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Upcoming Events
« 2019 Managed Account Awards

 Portfolio Management Conference

* Responsible Manager Master Class
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2019 Managed Account Awards
* Entries Close 19 Aprll
* Awards 27 June

Portfolio Management Conference

« Sydney 6th August — Portfolio management / asset
allocation

« Melbourne 22" October — Australian & Int’l
equities and Fixed income Investments

Responsible Manager Master Class
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Selecting an SMA manager
What’s in it for you and your client?
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What does an investor want from an SMA?

* Performance
* Consistency of returns

* What type of investor?
Appreciates transparency
* What type of returns?

High Yield
Capital growth
Tax effective (capital gains and franked dividends)

* What other considerations should be front of mind?

Low turnover
Clients monitor portfolio changes
Regular communication
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Investor benefits: why the time is right for SMAs

Key Investor Benefit Managed | Direct Share SMA
Funds Portfolio Platforms
Professional Management | |
Transparency M M
Direct Ownership of Assets M |
fwihout wagering 6o 7 7
-(rli))( ;::Z::‘at:cgee:f(z: [gtvavlr;ir:? ;fom others) M M
Customisation | |
Portfolio Reporting and Administration M |
Low Cost Structure 7 v

(SMAs eliminate one layer of custody/admin fees)
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So what does this mean for the manager?

_ How do we achieve this?

* Portfolio structure (i.e. liquidity and market capitalisation, etc)

SMA specialist * Investment systems built to manage SMAs

* Concentrated portfolio and being a value investor leads to longer term

Low turnover holdings
* Economic and thematic views drive ‘buy and hold” approach

* Follows from low turnover

Tax effective investment _ , _
* 45 day rule/discounted capital gains

Consistent returns * High conviction, stock selection, sector and thematic views

* What stocks or sectors are screened out?
Risk measures * Portfolio construction — focus on appropriate risk reward
* Fundamental stock research and quality bias

* Complete transparency — portfolios and trades

Execution / trading * Liquidity monitors
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Is the market volatility over?

S&P/ASX 200 index — past 5 years
6500 13.5% Central Banks

" * Markets driven by central bank
liquidity since GFC

6000 209 . . . . .
0% * Quantitative tightening & wind

l down of QE accelerated during
2018 and US Fed raising rates

5500
* CB’s have now gone dovish

Other issues:

5000 . .
* Chinese deleveraging

* China-America Trade War

4500 * EM slowdown
2014 2015 2016 2017 2018 2019

Source: Thomson Reuters Datastream/Ralton Asset Management A
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How balanced is the Australian economy?

Terms of Trade
improvement

Infrastructure
spending ongoing

Fiscal stimulus Housing headwinds —

from May budget credit crunch risk

Interest rate cuts
— turns on house
prices
Mining capex
making a come
back

Election — consumers
slow spending
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Australia’s terms of trade

Terms of Trade*
2016/17 average = 100, log scale
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Household Income and Consumption®
% Real, year-ended growth %
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*  Household sector includes unincorporated enterprises; disposable
income is after tax and interest payments; saving ratio is net of
depreciation

Sources: ABS; RBA
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Amcor | Predictable earnings and dividend growth

* Global packaging company

* Products

* Merger with Bemis — creating the
global leader

* Strong balance sheet and
cashflow post merger

* Sustainable packaging the key

-
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Mineral Resources | Beneficiary of capital expenditure

* MIN areas of operation:

* Service provider across the mining
supply chain (mine to port)

 Becoming a world leading lithium
producer

* Iron ore miner (lower grade)

* Experienced WA management

[ }
team Albermarle deal over

Wodinga — AS1.6bn
* Balance sheet Strength
* Valuation: attractive
* Transparency: moderate

dliedans
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Aristocrat|Improving free cash flow

* Leading global land based and
digital gaming manufacturer

* Transformation —game
development studios and annuity
type income machines

el

4

e Digital WP ATES
f 4 __ : '!‘-\ =
e (Casino
* Strategy

e Social gaming

* Strong balance sheet & FCF
generation
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Banks | Changing market environment

14

Headwinds facing the sector are

known:

Slowing credit growth
Royal Commission recommendations

Capacity to restructure cost base

What is concerning the market:

Remediation costs
BDD cycle (?)

Potential regulatory constraints on
capacity to re-price

NZ capital requirements
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Contact Copia, Ralton’s distribution partner

John Clothier Mani Papakonstantinos
General Manager, Distribution Distribution Manager (VIC, WA, TAS)

0408 488 549 =~ ™ 0439207 869
< jclothier@copiapartners.com.au \ <] epapakonstantinos@copiapartners.com.au

Matthew Roberts Jude Eernandez
Distribution Manager (NSW, QLD) L% Wl Distribution Manager (NSW, VIC, SA)

- 0438 297 616 S E ;] 0414 604 772

Sam Harris
Distribution Manager
| 0429982159 COPIA

>< sharris@copiapartners.com.au DR ENT

PARTNERS
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THANK YOU ‘ RALTON

ASSET MANAGEMENT

EST. 2005

John Clothier | General Manager, Distribution P +613 96023199 | F+61 3 9602 0066 | E clientservices@copiapartners.com.au
Macquarie Tower, 1 Farrer Place, Sydney NSW 2000 Level 25, 360 Collins Street, Melbourne Vic 3000

INVESTMENT +61 408 488 549 | jclothier@copiapartners.com.au Level 25, Governor Macquarie Tower, 1 Farrer Place, Sydney NSW 2000

PARTNERS copiapartners.com.au raltonam.com.au
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IMAP BREAKFAST
Signals from the bond market
17 April 2019




o
i

BOND YIELDS A Daintree

y
&

Who would have thought that these two charts could have converged in 20117?

Source: Bloomberg




BOND YIELDS  Daintree

Track Annotate = News

Source: Bloomberg




YIELD CURVE Daintree

The US yield curve is low and falling, but does it foretell a recession while central banks remain in play?

2 e US breakeven 2s10s mmmm US real 2s10s —— US 2s10s 2.5 s US breakeven 2s10s  mmmm US real 2510s US 2510

Source: Citi
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Low interest rates and reactive central banks may not be negative for credit — just ask Japanese credit
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JAPANIFICATION?

Japan and Europe both have high reliance on
bank funding and weak banking systems...

Figure 15: Euro area and Japanese corporates are heawilby
reliant on bank funding
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Figure 21: Increasing divergence in valuations betweaen
US versus European and Japanese banks
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...but, labour markets in the EU and US
are far more robust.

Figure 12: Wages in Europe are moving in line with the US
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No. of quarters from t=0 set at: Japan Q1-90, Eurozone and US Q4-07

Source : Deutsche Bank, Haver Analytics, eurostat, BLS, Cabinet Office, BoJ




CONCLUSIONS 2 Qpﬂjptree

- Bond yields are suggesting that there are major issues in the global
economy. There is a growing sense that bond and equity markets are
“talking past each other”.

- The US yield curve is close to inverting across most tenors, but this may
not be the reliable recession signal it has been in the past.

- The spectre of “Japanification” will linger for as long as European growth

struggles to escape stall speed, but there are also factors that
differentiate it from the Japanese experience.
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Issued by: The Investment Manager, Daintree Capital ABN: 45 160 989 912 ASFL No: 487489.
Responsible Entity: Perennial Investment Management Limited ABN 13 108 747 637, AFSL: 275101.

Whilst every effort has been made to ensure that the information in this presentation is accurate; its accuracy,
reliability or completeness is not guaranteed. Daintree Capital expressly advises that it shall not be liable in
any way whatsoever for any loss or damage which may be suffered by any person relying upon such
information or any opinion, analysis, recommendation or conclusion contained in this presentation or
otherwise arising in connection with the content of, or any omission from, this presentation.

The fact that particular securities may have been mentioned should not be interpreted as a recommendation
to either buy, sell or hold those securities.

The contents of this presentation were prepared for information purposes only. Accordingly, reliance should
not be placed on this presentation as the basis for making an investment, financial or other decision. This
information does not take into account your investment objectives, particular needs or financial situation.

Past performance is not a reliable indicator of future performance. Gross performance does not include any
applicable management fees or expenses. Net performance is based on redemption price for the period and
assumes that all distributions are reinvested. Fees indicated reflect the maximum applicable.

Contractual arrangements, including any applicable management fee, may be negotiated with certain large
investors. Investments in the Trusts must be accompanied by an application form. The current relevant
product disclosure statements, reference guides and application forms can be found on Daintree Capital’s
website www.daintreecapital.com.au







