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Thank you for requesting this Product Disclosure Statement from Funds
Focus.

Fee Reduction

As highlighted within our offers page, whilst most managed funds typically pay
an entry fee of up to 5%. Applications lodged through Wealth Focus will
receive a rebate of up to 5% directly into your fund, providing you with more
money in your fund.

How to Apply

Please have a read through the PDS and if you would like to invest the
application pages can generally be found towards the back of the document.
You will only need to send the application section back with a cheque/direct
debit payable direct to the investment company (not ourselves). You should
take note of any minimum investment amounts that may apply and proof of ID
that is now required for the new Anti-Money Laundering regulations.

Then mail the completed application directly to us.

We will then check to ensure your form is completed correctly before
forwarding your document on to the investment provider on your behalf.

Wealth Focus Pty Ltd
Reply Paid 760
Manly

NSW 1655

Please note that we are unable to track applications mailed directly to the
product provider and therefore cannot guarantee that your discounts have
been applied in these instances.

Should you wish to take advantage of our free annual valuation and tax report
for all your investments you should complete our broker nomination form for
The Wealth Focus Investment Service.

Regards

A4

Sulieman Ravell
Managing Director

Wealth Focus Pty Ltd
ABN 87 123 556 730 AFSL: 314872
56 The Corso, Manly, NSW 2095
Postal Address: PO Box 760, Manly, NSW 1655
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Requirements for verifying your identity under the new Anti Money Laundering
(AML)/Counter Terrorism Financing (CTF) Act

The AML/CTF Act came into effect on the 12" December 2007. All financial
planning and fund management companies are now required to collect, verify and
store specific customer information before arranging investment services for a client.
It is designed to prevent, detect and protect Australian business from money
laundering and the financing of terrorist activities.

As such, we request that all new applications are sent with *certified documentation’.

We have found that the easiest way to provide the required documentation is to
have a copy of your driving licence or passport certified by Australia Post or a
Justice of the Peace (please see following page for a full list of individuals that

can certify documentation).

Once this has been completed, under the current requirements we will not
require you to send identification again.

What you need to do

You will need to enclose a certified piece of photographic evidence or one piece of
primary non-photographic evidence and one piece of secondary evidence (please refer
to the Identification Form for document requirements), with your application form
and post to us at the following address

Wealth Focus Pty Ltd
Reply Paid 760
Manly
NSW 1655

Please do not send us original driving licences or passports as these can very easily
get lost in the post. Copies of documents can be certified by an authorised individual,
they will need to sight and verify that the copy is a “certified true copy’, sign, date,
print their name and list their qualification.



ANTI-MONEY LAUNDERING REQUIREMENT FOR NEW APPLICATIONS
IDENTIFICATION FORM

GUIDE TO COMPLETING THIS FORM
0 Please contact us on 1300 55 98 69 if you have any queries.

o If you wish to apply in the name of a trust or company, please contact us for an alternative identification form.
SMSF's and retail superannuation applications do not need to provide ID (an online check will be performed for SMSFs)

Attach a certified copy of the ID documentation used as proof of identity. ID enclosed should verify your full name; and
EITHER your date of birth or residential address.

o0 Complete Part I (or if the individual does not own a document from Part I, then complete either Part Il or lll.)

PART | - ACCEPTABLE PRIMARY ID DOCUMENTS

Select ONE valid option from this section only

Australian State / Territory driver’s licence containing a photograph of the person

Australian passport (a passport that has expired within the preceding 2 years is acceptable)

Og oo

Card issued under a State or Territory for the purpose of proving a person’s age containing a photograph of the person

Foreign passport or similar travel document containing a photograph and the signature of the person*

PART I

— ACCEPTABLE SECONDARY ID DOCUMENTS - should only be completed if the individual does not own a document from Part |

Select ONE valid option from this section

Australian birth certificate

Australian citizenship certificate

Pension card issued by Centrelink

o|ojgo|g

Health card issued by Centrelink

AND ONE valid option from this section

A document issued by the Commonwealth or a State or Territory within the preceding 12 months that records the provision of
financial benefits to the individual and which contains the individual’s name and residential address

A document issued by the Australian Taxation Office within the preceding 12 months that records a debt payable by the
individual to the Commonwealth (or by the Commonwealth to the individual), which contains the individual’'s name and
residential address. Block out the TFN before scanning, copying or storing this document.

A document issued by a local government body or utilities provider within the preceding 3 months which records the provision
of services to that address or to that person (the document must contain the individual's name and residential address)

If under the age of 18, a notice that: was issued to the individual by a school principal within the preceding 3 months; and
contains the name and residential address; and records the period of time that the individual attended that school

Who can verify customer identity documents?
Please find below a list of all the Approved Individuals that can certify documents:

A Justice of the Peace

An agent of the Australian Postal Corporation who is in charge of an office supplying postal services to the public, or a
permanent employee with more than two years continuous service (who is employed in an office supplying postal services to
the public)

A notary public (for the purposes of the Statutory Declaration Regulations 1993)

A person who is enrolled on the roll of the Supreme Court of a State or Territory, or the High Court of Australia, as a legal
practitioner (however described)

A judge, magistrate, registrar or deputy registrar of a court

A chief executive officer of a Commonwealth Court

A police officer

An Australian consular or diplomatic officer (within the meaning of the Consular Fees Act 1955)

An officer or finance company officer with two or more continuous years of service with one or more financial institutions (for
the purposes of the Statutory Declaration Regulations 1993)

An officer with, or authorised representative of, a holder of an Australian Financial Services Licence, having two or more
continuous years of service with one or more licensees, and

A member of the Institute of Chartered Accountants in Australia, CPA Australia or the National Institute of Accountants with
more than two years continuous membership.
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IMPORTANT INFORMATION

Offer Document

This Product Disclosure Statement (‘PDS’) is dated 13 September 2010
and is issued by Macquarie Financial Products Management Limited
(ABN 38 095 135 694) (‘MFPML, ‘Responsible Entity’ or the ‘Issuer’).
MFPML holds Australian Financial Services Licence No. 237847.

Glossary
A Glossary of terms used in this PDS appears in Section 8 of Part I.

This PDS

This PDS consists of two Parts. This is Part | of the PDS and contains
a summary of the details of investments of the Fund, information that
relates only to Units such as specific risks of investing in Units, a
description of investment options available, specific risks of investing in
Units, information about the Loans available that are described in this
PDS, fees and costs associated with this investment and the taxation
implications for Australian residents investing in the Fund. Part Il of the
PDS contains more general information about the Fund such as the
structure of the Fund, the general risks of investing in the Fund and
additional information about the parties providing the underlying assets
of the Fund and a summary of the material contracts.

Part I and Part Il of the PDS (including any further updated information
described in ‘Changes and Updates to PDS’ below), the ‘Offer’ tab on the
Flexi Website at macquarie.com.au/flexi and the Application Form included
in or accompanying this PDS contain the only terms on which Units will

be issued to retail investors in Australia. To the extent permitted by law,
MFPML accepts no liability whatsoever for any loss or damage arising
from investors relying on any other information when investing. No person
(including other Macquarie Group companies) has been authorised
by MFPML to give any information or make any representations in
connection with the Fund which is not in the PDS and if given or
made, such information or representation must not be relied upon as
having been authorised by MFPML.

Investors should read both Part | and Part Il of the PDS and any
Offers and updated information on the Flexi Website at macquarie.
com.au/flexi carefully and in full before making an investment
decision. You can obtain copies of information included on the Flexi
Website free of charge by contacting MFPML.

The Offer

MFPML as Responsible Entity of the Fund has prepared this PDS for
provision to potential investors in connection with Offers it makes from
time to time for the issue of Unit Classes in the Macquarie Flexi 100 Trust,
ARSN 129 962 189 (‘the Fund’) described in Section 2.1 of Part | of the
PDS and to apply for Loans. The Fund is a registered managed investment
scheme under the Corporations Act. MFPML is the responsible entity of
the Fund. The Loans will be provided by Macquarie Specialist Investments
Lending Limited ABN 59 125 574 389, or another Macquarie Group
company as determined by the Issuer (‘Loan Provider’).

Indicative Rates

Any interest rates and amounts used throughout this PDS stated as
indicative only will be updated for a particular Offer and included on the
Flexi Website. The actual interest rates and amounts for an Offer when
finalised will be published on the Flexi Website and will be confirmed

to you after the issue of the Units in the Unit Class to which that

Offer relates.

Not deposits with Macquarie

Investments in the Macquarie Flexi 100 Trust are not deposits with
or other liabilities of Macquarie Bank Limited (‘MBL'), MFPML or
any other member of the Macquarie Group of companies and are
subject to investment risk, including possible delays in repayment
and loss of income or capital invested. None of MBL, MFPML or
any other Macquarie Group company guarantees any particular
rate of return on, or the performance of the Macquarie Flexi 100
Trust, nor do any of them guarantee the repayment of capital from
the Macquarie Flexi 100 Trust.

Changes and updates to PDS

Information in the PDS may change from time to time. The Issuer may
provide updated information on the Flexi Website at macquarie.com.au/
flexi. Information available on the website or any other websites referred
to in this PDS does not form part of this PDS, unless otherwise stated. A
paper copy of the updated information will also be available upon request
and free of charge by contacting the Issuer. The Issuer may be required
to issue a supplementary PDS as a result of certain changes, in particular
where the changes are materially adverse from the point of view of a
reasonable person deciding as a retail client whether to invest in the Fund.

This PDS is available in paper form and in electronic form at the Flexi
Website at macquarie.com.au/flexi. Investors who wish to invest in the
Fund must complete and return an Application Form accompanying
this PDS or print, complete and return a copy of the Application Form
accompanying the electronic version of this PDS.

Any Offers are available to recipients of this PDS, whether in paper or
electronic form, in Australia. If the PDS is downloaded electronically, it
must be downloaded in its entirety. Investors who receive this PDS in
electronic form are entitled to obtain a paper copy of this document (and an
Application Form) free of charge by contacting the Issuer on 1800 080 033.

Selling restrictions

This PDS does not constitute an offer or invitation in any place where,
or to any person to whom, it would not be lawful to make such an
offer or invitation.

Risks in this PDS

All investments involve a degree of risk. Please ensure that you consider
the risks of investment in the Fund including those risks specific to the
Unit Classes available under this PDS that we have set out in Section 3
of Part | of this PDS, and the general risks associated with an investment
in the Fund which are set out in Section 2 of Part Il of this PDS. As well
as the risks of this particular product, you should also consider how

an investment in this product fits into your overall portfolio. You should
also consider whether the Investment Amount of any investment in this
product is appropriate given the overall size of your investment portfolio.
Diversification of your investment portfolio can be used as part of your
overall portfolio risk management to limit your exposure to failure or
underperformance of any one investment, manager or asset class.

The Fund may not suit potential investors who are not familiar with
the risks associated with borrowing to invest. An investment in

the Fund is not a traditional investment product (such as a direct
investment in Australian shares), and may not suit investors who do
not have experience, and are unfamiliar with, investing in products
that provide indirect, notional exposure to indices using financial
instruments such as swap agreements and collateral agreements.

Before making a decision to invest in the Fund, you should read this
PDS and any Offers and updates on the Flexi Website and consider,

in conjunction with your financial adviser, whether an investment in the
Fund, and borrowing under the Investment Loan and, if applicable, an
Interest Loan, is appropriate in light of your particular investment needs,
objectives and financial and taxation circumstances. You should invest
in the Fund only if it is an appropriate investment for you and if you are
comfortable with the risks of this investment. MFPML recommends you
obtain appropriate financial, taxation and legal advice (‘professional
advice’) before making a decision whether to invest in the Fund. Acting
on inappropriate professional advice could lead to a poor result for

you regardless of the performance of an investment in the Fund. Your
professional adviser (including an adviser which is a member of the
Macquarie group of companies) is not an agent of MFPML or the Loan
Provider in respect of this product. Accordingly, neither MFPML nor the
Loan Provider is responsible for any advice given or omitted to be given
to you by your professional adviser. In particular, you should ensure that
you understand the taxation consequences for you if you invest in the
Fund and your repayment obligations under the Investment Loan and,
if applicable, the Interest Loan. The Loan Provider is not the issuer of
this PDS and takes no responsibility for any Offer or for the contents

of this PDS except for statements in relation to the Loans. The contact
details for the Responsible Entity and the Loan Provider are set out in
the Corporate Directory at the back of this PDS.

Cooling Off Period

Investors in the Fund are entitled to return their Units by giving written
notice to the Responsible Entity at any time within the Cooling Off Period.
The Cooling Off Period is 14 days commencing on the earlier of the date
the issue of Units is confirmed to you and the end of the fifth business
day after the issue of Units. The amount repaid may be less than the
amount of your initial investment in certain circumstances. Refer to
Section 1.6 of Part | of this PDS for more information.

Enquiries and Complaints

For information regarding enquiries and complaints, refer to
Section 3.7 of Part Il of this PDS.

General

Unless otherwise stated, all dollar amounts referred to in this PDS are
Australian Dollars (AUD).

Labour standards, environmental, social or ethical considerations are
not taken into account in the selection, retention or realisation of the
Fund’s investments.

Superannuation Funds

Trustees of superannuation funds who propose to invest in the Fund
should be aware of their obligation to formulate and implement an
appropriate investment strategy that has regard to the whole of the
circumstances of their fund and to act in the best interests of the
members of their fund.
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This PDS is a two-part product disclosure statement comprised of Part | and Part Il. You must
read both parts carefully. You should not apply for Units unless you have received, read and

understood both Part | and Part Il of this PDS.
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Macquarie Flexi 100 Trust (the ‘Fund’)

The Fund is offering Investors leveraged exposure to Australian and international investments. To invest in the Fund,
you must apply for a loan for 100% of your Investment Amount.

The menu of Investment Opportunities that may be provided by each Offer of Units in the Fund, and their
corresponding features, are set out in the table below:

Gain
Distributions When gain received Currency?
Investment Reference Annually
Opportunity Asset Term! Variable Fixed during Term At Maturity AUD USD
Australian S&P/ASX 200; exposure to 3 Year v v v
Equity the Australian share market. 3.5 Year v v v
5.5 Year v v v

Australian A fixed, equally-weighted 3 Year v v v
Equity Focus  basket of 20 shares with

large market capitalisation

listed on the ASX; 8.5 ear Y v Y

exposure to the Australian

share market. 5.5 Year 4 4 ‘/
Asia Long MQ Asia Long Short Fund; 3 Year v v v
Short exposure to an Asian-market 3.5 Year v v v

absolute return fund.

5.5 Year v v v

Asian Equity ' Equally weighted basket

comprising the Tracker 3 Year v v v

Fund of Hong Kong, Hang

Seng H-Share Index ETF,

MSCI Taiwan Index, Kospi

200 Index and the MSCI 8.5 Year v v v

Singapore Index; exposure

to Hong Kong, Chinese,

Taiwanese, Korean and 5.5 Year v v v

Singaporean share markets.

For a list of Unit Classes currently on Offer to Investors, see the Flexi Website at macquarie.com.au/flexi.

1. Approximate Term. Refer to Section 1.2(f) of Part | of the PDS for further information.
2. The Reference Asset Gain (for Fixed Distribution Classes) and the annual Distributions (for Variable Distribution Classes) will be determined in this currency, and if
in USD, converted to AUD at the time of payment. See Sections 2.3 and 2.4 of Part | of this PDS for more information.
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Investment Loan options

To fund your investment in the Units you must choose to
borrow using either a Limited Recourse Investment Loan
or a Full Recourse Investment Loan.

Difference between limited recourse and
full recourse

With a limited recourse loan, the only recourse the Loan
Provider has against you is limited to your Units and
their proceeds.

With a full recourse loan, the Loan Provider not only has
recourse against your Units and their proceeds but also
against your assets and you personally.

Potential benefits

The Units offered under this PDS seek to provide you
with the following potential benefits:

Diversified investment opportunities: the Units
offer you the opportunity to gain exposure to the
performance of a diversified equity index in Australia,
a fixed basket of 20 large market capitalisation
shares listed in Australia and/or a menu of
international investments

100% gearing with an Investment Loan: enabling
Investors® (including Superannuation Investors?)

to invest with a low initial capital outlay and no
margin calls

Optional protection of a Limited Recourse
Investment Loan: If you choose the Limited Recourse
Investment Loan, you will not be required to contribute
more of your own money to pay back the Investment

LLoan (you will however be required to pay any amounts
owing on your Interest Loan (if applicable), with

your own money). If you choose the Full Recourse
Investment Loan, in some circumstances you may be
required to contribute more of your own money to pay
back the Investment Loan

Potential income over the Term: Investors in a
Fixed Distribution Class will be entitled to a fixed
annual Distribution throughout the Term. Investors
in a Variable Distribution Class may be entitled

to an annual Distribution based on the positive
performance (if any) of the Reference Asset

during that Distribution Period. During the Term,
Distributions will be automatically applied to pay

the amounts owing by you to the Loan Provider
under your Loan (such as interest payable on your
Investment Loan for the next Interest Period), so you
may not receive any Distribution as a cash payment.
You will have to pay any tax payable on your
Distributions from your own resources

Flexibility to ‘Walk-Away’: While an investment

in the Fund is designed to be held until Maturity,
you may ‘Walk-Away’ from your Units and the
Investment Loan without incurring additional costs,
including break costs,® by exercising the ‘Walk-
Away’ feature (provided you have prepaid your
annual interest out of your own funds and do not
have an Interest Loan). It is important to understand
that if you borrow using the Full Recourse
Investment Loan, you will not be able to Walk-Away
without incurring further amounts if the Collateral
Counterparty does not fulfil its obligations under the
Collateral Agreement.

Walk-Away feature and your choice of Investment Loan

A feature of your investment is the ability to ‘Walk-Away’. This means that on a quarterly basis you may choose
to Walk-Away from your Investment Loan without paying any further amounts to the Loan Provider on the Loans
including any applicable break costs. However, in some circumstances there will be further amounts you will be
obliged to pay if you choose to Walk-Away. These circumstances include:

1. if you have an Interest Loan, you will have to repay the Interest Loan and pay all outstanding amounts plus any

applicable break costs;? and

2. if you choose to invest with a Full Recourse Investment Loan and the Collateral Counterparty does not fulfil its
obligations under the Collateral Agreement, you will need to use your own funds to cover any shortfall owing
under the Investment Loan if the value of your Units is not enough to repay any amount outstanding on your

Investment Loan, including any applicable break costs.

Throughout the PDS where we refer to the Walk-Away feature, we refer to the ability to Walk-Away subject to these

two circumstances described above.

Investors must be approved by the Loan Provider.

Note that any prepaid interest will not be refunded.

o oA W

Agreement (in Section 5 of Part Il of the PDS).

Superannuation Investors may only invest using the Limited Recourse Investment Loan.

For details on break costs in relation to Interest Loans, refer to clause 23 of the Loan and Put Option Agreement and clause 19 of the Loan and Security
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Key risks

If you invest in the Fund, you will be taking on a number
of risks including:

Reference Asset risk: the risk that the Reference
Asset relevant to a Unit Class does not perform
well, including as a result of recent increased
equity market uncertainty and the global economic
downturn. Recent high levels of volatility in equity
markets increase this risk

Borrowing to invest: there is a material risk that
the total value of your returns at Maturity (if any) and
Distributions paid throughout the Term will be less
than your total interest payments and other costs.

If this occurs you will have lost money on your
investment at Maturity

Creditworthiness of the Counterparties: the risk
that the Counterparties to the agreements through
which the Fund gains its exposure to the Reference
Assets (the Swap Counterparty and Collateral
Counterparty) do not meet their obligations

Early termination risk: your exposure to the
Reference Asset may be terminated early in a
number of circumstances outlined in Section 4.1

of Part Il of this PDS such as a material change in
the Swap Counterparty’s cost of hedging or ability
to hedge its exposure, a change in the liquidity of
the Reference Asset or a change in law (@amongst
other factors). In such circumstances, the Swap
Counterparty may seek to terminate the Swap
Agreement early. If this occurs you will be required
to repay your Investment Loan and any Interest
Loan (together with any break costs), your Units will
be redeemed, you will no longer have exposure to
the Reference Asset or an entitlement to any further
Distributions and you will not receive a refund of any
prepaid interest

Currency risk: for any Asia Long Short Class and
Asian Equity Class, the risk that movements in the
AUD:USD foreign exchange rate will adversely affect
the return from your Units throughout the Term
Interest deductibility: the Australian Tax Office

(‘ATO’) may adopt a position leading to the denial of
part or all of your tax deductions for some or all of

your interest expenses in relation to your investment.

As well as the risks of this particular product, you should
also consider how an investment in this product fits into
your overall portfolio. Diversification of your investment
portfolio can be used as part of your overall portfolio risk
management strategy and may help limit your exposure
to failure or underperformance of any one investment,
manager or asset class.

Your investment is subject to additional risks. Accordingly,
before investing in the Fund and taking out a Loan you
should consider carefully the risks outlined in Section 3
of Part | ‘Risks’, and Section 2 of Part Il ‘General risks
you should consider’ as these may affect your decision
to invest.

Who may be interested in investing?

Investing in the Fund may suit you if you
are looking:

to gain medium to long term exposure referable
to diversified Australian equities, a basket of large
market capitalisation Australian Equities and/or
international investments;

for the cashflow advantages of a potential or fixed
annual Distribution throughout the Term;” and

to invest with the flexibility to Walk-Away from your

Units and Investment Loan from the first Walk-Away

Date and on each subsequent Walk-Away Date with

no further amounts payable, provided:

— that you do not have an Interest Loan (as you
would then need to repay your Interest Loan, as
well as any applicable break costs, out of your
own funds); or

— that if you choose to invest using a Full Recourse
Investment Loan, there is no Collateral Default.8

The Fund may not suit potential investors who are not
familiar with the risks associated with borrowing to
invest and other risks associated with this product.

An investment in the Fund is not a traditional
investment product (such as a direct investment

in Australian shares), and may not suit investors
who do not have experience, and are unfamiliar
with, investing in structured products that provide
indirect, notional exposure to indices using financial
instruments such as swap agreements and collateral
agreements.

Investments in the Fund are only available to
applicants where the Loan Provider has approved their
Investment Loan.

Before investing in the Fund and taking out a Loan(s) you
should consider carefully the risks that may affect the
financial performance of the investment. For information
about the risks pertaining to an investment in the Fund
and borrowing to invest, please refer to Section 3 of

Part | ‘Risks’, and Section 2 of Part Il ‘General risks you
should consider’.

7. Note that any Distributions will be applied to pay your required interest payment for the next Interest Period so you will only receive a cash payment if the

amount of the Distribution is greater than the interest payment.
8. Any prepaid interest will not be refunded.
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How to apply

Check the Flexi Website at macquarie.com.au/flexi to see
the list of any Offer of Unit Classes that are open at the
time you wish to invest.

The Offer includes the:

(1)  Unit Classes available for investment, their Payoff
Category and Investment Opportunity;

(2) Offer Close date for receipt of Application Forms;

(8)  Unit Issue Date for Units to be issued to successful
applicants;

) Maturity Date;

) Walk-Away Dates;

) Notification Dates;

) Swap Valuation Dates;
) Reference Asset Valuation Dates;
) Unit Valuation Dates;

Distribution Dates;

Distribution Periods;

)

)

) Distribution Rates;
) Hurdles;

)

Indicative Annual, Term and Share Performance
Caps (as applicable);

(15) Minimum Performance Caps;

(16) Indicative Investment Loan and Interest Loan
interest rates; and

(17) Investment and Interest Loans available.

Please read this PDS, any Offer and all updates on the
Flexi Website. If you then decide that you want to apply
for Units in a Class, please complete and return the
Application Form accompanying this PDS.

Applications must be received by the Responsible Entity
by the Offer Close date for that Unit Class.

The Responsible Entity reserves the right to vary the date
and times related to the Offer, without prior notice, and to
accept late applications, reject applications and/or close
the Offer early. Any changes will be made available on the
Flexi Website at macquarie.com.au/flexi.

MFPML makes no representation that it will make any
Offers, that Unit Classes with exposure to all or any
particular Reference Asset will be offered or that it will
make Offers at any particular time.

While each Offer is scheduled to close at 3.00pm
(Sydney time) on the applicable Offer Close date as
specified on the Flexi Website, you are encouraged
to submit your Application Form so that it is received
by the Responsible Entity on or before the business
day prior to the applicable Offer Close date.

If your Application Form is received on the applicable
Offer Close date and the Responsible Entity receives
a large number of Application Forms on that date,
there is no guarantee that your Application Form

will be processed or that Units will be issued to you.
Accordingly, you are encouraged to submit your
Application Form prior to these dates as applicable.

Applications for Units in the Fund are to be made by
completing the Application Form accompanying this PDS
or by printing an Application Form from the Flexi Website
at macquarie.com.au/flexi.
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1 / Investment
summary
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This Section contains references to some of the key features of the Fund. You should read this PDS and any Offers
and updated information on the Flexi Website in full before deciding whether to invest.

Topic Summary Further information

1.1. THE OFFERS

(@) What is offered (1) Units in the Fund Section 2 of

) " B
under this PDS? You are invited to apply for ordinary fully paid Units, at an issue price of Ezgoln?vestmem

AUD1.00 per Unit, in one or more of the Unit Classes available under the
current Offer.9 Each Unit Class will have the characteristics of:

(@) one of the following Investment Opportunities, each with exposure
to a particular Reference Asset:

= Australian Equity (exposure to the S&P/ASX 200 Index);

= Australian Equity Focus (exposure to the Australian Equity
Focus Basket);

= Asia Long Short (exposure to the MQ Asia Long Short Fund); and

= Asian Equity (exposure to the basket comprising 20%TFHK,
20% HSHSI, 20% TWY, 20% Kospi 200 and 20% SGY),
combined with

(b) one of the following Payoff Categories:
m 5.5 Year Fixed Distribution Classes;
m 3.5 Year Fixed Distribution Classes; and

m Variable Distribution Classes.

The characteristics of the Payoff Categories and Investment
Opportunities are outlined in Section 2 of Part | ‘Investment options’.

Please note that, for each Offer, the Responsible Entity is unlikely
to offer Unit Classes representing all possible combinations of the
Payoff Categories and the Investment Opportunities. For a list of
Unit Classes that are on Offer to Investors for investment at any
point in time, see the Flexi Website at macquarie.com.au/flexi.

(2) Compulsory Investment Loan Section 4 of Part |

In order to apply for Units, you must also apply for an Investment Loan The Loans’.

from the Loan Provider to fund 100% of the issue price of your Units
(‘Investment Amount’).

You have the option of borrowing to invest using either the Limited
Recourse Investment Loan or the Full Recourse Investment Loan.
Superannuation Investors must invest with the Limited Recourse
Investment Loan.

With both types of loan, you will acknowledge that the Responsible
Entity will grant the Collateral Security over the Cash Collateral to the
Loan Provider as security for your obligations under the loan.

Interest on the Investment Loan is payable annually-in-advance at the
start of each year of the Term.

(3) Optional Interest Loan Section 4 of Part |

A full recourse Interest Loan will also be available for approved The Loans’.

Investors (other than Superannuation Investors) to pay the upfront
interest payable on your Limited Recourse Investment Loan or Full
Recourse Investment Loan.

9. Check the Flexi Website for Unit Classes on Offer at the time you wish to invest.


http://www.fundsfocus.com.au/managed-funds/Macquarie/flexi100.html

MACQUARIE FLEXI 100 TRUST

Topic Summary Further information
1.2. THE INVESTMENT
(@) The responsible  The responsible entity of the Fund is Macquarie Financial Products Section 3.1 of
entity of the Fund Management Limited (‘MFPML’, ‘Responsible Entity’, or ‘Issuer’). Part Il
MFPML is part of the Macquarie Group of companies. ‘Credentials’.

The Fund is an Australian unit trust registered as a managed investment
scheme.

The Fund will be comprised of several portfolios of assets and liabilities
each referable to a particular Unit Class. Each of these portfolios is
called a Class Portfolio.

(b) How does the No Unit Class will invest directly in the relevant Reference Asset, but Section 1.1 of
Fund invest the  instead will obtain exposure to the relevant Reference Asset through: Part Il ‘How does
Offer Proceeds? 4 4 Swap Agreement with the Swap Counterparty; and the Fund achieve

= a Collateral Agreement with the Collateral Counterparty. ;xposure to the ,
‘ , eference Assets?

Together these agree,ments are referred to as the ‘Investment Linked and Section

Swap Arrangements’. 4.1 of Part Il

The Fund will deposit all of the offer proceeds for each Unit Class with ‘The Investment

the Collateral Counterparty as collateral for its obligations under the Linked Swap

Investment Linked Swap Arrangements. Arrangements’.

(c) The Investment  The Class Portfolio for each Unit Class will provide exposure to a Reference  Section 2

Asset, with different investment return structures, which may include: of Part |
m Share Performance Caps and Hurdles (for any Australian Equity ‘Inv.estrrlwent
Focus Fixed Distribution Class);'° options’.

m Term Performance Caps and Hurdles (for any other Fixed Distribution
Class);® and

» Annual Performance Caps (for any Variable Distribution Class).

Your exposure to the Reference Assets will commence on the
applicable Swap Start Date, which will be on or around the Unit Issue
Date. Additionally, your exposure to the Reference Assets for a Fixed
Distribution Class will end on the respective Swap Valuation Date, and
for a Variable Distribution Class on the respective final Reference Asset
Valuation Date, which is likely to fall before the Maturity Date. As a result,
if you hold Units to Maturity you will not necessarily be exposed to the
relevant Reference Asset for the entire Term.

(1) The Fixed Distribution Classes

The Share Performance Cap Section 2.2.2 of

For an investment in any Australian Equity Focus Fixed Distribution Class, Part | ‘Australian

a cap may be placed on the individual performance of each of the 20 g?algtségégﬁztralian
shares comprising the Reference Asset, and accordingly may cap the Equit F.ocus
potential Reference Asset Gain you could realise at Maturity. Bgskgt’

The Term Performance Cap Section 2.3 of

For an investment in any Fixed Distribution Class other than an Australian E?S,TrilbItTc)enleed
Equity Focus Class, a cap may be placed on the Final Investment Level Classes —

of the Reference Asset, and accordingly may cap the potential Reference

Asset Gain you could realise at Maturity. Distributions and

return at Maturity’.

10. For indicative Share Performance Caps, Term Performance Caps, Minimum Performance Caps and Hurdles for Fixed Distribution Classes on Offer at any point in
time, check the Flexi Website.
11. For indicative Annual Performance Caps and Minimum Performance Caps for Variable Distribution Classes on Offer at any point in time, check the Flexi Website.


http://www.fundsfocus.com.au/managed-funds/Macquarie/flexi100.html

Topic Summary

The Hurdle

For an investment in any Fixed Distribution Class, a Hurdle will apply,
meaning you will not receive a Reference Asset Gain unless the Final
Investment Level of the Reference Asset exceeds the Hurdle. The Hurdle is
the amount paid to Investors in fixed Distributions throughout the Term.

There is no Hurdle applying to an investment in a Variable
Distribution Class.

(2) The Variable Distribution Classes

The Annual Performance Cap

For an investment in any Variable Distribution Class, in each year a cap

may be placed on the Reference Asset Level, and accordingly may cap
the value of the potential annual Distributions you may realise at the end
of each Distribution Period.

The actual Share Performance Caps, Term Performance Caps or Annual
Performance Caps for a Unit Class will be determined on or before the
Swap Start Date for that Unit Class and disclosed on the Flexi Website.

(d) Annual
Distributions

Your investment may entitle you to annual Distributions at the end of each
year during the Term. The amount of the potential Distributions will depend

upon your choice of Payoff Category. Table 1 shows how the Distribution
Rates for Unit Classes in each Payoff Category will be determined:

Table 1: How Distribution Rates are determined

Payoff
Category

How the Distribution
Rate is determined

Distribution Rate

5.5 Year
Fixed
Distribution
Classes

Fixed amount per annum
payable at the end of each
year of the Term.

Fixed amount payable
at Maturity.

As stated on the Flexi
Website for an Offer.

3.5 Year
Fixed
Distribution
Classes

Fixed amount per annum
payable at the end of years
1 and 2 of the Term, and

a different fixed amount
payable at the end of

year 3 of the Term.

As stated on the Flexi
Website for an Offer.

Variable
Distribution
Classes

Variable amount
determined at the
Reference Asset Valuation
Date based on the positive
performance (if any)'2

of the Reference Asset
during that Distribution
Period,'® subject to

the relevant Annual
Performance Cap

(if applicable).

Between 0.0% and

the relevant Annual
Performance Cap

(if applicable) as stated
on the Flexi Website for
an Offer.

Further information

Section 2.3 of
Part | ‘The Fixed
Distribution
Classes —
Distributions and
return at Maturity’.

Section 2.4 of Part
| “The Variable
Distribution
Classes —
Distributions and
return at Maturity’.

Section 2.3.1 and
2.4.1 of Part | -
‘What Distributions
could | be entitled
to over the Term?’

12. For any Asia Long Short Class or Asian Equity Class that is a Variable Distribution Class, the performance will be measured net of fees and expenses charged
by fund investment managers. See Section 5.3.10 of Part | ‘Fees Specific to Asia Long Short Classes’ and Section 5.3.11 of Part | ‘Fees Specific to Asian Equity

Classes’ for more details.

13. Distribution Periods represent the period between the relevant Unit Issue Date and the first Reference Asset Valuation Date, and between subsequent Reference
Asset Valuation Dates. Your entitlement to a Distribution will be measured in each Distribution Period.
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(e

The Distribution Rates for each Fixed Distribution Class currently on Offer
to Investors are available on the Flexi Website.

For Investors in a Fixed Distribution Class, Distributions will only be payable
to Investors who have chosen not to exercise the Walk-Away feature of the
Investment Loan on or before the relevant Distribution Date.

Any Distributions that you become entitled to at the end of any year

or Distribution Period during the Term of your Investment will be
automatically applied to pay amounts payable by you to the Loan
Provider under your Loan (such as interest payable on your Investment
Loan for the next Interest Period).

This means that Investors in a Fixed Distribution Class will not receive any
Distributions as a cash payment (except for the Distributions at Maturity). 4
Investors in a Variable Distribution Class may receive a partial cash payment
of their Distribution if their Distribution amount is more than interest payable
on the Investment Loan for the next Interest Period.

) Maturity For a list of Maturity Dates and approximate Terms'® for Unit Classes on
Offer to Investors at any point in time, please see the Flexi Website.

At Maturity:

(a) Fixed Distribution Classes
Investors in a Fixed Distribution Class will receive:

(i) for the 5.5 Year Fixed Distribution Classes, the final fixed
Distribution;

(i) a potential further distribution of the income of the Fund, which
is expected to be an amount equal to their Reference Asset Gain
(if any); and

(iii) if their Units are redeemed, the proceeds from the redemption of
their Units, which should be equal to their Investment Amount,
which will be used to repay their Investment Loan. 6

Your Reference Asset Gain will broadly represent any increases in the
value of your investment over the relevant Hurdle, and will be subject to
the relevant Term Performance Cap (if any).

(b) Variable Distribution Classes

Investors in a Variable Distribution Class will receive an amount
equal to:

(i) their Distribution for the final Distribution Period, being the positive
performance!” (if any) of the relevant Reference Asset for the
Distribution Period 3, subject to the relevant Annual Performance
Cap (if any); and

(i) if their Units are redeemed, the proceeds from the redemption of
their Units, which should be equal to their Investment Amount,
which will be used to repay their Investment Loan.'®

There is no Reference Asset Gain payable in respect of the Variable
Distribution Classes. This is because the positive performance (if any)
of the Reference Asset from year to year will be paid annually in
Distributions (subject to the Annual Performance Caps).

. Unless there is an amount payable by you to the Loan Provider under a Loan.
. Subject to early termination risk, see Sections 1.4 of Part | ‘Risks’ and 3.1.5 of Part | ‘Early Termination Risk’ for more details.
. Proceeds from redemption of Units may be less than this amount if there have been any events of default under the Collateral Agreement or the Responsible Entity

has been indemnified by the Fund. See Sections 4.1 and 4.4 of Part Il of the PDS for more information.

Further information

Section 4.1.3 of
Part | ‘Interest on
the Investment
Loan’.

Section 2 of
Part | ‘Investment
options’.

Sections 2.3.2 of
Part | ‘What return
will | receive at
Maturity?’

Sections 2.4.2 of
Part | ‘What return
will | receive at
Maturity?’

. For any Asia Long Short Class and Asian Equity Class, the performance will be measured net of fees and expenses charged by fund investment managers.

See Section 5.3.10 of Part | ‘Fees Specific to Asia Long Short Classes’ and Section 5.3.11 of Part | ‘Fees Specific to Asian Equity Classes’ for more details.

has been indemnified by the Fund. See Sections 4.1 and 4.4 of Part Il of the PDS for more information.

. Proceeds from redemption of Units may be less than this amount if there have been any events of default under the Collateral Agreement or the Responsible Entity
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() Redemptions The investment is designed to be held until Maturity. However, you may Section 4.1.5 of
and Walk-Away exercise the Walk-Away feature quarterly during the Term commencing Part | “The Walk-

feature on the first Walk-Away Date. To exercise the Walk-Away feature you will Away feature —
need to submit a Withdrawal Form before the 15th day of the month Limited Recourse
prior to the month containing the Walk-Away Date (the ‘Notification Investment Loan
Date’).™ If you Walk-Away, you will receive the value of your Units as at Borrowers’;
the applicable Unit Valuation Date. For a list of the Walk-Away Dates, Section 4.1.6 of
Notification Dates and Unit Valuation Dates for each Unit Class on Offer Part | “The Walk-
to Investors at any point in time, please see the Flexi Website. Away feature

— Full Recourse
Investment Loan
Borrowers’ and
Section 3 of Part |
‘Risks’.

If we do not receive your Withdrawal Form by the relevant Notification
Date, you will continue to hold your Units and be required to fulfil any
interest payment obligations under your Loan/s. You will also need to
re-submit your Withdrawal Form before the next Notification Date to
exercise the Walk-Away feature at that time. Withdrawal Forms will be
made available on the Flexi Website.

If you borrow to invest using the Limited Recourse Investment Loan, you
will not be required to pay any further amounts to the Loan Provider, in
respect of your Investment Loan, upon exercise of the Walk-Away feature.

If you borrow to invest using the Full Recourse Investment Loan you

will not be required to pay any further amounts to the Loan Provider in
respect of your Investment Loan upon exercise of the Walk-Away feature
other than in the case of the Collateral Counterparty failing to repay some
or all of the Cash Collateral, or otherwise defaulting on its obligations
under the Collateral Agreement.

If you have an Interest Loan, on your exercise of the Walk-Away feature
you will need to pay the unpaid balance of the Interest Loan plus any
interest and any break costs applicable to the Interest Loan, and the
remainder of the Loan Establishment Fee that is outstanding. Therefore,
if you have an Interest Loan you will effectively not have the benefit of
being able to walk-away (at no additional cost to yourself). If you choose
to exercise the Walk-Away feature you will not receive a refund of any
interest prepaid on your Investment Loan.

Investors who exercise the Walk-Away feature will be entitled to receive Section 2.6 ‘What
the value of the Units at that time. The key factors affecting the value of is the value of my

the Units are: Units on Walk-
= the level of the Reference Asset; Away prior to
Maturity?’

= the volatility of the Reference Asset;
m the level of interest rates in the relevant Gain Currency; and

= the AUD:USD exchange rate (for Unit Classes with USD as the

Gain Currency).
For information on the way in which each of these factors affects the
value of the Units, and how they interact with each other, see Section 2.6
‘What is the value of my Units on Walk-Away prior to Maturity?’

The funds received by an Investor who exercises the Walk-Away feature
will be applied first to repay any amounts owing by an Investor under a
Loan with the Loan Provider.

For Investors in a Fixed Distribution Class, if you exercise the Walk-Away
feature of the Investment Loan on or before the first anniversary of the
relevant Unit Issue Date, the value of your Units will be AUD1.00 per Unit
in line with the terms of the Investment Linked Swap Arrangements, and
you will not realise any Reference Asset Gain.

Investors in a Variable Distribution Class will be entitled to receive a
Distribution (if any) if they choose to Walk-Away on the Walk-Away Date
on or after a Distribution Date.

19. If the Notification Date falls on a day which is not a business day in Sydney, then the preceding business day will apply.
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(@) Minimum The minimum amount that you may invest in the Fund is AUD25,000

Investment in total (the ‘Minimum Investment Amount’). The minimum you may

Amount invest in any one Unit Class is AUD5,000. Your Investment Amount must

also be in multiples of AUD1,000. The Responsible Entity reserves the
right to lower the Minimum Investment Amount.

1.3. THE LOANS AVAILABLE UNDER AN OFFER

(@ The Investment ~ Compulsory Investment Loan Section 4 of
Loan If you apply for Units in the Fund, you will also be required to apply Part|"The Loans'.
for an AUD denominated Investment Loan from the Loan Provider to Section 4.1 of
fund 100% of the issue price of your Units. You will have a separate Part | ‘Investment
Investment Loan for each Unit Class in which you apply to invest. Loan’.
You have the choice of funding your investment with the Limited Section 4.2 of
Recourse Investment Loan or the Full Recourse Investment Loan. Part Il ‘Security
Trust Deed’.

Investing with the Limited Recourse Investment Loan means that any
amount payable by you to the Loan Provider in respect of the Investment
Loan is limited to your Units and their proceeds.

Investing with the Full Recourse Investment Loan means that you may
be exposed to any shortfall between the value of your Units and your
Investment Loan balance. This shortfall will arise as a result of the failure
of the Collateral Counterparty to meet its obligations. You would have to
pay any such shortfall out of your own funds.

The Investment Loan is repayable at Maturity or on exercising the Walk-
Away feature.

Trustees of superannuation funds who propose to invest in the
Fund may only borrow using the Limited Recourse Investment
Loan.

Interest on the Investment Loan is payable annually in advance,

with the first payment date on the relevant Unit Issue Date. For each
subsequent Interest Period of your investment (except if you exercise

the Walk-Away feature), any Distributions that you become entitled to

will be automatically applied to pay amounts payable by you to the Loan
Provider under a Loan (such as interest payable on your Investment Loan
for the next Interest Period).

If you Walk-Away from your investment during an Interest Period, or your
Units are redeemed, you will not receive a refund of any of your prepaid
interest paid at the beginning of that Interest Period.

A condition to your Investment Loan under the Loan Agreement is that
the Responsible Entity grant the Collateral Security, being a charge over
the Cash Collateral, in favour of the Loan Provider as security for your
obligations under the Loan Agreement (see Section 4 of Part Il ‘Summary
of material contracts’ for further details).

(b) The Interest Loan Optional Interest Loan

For approved Investors, an Interest Loan may be available to fund the
interest payments due under the Investment Loan.2° The Interest Loan is
not available to Superannuation Investors.

12 20. See Clause 2.1 in either the Loan and Put Option Agreement or Loan and Security Agreement (as applicable) in Section 5 of Part Il of the PDS.
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The Interest Loan will commence on the relevant Unit Issue Date for
the period until the day before the first anniversary of the relevant Unit
Issue Date, and is to be repaid by 12 monthly principal and interest
repayments starting the last date of the calendar month after the month
in which the relevant Unit Issue Date occurs.

If you apply for an Interest Loan, you will also be taken to have applied
for a further Interest Loan for each subsequent Interest Period unless:

= you elect not to draw down a further Interest Loan in a particular
Interest Period and notify the Loan Provider of your intention at least
15 business days prior to the next anniversary of the relevant Unit
Issue Date;

= any of the conditions specified in a Loan Agreement are not met or
not waived by the Loan Provider;2! or
= you submit a Withdrawal Form in relation to your investment.
For Investors who choose to utilise, and are approved for an Interest
Loan facility, the Loan Establishment Fee is payable in 12 equal monthly
instalments over the first year of the Investment Loan. If you choose to
Walk-Away on or before the first anniversary of the relevant Unit Issue
Date you will be required to pay the outstanding balance of this amount,
in addition to the amount under the Interest Loan. These additional
payments will be direct debited from your nominated account at the
same time as your Interest Loan repayments.

The Interest Loan is a full recourse loan. This means that if you exercise
the Walk-Away feature and the value of your Units is not enough to
repay any amount outstanding on your Loans, you will need to use
your own funds to cover any amount owing under the Interest Loan.
Please note these outstanding Interest Loan amounts will include any
applicable break costs. The amount of the applicable break costs will
be determined by a number of factors including the size of your Interest
Loan and movements in interest rates. If you are considering exercising
the Walk-Away feature, an estimate of your break costs will be available
on the Flexi Website.

(c) Interest rates The indicative initial interest rates for the first Interest Period of the Full
Recourse Investment Loan and Limited Recourse Investment Loan,
plus the optional Interest Loan for the current Offer are set out on the
Flexi Website.22

Compulsory Investment Loan:

The interest rate on the Investment Loan may be reset annually by the
Loan Provider but this rate will not increase throughout the Term and you
will be advised of the annual rate prior to the anniversary of the relevant
Unit Issue Date.

The first interest payment date will be on the Unit Issue Date.

If you exercise the Walk-Away feature or otherwise redeem your Units
during the year, you will not be entitled to a refund of any of the interest
payment made at the start of that year.

See Section 4 of Part | ‘The Loans’ for more information.

21. See Clause 2.1 in either the Loan and Put Option Agreement or Loan and Security Agreement (as applicable) in Section 5 of Part Il of the PDS.
22. The actual interest rates will be determined by the Loan Provider and published on the Flexi Website approximately 3 business days prior to the relevant Offer
Close date.

13
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Summary

1.4. RISKS

Like many other investment opportunities there are a number of risks that
may affect the value of your investment. Some key risks of an investment
in the Fund are:

= Global economic conditions: the risk that the recent global
economic downturn, and high levels of volatility in equity markets
such as those seen recently, could adversely affect your investment.

= Reference Asset risk: your investment will be adversely affected
if the Reference Asset relevant to your investment/s performs
poorly including as a result of the recent increase in equity market
uncertainty. High levels of volatility in equity markets, such as those
seen in recent years, increase this risk.

= Borrowing to invest: there is a material risk that the total value of
your returns at Maturity (if any) and Distributions paid throughout the
Term will be less than your total interest payments and other costs. If
this occurs you will not breakeven at Maturity. In addition, you should
take into account relevant taxation considerations and the time value
of money.

What is the time value of money?

The idea that money available at the present time is worth more
than the same amount in the future, due to its potential earning
capacity. For example, assuming a 5% interest rate, AUD100
invested today will be worth AUD105 in one year (AUD100
multiplied by 1.05). Conversely, AUD100 received one year from
now is only worth AUD95.24 today (AUD100 divided by 1.05),
assuming a 5% interest rate.

= Counterparty risk: the value of your investment depends on the
ability of the Swap Counterparty and the Collateral Counterparty to
perform their obligations. The key consequences of a Counterparty
not performing their obligations are:

— Swap Counterparty: The Fund’s return (if any) on the relevant
Reference Asset may not be able to be realised if the Swap
Counterparty (which is Macquarie Bank Limited) does not
perform its obligations, which may mean you do not receive any
return on your investment and are required to repay the principal
and interest on your Interest Loan (if applicable) together with any
break costs out of your own funds.

Further information

Section 3 of Part |
‘Risks’.

Section 3.1 of Part
| ‘Key Risks specific
to an investment

in the Fund’ and
Section 2.3.7 of
Part Il ‘General
risks’.

Sections 2.7 of
Part | ‘Recovery

of Interest Costs
and applicable
fees’ for breakeven
analysis.

Section 3.1.3 of
Part | ‘Credit Risk —
Macquarie’.

Section 3.1.5
of Part | ‘Early
termination risk’.

Section 2.2

of Part Il ‘Risk
of Investment
Linked Swap
Arrangements
termination or
adjustment’ and
Section 4.1 of
Part Il ‘Investment
Linked Swap
Arrangements’.
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— Collateral Counterparty: The value of your investment may not be  Section 3.6 of Part

realised if the Collateral Counterparty (which is Macquarie Bank | *Key risks specific
Limited) does not repay the Cash Collateral in full at Maturity, on to an investment
early termination or on exercise of the Walk-Away feature, and in Asia Long

the Loan Provider cannot otherwise recover the Cash Collateral Short Classes
under the Collateral Security. If this occurs, Full Recourse and Asian Equity
Investment Loan borrowers will be required to repay the principal ~ Classes — Foreign
and interest on their Investment Loan. For Limited Recourse Exchange Risk’.

Investment Loan borrowers, the Loan Provider may only have
recourse to their Units and their proceeds. However, borrowers
under either type of Investment Loan will also be required to
repay the principal and interest on any other Loan, such as their
Interest Loan (if applicable) together with any break costs, out

of their own funds. An Investor should not assume the Cash
Collateral that the Fund deposits with the Collateral Counterparty
will be a bank deposit. This means that on a winding up of the
Collateral Counterparty the Fund could only rank as an unsecured
creditor of the Collateral Counterparty with equal priority to other
unsecured creditors.

Please note that the most recent published financial reports
for Macquarie Bank Limited are available at
macquarie.com.au/mfg/financials.

® Early termination risk: Your exposure to the Reference Asset
may be terminated prior to the Maturity of the Units in a number of
circumstances outlined in Section 4.1 of Part Il of this PDS such
as a material change in the Swap Counterparty’s cost of hedging
or ability to hedge its exposure, a change in the liquidity of the
Reference Asset or a change in law (amongst other factors). In such
circumstances, the Swap Counterparty may seek to terminate the
Swap Agreement early. If this occurs you will be required to repay
your Investment Loan, and any Interest Loan (together with any
break costs), your Units will be redeemed and you will no longer
have exposure to the Reference Asset or entitlement to any further
Distributions. You will not receive a refund of any prepaid interest.

m  Asia Long Short Classes and Asian Equity Classes - foreign
exchange risk: If you invest in any of these Unit Classes you may
be exposed to foreign exchange fluctuations. Foreign exchange
fluctuations may have either a positive or negative effect on the
return from the Reference Asset and will affect the value of these Unit
Classes throughout the Term.

® Interest deductibility: the ATO may adopt a position which could
lead to the denial of part or all of your tax deductions for some or all
interest expenses referable to your Investment. Please note that any
ATO Product Rulings issued for previously offered Unit Classes in the
Fund do not apply to any Offer made under this PDS.

Your investment is subject to additional risks. Accordingly, before investing
in the Fund and taking out a Loan(s) you should consider carefully the risks
that may affect the financial performance of the investment.

15
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1.5. FEES AND OTHER COSTS
(a) Fees and Fees and expenses (including Management Costs and a Loan
expenses Establishment Fee) apply to your investment in the Fund.
(b) Commissions The Responsible Entity may pay upfront and trailing commissions to your

financial adviser in respect of your Loan.
1.6. COOLING OFF PERIOD

(@) What Cooling Off Investors in the Fund are entitled to return their Units by giving written
Period applies?  notice to the Responsible Entity at any time within the Cooling Off Period.
The Cooling Off Period is 14 days commencing on the earlier of the date
the issue of Units is confirmed to you and the end of the fifth business
day after the issue of Units.

Investors who return their Units within the Cooling Off Period will be
exposed to changes in the market value of the Reference Asset which
may result in a fall in the value of their investment. However, other than
in the case of a Collateral Default during the Cooling Off Period (which
is only relevant for Full Recourse Investment Loan borrowers), Investors
will not be required to pay any additional amounts in respect of their
Investment Loan.

Investors that elect to take an Interest Loan will be required to pay any
break costs and the unpaid balance of the principal amount on the
Interest Loan from their own funds. In the case of a Collateral Default
during the Cooling Off Period, Investors who borrow using the Full
Recourse Investment Loan will need to use their own funds to cover
any shortfall owing under the Full Recourse Investment Loan if the value
of their Units is not enough to repay any amount outstanding on their
Investment Loan, including any applicable break costs. Investors will not
receive a refund of that portion of the prepaid interest in respect of any
Loans which relates to the period ending on the date (during the Cooling
Off Period) on which you return your Units.

1.7. FURTHER INFORMATION

(@) Who may apply? An Offer is open to:
= individuals over the age of 18 years who receive the Offer in Australig;
= companies that receive the Offer in Australia; and

m trustees of trusts that receive the Offer in Australia, including trustees
acting in their capacity as trustees of superannuation funds (other
than in respect of the Full Recourse Investment Loan and the Interest
Loan which are not available to Superannuation Investors).

(b) Minimum The minimum amount sought to be raised under an Offer is
subscription AUD10 million across all Unit Classes. If this minimum is not reached,
amount the Responsible Entity may withdraw the Offer. The Responsible Entity

also reserves the right to lower this minimum subscription amount.

An Offer is not underwritten.

(c) Further If you have read this PDS and have any questions, either before or after
information investing, please contact the Responsible Entity on 1800 080 033.

(d) How to apply If, after you have read this PDS and any Offer and all updates on the Flexi
Website, you decide to apply for Units, please complete and return the
accompanying Application Form or print, complete and return a copy of
the Application Form from the Flexi Website.

Further information

Section 5 of
Part | ‘Fees and
other costs’

Section 7 of
Part Il ‘How to
apply’ and the
Application Form
accompanying
this PDS.
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Superannuation Funds

An investment in the Fund and taking out a Limited
Recourse Investment Loan are permitted under

the SIS Act for self managed superannuation funds
(‘Superannuation Investors’), provided the investment
and Limited Recourse Investment Loan comply with the
fund’s investment strategy and trust deed.

Superannuation Investors are not permitted to take out a
Full Recourse Investment Loan or an Interest Loan.

Trustees of superannuation funds who propose

to invest in the Fund should be aware of their
obligation to formulate and implement an appropriate
investment strategy that has regard to the whole of
the circumstances of their fund and to act in the best
interests of the members of their fund.

This includes ensuring they are familiar with the risks
involved in, and have in place adequate risk management
procedures to manage the risks associated with,
borrowing to fund an investment in the Fund.

Relevant to this consideration will be the risks of a
leveraged investment as described in this PDS, along
with factors such as the diversification of assets of the
superannuation fund and the overall level of leverage of
the fund.

In addition, trustees should ensure they have the power to
borrow under their trust deed, as an investment in the Fund
includes entry into the Limited Recourse Investment Loan.
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2.1. UNIT CLASSES

Each Unit Class has the characteristics of:
(@) one of the Investment Opportunities in Table 2; and
(b) one of the Payoff Categories in Table 3.

For a list of Unit Classes currently on Offer to Investors, together with all the details of the Offer, see the Flexi
Website at macquarie.com.au/flexi.23

Each of the Fund’s Class Portfolios provides exposure referable to a Reference Asset by entering into a Swap
Agreement. Please refer to Section 1 of Part Il ‘The Class Portfolios’ for further information.

Table 2: Investment Opportunities

Investment Gain
Opportunity Reference Asset Exposure Currency
Australian S&P/ASX 200 200 leading companies by market capitalisation listed on the ASX. AUD
Equity

Australian Australian Equity A fixed basket of 20 equally-weighted shares with a large market AUD

Equity Focus Focus Basket capitalisation listed on the ASX as at the date of the PDS.
Asia Long MQ Asia Long The Underlying Fund Manager implements a quantitative long short uUsSD

Short Short Fund strategy in pan-Asian equity markets (including Japan and Australia).
The fund will typically have 600+ stock positions.
Asian Equity 20% TFHK, TFHK and HSHSI are exchange-traded funds which seek to provide Usb
20% HSHSI, investment returns closely matching the performance of the Hang Seng
20% TWY, Index and Hang Seng China Enterprises Index respectively.

20% Kospi 200

and 20% SGY Kospi 200, TWY and SGY are market capitalisation-weighted indices of

the Korean, Taiwanese and Singaporean equity markets respectively.

Table 3: Payoff Categories

Payoff
Category Term? Distributions Investment strategy  Investor return at Maturity
5.5 Year Fixed 5.5 Years Fixed Distributions ~ Constant exposure level (i) For the 5.5 Year Fixed Distribution
Distribution payable annually to the Reference Asset Classes only, the final fixed Distribution;
Classes and at Maturity. (subject to the Hurdle (i) a potential further distribution of the
and any applicable income of the Fund, which is expected
Term Performance to be an amount equal to their
3.5 Year Fixed 3.5 Years Fixed Distributions ~ Cap or Share Reference Asset Gain (if any); and
Distribution payable annually. Performance Cap). (ii) if their Units are redeemed, the
Classes proceeds from the redemption of their
Units, which should be equal to their
Investment Amount, which will be used
to repay their Investment Loan.26
Variable 3 Years Variable Constant exposure (i) Their Distribution for the final
Distribution performance- level to the Reference Distribution Period, being the positive
Classes based?® Asset (subject to any performance?® (if any) of the relevant
Distributions paid applicable Annual Reference Asset for the Distribution
annually (subjectto  Performance Cap). Period 3, subject to the relevant
the relevant Annual Annual Performance Cap (if any); and
Performance Cap). (ii) if their Units are redeemed, the

proceeds from the redemption of their
Units, which should be equal to their
Investment Amount, which will be used
to repay their Investment Loan.26

23. Note that information about the Maturity Dates, indicative Share Performance Caps, Term Performance Caps and Annual Performance Caps (as applicable) and
Minimum Performance Caps for each Unit Class on Offer to Investors at any point in time is available on the Flexi Website.

24. Approximate Term only. Refer to Section 1.2(f) of Part | for further information. Also subject to early termination risk; see Sections 1.4 of Part | ‘Risks’ and 3.1.5 of
Part | ‘Early Termination Risk’ for more details.

25. For any Asia Long Short Class and Asian Equity Class, the performance will be measured net of fees and expenses charged by fund investment managers. See
Section 5.3.10 of Part | ‘Fees specific to Asia Long Short Classes’ and Section 5.3.11 of Part | ‘Fees specific to Asian Equity Classes’ for more details.

26. Proceeds from redemption of Units may be less than this amount if there have been any events of default under the Collateral Agreement or the Responsible Entity
has been indemnified by the Fund. See Sections 4.1 and 4.4 of Part Il of the PDS for more information.
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2.2.1. Australian Equity Classes: The S&P/ASX 200 Index

The Reference Asset for each Australian Equity Class is the S&P/ASX 200 Index. The S&P/ASX 200 Index was
first published on 31 March 2000 and is a market-capitalisation weighted and float-adjusted stock market index of
Australian stocks listed on the Australian Securities Exchange from Standard & Poor’s.

Figure 1 shows the past performance of the S&P/ASX 200 Index since March 2000. As the value of Units is
dependant on other variables as well as the positive performance (if any) of the Reference Asset, as described below,
this graph is not necessarily indicative of returns to Investors in an Australian Equity Class. In particular you should
note that the performance of an Australian Equity Class will not necessarily correspond to the performance of the
S&P/ASX 200 Index because:

returns for Investors in an Australian Equity Class may be adjusted to take account of a Term Performance Cap
or Annual Performance Cap (described in Sections 2.3 and 2.4 of Part | of the PDS respectively);

Distributions may be paid from the Fund which are not reflected in the value of the S&P/ASX 200 Index; and

prior to Maturity, other key factors will affect the value of the Investment Linked Swap Arrangements as outlined
in Section 2.6.2 of Part | of the PDS.

Figure 1: Historical performance of the S&P/ASX 200 Index
8000 ~
7000
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Source: Bloomberg L.P?7

You should note that past performance of the S&P/ASX 200 Index is not an indicator of its future performance or the
performance of an investment in the Fund.

27. Bloomberg L.P. has published this trading data and has not consented to the use of the trading data in this PDS. This graph was produced by the Issuer, not by
Bloomberg (based on the trading data obtained from Bloomberg).
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2.2.2. Australian Equity Focus Classes: Australian Equity Focus Basket

The Reference Asset for each Australian Equity Focus Class is the Australian Equity Focus Basket. This will be a fixed basket
comprising 20 shares listed on the ASX with a large market capitalisation as at the date of this PDS (each a ‘Reference
Asset Constituent’). Each share will have an equal Weight of 5%. These Reference Asset Constituents, and their Weights,
will not change over the Term except in limited circumstances. See Section 4.1.3 of Part Il of this PDS for more information.

Alist of the Reference Asset Constituents is in Table 4 below. Please note that the shares in Table 4 have been selected as
Reference Asset Constituents due to their large market capitalisation and share trading liquidity, and not on their past or any
expected future performance. Accordingly, the basket composition does not represent an investment recommendation by
the Responsible Entity to Investors.

Table 4: Details of the Reference Asset Constituents for the Australian Equity Focus Basket

Reference Asset Constituent ASX Code Reference Asset Constituent ASX Code
Amcor Limited AMC Origin Energy Limited ORG
AMP Limited AMP QBE Insurance Group Limited QBE
Australia and New Zealand Banking Group Limited ANZ Rio Tinto Limited RIO
BHP Billiton Limited BHP Suncorp-Metway Limited SUN
Brambles Limited BXB Telstra Corporation Limited TLS
Commonwealth Bank of Australia CBA Wesfarmers Limited WES
CSL Limited CSL Westfield Group WDC
Foster’s Group Limited FGL Westpac Banking Corporation WBC
National Australia Bank Limited NAB Woodside Petroleum Limited WPL
Newcrest Mining Limited NCM Woolworths Limited WOW

Figure 2 shows the past performance of an equally weighted basket of the Reference Asset Constituents since January 2000
(although prior to July 2004, the basket excludes Westfield Group). As the value of Units is dependant on other variables as
well as the positive performance (if any) of the Reference Asset, as described below, this graph is not necessarily indicative of
returns to any Unit Class in the Fund. In particular, you should note that the performance of an Australian Equity Focus Class
will not necessarily correspond to the performance of the Reference Asset Constituents because:

= returns for Investors in an Australian Equity Focus Class will be adjusted to take account of the relevant Share
Performance Caps (as described below) or Annual Performance Cap (described in Section 2.4 of Part | of the PDS);

= Distributions may be paid from the Fund which are not reflected in the value of an Australian Equity Focus Class; and

= prior to Maturity, other key factors will affect the value of the Investment Linked Swap Arrangements outlined in
Section 2.6.2 of the PDS).

Figure 2: Historical performance of an equally-weighted basket of the Reference Asset Constituents for the
Australian Equity Focus Basket
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You should also note that past performance of the Reference Asset Constituents is not an indicator of future
performance or the performance of an investment in the Fund.

28. Bloomberg L.P. has published this trading data and has not consented to the use of the trading data in this PDS. This graph was produced by the Issuer, not by
Bloomberg (based on the trading data obtained from Bloomberg).
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Share Performance Cap and returns at Maturity

For the Australian Equity Focus Fixed Distribution Classes:

= a ‘Share Performance Cap’ applies to the

(8) For each Reference Asset Constituent, subtract the
Constituent Start Level from the Constituent Closing
Level. This represents the gross return on each
Reference Asset Constituent.

individual performance of each Reference Asset
Constituent (that is, each of the 20 shares in the
basket) and not to the performance of the whole
basket, as with a Term Performance Cap. See
‘How is the Closing Level of the Reference Asset

calculated?” in this section; and (5) For each Reference Asset Constituent, take the lesser of
= on the Swap Valuation Date, the excess return of the result from step (4) and the Share Performance Cap.
the basket (if any) above the Hurdle is multiplied
by 150%. See Section 2.3.2 of Part | of the
PDS ‘What return will | receive at Maturity?’ for
more information. (7) Add together the results of step (6) for each Reference
Asset Constituent.

(8) Add 1 to the result of step (7), and multiply by 100.

(4) For each Reference Asset Constituent, divide the
result from step (3) by the Constituent Start Level. This
represents the percentage change in each Reference
Asset Constituent.

(6) For each Reference Asset Constituent, multiply the
result from step (5) by a Weight of 5%.

How is the Closing Level of the Reference
Asset calculated?

The Closing Level of the Reference Asset on the Swap Start  To receive a positive return, the Closing Level of the Reference
Date (the ‘Initial Investment Level’) is set to 100. Asset on the relevant day must be higher than its level on
the Swap Start Date, which is 100 for each Australian Equity

The Closing Level of the Reference Asset may be
Focus Class.

determined on any date (on or prior to the Maturity Date),
assuming early termination has not occurred, using the
following steps:

Please note that on the occurrence of a corporate event or
adjustment event, the calculation of the Constituent Start
Level and Constituent Closing Level for a Reference Asset
Constituent may be adjusted by the Swap Counterparty. See
Section 4.1.3 of Part Il of the PDS for more information.

(1) For each Reference Asset Constituent, determine the
Constituent Start Level.

(2) For each Reference Asset Constituent, determine the
Constituent Closing Level on the required date.

WORKED EXAMPLE OF THE CLOSING LEVEL OF THE REFERENCE ASSET FOR AN AUSTRALIAN EQUITY
FOCUS CLASS 5.5 YEAR FIXED DISTRIBUTION CLASS
For the purposes of this example, it is assumed that:

= of the 20 Reference Asset Constituents, only 3 shares will have particular values and performance shown below
and the remaining 17 shares will all have the same values and performance shown for shares 4-20; and

= the Share Performance Cap for the Australian Equity Focus 5.5 Year Fixed Distribution Class is 100%.

Steps Reference Asset Constituents

Assume that: Share 1 Share 2 Share 3 Shares 4-20
1. Closing Level on Swap Start Date AUD5 AUD23 AUD40 AUD10
2. Closing Level on Swap Valuation AUD12 AUD31 AUD35 AUD13
Date

3. Gross Return (2) - (1) AUD7 AUDS8 -AUD5 AUD3
4, Percentage change (3) / (1) 140.00% 34.78% -12.50% 30.00%
5. Capped Level 100.00% 34.78% -12.50% 30.00%
6. Weighting 5.00% 5.00% 5.00%  5.00% (each share)
7. Weighted Return 5.00% 1.74% -0.63% 1.50%
8. Closing Level of Reference Asset 1+(5.00% + 1.74% - 0.63% + 1.50% x 17) = 1.3161

1.3161 x 100 = 131.61
Therefore the Closing Level of the Reference Asset on the Swap Valuation Date is 131.61

There are certain risks associated with the Australian Equity Focus Basket. See Section 3.4 of Part | of the PDS for
more information.
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2.2.3. AsiaLong Short Classes: The MQ Asia Long Short Fund

The Reference Asset for each Asia Long Short Class, the MQ Asia Long Short Fund, is a USD denominated fund
managed by MQ Specialist Investment Management Limited ABN 84 086 438 995 (the ‘Underlying Fund Manager’).
The MQ Asia Long Short Fund is structured as a Cayman Islands company which in turn invests all, or substantially
all, of its assets in an underlying fund. References in Table 5 to the MQ Asia Long Short Fund investing in assets

are to the MQ Asia Long Short Fund investing indirectly through the underlying fund. MQ Specialist Investment
Management Limited is part of Macquarie Funds Group, a division of the Macquarie Group. Macquarie Funds Group
is a full service fund manager with over 25 years experience and offering a diverse range of products including
managed funds across a wide range of asset classes, funds-based structured products, hedge funds and funds of
funds. As of 31 July 2010, Macquarie Funds Group had approximately AUD220 billion in funds under management.

The guidelines within which the Underlying Fund Manager works in relation to managing the MQ Asia Long Short
Fund are outlined in Table 5 below.

Table 5: Overview of the MQ Asia Long Short Fund

Overview The MQ Asia Long Short Fund aims to achieve absolute returns with lower risk than the
Asian markets.

Investment The Underlying Fund Manager uses a dynamic stock portfolio selection process

strategy which incorporates a country allocation model, security selection analysis and risk

management constraints.

The country allocation model determines how the MQ Asia Long Short Fund’s underlying
assets may be allocated to countries within Asia. The country allocation model is based on a
number of factors including valuation, risk premium and analyst sentiment.

Independently of the country allocation analysis, the Underlying Fund Manager quantitatively
analyses the ‘investment universe’ to identify securities that are expected to out-perform or under-
perform due to particular market characteristics. When analysing the securities in the investment
universe the Underlying Fund Manager may consider, amongst other things, the following:

Turnaround plays — buying shares that have had recent poor performance but are
beginning to show short-term momentum;

Announcements that surprise brokers — buying or selling shares in entities that make a
positive or negative market announcement but which are rated poorly or highly by the
investment community;

Value — buying or selling shares that the Underlying Fund Manager considers underpriced
or overpriced by the market; and

Winners/losers — buying (or selling) shares that rate well (or poorly) based on a number of
factors including valuation, analyst sentiment, momentum and quality factors
Once the country allocation model and security selection analysis are applied, the Underlying
Fund Manager must balance the pool of securities identified by each method. The Underlying
Fund Manager also takes into account investment constraints in order to manage risk. These
include limits on the size of an investment in a particular security or country.

The MQ Asia Long Short Fund may invest in a number of countries throughout the Asia-Pacific
region, including but not limited to: Australia, China, Hong Kong, India, Indonesia, Japan,
Korea, Malaysia, New Zealand, Philippines, Singapore, Taiwan and Thailand. The MQ Asia
Long Short Fund invests in listed securities and instruments such as shares, futures, swaps,
contracts for difference, and approved cash deposits and cash equivalents.

Use of derivatives As the MQ Asia Long Short Fund is a hedge fund, the Underlying Fund Manager has a broad
investment mandate that will permit the MQ Asia Long Short Fund to be invested in a wide
range of assets (including derivatives) with the aim of maximising the MQ Asia Long Short
Fund’s risk adjusted returns (although there is a risk that this may also have an adverse effect
on the value of the MQ Asia Long Short Fund). The MQ Asia Long Short Fund may use
derivatives for hedging the overall exposure of the Fund. Further, the MQ Asia Long Short Fund
may use derivatives such as contracts for difference to achieve additional exposure to the
particular investments.

Borrowing The MQ Asia Long Short Fund has the ability to borrow cash or use derivatives to leverage
exposures within the MQ Asia Long Short Fund.

Currency hedging The Underlying Fund Manager may employ currency hedging techniques but these will not
completely remove the risk of a foreign currency exposure.
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Composition of the MQ Asia Long Short Fund

As of 13 August 2010, the MQ Asia Long Short Fund
had a total of 922 positions in Asian equities, consisting
of 561 long positions and 361 short positions. The

MQ Asia Long Short Fund aims for a net exposure of
between 0% and 30%.

What are long and short positions?

A long position is the term used to describe when

a security is bought with the expectation it will rise

in value. This means the value of a long position will
increase if the value of the underlying security increases.

A short position describes when a security is borrowed
and then sold with the expectation it will fall in value.
When the security has to be returned from whom it was
borrowed it can be bought on the open market for less
than it was sold for, thus making a profit. This means
the value of a short position increases when the value of
the underlying security decreases.

By using short positions a fund can achieve exposure
to the underlying investments which is greater than the
amount of money invested in the fund, similar to the
way that gearing can increase exposure within a fund.

The net exposure is measured by the difference between
the long and the short position exposure. If a fund has a
long position exposure that is equal to the short position
exposure, then the fund’s net exposure is 0%. Note that
the fund is still exposed to the price movements in the
actual long and short stocks held by the fund. A net
exposure of -20% means 20% more exposure to short
positions than long positions, and indicates that the fund
manager generally expects the market will fall. A net
exposure of 20% means 20% more exposure to long
positions than short positions, and indicates that the
fund manager generally expects the market to rise.

The gross exposure is the aggregate exposure of all long
position and short position exposure. If a fund has a long
position exposure of 100% of the amount invested in
the fund and a short position exposure of 100% of the
amount invested in the fund, then the gross exposure
will be 200% of the amount invested in the fund, and the
net exposure will be 0%.

The MQ Asia Long Short Fund currently aims for net
exposure between 0 % and 30% and a gross exposure
between 70% and 300%, with a maximum gross
exposure of 300% of the amount invested in the MQ
Asia Long Short Fund. These limits and indicative net
exposure goals can change at the discretion of the
Underlying Fund Manager.

Figure 3: Geographical allocation of the MQ Asia
Long Short Fund as at 13 August 2010.
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The top ten holdings in both long and short positions as at

13 August 2010 are shown in Table 6 below.

Table 6: Top 10 long and short holdings of the MQ Asia Long Short Fund

Top 10 Long Top 10 Short

Market Share Market Share

Korea KANGWON LAND INCORPORATED(P) Hong Kong CHINA UNICOM (HK) LTD
Japan NIHON KOHDEN CORPORATION Japan FAST RETAILING

Japan NIPPON ELECTRIC GLASS Hong Kong CHINA FOODS LTD

Taiwan HTC CORPORATION India TATA MOTORS LTD

Singapore  KEPPEL CORPORATION LTD Hong Kong LI & FUNG LTD

Korea HONAM PETROCHEMICAL(P) Korea HANJIN HEAVY INDUSTRIES & CON(P)
Korea HYUNDAI MOBIS(P) Hong Kong HSBC HOLDINGS PLC
Singapore  SEMBCORP INDUSTRIES LTD Japan HITACHI CONSTR MACHRY CO
Japan FCC CO LTD Australia ALUMINA LIMITED

Hong Kong SINOPEC SHANGHAI PETROCHEMICAL C  Japan PANASONIC CORPORATION

Figure 3 and Table 6 show the characteristics of the MQ Asia Long Short Fund as at 13 August 2010. These may differ
materially in the future based on investment decisions of the Underlying Fund Manager.
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Figure 4 shows the past performance of the MQ Asia Long Short Fund since 31 July 2006. As the value of Units is
dependant on other variables as well as the performance of the Reference Asset, as described below, this graph is
not necessarily indicative of returns to Investors in an Asia Long Short Class. In particular you should note that the
performance of an Asia Long Short Class will not necessarily correspond to the performance of the net asset value of
the MQ Asia Long Short Fund because:

returns for Investors in an Asia Long Short Class may be adjusted to take account of the applicable Term
Performance Cap and Annual Performance Cap (described in 2.3 and 2.4 of Part | of the PDS respectively);

Distributions may be paid from the Fund which are not reflected in the value of an Asia Long Short Class; and

prior to Maturity, other key factors will affect the value of the Investment Linked Swap Arrangements as outlined
in Section 2.6.2 of Part | of the PDS.

Figure 4: Historical performance of the MQ Asia Long Short Fund (in USD)
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Source: Bloomberg L.P29

You should note that past performance of the Underlying Fund Manager is not an indicator of its future performance
or the performance of an investment in an Asia Long Short Class.

Please note that the name of the MQ Asia Long Short Fund will change to the Macquarie Asian Alpha Fund on or
around 17 September 2010. This will be a change in name only, and the investment strategy will not be affected.
Please refer to the Flexi Website for any updates in relation to this change of name.

There are certain risks associated with the MQ Asia Long Short Fund. For more information, see Sections 3.5, 3.6
and 3.7 of Part | of the PDS.

29. Bloomberg L.P. has published this trading data and has not consented to the use of the trading data in this PDS. This graph was produced by the Issuer, not by
Bloomberg (based on the trading data obtained from Bloomberg).
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2.2.4. Asian Equity Classes: The Hang Seng H-Share Index ETF, Tracker Fund of Hong Kong, MSCI
Taiwan Index, Kospi 200 Index and MSCI Singapore Index

The Reference Asset for each Asian Equity Class is an equally-weighted basket of stock market indices or index
tracking funds for China, Hong Kong, Taiwan, South Korea and Singapore as referred to in Table 7 below (together

the ‘Reference Asset Constituents’).

The index tracking funds are exchange-traded funds (‘ETFs’), meaning that they are investment funds that are listed
and traded on stock exchanges and can be bought and sold in a similar manner to shares in a company that is listed

and traded on a stock exchange.

Table 7: Details of the Reference Asset Constituents for Asian Equity Classes

Reference Asset Constituent

Hang Seng H-Share Index ETF (‘HSHSI’)
Tracker Fund of Hong Kong (‘TFHK’)
MSCI Taiwan Index (‘TWY’)

Kospi 200 Index (‘Kospi 2007)

MSCI Singapore Index (‘SGY’)

Weight Regional Exposure
20% China

20% Hong Kong

20% Taiwan

20% South Korea

20% Singapore

The composition of the Reference Asset (including the Weights) may change in certain circumstances, such as when

an extraordinary or review event occurs.

The Hang Seng H-Share Index ETF (HSHSI)

The HSHSI is an ETF established in Hong Kong. The
fund’s objective is to provide investment returns that
match the performance of the Hang Seng China
Enterprises Index (‘H-Share Index’). The fund invests in
constituent securities of the H-Share Index.

The Tracker Fund of Hong Kong (TFHK)

The TFHK is an ETF registered in Hong Kong. The
fund seeks to provide investment results that closely
correspond to the performance of the Hang Seng
Index through investing all, or substantially all, of the
fund’s assets in index shares in substantially the same
weightings as they appear in the Hang Seng Index.

The MSCI Taiwan Index (TWY)

The MSCI Taiwan Index is a free float-adjusted market
capitalisation weighted index that is designed to track
the equity market performance of Taiwanese securities
listed on the Taiwan Stock Exchange. The MSCI Taiwan
Index is denominated in Taiwan dollars and takes into
account price performance of the constituent stocks
only. The MSCI Taiwan Index is constructed based on
the MSCI Global Investable Market Indices Methodology,
targeting a free float-market capitalisation coverage of
85%. As of 17 August 2010, the MSCI Taiwan Index
consisted of 118 stocks.

The Kospi 200 Index (Kospi 200)

The Kospi 200 Index is a capitalisation weighted index of
200 Korean securities which make up 93% of the total
market value of the Korea Stock Exchange.

The MSCI Singapore Index (SGY)

The MSCI Singapore Index is a free float-adjusted market
capitalisation weighted index that is designed to track the
equity market performance of Singapore securities listed
on the Singapore Stock Exchange. The MSCI Singapore
Index is denominated in Singapore dollars and takes into
account price performance of the constituent stocks
only. The MSCI Singapore Index is constructed based on
the MSCI Global Investable Market Indices Methodology
targeting a free float-market capitalisation coverage of
85%. As of 17 August 2010, the MSCI Singapore Index
consisted of 30 stocks.

Figure 5 shows the past performance of an equally
weighted basket of the Reference Asset Constituents
since December 20083. As the value of Units is
dependant on other variables as well as the positive
performance (if any) of the Reference Asset, as
described below, this graph is not necessarily indicative
of returns to any Unit Class in the Fund. In particular,

you should note that the performance of an Asian Equity
Class will not necessarily correspond to the performance
of the Reference Asset Constituents because:

m returns for Investors in an Asian Equity Class may be
adjusted to take account of the Term Performance
Cap or Annual Performance Cap (described
in Sections 2.3 and 2.4 of Part | of the PDS
respectively);

m  distributions may be paid from the Fund which are not
reflected in the value of an Asian Equity Class; and

= prior to Maturity, other key factors will affect the
value of the Investment Linked Swap Arrangements
as outlined in Section 2.6.2 of Part | of the PDS.

You should also note that past performance of the
Reference Asset Constituents is not an indicator of
future performance or the performance of an investment
in the Fund.
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Figure 5: Historical performance of an equally-weighted basket of the Reference Asset Constituents for the
Asian Equity Classes
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How is the Closing Level of the Asian Equity Classes Reference Asset calculated?

The Closing Level of the Reference Asset may be determined on any date (on or prior to the Maturity Date), assuming
early termination has not occurred, using the following steps:

(1) For each Reference Asset Constituent, determine the Constituent Start Level.
(2) For each Reference Asset Constituent, determine the Constituent Closing Level on the required date.

(8) For each Reference Asset Constituent, subtract the result in step (1) from step (2). This represents the gross
return on each Reference Asset Constituent.

(4) For each Reference Asset Constituent, divide the result of step (3) by step (1). This represents the percentage change
in each Reference Asset Constituent.

(5) For each Reference Asset Constituent, multiply the result of step (4) by the relevant Weight as identified in Table 7.
(6) Add together the results of step (5) for each Reference Asset Constituent.
(7) Add 1 to the result of step (6), and multiply by 100.

To receive a positive return, the Closing Level of the Reference Asset on the relevant day must be higher than its level
on the Swap Start Date, which is 100 for each Asian Equity Class.

30. Bloomberg L.P. has published this trading data and has not consented to the use of the trading data in this PDS. This graph was produced by the Issuer, not by
Bloomberg (based on the trading data obtained from Bloomberg).
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WORKED EXAMPLE OF THE CLOSING LEVEL OF THE REFERENCE ASSET FOR AN ASIAN EQUITY
CLASS WHICH IS A 5.5 YEAR FIXED DISTRIBUTION CLASS

Assume that:

On the Swap Start Date, the closing level of the TFHK is HKD21.50 per unit, the HSHSI is HKD120.00 per unit, the TWY
is 280, the Kospi 200 is 230 and the SGY is 345.

At the Swap Valuation Date the Closing Levels are HKD25.00 per unit for the TFHK, HKD160.00 for the HSHSI , 262.5
for the TWY, 242 for the Kospi 200 and 396 for the SGY.

The return for this Unit Class would be calculated as follows:

Steps Reference Asset Constituents

Assume that: TFHK HSHSI TWY  Kospi 200 SGY
1.Closing Level on Swap Start HKD21.50 HKD120.00 280 230 345
Date
2.Closing Level on Swap HKD25.00 HKD160.00 262.5 242 396
Valuation Date
3.Gross Return (2) - (1) HKD3.50 per Unit  HKD40.00 per Unit -17.5 12 51
4.Percentage Change (3) / (1) 16.28% 33.33% -6.25% 522% 14.78%
5.Weighting 20% 20% 20% 20% 20%
6. Total for each Reference 3.26% 6.67% -1.25% 1.04% 2.96%
Asset Constituent (4) x (5)
7.Closing level of the 1+(3.26% +6.67% - 1.25% + 1.04% + 2.96%) = 1.1268
Reference Asset 1.1268 x 100 = 112.68

Therefore, the Closing Level of the Reference Asset on the Swap Valuation Date is 112.68.

There are certain risks associated with Asian Equity basket. For more information see Sections 3.6, 3.7 and 3.8 of Part | of
the PDS.
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2.3. THE FIXED DISTRIBUTION CLASSES - DISTRIBUTIONS AND RETURN
AT MATURITY

2.3.1. What Distributions could I be entitled to during the Term?
Each Fixed Distribution Class will pay an annual Distribution throughout the Term.

Table 8 shows how the Distribution Rate will be determined and the relevant Distribution Date for each Fixed
Distribution Class.

The Distribution Rates and Distribution Dates for each Unit Class on Offer to Investors at any point in time are available
on the Flexi Website.

Table 8: Distributions for Fixed Distribution Classes

Payoff Category How the Distribution Rate is determined Relevant Distribution Date
5.5 Year Fixed Fixed amount per annum, payable at the On or about each anniversary of the relevant
Distribution Classes  end of each year throughout the Term. Unit Issue Date, and the relevant Maturity Date,

Fixed amount payable at Maturity, both as specified on the Flexi Website.

3.5 Year Fixed Fixed amount per annum, payable at the On or about each anniversary of the relevant Unit
Distribution Classes  end of years 1 and 2 of the Term. Issue Date, as specified on the Flexi Website.

Fixed amount (potentially different to that
at the end of years 1 and 2) payable at the
end of year 3 of the Term.

There is no Distribution paid at Maturity.

For a Fixed Distribution Class, the amount paid in Distributions throughout the Term will represent the Hurdle when
calculating your Reference Asset Gain at Maturity.

For Investors in a Fixed Distribution Class, Distributions will only be payable to Investors who have chosen not to
exercise the Walk-Away feature of the Investment Loan on or before the relevant Distribution Date.

Any Distributions that you become entitled to at the end of any year during the Term of your Investment will be
automatically applied to pay amounts payable by you to the Loan Provider (such as the interest payable on your
Investment Loan for the following Interest Period). If the amount of a Distribution for a year that is applied to make such
payments on your Loans is less than the amount payable by you to the Loan Provider, then the balance must be paid
by you. See Section 4.1.3 Part | ‘Interest on the Investment Loan’ for more information.
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2.3.2. What return will | receive at Maturity?

The Term Performance Cap

For an investment in a Fixed Distribution Class (other
than an Australian Equity Focus Fixed Distribution
Class), a cap may be placed on the Final Investment
Level of the Reference Asset, and accordingly may
affect your Reference Asset Gain at Maturity. The cap
is expressed as a percentage of the Initial Investment
Level of the Reference Asset (the “Term Performance
Cap’). For each Fixed Distribution Class where the
Gain Currency is not denominated in AUD, the Term
Performance Cap (if any), affects the value of your
Reference Asset Gain calculated in that Gain Currency,
although the Reference Asset Gain will be paid in AUD.

The Share Performance Cap

For an investment in an Australian Equity Focus

Fixed Distribution Class, a cap may be placed on

the individual performance of each Reference Asset
Constituent, and accordingly may affect your Reference
Asset Gain at Maturity. The cap is expressed as a
percentage of the Constituent Start Level.

Indicative Term Performance Caps and Share
Performance Caps for Unit Classes on Offer to Investors
at any point in time are available on the Flexi Website.

The actual Term Performance Caps and Share
Performance Caps will be determined on or before the
Swap Start Date and listed on the Flexi Website. These
could be lower than the indicative Term Performance
Caps and Share Performance Caps depending on
market conditions at that time, in particular, the level
and volatility of the relevant Reference Asset and the

At Maturity you will receive:

level of interest rates. However, Units in a Unit Class will
be withdrawn if the Term Performance Cap or Share
Performance Cap for the relevant Unit Class is not at
least equal to the Minimum Performance Cap as stated
on the Flexi Website. In such an instance:

your Units in that Unit Class will be redeemed for
AUD1.00 per Unit; and

any Loans will be terminated and prepaid interest
and any Loan fees fully refunded.

A Fixed Distribution Class that is not an Australian
Equity Focus Fixed Distribution Class may not have an
indicative Term Performance Cap; that is, it is expected
that no cap will be placed on the Final Investment Level
of the Reference Asset. As noted above, this will not
be confirmed until the applicable Swap Start Date,
meaning that a Term Performance Cap may apply for
these Unit Classes. However, the cap will not be less
than the relevant Minimum Performance Cap for that
Unit Class as stated on the Flexi Website.

The Hurdle

For an investment in a Fixed Distribution Class, your
Reference Asset Gain at Maturity will broadly represent
any increase in the value of the Reference Asset over
the Hurdle (subject to the relevant Term Performance
Cap or Share Performance Cap). The Hurdle is

the amount paid to Investors in fixed Distributions
throughout the Term. Hurdles for the Fixed Distribution
Classes on Offer to Investors at any point in time are
available on the Flexi Website.

for the 5.5 Year Fixed Distribution Classes only, a Distribution expressed as a percentage of your

Investment Amount;

a potential further distribution of the income of the Fund, which is expected to be an amount equal to your

Reference Asset Gain (if any); and

if your Units are redeemed, the proceeds from the redemption of your Units, which should be equal to your
Investment Amount, which will be used to repay your Investment Loan.3!

Where you have an Interest Loan, your Reference Asset Gain will be applied to repay any amount outstanding in

respect of your Interest Loan.

31. Proceeds from redemption of Units may be less than this amount if there have been any events of default under the Collateral Agreement or the Responsible
Entity has been indemnified by the Fund. See Sections 4.1 and 4.4 of Part Il of the PDS for more information.
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Reference Asset Gain

Your Reference Asset Gain represents any increase in the Reference Asset from the Swap Start Date to the Swap
Valuation Date, in excess of the Hurdle, subject to the Term Performance Cap (if any).

For an Australian Equity Fixed Distribution Class, which is denominated in AUD, your Reference Asset Gain is

calculated as the greater of:
(@ zero; and

(o) (Final Investment Level — Hurdle)  Investment
X Amount

Initial Investment Level

For an Australian Equity Focus Fixed Distribution Class, which is also denominated in AUD, your Reference Asset Gain

is calculated as the greater of:
(@) zero; and

(b) (Final Investment Level — Hurdle)  Investment
X Amount

Initial Investment Level

x 150%

For a Fixed Distribution Class denominated in a Gain Currency other than AUD, your Reference Asset Gain is

calculated as the greater of:
(@) zero; and

(o) (Final Investment Level — Hurdle)  Investment

initial Exchange Rate

X
Initial Investment Level Amount

where:

X
closing Exchange Rate

Initial Investment Level is the Closing Level of the Reference Asset at the Swap Start Date;

Final Investment Level is:

(@) for Fixed Distribution Classes that are not Australian Equity Focus Classes, the lesser of:
(i) the Closing Level of the Reference Asset at the Swap Valuation Date; and

(i) Initial Investment Level + (Initial Investment Level x the Term Performance Cap); and

(b) for any Australian Equity Focus Fixed Distribution Class, the Closing Level of the Reference Asset at the Swap

Valuation Date.

EXAMPLE OF REFERENCE ASSET GAIN FOR
AN AUSTRALIAN EQUITY 5.5 YEAR FIXED
DISTRIBUTION CLASS

If you invest AUD 100,000 into a Fixed Distribution Class
that is also an Australian Equity Class and assume that:

the Initial Investment Level of the Reference Asset
is 4,300;

the Hurdle = 4,300 x 122% = 5,246;

the Closing Level of the Reference Asset on the
Swap Valuation Date is 8,700; and

the Term Performance Cap of your Reference
Asset Gain is 100%.
The Final Investment Level would be equal to the
lesser of:
a) 8,700 and
b) 4,300 + (4,300 x 100%) = 8,600

As the Closing Level of the Reference Asset on the Swap
Valuation Date of 8,700 is more than the capped Final
Investment Level of 8,600, the Final Investment Level will
be 8,600.

Your Reference Asset Gain is calculated as the greater of
zero and:

(Final Investment Level — Hurdle)  Investment
Amount

Initial Investment Level

Therefore your Reference Asset Gain would be equal to:
8,600 - 5,246
4,300

x AUD100,000

Reference Asset Gain = AUD78,000
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EXAMPLE OF REFERENCE ASSET GAIN FOR AN AUSTRALIAN EQUITY FOCUS 5.5 YEAR FIXED
DISTRIBUTION CLASS
If you invest AUD100,000 into an Australian Equity Focus 5.5 Year Fixed Distribution Class and assume that:
the Initial Investment Level is 100;
the Share Performance Cap is 100%;
the Hurdle = 100 x 122% = 122; and
the Closing Level of the Reference Asset on the Swap Valuation Date is 131.61 (refer to the worked example
in Section 2.2.2).
The Final Investment Level is 131.61.
Your Reference Asset Gain is the greater of zero and:

(Final Investment Level — Hurdle)  Investment
Amount X 150%

Initial Investment Level

Therefore, your Reference Asset Gain would be equal to:
131.61-122
100

Reference Asset Gain = AUD14,415

x AUD100,000 x 150%

EXAMPLE OF REFERENCE ASSET GAIN FOR AN ASIA LONG SHORT 3.5 YEAR FIXED DISTRIBUTION CLASS

If you invest AUD 100,000 into an Asia Long Short 3.5 Year Fixed Distribution Class and assume that:
the Initial Investment Level of the Reference Asset is USD1,050 per share;
the Closing Level of the Reference Asset on the Swap Valuation Date is USD1,300;
the Hurdle = USD1,050 x 116.25%= USD1,221;
there is no Term Performance Cap;
the initial AUD:USD Exchange Rate is 0.85; and
the closing AUD:USD Exchange Rate is 0.80.

The Final Investment Level would be equal to USD1,300.
Your Reference Asset Gain is calculated as the greater of zero and:

(Final Investment Level — Hurdle)  Investment initial Exchange Rate
Amount

X
Initial Investment Level closing Exchange Rate

Therefore your Reference Asset Gain would be equal to:

USD1,300 — USD1,221 0.85
x AUD100,000 x ——
USD1,050 0.80

Reference Asset Gain = AUD7,994

The above examples have been provided for illustrative purposes only, and are not intended to be indicative of the
performance of any Unit Class within the Fund. The example provides an illustration of how returns will be calculated by
applying the relevant calculations to hypothetical examples.
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2.4. THE VARIABLE DISTRIBUTION CLASSES - DISTRIBUTIONS AND RETURN

AT MATURITY

Each Variable Distribution Class may pay an annual Distribution throughout the Term.

Table 9 shows how the Distribution Rate will be determined and the relevant Distribution Date for each Unit Class.

The specific Distribution Rates and Distribution Dates for each Variable Distribution Class on Offer to Investors at any point

in time, and the Reference Asset Valuation Dates (for Variable Distribution Classes only) are available on the Flexi Website.

Table 9: Distributions for Variable Distribution Classes

Payoff Category

Variable Distribution  Variable amount determined at the Reference
Classes Asset Valuation Date based on the positive
performance?® (if any) of the Reference Asset

How the Distribution Rate is determined

Relevant Distribution Date

On or about each anniversary of the
relevant Unit Issue Date as specified on
the Flexi Website.

during that Distribution Period®3 subject to the
relevant Annual Performance Cap (if applicable).

2.4.1. What Distributions will | be entitled to over the Term?

For a Variable Distribution Class, any Distribution payable at the end of each Distribution Period will represent the
increase (if any) of the Reference Asset over that period subject to the relevant Annual Performance Caps (if any).

The Annual Performance Cap

For an investment in a Variable Distribution Class, a
cap may be placed on the Reference Asset Level, and
accordingly may cap the value of the potential annual
Distribution as a percentage of your Investment Amount
(the ‘Annual Performance Cap’). For a Variable
Distribution Class with a Gain Currency other than AUD,
the Annual Performance Cap applies to the value of

the potential annual Distribution in that Gain Currency,
although the Distribution will be converted and paid to
you in AUD.

The indicative Annual Performance Caps for the first
Distribution Period are available on the Flexi Website.

The actual Annual Performance Caps for the first
Distribution Period will be determined as at the Swap
Start Date and listed on the Flexi Website. These
could be lower than the indicative Annual Performance
Caps depending on market conditions at that time,

in particular, the level and volatility of the relevant
Reference Asset, and the level of interest rates.
However, Units in a Unit Class will be withdrawn if

the Annual Performance Cap for the first Distribution
Period for the relevant Unit Class is not at least equal to
the Minimum Performance Cap as stated on the Flexi
Website. In such an instance:

= your Units in that Class will be redeemed for
AUD1.00 per Unit; and

m for Distribution Period 1, any Loans will be
terminated and prepaid interest and any Loan fees
fully refunded.

The Annual Performance Caps to apply for the second
and third Distribution Periods will be advised on or
around the last business day in the month preceding
the month in which the second and third anniversaries
of the relevant Unit Issue Date occur, based on the
terms offered to the Fund at the time by the Swap
Counterparty. The actual Annual Performance Caps
for those Distribution Periods could be lower than the
indicative Annual Performance Cap for Distribution
Period 1 as stated on the Flexi Website and lower
than the actual Annual Performance Caps of previous
Distribution Periods, depending on market conditions
at that time, in particular, the level and volatility of the
relevant Reference Asset and the level of interest rates.
However, the Swap Agreement for a Unit Class will be
terminated early if it is not possible to provide an Annual
Performance Cap for the second or third Distribution
Period for the relevant Unit Class at least equal to

the Minimum Performance Cap stated on the Flexi
Website. In these circumstances you will no longer have
exposure to the Reference Asset or entitlement to any
further Distributions. For more information see Section
3.1.5 of Part | of the PDS.

Note that for any Variable Distribution Class for which
there is no indicative Annual Performance Cap for
Distribution Period 1, an Annual Performance Cap
may apply still apply for Distribution Period 1 and
subsequent Distribution Periods, as described above.

The Hurdle

There is no Hurdle applying to an investment in a
Variable Distribution Class.

32. For any Asia Long Short Class and Asian Equity Class, the performance will be measured net of fees and expenses charged by fund investment managers. See
Section 5.3.10 of Part | ‘Fees specific to Asia Long Short Classes’ and Section 5.3.11 of Part | ‘Fees specific to Asian Equity Classes’ for more details.

383. Distribution Periods represent the period between the Unit Issue Date and the first Reference Asset Valuation Date, and between subsequent Reference Asset
Valuation Dates. Your entitlement to a Distribution will be measured in each Distribution Period.

34 For any Asia Long Short Class and Asian Equity Class, the performance will be measured net of fees and expenses charged by fund investment managers. See
Section 5.3.10 of Part | ‘Fees specific to Asia Long Short Classes’ and Section 5.3.11 of Part | ‘Fees specific to Asian Equity Classes’ for more details.
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Distributions will only be payable to Investors who have chosen not to exercise the Walk-Away feature before the
relevant Distribution Date. Distributions (if any) will be paid to Investors that exercise the Walk-Away feature on the
relevant Distribution Date.

Any Distributions that you become entitled to at the end of any Distribution Period during the Term of your Investment
will be automatically applied to pay amounts payable by you to the Loan Provider under a Loan (such as the interest
payable on your Investment Loan for the following Interest Period). If the amount of the Distribution for a Distribution
Period is less than the amounts of interest payable on your Investment Loan for the following Interest Period, then the
balance of any interest payable on your Investment Loan after the application of the Distribution must be paid by you.
See Section 4.1.3 Part | ‘Interest on the Investment Loan’ for more information.

If the amount of your Distribution so applied is greater than the amounts payable by you to the Loan Provider then,
unless otherwise agreed, the excess amount will be credited to your Nominated Account within 60 days of the relevant
Distribution Date. See Section 4.1.3 of Part | ‘Interest on the Investment Loan’ for more information.

EXAMPLE OF DISTRIBUTIONS FOR AN AUSTRALIAN EQUITY VARIABLE DISTRIBUTION CLASS

If you invest AUD100,000 into an Australian Equity Variable Distribution Class and assume that:
the Initial Investment Level of the Reference Asset is 4,300
reference Asset level at the end of Distribution Period 1 of 5,100
reference Asset level at the end of Distribution Period 2 of 4,800
reference Asset level at the end of Distribution Period 3 of 5,500
the Annual Performance Cap is determined to be 17% in each year.
Distribution for Distribution Period 1
At the end of Distribution Period 1 the Reference Asset has increased from 4,300 to 5,100.

For the purposes of calculating your Distribution for Distribution Period 1 your Reference Asset Level at the end of
Distribution Period 1 is the lesser of:

(@ 5,100; and
(b) 4,300 + (4300 x 17%) = 5,031 (Annual Capped Level for Distribution Period 1)

As the Reference Asset level at the end of Distribution Period 1 of 5100 exceeds the Annual Capped Level of
5,031, the Reference Asset Level at the end of Distribution Period 1 will be equal to 5,031.

The Year 1 Distribution will be calculated as follows:

(Reference Asset Level at the end of Distribution Period 1 — Initial Investment Level)

= " X Investment Amount
Initial Investment Level

5,031 - 4,300

4.300 x AUD100,000

= AUD17,000
Distribution for Distribution Period 2

At the end of Distribution Period 2 the Reference Asset has decreased from 5,100 (at the end of Distribution
Period 1) to 4,800.

As the Reference Asset has not increased from its level at the end of Distribution Period 1 to the end of Distribution
Period 2, you will not receive a Distribution for this period.

Distribution for Distribution Period 3

At the end of Distribution Period 3 the Reference Asset level has increased from 4,800 (at the end of Distribution
Period 2) to 5,500.

For the purposes of calculating your Distribution (payable at Maturity) your Reference Asset Level at the end of
Distribution Period 3 is the lesser of:

(@) 5,500; and
(b) 4,800 + (4,800 x 17%) = 5,616 (Annual Capped Level for Distribution Period 3))
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EXAMPLE OF DISTRIBUTIONS FOR AN AUSTRALIAN EQUITY VARIABLE DISTRIBUTION CLASS
(CONTINUED)

As the Reference Asset Level at Maturity of 5,500 does not exceed the Annual Capped Level of 5,616, the
Reference Asset Level for Distribution Period 3 will be equal to 5,500.

The Distribution payable at Maturity will be calculated as follows:
(Reference Asset Level for Distribution Period 3 - Reference Asset Level at end of Distribution Period 2)  |hvestment
Reference Asset Level at the end of Distribution Period 2 X Amount

_ (5,500-4,800)
= 74,800 x AUD100,000

= AUD14,583
In this example, the total payoff over the Term is equal to AUD31,583 (being AUD17,000 + AUDO + AUD14,583).

EXAMPLE OF DISTRIBUTIONS FOR AN ASIAN EQUITY VARIABLE DISTRIBUTION CLASS
If you invest AUD100,000 into an Asian Equity Variable Distribution Class and assume that:

= the Initial Investment Level of the Reference Asset is 100
= the Annual Performance Cap is determined to be 20% in each year
= the Reference Asset Level and AUD:USD Exchange Rate change as follows:

Point in time Reference AUD:USD

Asset Level Exchange Rate
Swap Start Date 100 0.85
End of Distribution Period 1 125 0.90
End of Distribution Period 2 135 0.85
End of Distribution Period 3 130 0.80

Distribution for Distribution Period 1
At the end of Distribution Period 1 the Reference Asset has increased from 100 to 125.

For the purposes of calculating your Distribution for Distribution Period 1 your Reference Asset Level at the end of
Distribution Period 1 is the lesser of:

(a) 125; and

(b) 100 + (100 x 20%) =120 (Annual Capped Level for Distribution Period 1)

As the Reference Asset level at the end of Distribution Period 1 of 125 exceeds the Annual Performance Capped
level of 120, the Reference Asset Level at the end of Distribution Period 1 will be equal to 120.

The AUD Year 1 Distribution will be calculated as follows:

(Reference Asset Level at the end of Distribution Period 1 o
initial Exchange Rate

= — Initial Investment Level) Investment
Initial Investment Level Amount x Exchange Rate at end of
Distribution Period 1
= 120-100 0.85
—— X AUD100,000 x —
100 0.90

= AUD18,889
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EXAMPLE OF DISTRIBUTIONS FOR AN ASIAN EQUITY VARIABLE DISTRIBUTION CLASS CONTINUED
Distribution for Distribution Period 2

At the end of Distribution Period 2 the Reference Asset has increased from 125 (at the end of Distribution Period 1)
to 135.

For the purposes of calculating your Distribution for Distribution Period 2 your Reference Asset Level at the end of
Distribution Period 2 is the lesser of:

(@ 135; and
(b) 125 + (125 x 20%) =150 (Annual Capped Level for Distribution Period 2)

As the Reference Asset level at the end of Distribution Period 2 of 135 is less than the Annual Performance
Capped level of 150, the Reference Asset Level at the end of Distribution Period 2 will be equal to 135.

The AUD Year 2 Distribution will be calculated as follows:

(Reference Asset Level at the end of Distribution Period 2 Exchange Rate at the end

— Reference Asset Level at the end of Distribution Period 1) Investment of Distribution Period 1

Reference Asset Level at the end of Distribution Period 1 AT Exchange Rate at the end

of Distribution Period 2

135 -125 0.90
= - X AUD100,000 «x
125 0.85
= AUDS8,471

Distribution for Distribution Period 3

During the final Distribution Period of the Investment the Reference Asset level has decreased from 135 to 130,
therefore there will be no Distribution payable at Maturity.

In this example, the total payoff over the Term is equal to AUD27,360 (being AUD18,889 + AUD8,471 + AUDO).

Note that the total payoff to investors in a Variable Distribution Class is from the annual performance related
Distributions — there is no fixed Distribution component.

The above examples have been provided for illustrative purposes only, and are not intended to be indicative of the
performance of any Unit Class within the Fund. The examples provide an illustration of how returns will be calculated
by applying the relevant calculations to a hypothetical example.

The above examples do not show the Distributions being applied to pay amounts payable by you to the Loan Provider
under a Loan (such as your interest payment for the following Interest Period).

2.4.2. What return will | receive at Maturity?
At Maturity you will receive:

the final Distribution of the Term, being the positive performance?® (if any) of the Reference Asset for the final
Distribution Period subject to the Annual Performance Cap (if any); and

if your Units are redeemed, the proceeds from the redemption of your Units, which should be equal to your
Investment Amount, which will be used to repay your Investment Loan.36

There is no Reference Asset Gain payable in respect of a Variable Distribution Class. This is because the positive
performance (if any) of the Reference Asset from year to year will be paid annually as a Distribution.

Please note that, for any Asia Long Short Variable Distribution Class and Asian Equity Variable Distribution Class,
fees and costs associated with the Reference Asset and the management of the Reference Asset are relevant in
determining the amount payable by the Swap Counterparty at the end of each Distribution Period of the Term and
accordingly will be reflected in the value of an Asia Long Short Variable Distribution Class and Asian Equity Variable
Distribution Class throughout the Term (see Section 5.3.10 of Part | ‘Fees specific to Asia Long Short Classes’ and
Section 5.3.11 of Part | ‘Fees specific to Asian Equity Classes’ for further details).

35. For any Asia Long Short Class and Asian Equity Class, the performance will be measured net of fees and expenses charged by fund investment managers. See
Section 5.3.10 of Part | ‘Fees specific to Asia Long Short Classes’ and Section 5.3.11 of Part | ‘Fees specific to Asian Equity Classes’ for more details.

36. Proceeds from redemption of Units may be less than this amount if there have been any events of default under the Collateral Agreement or the Responsible
Entity has been indemnified by the Fund. See Sections 4.1 and 4.4 of Part Il of the PDS for more information.
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The Responsible Entity will provide you with details of the
options available at Maturity closer to the Maturity Date.
Options will include redeeming your Units in the Fund.

In addition, the Responsible Entity may, at its discretion,
allow you to retain your Units.

If you are given the option to retain your Units, you will
still be required to repay your Investment Loan and

any Interest Loan at Maturity. A failure to repay your
Investment Loan and any Interest Loan at Maturity may
result in the Loan Provider exercising its rights under
the Mortgage to require your Units to be redeemed

or exercising its rights under the Collateral Security in
respect of the Cash Collateral. The Loan Provider may
offer you new Loans.

2.6.1. Fixed Distribution Classes (on or before
the first anniversary of the relevant Unit
Issue Date)

If you exercise the Walk-Away feature of the Investment
Loan on a Walk-Away Date or before the first anniversary
of the relevant Unit Issue Date the value of your Units

will be AUD1.00 per Unit in line with the terms of the
Investment Linked Swap Arrangements; that is you will
not realise any gain on your investment.

2.6.2. Fixed Distribution Classes (after the first
anniversary of the relevant Unit Issue
Date) and Variable Distribution Classes
(from the first Walk-Away Date)

The value of your Units will reflect the market value

of the Investment Linked Swap Arrangements. It is
unlikely that the value of the Investment Linked Swap
Arrangements before Maturity will correspond to the
value of the Reference Asset at that time. The key factors
which will affect the value of the Investment Linked Swap
Arrangements during any Distribution Period include:

the level of the Reference Asset at the time —
generally, the higher the level of the Reference Asset
relative to its level at the start of the Period, the
higher the value of your Units. And conversely, the
lower the level of the Reference Asset relative to its
level at the start of the Period, the lower the value of
your Units;

the volatility level of the Reference Asset at the time
— generally, the higher the volatility of the Reference
Asset, the higher the value of your Units. And
conversely, the lower the volatility of the Reference
Asset, the lower the value of your Units;

underlying AUD (for an Australian Equity Class or
Australian Equity Focus Class) or USD (for an Asia
Long Short Class or Asian Equity Class) interest rates
at the time — generally, the higher the level of underlying
interest rates, the higher the value of your Units. And
conversely, the lower the level of underlying interest
rates, the lower the value of your Units;

for an Asia Long Short Class or Asian Equity Class,
the AUD:USD foreign exchange rates at the time —
generally, the higher the level of the AUD:USD foreign
exchange rate (i.e. a strengthening in AUD compared
with USD), the lower the value of your Units. And
conversely, the lower the level of the AUD:USD foreign
exchange rate (i.e. a weakening in AUD compared with
USD), the higher the value of your Units.

In addition, other factors may also affect the value of your
Units prior to Maturity such as time to maturity, hedging
break costs and market conditions.

Please note that these factors are unlikely to move in
isolation and simultaneous changes in more than one
variable may have opposite effects on the value of the
Investment Linked Swap Arrangements. Accordingly,
Investors should not assume that a change in any

one factor will result in a change to the value of the
Investment Linked Swap Arrangements. It is likely that
these factors will move independently and concurrently
and a change that might otherwise be caused by

the movement in one factor could be partially or
entirely offset by the movement in another. In addition,
movements in some factors may have a greater effect on
the value of the Investment Linked Swap Arrangements
than movements in other factors.

For a Variable Distribution Class, following the Distribution
payment (if any) at the end of each Distribution Period,
the value of your units will revert to AUD1.00, as the
growth of the Reference Asset has been reflected in the
Distribution paid.
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Borrowing to invest in the Fund represents a geared
exposure referable to the Reference Asset. The level of
positive performance required before you begin to make
a positive return on your investment is therefore greater
than required from an ungeared exposure.

If the value of your investment in the Fund (including
Distributions paid during the Term) does not increase by
an amount sufficient to recover your interest and other
costs then you will have lost money on your investment.

The following figures are illustrations of the effect of the
performance of the Reference Asset on your returns to
Maturity. Al illustrations assume:
you borrow to invest using the Limited Recourse
Investment Loan;
the Limited Recourse Investment Loan interest rate
is 9.10%pa (being the indicative Limited Recourse
Investment Loan interest rate as at the date of this
PDS) and is constant over the Term; and

a 2.0% upfront Loan Establishment Fee.

In addition:

for a 5.5 Year Fixed Distribution Class, the illustrations
assume you are exposed to the Reference Asset for
a Term of exactly 5.5 years and total Distributions
amount to 22% of your Investment Amount;

2.7.1. 5.5 Year Fixed Distribution Classes

for a 3.5 Year Fixed Distribution Class, the
illustrations assume you are exposed to the
Reference Asset for a Term of exactly 3.5 years
and total Distributions amount to 16.25% of your
Investment Amount;

for a Variable Distribution Class, the illustrations
assume you are exposed to the Reference Asset for
a Term of exactly 3 years and the Distribution Period
is 12 months; and

for an Asia Long Short Class or Asian Equity Class,
the illustrations assume the AUD:USD exchange rate
is constant over the Term.

The illustrations also ignore the effects of tax and the time
value of money.

What is the time value of money?

The idea that money available at the present time

is worth more than the same amount in the future,
due to its potential earning capacity. For example,
assuming a 5% interest rate, AUD100 invested today
will be worth AUD105 in one year (AUD100 multiplied
by 1.05). Conversely, AUD100 received one year from
now is only worth AUD95.24 today (AUD100 divided
by 1.05), assuming a 5% interest rate.

Figure 6: Breakeven analysis for 5.5 Year Fixed Distribution Classes”
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A Chart is for a Limited Recourse Investment Loan and assumes a Term Performance Cap or Share Performance Cap (as applicable) of 100%. This may differ from
the applicable Term and Share Performance Caps. Note that some or all of the 5.5 Year Fixed Distribution Classes may be uncapped.
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Limited Recourse Investment Loan

If you borrow using a Limited Recourse Investment
Loan, the total interest paid over the Term of 5.5 years is
equal to 50% of your Investment Amount (excluding any
Interest Loan).

To breakeven (based on the assumptions listed above)
the Reference Asset must have a Final Investment Level
of at least 142% of the Initial Investment Level for a

5.5 Year Australian Equity Focus Class and at least 152%
of the Initial Investment Level for all other 5.5 Year Fixed
Distribution Classes. For the Final Investment Level to be
at least 142% and 152% of the Initial Investment Level
the required average annual increases in the value of the
Reference Asset are shown in Table 10 below. Anything
above this level of return will be a positive return to you.

Full Recourse Investment Loan

Similarly, if you borrow to invest using the Full Recourse
Investment Loan, and assuming that the Full Recourse
Investment Loan interest rate is 8.85%pa (being the
indicative Full Recourse Investment Loan interest rate as
at the date of this PDS) and is constant over the Term, and
using other assumptions listed above, the total interest
payable over the Term is 49% of your Investment Amount.

To breakeven, the Reference Asset must have a Final
Investment Level of at least 141% of the Initial Investment
Level for a 5.5 Year Australian Equity Focus Class

and at least 151% of the Initial Investment Level for all

other 5.5 Year Fixed Distribution Classes. For the Final
Investment Level to be at least 141% and 151% of the
Initial Investment Level respectively, the required average
annual increases in the value of the Reference Asset are
shown in Table 10 below. Anything above this level of
return will be a positive return to you.

Table 10: Average annual increases in the Reference
Asset over the Term required to break even for
5.5 Year Fixed Distribution Classes”

Limited Recourse Full Recourse
Investment Loan Investment Loan

5.5 Year Fixed 7.9%pa 7.7%pa
Distribution Classes

(except 5.5 Year

Australian Equity

Focus Classes)

5.5 Year Australian 6.6%pa 6.5%pa
Equity Focus Classes

A Annually compounding return over the Term, ignoring tax and the time value
of money

Note the minimum payment to an Investor over the
Term is assumed to be 22% of the Investment Amount,
payable in Distributions at the end of each year of

the Term and at Maturity. Figure 6 shows how the net
payments to you over the Term to Maturity would vary
in line with the level of the Reference Asset at Maturity,
based on the above assumptions.
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2.7.2. 3.5 Year Fixed Distribution Classes

Figure 7: Breakeven analysis for a 3.5 Year Fixed Distribution Class”
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A Chart is for a Limited Recourse Investment Loan and assumes a Term Performance Cap or Share Performance Cap (as applicable) of 65%. This may differ from
the applicable Term or Share Performance Cap. Note that some or all of the 3.5 Year Fixed Distribution Classes may be uncapped.

Limited Recourse Investment Loan

If you borrow using a Limited Recourse Investment
Loan, the total interest paid over the Term of 3.5 years is
equal to 32% of your Investment Amount (excluding any
Interest Loan).

To breakeven (based on the assumptions listed above)
the Reference Asset must have a Final Investment

Level of at least 128% of the Initial Investment Level for
a 3.5 Year Australian Equity Focus Class, and at least
134% of the Initial Investment Level for all other 3.5 Year
Fixed Distribution Classes. For the Final Investment Level
to be at least 128% and 134% of the Initial Investment
Level, the required average annual increases in the value
of the Reference Asset are shown in Table 11 below.

Full Recourse Investment Loan

Similarly, if you borrow to invest using the Full Recourse
Investment Loan, and assuming that the Full Recourse
Investment Loan interest rate is 8.85%pa (being the
indicative Full Recourse Investment Loan interest rate as
at the date of this PDS) and is constant over the Term, and
using other assumptions listed above, the total interest
payable over the Term is 31% of your Investment Amount.

To breakeven, the Reference Asset must have a Final
Investment Level of at least 127% of the Initial Investment
Level for a 3.5 Year Australian Equity Focus Class and at
least 133% of the Initial Investment Level for all other 3.5

Year Fixed Distribution Classes. For the Final Investment
Level to be at least 127% and 133% of the Initial Investment
Level, the required average annual increases in the value of
the Reference Asset are shown in Table 11 below.

Table 11: Average annual increases in the Reference
Asset over the Term required to break even for
3.5 Year Fixed Distribution Classes”

Limited Recourse Full Recourse
Investment Loan Investment Loan

3.5 Year Fixed 8.7%pa 8.5%pa
Distribution Classes

(except 3.5 Year

Australian Equity

Focus Classes)

3.5 Year Australian
Equity Focus Classes

7.3%pa 7.2%pa

A Annually compounding return over the Term, ignoring tax and the time value
of money.

Note the minimum payment to an Investor over the Term
is assumed to be 16.25% of the Investment Amount,
payable in Distributions at the end of each year of

the Term and at Maturity. Figure 7 shows how the net
payments to you over the Term to Maturity would vary

in line with the level of the Reference Asset at Maturity,
based on the above assumptions.
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2.7.3. Variable Distribution Classes
Figure 8: Breakeven analysis for Variable Distribution Classes”
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A Chart is for a Limited Recourse Investment Loan and assumes an Annual Performance Cap of 17% applies for all Variable Distribution Classes. This may differ
from the applicable Annual Performance Cap. Note that some or all of the Variable Distribution Classes may be uncapped.

Limited Recourse Investment Loan

To breakeven in each year (based on the assumptions listed above) the annual Distribution must be equal to 9.8%.

For the annual Distribution to be equal to 9.8%, the Reference Asset must increase by at least 9.8% over the
Distribution Period (ignoring tax and the time value of money). For you to breakeven on your investment over the whole
Term, the Reference Asset must increase, on average, by at least 9.8% in each Distribution Period over the Term.
Anything above this level of return will be a positive return to you.

Full Recourse Investment Loan

Similarly, if you borrow to invest using the Full Recourse Investment Loan, and assuming that the Full Recourse
Investment Loan interest rate is 8.85%pa (being the indicative Full Recourse Investment Loan interest rate as at the
date of this PDS) and is constant over the Term, and using the other assumptions listed above, to breakeven over the
whole Term the Reference Asset must increase on average by at least 9.5% each Distribution Period over the Term
(ignoring tax and the time value of money).

M
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An investment in the Fund involves various risks that
may adversely affect your return (if any). If you exercise
the Walk-Away feature prior to Maturity, these risks may
also affect the value of your investment at that time. The
Fund may not suit potential investors who are not familiar
with the risks associated with borrowing to invest. An
investment in the Fund is not a traditional investment
product (such as a direct investment in Australian shares),
and may not suit investors who do not have experience
with, and are unfamiliar with investing in products that
provide indirect, notional exposure to indices using
financial instruments such as swap agreements and
collateral agreements.

Investors should consider an investment in the Fund
(and the drawing down of any Investment Loan or
Interest Loan) as involving a degree of financial risk

and should therefore carefully consider all the following
risk factors and the additional general risks set out

in Section 2 of Part Il of the PDS (together with other
matters set out elsewhere in this PDS). These factors
are not meant to be an exhaustive list of all potential
risks associated with an investment in the Fund. As well
as the risks of this particular product, you should also
consider how an investment in this product fits into your
overall portfolio. You should also consider whether the
Investment Amount of any investment in this product

is appropriate given the overall size of your investment
portfolio. Diversification of your investment portfolio can
be used as part of your overall portfolio risk management
to limit your exposure to failure or underperformance

of any one investment, manager or asset class. In
addition to reading the PDS in full, prospective Investors
should consult their own legal, tax and financial advisers
regarding all of these risks.

3.1.1. Global economic conditions

In recent times, equity markets have generally been more
volatile, and volatility in some markets has increased to
very high levels. Investing in highly volatile conditions
implied a greater level of risk for investors than an
investment in more stable markets. You should carefully
consider this additional volatility risk before making any
investment decision. A sustained recovery in global or
regional economics will depend on improved liquidity,

a restored positive economic outlook and a period

of stability in asset prices. Recently, there have been
concerted efforts and unprecedented stimulus actions
from governments across the globe to support world
economies. It is possible that these stimulus actions

(or their withdrawal) could have an adverse effect on
global economic conditions which may in turn affect the
performance of the Reference Assets.

3.1.2. Reference Asset risk

The value of, and returns (if any) from, your investment
in the Fund will depend upon the performance of the
Reference Asset relevant to your investments. There is a
risk that a Reference Asset will not increase in value, and
you will not be entitled to any potential Distributions (for
Variable Distribution Classes) and/or you will not make a
gain at Maturity (for Fixed Distribution Classes).

The period from June 2005 to July 2007 may be
characterised by generally favourable investment
conditions with rising equity markets and steady or
moderate increases in interest rates. Within that overall
period there were variations from this general trend (for
instance, in mid-2006). More recently from July 2007 and
in particular in the period from mid 2008 equity markets
have experienced periods of sharp falls and an upswing
in volatility. Accordingly, favourable investment conditions
will not necessarily prevail in any particular period or over
the longer term. As a result, the value of an investment
with exposure to a Reference Asset may decrease.

3.1.3. Credit risk - Macquarie

Investors in the Fund are exposed to the creditworthiness
of certain entities in the Macquarie Group of companies.
The Fund will enter into Investment Linked Swap
Arrangements with entities that are Macquarie Group
companies in the capacity of Swap Counterparty and
Collateral Counterparty.

The consequences of the relevant Swap and Collateral
Counterparties not being able to meet their obligations
are summarised below:

Swap Counterparty
The Swap Counterparty for each Class Portfolio of the
Offer will be Macquarie Bank Limited.

If the relevant Swap Counterparty fails to meet its
obligations under the Swap Agreement the Fund, and
consequentially, Investors may not get their entitement to
any Reference Asset Gain or Distributions. The Fund may
need to terminate a Swap Agreement if there is an event
of default, termination event, extraordinary event, certain
review events or certain corporate events relating to the
Swap Counterparty, which may lead to termination of the
investment, redemption of Units and early repayment of
the Investment Loan (and any Interest Loan). See Section
4.1 of Part Il of the PDS for more information.

Collateral Counterparty
The Collateral Counterparty for each Class Portfolio of
the Offer will be Macquarie Bank Limited.

If the Collateral Counterparty fails to meet its obligations
under the Collateral Agreement and the Loan Provider
cannot recover the full amount of the Cash Collateral by
enforcing the Collateral Security, the value of an Investor’s
Units may be reduced. However, for Limited Recourse
Investment Loan borrowers the Loan Provider may only
have recourse to your Units and their proceeds and to
your interest in the Cash Collateral, although you will
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be required to repay the principal and interest on your
Interest Loan (if applicable) together with any break costs
out of your own funds.

For Full Recourse Investment Loan borrowers, if the
Collateral Counterparty does not meet its obligations
under the Collateral Agreement, you will need to use
your own funds to cover any shortfall owing under
the Full Recourse Investment Loan if the value of your
Units (including any Cash Collateral recovered by the
Loan Provider by enforcing the Collateral Security) is
not enough to repay any amount outstanding on your
Investment Loan.

Please note that Investors should not assume that

the Cash Collateral that the Fund deposits with the
Collateral Counterparty will be a bank deposit, nor that
it will be covered by a government guarantee scheme.
This means that on a winding up of the Collateral
Counterparty the Fund could only rank as an unsecured
creditor of the Collateral Counterparty with equal priority
to other unsecured creditors.

Each Investor should conduct their own evaluation of
Macquarie Bank Limited and consult with their financial
adviser before investing in this product. There are a
number of factors that may be relevant to your evaluation
of Macquarie Bank Limited. Further information about the
Macquarie Group structure and Macquarie Bank Limited
(including its most recent financial statements) is available
on the Macquarie website at macquarie.com.au/au/
about_macquarie/company_profile/mgmt_organisation.
htm. The most recent financial statements for Macquarie
Bank Limited are available at macquarie.com.au/au/about_
macquarie/investor_information/annual_reports.htm.

The most recent published financial reports for Macquarie
Bank Limited are incorporated by reference into this PDS
and are available at macquarie.com.au/mfg/financials.
A copy of the financial statements of Macquarie Bank
Limited is available free of charge to Investors. Please
contact the Issuer on 1800 080 033 to obtain a copy.

3.1.4. Indicative performance caps

The indicative Term Performance Caps, Share
Performance Caps and Annual Performance Caps
stated on the Flexi Website may not reflect the actual
performance caps for each Unit Class as determined
on the Swap Start Date. Subject to the Minimum
Performance Cap for each Unit Class, there is a risk
that your maximum potential return for any Unit Class
may be lower than if the indicative performance caps (if
applicable) applied.

3.1.5. Early termination risk

The Swap Counterparty may terminate the relevant
Swap Agreement for any Unit Class early in a number
of circumstances (refer Section 4.1 of Part Il of the PDS
‘Investment Linked Swap Arrangements’).

For a Variable Distribution Class, the Swap Counterparty
is likely to review its hedging arrangements more
frequently than for a Fixed Distribution Class, and will do
so at least annually at the time the Annual Performance

Caps are determined. There is therefore a greater risk

of disruption to the ability of the Swap Counterparty to
hedge its exposure and/or of an increased cost of such
hedging (even at the minimum Annual Performance
Cap), and therefore a greater risk of a review event or an
extraordinary event occurring; for example, where market
volatility or interest rates increase substantially. In these
circumstances, the Swap Counterparty is more likely to
seek an early termination of the Swap Agreement for a
Variable Distribution Class; this could occur throughout
the Term, but is more likely to occur annually on the
anniversary of the Unit Issue Date.

Early termination of the Swap Agreement will lead to
termination of the investment, redemption of Units
and early repayment of the Investment Loan (and any
Interest Loan).

In addition, the Responsible Entity acting in the best
interests of unitholders may in its absolute discretion
terminate the Fund at any time. See Section 4.4 of Part ||
‘The Constitution’ for more information.

3.2.1. Collateral Counterparty default

If you borrow using the Full Recourse Investment Loan,

in the case of a Collateral Default, that is where the
Collateral Counterparty is unable to meet its obligations
under the Collateral Agreement, you will not be able to
Walk-Away from your investment with no further amounts
payable. You will be required to repay the principal and
interest on your Investment Loan and Interest Loan

(if applicable) together with any break costs out of your
own funds. For a further explanation of this risk see
Section 3.1.3 of Part | ‘Credit risk — Macquarie’.

3.3.1. Changes in the Annual Performance Cap

An investment in a Variable Distribution Class may
provide you with an annual Distribution based on the
performance of the Reference Asset, subject to the
relevant Annual Performance Cap (if any).

The applicable Annual Performance Cap for the second
and third Distribution Periods will be determined by the
Responsible Entity on or around the last business day in
the month prior to the months in which the second and
third anniversaries of the Unit Issue Date occur, based on
terms offered by the Swap Counterparty at the time. The
actual Annual Performance Cap for these periods could
be lower than the Annual Performance Cap which applies
in the first Distribution Period, but will not be less than the
Minimum Performance Cap specified on the Flexi Website.
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As a result, there is a risk that the potential return from an
investment in a Variable Distribution Class will be reduced
as a result of a reduction in the Annual Performance Cap
that applies in future Distribution Periods.

3.3.2. Capped performance risk

Over the Term of your investment, the total return

you receive through Distributions (if any) for every
Distribution Period from your investment in any of the
Variable Distribution Classes is likely to differ from the
performance of the Reference Asset from the beginning
of the Term to the end of the Term. In particular, the
return from an investment in a Variable Distribution
Class may be lower than the point to point return on the
Reference Asset as a result of the Annual Performance
Cap, which will limit the Distribution which can be paid in
any year.

3.4.1. Fixed investment

The Reference Asset for the Australian Equity Focus
Classes is the Australian Equity Focus Basket, which

is a fixed basket that is not actively managed. This
means that the composition of the Australian Equity
Focus Basket will not change over the Term, except in
limited circumstances such as a corporate event or an
adjustment event as outlined in Section 4.1.3 of Part |l
of this PDS. Accordingly, a Reference Asset Constituent
that performs poorly will not be replaced on the basis of
poor performance. In these circumstances, performance
of the Reference Asset may be adversely affected. See
the worked example in Section 2.2.2 of Part | of this PDS
for more information.

3.4.2. Individual share performance capping

As described in Section 2.2.2 of Part | of this PDS,

the Share Performance Cap applies to the individual
performance of each Reference Asset Constituent of
the Australian Equity Focus Basket, and not to the
performance of the whole basket. This means that the
performance of the basket may be lower, and will not be
higher, than the performance of the same basket where
the Share Performance Cap applied to the whole basket
rather than to individual stocks.

3.4.3. Concentration risk

The Reference Asset provides Investors with exposure
to twenty shares with large market capitalisation that are
listed on the ASX. As a result, its performance will be
based on the performance of a relatively small number
of shares compared with a broad market index such

as the S&P/ASX 200 Index. This means that the poor
performance of one Reference Asset Constituent will
have a greater effect on the Reference Asset’s overall
performance than the effect of one poorly performing
share in a broad market index.

Asia Long Short Classes have exposure to the MQ Asia
Long Short Fund. The MQ Asia Long Short Fund has
risks specific to it, including the risks sets out below.
Each of these risks can affect the value of an investment
in the MQ Asia Long Short Fund and that may affect the
value of an investment in an Asia Long Short Class.

3.5.1. Change of law

Future changes in law, regulation, practice or policy, in
the jurisdiction in which the MQ Asia Long Short Fund

is domiciled, or in markets where the MQ Asia Long
Short Fund invests, including changes to taxation,
corporate, banking, financial, regulatory, property and
money laundering laws, may adversely affect the MQ
Asia Long Short Fund. In particular, as the MQ Asia Long
Short Fund is domiciled in the Cayman Islands, Investors
are exposed to increased jurisdictional risks specific to
the Cayman Islands. This may adversely affect returns

to Investors.

In addition, differences in laws between countries or
jurisdictions may make it difficult for the Underlying Fund
Manager to enforce legal agreements entered into on
behalf of the MQ Asia Long Short Fund.

3.5.2. Master-feeder fund structure

The MQ Asia Long Short Fund adopts a ‘master-feeder’
fund structure. That is, the MQ Asia Long Short Fund
invests substantially all of its assets in an underlying fund.
Other Investors may also invest into this underlying fund.
This structure of multiple investment vehicles investing

in the same portfolio, presents certain unique risks to
Investors. In particular, a ‘master-feeder’ fund structure
generally entails greater risk for Investors because
Investors become less directly connected to the actual
underlying assets to which they have exposure.

Additionally, smaller investment vehicles investing in

the underlying fund may be materially affected by the
actions of larger investment vehicles investing in the
underlying fund. For example, if a larger investment
vehicle withdraws from the underlying fund, the remaining
investors may experience higher pro rata operating
expenses, thereby producing lower returns. Substantial
withdrawals of capital by investors in the underlying fund,
including the MQ Asia Long Short Fund, over a short
time period could necessitate the liquidation of securities
positions at a time and in a manner which does not
provide the most economic advantage to the MQ Asia
Long Short Fund and which therefore could adversely
affect the value of the MQ Asia Long Short Fund’s assets
and hence the value of the MQ Asia Long Short Fund.

3.5.3. Hedging transactions

The MQ Asia Long Short Fund may utilise financial
instruments such as forward contracts, options, futures
and swaps for hedging purposes. Hedging against

45


http://www.fundsfocus.com.au/managed-funds/Macquarie/flexi100.html

46

MACQUARIE FLEXI 100 TRUST

a decline in the value of a portfolio position does not
eliminate fluctuations in the value of such position or
prevent losses if the value of such position declines, but
establishes another position designed to gain from those
same developments, thus moderating the decline in the
value of the portfolio position being hedged. Hedging
transactions may also limit the opportunity for gain if
the value of the portfolio positions should increase. The
success of the MQ Asia Long Short Fund’s hedging
transactions is subject to movements in the direction

of security prices and currency and interest rates. The
degree of correlation between price movements of

the instruments used in a hedging strategy and price
movements in the portfolio position being hedged may
vary substantially. The MQ Asia Long Short Fund may
not seek to or may not be able to establish a significant
correlation between such hedging instruments and

the portfolio holdings being hedged. Such imperfect
correlation may prevent the MQ Asia Long Short Fund
from achieving the intended hedge or expose the MQ
Asia Long Short Fund to risk of loss.

3.5.4. Leverage

The MQ Asia Long Short Fund may borrow or employ
internal leverage. This leverage can magnify the gains
or losses relative to an unleveraged investment. The
MQ Asia Long Short Fund may also incur losses if they
are forced to dispose of assets at unfavourable prices
in order to repay interest or borrowings. Returns from a
leveraged investment will generally be more volatile than
returns from an unleveraged investment.

3.5.5. Liquidity of investment portfolio

The market for some securities in which the MQ Asia
Long Short Fund may invest may be relatively illiquid. The
liquidity of the markets in which the MQ Asia Long Short
Fund may invest generally have fluctuated substantially
over time. Liquidity relates to the ability of the MQ Asia
Long Short Fund to sell an investment in a timely manner
at a price around the prevailing market rates. The market
for relatively illiquid securities tends to be more volatile
than the market for more liquid securities. Investment of
the MQ Asia Long Short Fund’s assets in relatively illiquid
investments may restrict the ability of the MQ Asia Long
Short Fund to dispose of its investments at a price and
time that it wishes to do so. The risk of illiquidity also
arises in the case of over-the counter transactions. There
is no regulated market in such transactions, and the bid
and offer prices will be established solely by dealers in
these transactions.

3.5.6. Foreign currency markets

The MQ Asia Long Short Fund will seek to offset the
risks associated with fluctuations in currency exchange
rates through foreign exchange transactions where
investments are denominated in currencies other

than USD. The markets in which foreign exchange
transactions are effected are highly volatile, highly
specialised and highly technical. Significant changes,
including changes in prices, can occur in such markets

within very short periods of time, often within minutes.
Foreign exchange trading risks include, but are not
limited to, exchange rate risk, interest rate risk and
potential interference by foreign governments through
regulation of local exchange markets, foreign investment
or particular transactions in foreign currency. Accordingly,
currency hedging will not completely remove the risk
that foreign exchange fluctuations may have an adverse
impact on the value of the MQ Asia Long Short Fund.

3.5.7. Short selling

The MQ Asia Long Short Fund may sell securities of an
issuer short. If the price of the issuer’s securities declines,
the Underlying Fund Manager may then cover the

short position with securities purchased in the market.
The profit realised on a short sale will be the difference
between the price received in the sale and the cost of
the securities purchased to cover the sale. The possible
losses from selling short a security differ from losses that
could be incurred from a cash investment in the security;
the former may be unlimited, whereas the latter can only
equal the total amount of the cash investment. Short
selling activities are also subject to restrictions imposed
by the various securities exchanges, which restrictions
could limit the investment activities of the Underlying
Fund Manager.

If lenders exercise their rights to recall securities
borrowed and sold short, and the MQ Asia Long Short
Fund cannot borrow elsewhere, the Underlying Fund
Manager will be forced to close out the short sale
contracts and this may result in realised losses to the MQ
Asia Long Short Fund.

3.5.8. Derivatives

The MQ Asia Long Short Fund may use both exchange
traded and over the counter derivatives, including (but
not limited to) futures, forwards, swaps, contracts

for differences (‘CFDs’) and options. The relatively
small margin required to establish a position in these
instruments permits a high degree of leverage. As a
result, these instruments can be highly volatile and
expose the MQ Asia Long Short Fund to a substantial
risk of loss. Depending on the type of instrument, the
loss may exceed the amount invested and in some cases
may be unlimited. Exchange rules or restrictions may
prevent the liquidation of positions which could result

in further loss. Over the counter contracts may involve
additional risk as it may be difficult or impossible to
liquidate or unwind open positions.

3.5.9. Custody and broker credit risks

A prime broker will be responsible for the safekeeping of
all the investments and other assets of the MQ Asia Long
Short Fund delivered to it (the ‘Custody Assets’) other
than those transferred to the prime broker as collateral or
margin. The prime broker may hold the Custody Assets
with a sub-custodian, depository or clearing agent,
including a person connected with the prime broker
(each a ‘sub-custodian’) in a single account that is
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identified as belonging to customers of the prime broker. In
the event of an irreconcilable shortfall following the default
of any sub-custodian, the MQ Asia Long Short Fund may
share in that shortfall proportionately with the prime broker’s
other customers. The failure, bankruptcy or insolvency

of the prime broker or a broker may result in adverse
consequences for the assets of the MQ Asia Long Short
Fund and may in turn, have an adverse effect on the value
of the MQ Asia Long Short Fund. The Custody Assets
may be borrowed, lent or otherwise used by the prime
broker for its own purposes, in which case such Custody
Assets will become the property of the prime broker and
the Master Fund will have a right against the prime broker
for the return of equivalent assets only. To the extent that
any such custody assets are not held as collateral, or
otherwise used by the prime broker, those custody assets
will be subject to a first ranking fixed charge in favour of
the prime broker. The MQ Asia Long Short Fund will rank
as an unsecured creditor in relation to the Custody Assets
held as collateral or otherwise used by the prime broker
and, in the event of the insolvency of the prime broker, the
MQ Asia Long Short Fund may not be able to recover such
equivalent assets in full.

3.5.10. Counterparty risk

The MQ Asia Long Short Fund will be exposed to the
credit risk of parties with whom it trades or invests

and will also bear the risk of settlement default. Market
practices in the less developed markets in relation to
the settlement of securities transactions and custody
of assets will provide increased risk. The clearing,
settlement and registration systems available to effect
trades in such markets are significantly less developed
than those in more mature markets which can result in
delays and other material difficulties in settling trades
and in registering transfers of securities. These risks
may be more pronounced in respect of over the counter
derivative transactions which are not guaranteed by

a clearing house or exchange. Problems in relation to
settlement in these markets may adversely affect the
value and the liquidity of the MQ Asia Long Short Fund.

The MQ Asia Long Short Fund may also be subject
to credit and counterparty risk in respect of derivative
contracts they may enter into for hedging purposes,
or in respect of arrangements entered into with
service providers.

3.5.11.Credit risk

The MQ Asia Long Short Fund faces the risk that an issuer
of a security in which the MQ Asia Long Short Fund has
invested will default on its obligations due to insolvency or
financial distress, resulting in an adverse effect on the value
of the MQ Asia Long Short Fund’s investments.

3.5.12. Performance fees

The fact that the Underlying Fund Manager will also be
compensated based on the trading profits of the MQ Asia
Long Short Fund (by way of a performance fee) could
create an incentive for the Underlying Fund Manager to

make investments on behalf of the MQ Asia Long Short
Fund that are riskier or more speculative than would be the
case in the absence of such fees. Performance fees could
e made in respect of unrealised gains of the MQ Asia
LLong Short Fund that may never actually be realised.

3.5.13. Possible effect of redemptions

Substantial redemptions by investors in the MQ Asia
Long Short Fund could require the liquidation of
investments more rapidly than otherwise desirable to
raise the necessary cash to fund the redemptions and
to achieve an investment portfolio more appropriately
reflecting a smaller equity base.

3.5.14. Reliance on management

Although the directors of the MQ Asia Long Short

Fund have the ultimate authority and responsibility for
the management of the MQ Asia Long Short Fund all
decisions relating to the day to day investment of the MQ
Asia Long Short Fund’s assets have been delegated to,
and will be made by, the Underlying Fund Manager. The
MQ Asia Long Short Fund’s performance is therefore
largely dependent on the continuation of an agreement
with the Underlying Fund Manager and the services and
skills of its officers and employees, including in relation to
the allocation of capital. The loss of the Underlying Fund
Manager’s services (or that of one of its key personnel)
could materially and negatively impact the value or future
performance of the MQ Asia Long Short Fund.

3.5.15. Dividends

The MQ Asia Long Short Fund does not intend to pay
dividends, but intends instead to reinvest all of its income
and realised capital gains. The directors of the MQ Asia
Long Short Fund reserve the right to declare and pay
special dividends. The directors of the MQ Asia Long
Short Fund do not anticipate such dividends being paid
except in unusual circumstances.

3.5.16. Conflicts of interest

There will be no limitation with respect to the Underlying
Fund Manager’s other activities and investments or with
respect to the activities of other investment portfolios
managed by the Underlying Fund Manager. Accordingly,
conflicts of interest may occur.

3.5.17.Technology

The quantitative models developed by the Underlying

Fund Manager rely on in-house and third party tech