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Will A Focus On Short Term Results Benefit Long Term
Performance?

Auscap’s views discussed below are based on factual information available to us at the date of publication of
this newsletter. Our views and market conditions as expressed below may change without notice. There is a risk
that investments will not perform as expected, which could have an adverse impact on the performance of the
Auscap funds. Past performance is not a reliable indicator of future performance. Any advice in the below is
general only in nature and does not take into account a particular person’'s objectives, financial situation, needs
or circumstances. Because of that, before making any investment decision, you should consider — with or
without the assistance of a qualified adviser(s) — the appropriateness of any advice in the below to you, having
regard to your objectives, financial situation, needs and circumstances. While all reasonable care has been
taken to ensure that the information below is complete and correct, no representation or warranty is given as to
the accuracy of any of the information provided.

Much is being made of the fact that the vast majority of active fund managers are underweight Commonwealth Bank of
Australia (CBA). Its strong performance in recent years has led to widespread active management underperformance
because it represents over 10% of the All Ordinaries Index. Should this positioning be criticised or encouraged? Is it
sensible for investors to have over 10% of their domestic equities portfolios invested in a large domestic retail bank, or
are fund managers acting rationally in being less exposed to this one company than the broader market?

If there is one certainty, it is that the future will not look like the past. No two sets of circumstances are the same. The
companies that exist at various points are different. The reactions of governments and societies to events can vary. This
makes investing challenging enough. But added to this, investment markets, if they were presented with the exact same
scenario as one recently experienced, would react differently to the way they did initially, precisely because everyone
would have the knowledge of how markets reacted to that event or set of circumstances previously. Some initial reactions
to the COVID-19 pandemic were similar to those witnessed during the Spanish flu pandemic of the early 20t century,
including the quarantine periods imposed, but because of that experience, changes in society and medical and
technological developments, there were far more differences than similarities between the two periods. This is what
makes investing an intellectually interesting exercise.

Markets are unpredictable. And so they do unpredictable things. Pro Medicus, a global leader in healthcare imaging
software, is currently trading on more than 100x forecast FY26 revenue and more than 200x forecast FY26 earnings with
a market cap that is bigger than Brambles, the global leader in pallet supply, Sigma Healthcare, the owner of the dominant
pharmacy chain Chemist Warehouse or REA Group, Australia’s leading property portal. It has a great product, a market
leading position and lots of opportunities for growth, but so do these much larger companies that all earn more than five
times as much as Pro Medicus. Why didn’t the share price stop at 100x forecast earnings, or 75x, or 50x? Was it
predictable that this would happen, and so as long as one was convinced of the progress of the product then one should
have bought in?

Pro Medicus Total Shareholder Return Decomposition
140x

120x

100x

80x

60x

40x

20x

Ox
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Cumulative Dividend Return B Cumulative EPS growth (N12M) m Price to Earnings Multiple Expansion

Source: FactSet, Auscap

Page | 1



[ ]
Newsletter — July 2025 e AuMscamp

Since 2015, Pro Medicus’ forecast earnings per share (EPS) is up by an excellent 16 times, and the company has paid
modest dividends. But an investment in Pro Medicus is up 132 times, meaning that multiple expansion, or paying more
for each dollar of earnings, has been the difference between a $100,000 Pro Medicus investment in 2015 today being
worth $1.6m and $13.2m. There can be valid reasons for multiple expansion over time, such as an increase in the
durability of a business moat or the demonstration of wider applicability of a product, but this level of contribution is
extreme.

Will buying a business with great growth prospects on an extremely elevated price to earnings ratio always lead to an
attractive shareholder return? It could, but if the ratio falls significantly in the near term, for whatever reason, it may take
many years of sustained earnings growth just to breakeven. History is littered with examples where periods of extreme
valuation are followed by periods of mean reversion. After the dotcom crash it took Microsoft 17 years to make a new
stock high, despite remaining as the dominant global computer software company throughout this period and growing its
EPS by over 285%.

Microsoft Share Price & EPS

$70 $3.50
$60 ) $3.00

NA
$50 "l $2.50
$40 $2.00
$30 A" /V.h $1.50
LA A A WM\
$20 7 $1.00

$10 $0.50
$0 $0.00
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016
e Share Price - LHS EPS - RHS

Source: FactSet, Auscap

Cisco, the multinational digital communications technology conglomerate based and listed in the USA, is today still not
back to its peak share price that it made in 2000, some 25 years ago, despite EPS having grown over 600% during this
period.

Cisco Share Price & EPS
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These companies were expected to experience strong EPS growth which led to investors rationalising elevated multiples
at the time. Despite this being correct, investors who purchased near the peak were underwater on their investment for
many years.

At the other end of the spectrum, who would have predicted a decade ago that the hottest stock on the ASX in FY25
would have been a domestic bank offering a low dividend yield and anaemic earnings growth, both historical and
anticipated, in a competitive and largely commoditised domestic environment, while trading on the most expensive
multiple of earnings that an Australian bank has traded on in the last 30 years? And yet, the same could have been said
about CBA two years ago, and it has continued to perform strongly, rallying another 80%. We also suspect an objective
outsider would recoil at the suggestion that more than 10% of a domestic equities portfolio should be invested in such a
stock. That it has delivered such strong returns does not change the sense in having a lower exposure to the company.
There are many possible paths markets can take and sensible investing involves making decisions that are likely to
deliver satisfactory returns irrespective of the path that eventuates.

Our core belief is that successful long term investing is about having a sound process that will lead to solid results over
time. A fixation on short term relative performance against an index risks damaging a sound investment process. The
reality is that over the short term noise is highest and the performance of stocks can be driven by many factors, including
those that have no relationship to company performance, such as the flow of capital. A focus on relative performance
against an index also drives consideration of the constituents of the index, even though its composition is a function of
what has happened historically and not what is sensible going forward. This all has the effect of taking the focus off the
process and placing most emphasis on the outcome. To use a sporting analogy, this is akin to a golfer focusing on what
score he or she is going to shoot, rather than playing each shot on its merits and focusing on the process of executing
these individual shots. In our experience focusing on the outcome rarely works and is often counterproductive.

In our view the underweight in CBA by domestic fund managers appears sensible, assuming that in aggregate active
managers are invested in businesses with better medium term prospects than CBA. To criticise the decision to be
underweight such a stock is to focus on the result, rather than the process. And such conclusions can often lead to future
decision-making mistakes. Short term market outcomes are often random, a function of market forces that at times have
little to do with fundamentals. A focus on short term results will have the tail wagging the proverbial dog and, we are
confident, lead to poorer long term outcomes.

To deal with uncertainty we continue to focus on our investment process. We aim to own a selection of market dominant,
high quality businesses with good long term growth prospects, with discipline around the price we are willing to pay for
and hold onto these investments. Our core belief is that the total return delivered by equities over time will be a function
of the earnings they generate today plus the growth in earnings they deliver, assuming we have not materially overpaid
in acquiring the asset in the first place. So our focus is on identifying these businesses and paying a fair price or better
for them. This will certainly lead to different results from the index, with the objective of more attractive longer term returns.
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Auscap High Conviction Australian Equities Fund

Fund Performance*

Fund Exposures

Period Auscap All Ords June 2025 Average % NAV Index
June 2025 (0.2%) 1.4% Equities 95% 100%
Financial Year To Date 12.4% 13.2% Cash 5% 0%
Since Inception (Dec 2012) 462.2% 220.0% Beta Adjusted Exposure” 98% 100%
Annualised Returns 14.7% 9.7% Positions 43 499
Portfolio Commentary* Top 20 Investments”?
The Fund returned negative 0.2% net of fees during June ARB Corp Macquarie Group
2025. This compares with the All Ordinaries :
AUB Gro NIB Holdings
Accumulation Index return of 1.4%. i L
During June, the Fund’s exposure to the financials sector Breville Group Nick Scali
contributed most posﬂwgly to returns, while exposure to CAR Group Qube Holdings
the consumer discretionary sector was the most
significant detractor. Charter Hall Retail REIT REA Group
Over the month, Macquarie Group was the largest CSL R
positive contributor to performance. Nick Scali was the eece
most significant detractor from performance. Eagers Automotive Reliance Worldwide
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* Performance figures are calculated for the Monthly Class net of all fees and expenses and assuming the reinvestment of all distributions. Note, as at 1 January 2021, the
Series Class was consolidated into the Monthly Class. Prior to 1 December 2024, the fund was called the Auscap Long Short Australian Equities Fund and was able to
short sell and use leverage as part of its investment strategy. Past performance is not a reliable indicator of future performance.

* Beta adjusted exposure adjusts the portfolio for the beta, or share price volatility, of the stocks relative to the All Ordinaries Accumulation Index.

A Top 20 investments in alphabetical order as at 30 June 2025.
#Average sector exposure during June 2025.
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Auscap Ex-20 Australian Equities Fund

Fund Performance*

Period Auscap Index**
June 2025 (0.1%) 1.0%
Financial Year To Date 15.5% 16.4%
Since Inception (Dec 2023) 30.1% 28.6%
Annualised Returns 18.1% 17.2%

Portfolio Commentary*

The Fund returned negative 0.1% net of fees during June
2025. This compares with the S&P/ASX 300 Ex S&P/ASX
20 Index return of 1.0%.

During June, the Fund’s exposures to the financials and
health care sectors were the largest positive contributors
to returns. The Fund’s exposures to the materials and
consumer discretionary sectors were the largest
detractors to returns.

The Fund’s holding in Northern Star was the most
significant detractor from performance.

Fund Exposures
June 2025 Average

Equities
Cash
Beta Adjusted Exposure*

Positions

Top 20 Investments”
ALS
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AUB Group
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IDP Education
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* Performance figures are calculated for the General Class net of all fees and expenses and assuming the reinvestment of all distributions. Past performance is not a reliable

indicator of future performance.

** Index used is the Benchmark for the Auscap Ex-20 Australian Equities Fund, being the S&P/ASX 300 Ex S&P/ASX 20 Index.
* Beta adjusted exposure adjusts the portfolio of the Fund and of the Benchmark (being the S&P/ASX 300 Ex S&P/ASX 20 Index) for the beta, or share price volatility, of the

stocks relative to the All Ordinaries Accumulation Index.
A Top 20 investments in alphabetical order as at 30 June 2025.
#Average sector exposure during June 2025.
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Disclaimer

The preceding pages in this newsletter contain performance figures and information in relation to the Auscap High Conviction Australian Equities Fund ARSN 615 542 213 and the Auscap Ex-20
Australian Equities Fund ARSN 671 901 821 from their inception. The actual performance of an investor’s account will be provided in their monthly statement. Actual performance may differ for
investments made in different classes or at different times throughout the year. The preceding pages in this newsletter are intended to provide general background information only. They do not
constitute investment, tax, legal or any other form of advice, recommendation or opinion to be relied upon when making an investment or other decision. Any advice in the balance of this newsletter
is general only in nature and does not take into account a particular person's objectives, financial situation, needs or circumstances. Because of that, before making any investment decision, you
should consider — with or without the assistance of a qualified adviser(s) — the appropriateness of any advice in this newsletter to you, having regard to your objectives, financial situation, needs
and circumstances. This document is not a Product Disclosure Statement (PDS) under the Corporations Act 2001 (Cth). Any opinions and forecasts in this newsletter reflect the judgment and
assumptions of Auscap Asset Management Limited ACN 158 929 143, AFSL 428014 (Auscap) and its representatives on the basis of information available as at the date of publication, and may
later change without notice. The content of this document does not constitute an offer or solicitation to subscribe for units in an Auscap 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, its related bodies corporate, directors,
employees and representatives are not liable and take no responsibility for the accuracy or completeness of this document. Before deciding whether to acquire, or to continue to hold, units in an
Auscap fund, a prospective or existing investor should fully review the information, the disclosures and the disclaimers contained in all relevant fund documents, including in particular the relevant
fund'’s disclosure document, the PDS, or any supplement to that document, and consider obtaining investment, legal, tax and accounting advice appropriate to their circumstances. A copy of the
PDS for the Auscap High Conviction Australian Equities Fund is available on request or at www.auscapam.com/auscap-fund/pds/ and a copy of the PDS for the Auscap Ex-20 Australian Equities
Fund is available on request or at www.auscapam.com/auscap-ex20-australian-equities-fund-product-disclosure-statement/. Copies of the Target Market Determinations for the Auscap High
Conviction Australian Equities Fund and the Auscap Ex-20 Australian Equities Fund, prepared by Auscap in connection with the Design and Distribution Obligations, are available on request or
at www.auscapam.com/ddo/. You are receiving this newsletter because we hold personal information about you, namely your contact details. You should view Auscap's Privacy Policy, a copy of
which is available on Auscap’s website, 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.

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 an Auscap 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 an Auscap 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 an Auscap 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 Auscap funds 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 (ii) 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.

S&P Dow Jones Indices

The S&P/ASX 300 Ex S&P/ASX 20 Index (“Index”) and associated data are a product of S&P Dow Jones Indices LLC, its affiliates and/or their licensors and has been licensed for use by Auscap
Asset Management Limited. © 2025 S&P Dow Jones Indices LLC, its affiliates and/or their licensors. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without
written permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones Indices LLC’s indices please visit www.spdji.com. S&P® is a registered trademark of Standard
& Poor’s Financial Services LLC (“SPFS”) and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Neither S&P Dow Jones Indices LLC, SPFS, Dow
Jones, their affiliates nor their licensors (“S&P DJI”) make any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class or market sector
that it purports to represent and S&P DJI shall have no liability for any errors, omissions, or interruptions of any index or the data included therein.

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. A copy of the PDS for the Auscap High Conviction Australian Equities Fund is available at www.auscapam.com/auscap-
fund/pds/ and a copy of the PDS for the Auscap Ex-20 Australian Equities Fund is available on request or at www.auscapam.com/auscap-ex20-australian-equities-
fund-product-disclosure-statement/. Copies of the Target Market Determinations for the Auscap High Conviction Australian Equities Fund and the Auscap Ex-20
Australian Equities Fund, prepared by Auscap in connection with the Design and Distribution Obligations, can be downloaded at www.auscapam.com/ddo/. 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 Auscap High Conviction Australian Auscap Ex-20 Australian Equities Fund

Lvl 30, 9 Castlereagh St, Sydney Web: www.auscapam.com Equities Fund Administration: Apex Fund Services
Administration: MUFG Corporate Markets Tax & Audit: EY

Tax & Audit: EY



