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The FIIG Strategy team have created three sample portfolios, each SR

with different characteristics. The three portfolios offer differing AUD Investment Grade
yields and levels of risk, and demonstrate investment options for

clients. AUD Investment Grade and High Yield

Multi-Currency Investment Grade and
This document has been prepared by FlIG Portfolio Strategy Services. High Yield

Opinions expressed may differ from those expressed by our Research group.

Summary . .

Leigh Winton
We are showcasing three sample portfolios helping clients target their risk and return Head of Portfolio Strategy
objectives. The portfolios include: +612 9697 8759

A 100% Australian dollar investment grade portfolio yielding circa 4.25% per annum, Leigh.Winton@fiig.com.au

A portfolio comprising Australian dollar bonds, both investment grade and sub
investment grade yielding around 5.25% per annum

Ahigheryield portfolio which includes foreign currency bonds yielding approximately
6.25% per annum.

These yields quoted are the weighted average yields to maturity (YTM) of the individual
bonds as of 12" July 2018.

Where we have utilised floating rate bonds, we estimate a fixed rate from an average BBSW
assumption via an interest rate swap curve, and for inflation -linked product we have a
2.5% inflation assumption, being the mid-point of the RBA target range of 2.00%-3.00%.

The portfolios are contained in the appendices at the end of this article, and there is a link
to them too.

Portfolio themes

These portfolios each have a minimum of twenty securities enabling a good level of issuer
diversification. This fits with our theme of limiting individual issuer exposure otherwise
known as single name concentration risk.

We use a mix of security types within our portfolios involving fixed, floating and inflation
linked bonds, and have suggested bands for the allocation of each of those security types.

Ratings wise, we look to incorporate a spread of differing ratings within the portfolio, and
we also display the area of the capital structure where our securities sit, although we
currently bucket senior secured and senior unsecured debt into one group called senior.

Sector wise, we look to have a spread across differing industries, although we have an
overweight position in Infrastructure and Financials in the Australian dollar portfolios. This
is due to Research having an Outperform recommendation on the two sectors.

In terms of the summaries for the portfolios, the initial investment amounts are all around
$2.5 million. The other attributes are the weighted averages for the purchase yield (YTM),
the purchase margin being the estimated spread over BBSW, the running yield being the

The contents of this document are copyright. Other than under the Copyright Act 1968 (Cth), no part of it may be reproduced, distributed or provided to
a third party without FIIG’s prior written permission other than to the recipient’s accountants, tax advisors and lawyers for the purpose of the recipient
obtaining advice prior to making any investment decision. FIIG asserts all of its intellectual property rights in relation to this document and reserves its
rights to prosecute for breaches of those rights.

...................................................................................................................................................................

fiig.com.au 180001 01 81

© 2018 FIIG Securities Limited | ABN 68 085661632 | AFS Licence No. 224659 | Sample Portfolios Page 1of 7



FIIG The fixed
income experts

Sample Portfolios

Portfolio Strategy Services

income from coupons, the weighted average term being the average time for cashflows to
be returned, and the modified duration representing the sensitivity to interest rates.

The Australian dollar investment grade (IG) portfolio

This portfolio has 22 securities (please refer to the link below or to Appendix 1) with all
weightings between 4% and 5%, yielding 4.25% per annum.

The security mix fits with our suggested bands of between 20% and 50% weighting for fixed
rate bonds, 25% and 50% for floating rate bonds, and between 15% and 35% for inflation
linked bonds.

We have traditionally had a larger allocation to inflation linked securities, but the
decreased allocation results from a reduction in supply of inflation-linked securities, and
recognition of the correlation between floating rate and inflation linked bonds.

All of the securities have an investment grade rating from one of the major ratings
agencies, with BBB- being the cut-off for IG in S&P terminology.

More than two thirds of the portfolio is in senior debt and almost half (47%) of the bonds
are related to infrastructure, which is normally a stable sector exhibiting low volatility.

The largest weighting bond is Sydney Airports 2030 inflation linked security and the
smallest weighting is Queensland Treasury’s 2033 bond.

The Australian dollar mixed portfolio (investment grade and sub investment grade)

This portfolio has 25 securities (please refer to the link below or to Appendix 2) with
weightings between 2.2% and 6.1%, yielding 5.26% per annum.

The security mix still fits with our suggested bands above, but around 40% of the portfolio
is sub investment grade (below BBB-).

All of the sub IG bonds have an Outperform recommendation by FIIG Research except for
Metro which is a recent asset-backed security (ABS) deal backed by car loans. Research
may or may not choose to cover this going forward but the bond was included due to its
recent popularity with a relatively short weighted average life (WAL) expectation of 2.3
years.

The portfolio has a 65% allocation to senior debt, a 44% allocation to infrastructure, a 19%
allocation to Other Financials, an 8% allocation to ABS products and a 4% allocation to
insurance. This again fits with our overweight position in infrastructure and financials.

The largest weighting bond is JEM NSW Schools 2035 inflation linked security and the
smallest weighting is Impact Group’s bond, maturing in 2021.

The mixed higher yielding portfolio with foreign currency bonds

This portfolio has 29 securities (please refer to the link below or to Appendix 3) with
weightings between 1.4% and 13.7%, yielding 6.27% per annum.

The security mix is greatly skewed towards fixed rate bonds, partly because almost all our
available foreign currency bonds are fixed rate, and because we’ve chosen to eliminate the
inflation linked securities in pursuit of yield.

As with the mixed Australian portfolio the sub IG Australian bonds all have an Outperform
recommendation by FIIG Research except for Metro.
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The US dollar bonds are chosen being securities we believe offer relative value or are
names we believe will be relatively stable credit wise.

The portfolio has a 57% allocation to senior debt, a broader range of sectors with 28%
Resources and 24% Other Corporate and a currency split of 61% in US dollars, 37% in
Australian dollars and 2% in British pounds.

The largest weighting bond is an NCIG (Newcastle Coal) security and the smallest
weighting is in NRW. The NCIG, BHP and QBE all have minimum size restrictions which
partly account for the weightings.

The largest holding NCIG bond is senior debt to a holding company, making it structurally
subordinate and often described as junior sub ordinated debt. Nevertheless, we like the
bond which pays 12.5% coupons, and it is rated Outperform by FIIG Research with Stable
sector outlook.

Conclusion

The intention of the three portfolios is to provide new and existing customers with a
suggestion of names and yields with differing levels of associated risk.

Please click on the links below to view the individual portfolios and ask your relationship
manager or ourselves in Strategy if you have any questions on the portfolios and their
composition.

Links

Australian dollar 100% Investment Grade View PDF
Mixed Australian dollar IG and sub IG View PDFE
Higher yield portfolio with foreign bonds- View PDF
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Appendix 1 - AUD investment grade portfolio

Cost Value (capital)
st Value (accrued)

‘ Cost Value (gross)
FIIG The Flxed Purchasa Yield

income experts Purchase Margin
Running Yield
WA Term
Mod Duration
Investment Portfolio - Sample AUD IG Portfolio July 2018
12 . 2018
ype 2 )
20,000 SYDAIR-ILB-3.12%-20Now3D CIB Senior Debt  BBB+ Infrastructure 137.74  §123,004
180,000 MPC-1AB-31Dac2t 1AB Senior Debt Al Infrastructure 8433 $121,308
120,000 JEM MW Schools LAB-0%-28MNov33 1AB Senior Debt A+ Infrastructure 29.40 3119.392
135,000 PJS-1AB-0%-15Jund0 1AB Senior Debt A- Infrastructure: 87.51 $118,143
110.000 PRAECO-7.132588%-28Jul20c FCE  Senior Debt EEB Infrastructure 106.20  $116.930
110,000 LENDLEASE-6%-13May20 FCB  Senior Debt BBB- Property 10485 $115443 X
000 Asciano-540%-12May27 FCB  Senior Debt BEB- Infrastructure 106525 116,545 $1.040 F117.504 4.6% 6.08 4.57% 1.82% 5.10%
000 BENAU-BBESW+2.80%-8DecZic FRN LowerTier2 BBB- Regional Bank 105.02  $115,522 407 F116.012 46% 0.24 3.48% 1.23% 4.62%
000 QNB-4.00%-1Feb28 FCB  Senior Debt A International Bank 10480  $115,080 $2.458 F117.516 4.6% T.44 4.31% 1.52% 4.68%
0o AdamiAbbot-7.10%-20May20 FCB  Semor Debt BBB- Infrastructure 103.80  $113.850 .09 $114.880 46% 173 511% 2.03% 6.86%
000 ENBD-4.75%-2Feb28 FCB  Senior Debt A International Bank  104.40  §114,340 2,288 FUT 106 4.5% 7.52 4.19% 1.38% 4.55%
110.000 Sungp-BBSW 2 05%-180ec24 FRM  Senior Debt BEB Infrastructure 10402 3114417 3347 $114.783 4 5% 081 309% 1.34% 305%
120,000 DBCT{DALRYMPLE-FRN+30bps-09Jun21 FRN  Senior Debt EEB Infrastructure 24.80 F112,780 $263 F114,023 4.5% 0.13 4.37% 222% 240%
110,000 IAG-BESW+2.10%-15Jun24c FRMN  Lower Tier 2 EEB Insurance 10272 $112,004 $388 $113383 4.5% 0.52 4.13% 1.58% 4.05%
110,000 ConQuest 2018-1 C FRMN MBS At RMBS 102.25  $112.475 30 $112475 4.5% 3.20 5.10% Z243% 471%
000 Apollo 2018-1C FRN MBS RMBS 10200  $112,200 41 $112.241 4.5% 342 4.74% 1.04% 4.34%
aoa Aroundbown-£ 50%-14May25 FCB  Senior Debt  BBB+ Property 101.85 $112.035 3847 $112.882 4.4% 572 4. 18% 1.58% 4.42%
000 AURIEZON-4.0%-21Jun24 FCB  Senior Debt  BBB+ Infrastructure 101.55  $111.705 3300 $112,005 44% 5.23 AT1% 1.17% 3.04%
.000 DBS-BESW+1.58%-16Mar23c FRM  Lower Tier 2 B International Bank 101486  $111,802 3307 $111,000 4.4% 0.22 3.E0% 1.24% 2.50%
110,000 BOQ-BBESW+1.85%-01May23c FRN LowerTier2 BBB- Regional Bank 101.32  $111,530 3888 112418 44% 026 3.00% 1.53% 2.B82%
100,000 AAI-BBEESW =3 20%-60ct2lc FRM BBBE+ Insurance 106.80  $106,335 $144 $107.020 4.3% 0.50 3.84% 1.43% 4.02%
75,000 QTC-6 5%-14Mar33 FCB Ab+  Semi-Government 13881 3103961 $1.843 $105.803 41% 1015 3.18% o2M% 469%
Security Types Structure . Sectors Projected Cashflows
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Appendix 2 - AUD investment grade and high yield portfolio

Cast Value (capital) [ FEL RS

Cost Value (accrued) 512,615
Cost Value (gross) [ ~ERE: g
FIIG The Fixed Purchase Yield 526%
inceme experts Purchase Margin 283%
i 5.58%
785
2.78

Investment Portfolio - Sample AUD HY Portfolio July 2018

12 July. 20
Accrued CostValue Portfolio
Interest Weig arg
180.000 JEM NSW Schools LAB-0%-28Novas IAB  Senior Debt A+ Infrastructure 9048 3150.189 30 5159.188 G.1% 740  493%  1.94% 3.70%
200,000 MPC-lAB-31Dec25 1AB Senior Debt Al Infrastructure 8423 5128484 30 5128464 49% 228 460% 20% 378%
80,000 SYDAIR-ILB-3.12%-20Nov3l CIB  Senior Debt BBB+  Infrastructure 13774 5123964 S570 5124534  4.8% 7.7  5.18%  228% 2.90%
110.000 Apolio 2018-1C FRN MBS A RMES 10175 3111.825 341 3111965  4.3% 342  474%  1.84%  4.35%
100,000 PRAECO-7.132568%-28Jul20c FCB ‘Senior Debt BEB Infrastructure 106.30 $106,300 $1.547 $107.847 4.1% 1.88 3.80% 181% B.71%
100,000 Ascianc-5.40%-12May27 FCB  SeniorDebt BBB-  Infrastructure 10585  5105.850 5854 5106804  41% 6.86  457%  181% 5.10%
120.000 PJS-IAB-0%-15Jun30 1AB Senior Debt A- Infrastructure 8751 5105.016 $0 $105.016 40% 460 4.05% 206% 4.10%
110,000 DBECT(DALRYMPLE)}-FRN+30bps-0@Jun21 FRN ‘Senior Debt BEB Infrastructure 9480 $104.280 241 3104521 40% 0.18 437T% 221% 2.40%
100,000 AdaniAbbot-7.10%-28May20 FCB  Senior Debt BBB-  Infrastructure 10350 $103.500 3028 3104420 40% 173 511%  3.04%  6.80%
100.000 Sungrp-BBSW+2 05%-16Dec24 FRN Senior Debt BBEB Infrastructure 104 02 5104018 3315 3104334 40% 0861 303% 134% 305%
100,000 Moneytech-BESW-+4.65%-17Apr20c FRM LowerTier2 NR Other Finangials 10270 $102.700 518 5102882  40% D005  5.00%  303% 6.55%
140.000 WAS-7.75%-28Jun21 FCB  SeniorDebt NR Froperty 10275 3102750 3366 S103.118 40% 264  04T%  432% 7.54%
100.000 |AG-BBSW+2 10%-15Jun24c FRN Lower Tier2 BBB Insurance 10273 $102.726 $353 $103.078 40% 052 413% 158% 4.05%
150,000 NRW-7.50%-10Dec20 FCB  SeniorDebt NR Other Corporate 10280  $101.869 5544 5102213 40% 224  530%  3.10% 7.20%
100.000 Conuest 2018-1 C FRN MBS At RMBS 10225  $102.250 30 5102250 4.0% 320  5.10%  243%  471%
100,000 ZipMoney Trust 2017-1 B FRN ‘SubDebt NR Other Financials 101.10 $101,100 $13 3101231 290% 009 6.68% 462% 7.90%
100,000 PMP-6.43%-17Sept10 FCB  SeniorDebt  NR Other Corporate  100.80  $100.800 52,114 5102814  20% 1.0 E71%  367% 6.38%
100.000 Aroundtown-4 50%-14May25 Fca Senior Debt BEB+ Property 10185 5101.850 §770 $102.6820 39% 579 418% 155% 442%
100,000 BOQ-BBSW+1.85%-01May23c FRN Lower Tier2 BBB- Regicnal Bank 10139 $101.301 $807 $102,108 30% 028 2.00% 153% 3.82%
5,000 SCT-7.65%-24Jun21 FCB  SeniorDebt NR Infrastructure 10580 5100510 $437 5100847  38% 262  548%  333% 7.23%
80.000 StockCo-8 75%-60ct21c FcB SubDebt NR Other Financials 106 25 305625 5219 505 844 37% 282 6.50% 433% 824%
00,000 Axsess BESW+8.50% 00ct2le FRN  SubDebt MR Other Finangials ~ 103.15 302,835 5148 $02083 26% 031 7.08%  407%  B.30%
20,000 Metro 2018 1-E FRN MBS NR Other Financials 10150 $91.350 $567 391817 36% 044 TI7%  480%  7.31%
70,000 VIRGIN-8.25%-30May23 FCB ‘Senior Debt B- Other Corporate 103.50 $72.450 §738 $73.188 28% 304 7.38% 400% 7.97%
70,000 IMPACT-8.50%-12Feb21 FCB  SeniorDebt NR Other Corporate  103.00 367,880 3848 $58.528 22% 228 T.00%  487% B.25%
. Regianai .
Security Types Structure Sectors sarn sk Projected Cashflows
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Appendix 3 - Foreign currency portfolio

Cost Value (capital) [P CLY ]
Cast Value {accrued) 531,430
Cost Value (gross) [T LES ]
FHG e fsed e

income experts

Investment Portfolio - Sample Foreign Currency Portfolio July 2018

12 July. 2018
Holding Security Description -
200,000 NCIG-12.5%-31Mar2Te - USD FCE  SenorDebt B+ Resources 12575 5341812 59808 $351611  137% 640  828%  533%  004%
200,000 BHP BILLITON-6.75%-1280ct25c- USD FCB  LowerTier2 BBB: Resources 10075 $208,147 44 302578 12.0% 560 512% 223%  6.15%
200000 QBE-5.875%-17Jun26c-USD FCE  Lower Tier2 BBB-  Inswance 00.85 3270.709 §1.288 $271.205 10.8%  6.21 5.93% 303% 5.80%
100,000 StockCo-8.75%-80ct21e: FCB  SubDebt NR Other Financials 10625  §106,250 5243 §106403  43% 282  650%  438%  B4%
100,000 ZpMoney Trust 2017-1 B FRN  SubDebt MR Other Financials 101.10 101,100 1231 $101.231 4.1% 000 8.80% 482% T7.00%
70.000 VIRGIN-B.5%-15Mov18-USD FCB  SeniorDebt B- Dther Corporate 102.35 307.315 §1.369 $08.585 3% 124 8.81% 380% B.30%
90,000 AdaniAbbot-7.10%-20May20 FCE  SemorDebt BBB-  Infrastruchurs 103.50 593,150 5633 $03983  38% 173 A% 303%  6.86%
50,000 SPRINT-7.875%-155ep23-USD FCB  SeniorDebt B Telecom 105.20 71,022 §1.708 $73720 20% 412 B.51% 382% TH4a%
50,000 RackSpace-8.025%-15Nov24-USD FCE  SenorDesbt B Other Corporate 102,00 560,273 5003 $70266  28% 475  821%  532% B46%
50,000 AVON-7.875%-15Aug22-USD FCB  SemorDebt BB-  Other Corporate 100.85 568,402 52243 $70736  27% 333 T83%  4Te%  TEI%
50,000 JCP-5.875%-01Jul23-USD FCB  Senior Debt B+ Dther Corporate 85.13 584,804 5168 $64.770 26% 419 7.08% 4.17% 6.18%
50,000 CALPINE-5.75%-15Jan25-USD FCB  SeniorDebt B Energy 275 562,001 5067 $63678  25% 535  T.A2%  423%  620%
0,000 VIRGIN-B.25%-30May23 FCB  SenorDebt B- Other Corporate 103.50 382,100 5632 $62732 25% 3. 7.38% 4% TOT%
30,000 EIGROUP-6.675%-09May25-GBP FCB  SeniorDebt BB- Dther Corporate 11375 sa81.207 5683 $61.506 25% 545 451% 309% 6.04%
40,000 KCN-5.95%-15M3ar2026-USD FCE  SemorDebt BBB-  Resources 10475 556,013 51.087 67000 23% 470  408%  209% 568%
40,000 HCA-5.25%-15Apr25-USD FCB  Senior Debt BBB-  Other Corporate 102.50 $56,234 21 $56.055 22% 558 484% 176% 6.07%
50,000 SCT-7.85%-24Jun21 FCE  SeniorDebt NR Infrastructure 105.80 352,800 5230 $53.130 21% 262 5.48% 333% T723%
50,000 Axsass-BBSW-+6.50%-80ct20c FRN  SubDebt NR Other Financials 103.15 351,575 582 $51657  21% 031 7.08%  407% 8.30%
50,000 Moneytech-BBSW+4.85%-1TApr20c FRN  LowerTier2 MR Dther Financials 102.70 351,250 -59 $51.341 21% 0.05 5.10% 303% 6.55%
50,000 ConQuest 2013-1 C FRN MBS A+ RMBS 10225 361,125 50 $61,125  21% 320  510% @ 243% 471%
50,000 Apollo 2018-1C FRN MBS A RMBS 102.00 551,000 513 51018 21% 342 474%  104%  4.34%
50,000 Metro 2018 1-E FRN MBS NR Other Financials 101.50 $50.750 5315 $51.085 20% D044 TAT% 480% T31%
50,000 PMP-5.43%-17Sept19 FCE  SemorDebt  NR Qther Corporate 100.80 550,400 51,057 $51457  20% 110  571%  388%  6.38%
40,000 TEVA-2 B0%-21.Jul23-USD FCB  SeniorDebt BB Other Financials B0.B5 $48,700 §740 $40448 1.0% 450 E17T% 228%  312%
40,000 Asciano-5.40%-12May27 FCE  Senior Debt BBB- Infrastructure 105.85 342,380 5382 42762 1.7% 6.26 4.5T% 1.82% 5.10%
50,000 IMPACT-8.50%-12Feb21 FCB  SeniorDebt NR Other Corporate 103.00 541,200 5604 $41804  17% 228 T.00%  487% B25%
40,000 IAG-BBSW+2.10%-15Jun24c FRN  Lower Tier2 BBB Insurance 10273 $41,000 141 $41232 1.7% 0.52 4.13% 1.58% 4.05%
50,000 WAS-7.75%-200n21 FCB  SeniorDebt NR Propery 10275 535,08 5131 $36827  15% 264  B4TR  432%  T54%
50,000 NRW-7.50%-18Dec20 FCE  SemorDebt NR Other Corporate 102.80 533,300 5181 534,071 14% 224 530%  319% 7.30%
Security Types Ratings Currencies Projected Cashflows
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FIIG Securities Limited (‘FIIG’) provides general financial product advice only. As a result, this document, and any information or advice, has been
provided by FIIG without taking account of your objectives, financial situation and needs. FIIG’s AFS Licence does not authorise it to give personal
advice. Because of this, you should, before acting on any advice from FIIG, consider the appropriateness of the advice, having regard to your
objectives, financial situation and needs. If this document, or any advice, relates to the acquisition, or possible acquisition, of a particular financial
product, you should obtain a product disclosure statement relating to the product and consider the statement before making any decision about
whether to acquire the product. Neither FIIG, nor any of its directors, authorised representatives, employees, or agents, makes any representation or
warranty as to the reliability, accuracy, or completeness, of this document or any advice. Nor do they accept any liability or responsibility arising in
any way (including negligence) for errors in, or omissions from, this document or advice. FIIG, its staff and related parties earn fees and revenue from
dealing in the securities as principal or otherwise and may have an interest in any securities mentioned in this document. Any reference to credit
ratings of companies, entities or financial products must only be relied upon by a ‘wholesale client’ as that term is defined in section 761G of the
Corporations Act 2001 (Cth). FIIG strongly recommends that you seek independent accounting, financial, taxation, and legal advice, tailored to your
specific objectives, financial situation or needs, prior to making any investment decision. FIIG does not provide tax advice and is not a registered tax
agent or tax (financial) advisor, nor are any of FIIG’s staff or authorised representatives. FIIG does not make a market in the securities or products
that may be referred to in this document. A copy of FIIG’s current Financial Services Guide is available at www.fiig.com.au/fsg.

An investment in notes or corporate bonds should not be compared to a bank deposit. Notes and corporate bonds have a greater risk of loss of
some or all of an investor’s capital when compared to bank deposits. Past performance of any product described on any communication from FIIG is
not a reliable indication of future performance. Forecasts contained in this document are predictive in character and based on assumptions such as
a2.5% p.a. assumed rate of inflation, foreign exchange rates or forward interest rate curves generally available at the time and no reliance should be
placed on the accuracy of any forecast information. The actual results may differ substantially from the forecasts and are subject to change without
further notice. FIIG is not licensed to provide foreign exchange hedging or deal in foreign exchange contracts services. FIIG may quote to you an
estimated yield when you purchase a bond. This yield may be calculated by FIIG on either A) a yield to maturity date basis; or B) a yield to early
redemption date basis. Some bond issuances include multiple early redemption dates and prices, therefore the realised yield earned by you on the
bond may differ from the yield estimated or quoted by FIIG at the time of your purchase. The information in this document is strictly confidential. If
you are not the intended recipient of the information contained in this document, you may not disclose or use the information in any way. No
liability is accepted for any unauthorised use of the information contained in this document. FIIG is the owner of the copyright material in this
document unless otherwise specified.

The contents of this document are copyright. Other than under the Copyright Act 1968 (Cth), no part of it may be reproduced, distributed or provided to
a third party without FIIG’s prior written permission other than to the recipient’s accountants, tax advisors and lawyers for the purpose of the recipient
obtaining advice prior to making any investment decision. FIIG asserts all of its intellectual property rights in relation to this document and reserves its
rights to prosecute for breaches of those rights.
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