception of co-

chief commercial lending manager Mr. Attoe, has remained very stable

for a long period of time.

Management of the fund continues to be overseen by the mortgage

review committee, comprising members from each of investment

management, product management, commercial lending, and trust and

tax accounting divisions. Credit quality continues to be overseen by

AXA's credit committee. S&P views favourably the credit committee

structure, which creates appropriate separation between approval and

management of commercial loans and the product, sales, and distribution

functions of AXA.

Specialist loan services provider, AMAL Asset Management Ltd.

continues to manage the loan administration, settlement, and review

functions, and the fund's fixed-income allocation continues to be

managed by AllianceBernstein.

Key Investment Personnel

Name, Position Years* Experience†

Linda Cunningham, chief manager commercial

lending

9 25

Peter Cairns, senior manager commercial lending 8 40

Chris Schubert, manager commercial lending 21 21

Bernie Lee, manager commercial lending 10 30

Doug Barrett, manager commercial lending 10 37

Average tenure with current firm 11.6 -

Average industry experience - 30.6

*Years with current firm. †Years of relevant industry experience.

➠ Portfolio Managers
AXA's commercial-lending team is led by Ms. Cunningham. Ms.

Cunningham is responsible for overseeing the management of the

commercial-lending portfolio, portfolio structure, and maintenance

and ongoing refinement of the department's credit standards. Ms.

Cunningham was promoted to the joint commercial-lending manager

position in December 2008; reflecting Mr. Attoe's decision to retire and

the manager's desire to ensure an orderly transition. Ms. Cunningham

was appointed to sole chief commercial-lending manager in mid-2009,

following Mr. Attoe's departure. Ms. Cunningham joined AXA in 2001,

and has over 20 years' mortgage experience. Prior to joining AXA, she

was previously chief manager, risk management institutional banking

for Commonwealth Bank. S&P views Ms. Cunningham's experience and

mortgage industry knowledge as key competitive strengths of the fund.

In day-to-day management of the fund, Ms. Cunningham is supported

by senior commercial-lending manager, Peter Cairns. Mr. Cairns has

over 40 years' commercial and corporate banking experience. Prior to

joining AXA in August 2002, Mr. Cairns was a credit controller for the

National Australia Bank's credit bureau in Victoria and Tasmania. Mr.

Cairns primarily focuses on day-to-day credit decisions.

➠ Loan Origination, Credit and Administration Team
Ms. Cunningham and Mr. Cairns are supported by an experienced team

of three commercial-lending managers: Doug Barrett, Bernie Lee, and

Chris Schubert. Mr. Barrett is responsible for the origination, credit

analysis, and implementation of new lending proposals. Mr. Lee is

responsible for the day-to-day management of the commercial loan

portfolio, including supervision of the annual review process, rollover

functions and management of high-risk assets (including arrears and

defaults). Mr. Schubert is responsible for providing input into high-

level operational issues such as management reporting, budgeting, and

expense management, and for managing AXA's relationship with AMAL.

He is also responsible for credit analysis of all loans within AXA's

New Zealand commercial-mortgage portfolio; a role which takes up

approximately 50% of his time. Overall, S&P considers the commercial-

lending team (which also includes a credit-support manager and an

operational-support manager) to possess the requisite expertise and

experience, and is extremely stable.
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Loan administration functions are outsourced to AMAL, and are

governed on a high-level basis by an outsourcing agreement; its

day-to-day responsibilities are set out in a service-level agreement.

Ongoing monitoring of the relationship occurs by a quarterly compliance-

certificate process and four-monthly commercial lending reviews. AMAL

is ISO 9001 accredited.

The AllianceBernstein Australian fixed-income team has experienced

instability since our last review, including the departure of the director

of Australian fixed income, James Alexander. Ordinarily, S&P would

be concerned with the level of turnover (particularly in high-ranking

positions); however, we are somewhat comforted by the fact that fixed-

income securities are invested on a hold-to-maturity basis, and that

maturing fixed-income investments are being transferred to cash. This

will hopefully give the team, under the new leadership of Hayden Briscoe,

time to gel before new fixed-income investments are made.

➠ Alignment and Accountability
S&P believes that the remuneration and incentive schemes available to

lending staff demonstrate a clear alignment of interests between lending

staff and investors. Compensation for lending staff consists of a base

salary and (potentially) incentive compensation. Incentive compensation

is based on a number of metrics set at the beginning of each year; none of

which are business- or earnings-related. Current metrics relate to liquidity

management, timing of annual reviews, and arrears. While product-

related staff do have a percentage of their incentive compensation

directly tied to product and business metrics, S&P is comforted by the

fact that no product sales staff sit on the credit committee or have any

direct lending authority.
Inexperienced Experienced

Small Large

Unstable Stable

Investment Process

➠ Overview
Given the liquidity issues identified earlier in this report, the fund is not

currently writing new loans. It is rolling over some maturing loans; some

for short terms and others for longer terms. Short-term loan extensions

may be granted for loans where borrowers face, or might face, difficulty in

paying down (either via refinance or asset sales). These loans are typically

being rolled for periods of 12 months or less and need to satisfy AXA's

credit requirements. As a way to maintain the quality and integrity of

the mortgage portfolio, the manager is selectively rolling over some of

its highest quality loans for periods of up to two years. S&P appreciates

the manager's endeavours to act in the interests of all investors (i.e. both

those wanting to redeem and those wanting to remain in the fund). In

S&P's opinion, AXA is doing the best it can to provide liquidity to investors

without compromising the overall quality of the mortgage pool.

➠ Loan Origination
Ordinarily, the commercial-lending team sources lending opportunities

via three sources: (1) direct clients, (2) over 20 accredited intermediaries

located around Australia (the major source of loan origination), and (3)

financial institutions (predominantly syndicated facilities with banks and

other fund managers). While no new (to fund) lending is currently being

written, the manager's priority, in determining which loans to roll over, is

to target those loans sourced directly.

➠ Credit Approval Process
The manager employs a bottom-up investment approach, with the lending

department holding responsibility for credit assessment and preparation

of credit submissions, in accordance with AXA's credit policy. All new

mortgage opportunities are subject to an initial credit assessment by the

commercial-lending team. The initial credit assessment measures the

enquiry against AXA lending policies; it also considers viable structures,

reviews any existing valuation reports, and assesses the suitability of the

investment for the fund. Loans that pass the preliminary assessment are

subject to a detailed credit- and risk-grading assessment.

Formal credit assessment includes, but is not limited to, the borrower's

(and guarantor's) financial standing, credit checks, LVRs, the level

of interest cover (including stress-tested interest cover), and tenancy

profile. Formal valuation reports are also instructed and reviewed.

As part of the credit-assessment process, AXA grades each potential

mortgage investment in terms of its credit risk from "one" (least risky)

to "nine" (most risky). Applications are only approved when the loan

grading is in the range of "one" to "five"; the portfolio is concentrated in

the "three" to "four" risk grade range, representing low-to-average risk.

Once the formal credit submission is prepared, the application reaches

the approval stage; the right of approval is held within the delegated

lending authority structure, which includes Ms. Cunningham, Mr. Cairns,

the credit committee, and the board investment committee. The credit

approval process which applies to new lending is also applied to rollovers.

Once approved, the manager must decide whether to manage the

loan through to settlement, or alternatively arrange for AMAL to attend

to all or part of the pre-settlement process. A formal letter of offer is

prepared. Once acceptance is received, solicitors, valuers (if a condition

of approval), and other parties are instructed to commence preparing

documentation. The solicitors and valuers are sourced from an approved

panel in each state. Once the mortgage documentation is issued,

completed, and returned, all conditions precedent are met to AXA's

satisfaction, and a solicitor's certificate is received, then settlement

occurs.

➠ Portfolio Management
Once settled, the management of the loan is outsourced to AMAL,

where a dedicated team manages all administrative functions relating to

AXA-managed mortgage funds. Interim annual reviews are not carried

out unless specified in the special conditions of the loan (typically all

loans above A$5 million, or of an owner-occupied nature, are reviewable

annually); these are prepared by AMAL for approval by AXA. Typically, the

annual review concentrates on the borrower's ongoing ability to service

the loan. During the term of all loans, ratings are reviewed in accordance

with the annual review process, when any valuations are required, or

if any adverse events occur. Loans are introduced to AXA's commercial-

lending watch list when they are 60 days in arrears on interest payments,

or over 14 days late on designated principal reductions. Non-performing

loans are recorded on the AXA watch list, which is presented at all credit

committee meetings. Any penalty interest is paid to the fund.

Portfolio Risk Management (at Dec. 31, 2009)

(%) (A$000's)

Loans in arrears 0 0

Loan Losses (past 12 months) 0 0

Loans past due 0 0
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Limit Actual

Maximum portfolio exposure to variable rates (%) N/A 53.4

Maximum portfolio exposure fixed rates (%) N/A 46.6

Interest rate risk management used in portfolios? - Yes

Risk Management

AXA implements stringent lending criteria which target investments in

reasonably conservative mortgages. Lending criteria is set by the credit

committee, and traditional risk-management guidelines are observed. All

loans that the fund invests in are secured by a first-ranking mortgage over

property. AXA will generally restrict the level of funds available under any

loan to 70% of the value of the security property; this may be exceeded on

an exception-only basis. The manager undertakes an assessment of the

borrower's ability to service a loan; typically it requires an interest cover

ratio to exceed 1.5 times. The manager builds in a 2% interest rate buffer.

There are very few restrictions on the types of property accepted

as security. However, the amount lent varies from property to property

depending on the security offered. Loans linked to specialised assets

are generally restricted to 50% of the going-concern valuation. The fund

largely avoids exposure to lending for construction/development, with

such loans only considered for existing borrowers where construction

represents a minimal portion of security value. AXA seeks to maintain

a diversified geographical and sectoral spread; no more than 40% of

mortgage investments are in any one sector and/or location. AXA caps

exposure to any one borrower or group to 3% of FUM; at Dec. 31, 2009,

the largest group exposure was 3.1%, with this to increase following the

February withdrawal offer. At the time the loan was written, this was

within 3% of FUM; such breaches are reported to the credit committee

quarterly.

Loans are approved under delegated lending authority and are noted

by the chairman of the credit committee. Each loan must be supported

by a valuation report prepared by an independent valuer on the AXA

approved panel, and the valuation must be dated no more than three

months from time of settlement. Each property is revalued at least every

three years, or earlier should any significant change in the market or

client be identified. The same valuer cannot undertake more than two

consecutive valuations on any property.

AXA provides loans on either a fixed- or floating-rate basis (or a

combination of these) at the request of the borrower. To manage the

nature and level of interest-rate risk, the commercial lending team's

policy is to swap all fixed-rate loans over A$1 million to floating-rate.

At Dec. 31, 2009, just A$9.4 million (or less than 1%) of mortgage

investments were exposed to fixed-interest rates.

A watch list is maintained for loans in arrears, those that have matured

but not been repaid or rolled over, and for all impaired loans. The watch

list is tabled at each monthly credit committee. The commercial lending

team conducts all arrears management and workouts. Any penalty

interest collected is fully distributed across the fund/investors as per

normal interest payments. At Dec. 31, 2009, the mortgage portfolio had

no loans in arrears or default. The fund has never incurred a significant

default or arrears; S&P believes that this is a reflection of the manager's

conservative investment approach.

Until recently, AllianceBernstein invested the non-mortgage portion

(excluding cash) of the portfolio in floating-rate notes, corporate

bonds, perpetual-income securities, and MBS. Portfolio constraints

included Australian fixed-income securities only, individual security

rating 'A-3'/'BBB-' or better at the time of purchase, a portfolio weighted-

average credit score of 'BBB', and a maximum 3% of total portfolio to a

single issuer. AXA has instructed that all maturing fixed-income securities

be transferred to cash. The longest-dated fixed-income security expires

in 2017; and therefore it will take some time before all securities are fully

exited (unless sold prior to maturity). In the meantime, this pool cannot be

relied on to provide liquidity, affecting the fund's ability to process large

daily redemption requests in a manner not dissimilar from the impact of

the mortgage portfolio.

Portfolio Review

At Dec. 31, 2009, the fund was operating close to its target asset

allocations: 64.2% of FUM was invested in mortgages/MBS against a

target allocation of 70% (within a range of 55% to 90%), 20.5% was

invested in cash against a target allocation of 10% (within a range of 5%

to 25%), and 15.3% was invested in fixed-income securities against a

target allocation of 20% (within a range of 0 and 30%). This is broadly

in line with the asset allocations recorded during S&P's last review of

the fund; with withdrawal requests to date met broadly pro rata through

maturing mortgages, maturing fixed-income securities, and cash.

At Dec. 31, 2009, just 5.7% of mortgage investments were secured by

specialised assets; just 2% related to development/construction finance.

The fund is operating within its soft geographical and property-sector

limits; retail represented the fund's largest sector exposure (at 36.2% of

the mortgage pool) and Western Australia represented the fund's largest

regional exposure (at 34.7% of the mortgage pool). The Western Australia

exposure is high relative to peers. The fund was almost entirely exposed

to variable-rate mortgages (fixed-rate exposures above A$1 million are

swapped out of the portfolio to mitigate duration risk). The weighted-

average LVR of 55.5% is well below the manager's preferred maximum

LVR (70%); just three loans (representing a combined 3% of the mortgage

portfolio) have an LVR in excess of 70%, and none have an LVR greater

than 73.5%. The weighted-average term to maturity is 2.18 years, with

loan expiries of 44.41% over calendar year 2010 and about a quarter of

the portfolio expiring in each of the two subsequent years.

At Dec. 31, 2009, the manager advises that all fixed-income securities

were performing but, due to mark-to-market losses, were (in aggregate)

trading at a discount to book value. The manager intends to hold these

investments to maturity, and AllianceBernstein has been instructed to

return all maturing non-mortgage investments to cash.

Portfolio Composition (at Dec. 31, 2009)

Asset Type Portfolio

Composition

(A$m)

Portfolio

Composition

(%)

Mortgages 1,089 64.2

Fixed Interest 263 15.3

Total Liquidity 350 20.5

Total Fund Size 1,702 100

Liquidity

Cash 350 20.5

Other Short-term Investments N/A N/A

Line of Credit/Fund Gearing 0 0

Unfunded Loan Commitments 22.8 2.1

Source: AXA-National Mutual Funds Management Ltd.
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Key Fund Parameters and Lending (at Dec. 31, 2009)

Parameter Limits Actual

Maximum loan size (A$,000) - 52,111

Maximum % of portfolio to any one loan (%) 3 3.1

Minimum held in cash or liquid securities (%) 5 20.5

Maximum loan period permitted (years) - 5

Weighted-average term to maturity (years) - 1.5

Frequency of security property valuations (years)* 3 3

Maximum LVR** for non-residential loans (%) 70 73.1

Maximum LVR** for residential loans (%) 70 70

*App—At application, RO—At rollover. **LVR—Loan-to-value ratio.

Geographic Distribution (at Dec. 31, 2009)

Location Mortgage

Portfolio

(%)

Target

Ranges

Metropolitan N/A N/A

Non-metropolitan N/A N/A

Australian Capital Territory 0 10% FUM

New South Wales 28.4 50% FUM

Northern Territory 1.4 20% FUM

Queensland 12.0 20% FUM

South Australia 0.5 20% FUM

Tasmania 3.0 10% FUM

Victoria 20.0 50% FUM

Western Australia 34.7 30% FUM

Source: AXA-National Mutual Funds Management Ltd.

Sector Distribution (at Dec. 31, 2009)

Sector Mortgage

Portfolio

(%)

Target

Ranges

Commercial 31.9 50% FUM

Industrial 20.2 50% FUM

Residential 0.6 25% FUM

Retail 36.2 55% FUM

Rural 0.1 20% FUM

Specialised 6.5 20% FUM

Vacant Land 2.7 20% FUM

Construction/Development 2.0 N/A

Source: AXA-National Mutual Funds Management Ltd.

Liquidity Management

At Dec. 31, 2009, the fund held 20.5% of FUM in cash via an investment

in the AXA Wholesale Cash Fund, which is open and offers daily

redemption rights. The fund held an additional 15.3% of FUM in a

fixed-rate portfolio separately managed by AllianceBernstein. The fixed-

rate portfolio comprises floating-rate notes, corporate bonds, perpetual-

income securities, and MBS; the modified duration of the portfolio is

currently 0.23 years. The manager does not intend to sell these securities

prior to maturity, and values them on a hold-to-maturity basis. For that

reason, such investments have been correctly excluded from the fund's

liquidity pool.

The manager advises 10% of the current 20.5% invested in cash is

to be made available for the February 2010 withdrawal window. Future

withdrawal offers (estimated to be 5% of FUM per quarter) will be funded

via remaining cash, maturing fixed-income securities, and maturing loans

(which are not being rolled over).

Performance

At this point in the credit cycle, mortgage funds should be providing a

significant premium over the benchmark; given the tight availability of

credit, and therefore ability to price in higher spreads. However, mortgage

funds' inability to advance funding (due largely to investors' continued

demand for a return of capital) has meant that most mortgage funds have

so far been constrained in their ability to take advantage of improved

lending (and pricing) opportunities. The relative performance of mortgage

funds remains sensitive to a number of critical aspects; loan-risk pricing,

credit quality, liquidity management, and pricing of comparable, cash-like

products.

Over one year to Dec. 31, 2009, the fund returned 3.8% (net of

fees), which is 0.3% higher than the UBS Australia Bank Bill Index

return. Over three and five years, the fund has returned 6.2% per year;

outperforming the UBS Australia Bank Bill Index by 0.3% per year.

While outperforming the benchmark, the fund has underperformed the

peer-group median over one-, three-, and five-year periods. Peer-relative

performance has been negatively affected by the fund's nominal exposure

to fixed-rate mortgages (in what has largely been a falling interest rate

environment). This combined with the manager's inability to quickly re-

price its mortgage portfolio at current higher margin levels, has caused

the fund to lag funds (particularly over the short term) that do not swap

fixed-rate exposures to variable, can re-price their mortgage book inter-

term (either through the base rate or spread), and those who continue

to write profitable new loans. Peer- and benchmark-relative performance

has been assisted by a low fee structure and minimal credit losses.

Management Group Profile

National Mutual was established in 1869 as a mutual company. In

1995, the company demutualised and AXA SA acquired 51% of the

company. National Mutual listed on the Australian and New Zealand

stock exchanges in October 1996 and adopted the AXA brand in 1999.

AXA Asia Pacific's (AXA APH) brands include ipac, and Summit. Its wealth

management and financial protection products and services businesses

have 2,000 employees and over 1,500 advisers. Its head office is in

Melbourne with operations in Australia, New Zealand, Hong Kong,

Singapore, Thailand, Indonesia, Philippines, China, India, and Malaysia.

In December 2009, AXA APH agreed on terms with National Australia

Bank (NAB) to sell its Australia and New Zealand businesses. The

sale included the Australian and New Zealand wealth-management and

financial-protection businesses, aligned advice business, as well as its

50% stake in AllianceBernstein. The sale was subject to regulatory

approval, completion of due diligence, and agreement by AXA SA to

acquire AXA APH's Asian operations from NAB. In April 2010, The ACCC

opposed NAB's proposal to purchase AXA APH's Australia and New

Zealand business; and as such, uncertainty continues to exist regarding

the eventual ownership structure and parentage of AXA APH.

At Dec. 31, 2009, AXA APH had A$59 billion in FUM (compared with

A$72 billion at Sept. 30, 2008), including A$1.09 billion in Australian

mortgage assets. AllianceBernstein managed assets of about A$500

billion globally, with only a small percentage of that invested in Australian

fixed-income securities.

➠ Funds Under Management
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Funds Under Management Table (at Dec. 31, 2009)

Current pool size ($) A1,702 million

Total FUM in strategy ($) A1,702 million

Total FUM across all asset classes ($) A59 billion

Source: AXA-National Mutual Funds Management Ltd.



AXA - Wholesale Aust'n Monthly Income
Fund

The contents of this report are subject to the disclaimer on the final page. May 3, 2010 Page 7

Performance Analysis

3yr Rolling Returns, Over 5 Years

Source: AXA-National Mutual Funds Management Ltd.

Benchmark: UBS Bank 0 + Years.

Annualised Net Returns % (at March 31, 2010)

1

Year

3

Years

5

Years

7

Years

Fund performance (% p.a.) 3.88 5.97 6.15 6.08

Income (% p.a.) 3.95 5.98 6.14 -

Growth (% p.a.) (-0.07) (-0.01) 0.01 -

Benchmark performance (% p.a.) 3.54 5.74 5.84 -

Excess return (% p.a.) 0.34 0.23 0.31 -

Benchmark: UBS Bank 0 + Years.
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Fund Rating Philosophy

A star rating is a forward looking assessment of a manager's ability to

consistently generate risk-adjusted returns (net of fees) in excess of

both its relevant investment objectives and its peers.

Fund Rating Process

In assigning a star rating to a fund, Standard & Poor's evaluates: the

size, skill, and stability of the manager's investment team; the clarity,

implementation, and risk management of the investment process; the

fund's objectives, fee structure and portfolio characteristics; and the

manager's business management.

Fund Rating Definitions

Standard & Poor’s has very high conviction that the
manager will consistently generate risk-adjusted fund
returns in excess of its relevant investment objectives
and relative to its peers.

Standard & Poor’s has high conviction that the
manager will consistently generate risk-adjusted fund
returns in excess of its relevant investment objectives
and relative to its peers.

Standard & Poor’s has conviction that the manager
will generate risk-adjusted fund returns in-line with
its relevant investment objectives and relative to its
peers.

Standard & Poor’s has conviction that the manager
will not generate risk-adjusted fund returns in-line
with its relevant investment objectives and relative to
its peers.

Standard & Poor’s has high conviction that the
manager will not generate risk-adjusted fund returns
in-line with its relevant investment objectives and
relative to its peers.

Issues that may affect the fund's management
have emerged; and the fund rating is temporarily
suspended, pending clarification.

Significant issues exist that potentially will adversely
affect the fund’s performance. Investors should
consider obtaining advice on switching or redeeming
funds.

Fund Rating Subscript—here the investment
process, fund manager, or the fund has a relatively
short history, or the analytical team has changed
significantly, but a relevant and demonstrable track
record is shown on similar funds.

Glossary of Terms

Benchmark The standard (e.g. an index) by which an investment is measured
against to evaluate performance.

Excess Return Return of an investment relative to its benchmark.

FUM Funds Under Management - The total value of the funds managed
by an asset management firm.

High Water Mark The highest net asset value (NAV) of a fund achieved to date.
If the NAV of a fund falls below this level, no performance fee
will be payable to the investment manager until this level is
subsequently exceeded.

Hurdle Rate A minimum rate of return that a fund must achieve before a
performance fee can be charged. This can be the benchmark or
the benchmark plus an additional fixed rate.

Performance Fees A fee payable in excess of the ongoing management fee. There is
often a hurdle rate and/or high watermark that must be reached
before this fee is payable.

ICR-Indirect Cost
Ratio

This is a ratio of indirect costs to the total investment in a
particular fund expressed as a percentage. It includes the MER,
expense recoveries, performance fees and other costs associated
with running the fund.

Information Ratio Is a measure of the relative reward for the relative risk taken
(excess returns of an investment (above the benchmark) divided
by the tracking error). A positive information ratio would indicate
efficient use of risk by the manager.

MER-Management
Expense Ratio

This ratio is a calculation of investment management, marketing,
trusteeship, legal, accounting and auditing costs of a managed
investment fund expressed as a percentage of a fund’s net asset
value. It is the ongoing charges for managing a fund.

Peer Group Return The average return of the funds in the relevant S&P peer group.

Sharpe Ratio Is a measure of risk-adjusted performance, measuring the
absolute reward for the absolute risk taken (return of the
investment less the risk-free rate (e.g. bank bills) divided by the
standard deviation). The higher the Sharpe ratio the greater the
efficiency produced by the manager.

Standard Deviation Measure of the variability or volatility of the monthly returns of
the fund.

Tracking Error How closely a portfolio follows or "tracks" an index to which it is
benchmarked. (the standard deviation of monthly excess returns
against the benchmark).

Ex Ante Trading
Error

Predicted or forecast of tracking error.

Ex Post Trading
Error

Historical or actual tracking error.

Disclaimer: Standard & Poor's Information Services (Australia) Pty Ltd (ABN 17 096 167 556) (Standard & Poor's) rating and other opinions are and must be construed solely as statements of
opinion and not statements of fact or recommendations to purchase, sell or hold any financial product(s). Conclusions, ratings and opinions are reasonably held at the time of completion but
subject to change without notice. Standard & Poor's assumes no obligation to update any information following publication. No warranty, express or implied, is given or made by Standard &
Poor's as to the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose of any Standard & Poor's rating, opinion or other information and Standard & Poor's
will not be liable to any party in contract or tort (including for negligence) or otherwise for any loss or damage arising as a result of any party relying on any such rating, opinion or other
information (except in so far as statutory liability cannot be excluded). Any statement of fact is based on information provided to Standard & Poor's by our clients or obtained from sources
which Standard & Poor's considers reliable. Standard & Poor's does not perform an audit in connection with any rating and may rely on unaudited information. Because of the possibility
of human or mechanical error by our sources, Standard & Poor's or others, Standard & Poor's does not guarantee the accuracy, adequacy, or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Readers should make their own inquiries.
Warning: Past performance is not a reliable indicator of future performance. Any express or implied Standard & Poor's rating or advice is limited to "General Advice" and based solely on
consideration of the investment merits of the financial product(s) alone. The information has not been prepared for use by retail investors and has been prepared without taking account of
any particular person's financial or investment objectives, financial situation or needs. Before acting on any advice, any person using the advice should consider its appropriateness having
regard to their own or their clients' objectives, financial situation and needs. You should obtain a Product Disclosure Statement relating to the product and consider the statement before
making any decision or recommendation about whether to acquire the product. Each rating or other opinion must be weighed solely as one factor in any investment decision made by or on
behalf of any adviser and any such adviser must accordingly make their own assessment taking into account an individual's particular circumstances.
Disclosure: Analyst Disclosure: Analyst(s) remuneration is not linked to the rating outcome. The Analyst(s) may hold the financial product(s) referred to in a Standard & Poor's rating or other
research report but Standard & Poor's considers such holdings not to be sufficiently material to compromise the rating or opinion. Analyst(s) holdings may change at any time. Standard &
Poor's Disclosure: In the event of any person subscribing to any rated financial product(s), such subscriptions may result in a Standard & Poor's client receiving a commission, fee or other
benefit or advantage. Details of any such benefits can be obtained from your financial adviser. Standard & Poor's itself does not receive any commission. Prior to the assignment of any
rating, the fund manager or another Standard & Poor's client agreed to pay Standard & Poor's a fee for the appraisal and rating service rendered. Standard & Poor's assigns ratings using
comprehensive and objective criteria. Standard & Poor's fee is not linked to the rating outcome. Costs incurred during the rating process, including travel and accommodation expenses, may
be paid for by the fund manager or another Standard & Poor's client to enable onsite reviews. Standard & Poor's does not hold or have a material interest in any rated financial product(s).
Standard & Poor's associates may hold rated financial product(s) but detail of these holdings are not known to the Analyst(s).
Standard & Poor's from time-to-time provides fund managers and other clients with investment data, research software, and other financial planning services. Standard & Poor's is a wholly
owned member of The McGraw-Hill Companies, Inc, a New York Corporation. The analytic services and products provided by Standard & Poor's and its associates are the result of separate
activities in order to preserve the independence and objectivity of each analytic process. Each analytic product or service is based on information received by the analytic group responsible
for such product or service. Standard & Poor's and its associates have established policies and procedures to maintain the confidentiality of non-public information received during each
analytic process. Standard & Poor's holds an Australian Financial Services Licence Number 258896. Please refer to Standard & Poor's Financial Services Guide for more information at
www.fundsinsights.com.au. "S&P" and "Standard & Poor's" are trademarks of The McGraw-Hill Companies, Inc. Copyright 2010 Standard & Poor's Information Services (Australia) Pty
Limited. Certain funds data contained herein may be proprietary to Morningstar Inc.


