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A Time For Optimism

The current reporting season is like none other before it. The COVID-19 pandemic has provided many companies with
complex problems to solve, created unparalleled levels of uncertainty in financial markets and made forecasting or
interpreting financial results challenging to say the least. Questions that remain around expected timeframes for a return
to normality, the level of government support going forward, whether there will be a fiscal cliff and the possibility of further
waves of infection are among a myriad of pressing concerns.

We find it useful at times of extreme uncertainty to acknowledge what we do not know. We can be vigilant in monitoring
significant developments and understanding their likely impact on the companies we are invested in, but we are conscious
that we do not know:

e How COVID-19 will play out over the coming days, week and months;

e What letter of the alphabet the economic recovery will look like;

o What new crises will emerge on a go-forward basis; or

e How the sharemarket or particular stocks will perform over any short term period.

So the question is how to invest in an environment of such uncertainty, where the range of short term outcomes is wide
and will depend on events which are entirely unpredictable. Our response is to acknowledge these uncertainties and to
then focus on what we do know.

Australia is a great place to invest

Over the last 100 years the Australian sharemarket has delivered a double digit annualised return, one of the best
performances of any developed economy. We think it is extremely likely that Australia will continue to be a great place to
invest on a go forward basis. This is a function of a multitude of factors. Australia has a growing population and a healthy
demographic profile. As a stable capitalist based democracy there is the rule of law, a separation of powers, private
property ownership, comprehensive and compulsory education and a system of taxation that encourages innovation but
also protects the weakest members of society. Australia is resource-rich and geographically proximate to some of the
fastest growing economies in the world. There is an independent central bank and a Federal Government which is in a
strong relative fiscal position. We are confident that all of these elements will combine to continue to see Australia
outperform most of its developed world peers for decades to come.

ASX All Ordinaries Accumulation Index since 1900 (log scale)
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Australia will continue to grow

There will be more Australians in ten years time than today. Australia’s state capitals are consistently rated as some of
the world’s most liveable cities. National population growth has been strong, averaging an annual growth rate of 1.4%
over the past three decades. Treasury forecasts that in 2021 population growth will remain positive at 0.6% despite the
closure of international borders. If this crisis has demonstrated anything, it is that there is nowhere you would rather be
living. Migration demand will most likely accelerate once international travel restrictions are eased. A rising population will
drive long term growth in the consumption of goods and services. That means there will be more couches and computers
sold in ten years time than today, there will be more housing credit, there will be more insurance purchased, there will be
more demand for space in our cities and suburbs, there will be plenty of housing construction and roads built, and there
will be significant innovation.
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Uncertainty creates opportunity

Abundant caution generally results in attractive investment opportunities. At the moment caution is significant. Cash
holdings are significant. The All Ordinaries Index is 11% below its 2007 high made 13 years ago, despite GDP being more
than 65% higher than what it was then, including the effect of the current recession. And broad stockmarket indicators
suggest value is on offer.

The Shiller Cyclically Adjusted Price to Earnings Ratio is well below average.

Shiller CAPE Ratio - Australia
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The implied risk premium you get from investing in equities remains elevated and above the long term average.

ASX200 Implied Equity Risk Premium
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And Australia’s market capitalisation to GDP ratio is below the 20 year average, despite the negative impact of COVID-
19 on GDP in the most recent quarter.

ASX Market Cap / Australian GDP
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These indicators suggest that there is value on offer within the market if one were to take a medium term horizon. Given
we have little if any advantage in forecasting near term outcomes, taking a medium term view seems to be the most
sensible path forward, acknowledging that the road back to normality will be bumpy, and there may be some permanent
changes in behaviour. Albeit any behavioural changes are already appearing to be less significant than many thought
only a few months back, with the converse true in a few instances.

In a crisis the best companies tend to demonstrate their superior qualities. In recent weeks, many of our portfolio
companies such as Eagers Automotive, JB Hi-Fi, Mineral Resources, Nick Scali and Super Retail Group have updated
the market with positive trading updates. Understanding what we do and do not know helps us focus on what we see as
a key advantage, taking a medium term time horizon to invest in some of the best companies in the market which should
benefit from positive long term economic prospects. We are confident that the companies in which we are invested are
well positioned to recover and grow over the medium term.
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Auscap Long Short Australian Equities Fund

Fund Performance* Fund Exposures
Period Auscap All Ords July 2020 Average % NAV Positions
July 2020 1.5% 1.0% Gross Long 114.1% 38
Financial Year To Date 1.5% 1.0% Gross Short 14.5% 5
Since Inception 120.5% 88.5% Gross Total 128.6% 43
Annualised Returns 10.9% 8.6% Net / Beta Adjusted Net 99.6% 120.1%
Portfolio Commentary Sector Exposure - July 2020
The Fund returned 1.5% net of fees during July 2020. This ~ Communication b
compares with the All Ordinaries Accumulation Index return Services
of 1.0%. Average gross capital employed by the Fund was Consumer
|
114.1% long and 14.5% short. Average net exposure over Discretionary
the month was 99.6%. Over the month the Fund had on
average 38 long positions and 5 short positions. The Fund’s Consumer [
biggest exposures over the month were spread across the Staples
real estate, consumer discretionary, financials, materials
e . Energy
and communication services sectors.
inanci ]
Top 10 Investments” Financials
Aventus Group Nick Scali
. Healthcare "
Eagers Automotive Stockland
GDI Property Group Super Retail Group Industrials .
Macquarie Group Unibail-Rodamco-Westfield
Mi IR o Information |
Ineral Resources V|rg|n Money UK Technology
. . Materials M
Fund Financial Year Returns*
FY13 19.7% FY18 12.7% Real Estate I
FY14 46.0% FY19 (9.2)%
FY15 16.8% FY20 (19.9)% Utilities
FY16 20.1% FY21 1.5%
ASX200 Index
FY17 8.0%

-10% 0% 10% 20% 30% 40%

* Performance figures are calculated for the lead series net of all fees and expenses assuming the reinvestment of all distributions. Past performance is not a reliable indicator
of future performance.
A Top 10 long investments in alphabetical order as at 31 July 2020.
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© Auscap Asset Management Limited
Disclaimer

This newsletter contains performance figures and information in relation to the Auscap Long Short Australian Equities Fund ARSN 615 542 213 (Fund) from inception of the
Fund. The actual performance for your account will be provided in your monthly statement. Actual performance may differ for investments made in different classes or at
different times throughout the year. This newsletter is intended to provide general background information only. It is not a Product Disclosure Statement under the Corporations
Act 2001 (Cth), nor does it constitute investment, tax, legal or any other form of advice or recommendation to be relied upon when making an investment or other decision. The
content of this document does not constitute an offer or solicitation to subscribe for units in the Fund or an offer to buy or sell any financial product. Past performance is not a
reliable indicator of future performance. While all reasonable care has been taken to ensure that the information in this document is complete and correct, no representation or
warranty is given as to the accuracy of any of the information provided, including any forecasts. To the maximum extent permitted by law, Auscap Asset Management Limited
ACN 158929 143 AFSL 428014, its related bodies corporate, directors, employees and representatives are not liable and take no responsibility for the accuracy or completeness
of this document. No investment in the Fund should be made without fully reviewing the information, the disclosures and the disclaimers contained in the relevant disclosure
document, a copy of which is available at www.auscapam.com, or any supplement to that document and obtaining investment, legal, tax and accounting advice appropriate to
your circumstances. You are receiving this newsletter because we hold personal information about you, namely your contact details. You should view Auscap's Privacy Policy
to understand how your personal information will be used and processed. No part of this material may be reproduced or disclosed, in whole or in part, without the prior written
consent of Auscap Asset Management Limited.

Hong Kong

This newsletter has not been reviewed or approved by any regulatory authority in Hong Kong. This newsletter does not constitute an offer or invitation to the public in Hong
Kong to acquire the units in the Fund. Accordingly, unless permitted by the securities laws of Hong Kong, no person may issue or have in its possession for the purposes of
issue, this newsletter or any advertisement, invitation or document relating to the units in the Fund, whether in Hong Kong or elsewhere, which is directed at, or the contents of
which are likely to be accessed or read by, the public in Hong Kong other than in relation to the units of the Fund that are intended to be disposed of only to persons outside
Hong Kong or only to “professional investors” (as such term is defined in the Securities and Futures Ordinance of Hong Kong (Cap. 571) and the subsidiary legislation made
thereunder).

Singapore

This newsletter is being furnished to you on the basis that you are an “institutional investor” (as defined in the Securities and Futures Act (Chapter 289) of Singapore) and on
a confidential basis, solely for your information. This newsletter may not be reproduced, disclosed, or distributed to any other person in Singapore. Auscap Asset Management
Limited, as the responsible entity and manager for the Fund has not taken any steps to ensure that the capital markets products referred to in this newsletter are suitable for
any particular investor, and will not treat recipients as its customers by virtue of their receiving this document.

This newsletter has not been, and will not be, registered as a prospectus with the Monetary Authority of Singapore and this newsletter is not intended to constitute an offering,
and is not regulated by any financial supervisory authority pursuant to any legislation in Singapore. The investments or services referred to in this newsletter may not be suitable
for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this document
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise
constitutes a personal recommendation to you.

United Kingdom

This newsletter may be distributed in the United Kingdom only to persons who: (i) have professional experience in matters relating to investments in accordance with Article 19
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (“FPO’); or (i) to whom this document may otherwise be lawfully distributed
(all such persons together being referred to as “Relevant Persons”). This newsletter is only directed at, or available to, Relevant Persons and must not be acted on or relied on
by persons who are not Relevant Persons. Any investment or investment activity to which this document relates is available only to, and will be engaged in only with, Relevant
Persons.

United States

This newsletter may not be distributed in the United States and does not constitute an offer to sell, or a solicitation of an offer to buy, securities in the United States. Any
securities described in this newsletter have not been, and will not be, registered under the US Securities Act of 1933 and may not be offered or sold in the United States except
in transactions exempt from the registration of the US Securities Act, the US Investment Company Act of 1940 and applicable US state securities laws.

If you do not currently receive the Auscap Newsletter automatically, we invite you to register. To register please go to the website
www.auscapam.com and follow the registration link on the home page. Interested investors can download a copy of the PDS for the Auscap Long Short
Australian Equities Fund at www.auscapam.com/auscap-fund/pds. We welcome any feedback, comments or enquiries. Please direct them to
info@auscapam.com.

Auscap Asset Management Limited Service Providers

ACN 158 929 143 AFSL 428014 Email: info@auscapam.com Prime Brokerage: Citi Global Markets Tax & Audit: Ernst & Young
Lvl 30, 9 Castlereagh St, Sydney Web: www.auscapam.com Administration: Link Fund Solutions



