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Upcoming Events

 Investment Breakfast — Housing Market and the Implications for
Investing and Building Portfolio Resilience at a Time of Macro
Uncertainty — 11t September Melbourne 18t September Sydney

» Responsible Manager Masterclass — 17t September

- Portfolio Management Conference Melbourne — 22" October
* InvestTech — 13" November

* Fintech Cocktail evening — 19t November

Data Standards Working Group
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Portfolio Management Conference 2019 —
Melbourne 22" October

« Managing international direct equity portfolios
* What is the yield curve telling us?

» Active ETFs

» Retirement income portfolios

» Managing portfolios for HNW clients

» Creating alpha in Australian Equity portfolios

» Current macro themes and what they mean for an Australian equities
portfolio

» Designing portfolios to meet competing goals
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Global equity investors

deploying experience and knowledge
through a disciplined quantitative approach
to deliver core solutions for investors
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Value, value, wherefore art thou value?
August 2019 reporting season comments
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August performance
Where is value?
Agenda
Reporting season reactions
The good, the bad, ?
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ASX300 Valuation
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August performance: where is “value™?

ASX200 GICS August | 31 July
Sector Return PE

i Redpoint Bad
Communication -3.07 18.12 Value J0.42 -0.18
Utilities -2.98 21.88
Quality 0.01 0.08
Financials -2.57 14.22
e ETElE -2.46 25.15 Growth -0.10 -0.07
-0.1 23.50
Staples Analyst 020 033
Discretionary 0.22 20.12
= 0.26 34.52 Momentum  -0.14 O.Zz/
Real Estate 2.33 17.02
Source: Redpoint, Bloomberg
Healthcare 3.61 3l.61 Signal IC is correlation of signal to value add from 1

August to 28 August 2019
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Reporting season reactions

Beware Expensive stocks
which disappoint

» Blackmores (-18%)
 Breville (-14%)
» Cleanaway (-12%)

But market has appetite for
growth potential at (almost)
any price

« Afterpay (+13%)
* Domain (+12%)
 Resmed (+11%)

Source: Redpoint, ASX
Performance is MTD to 28 August
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There has been reward for
some cheap stocks

« JB HIFI (+13%)
« Super Retail (+11%)
« Beach Energy (+15%)

But beware of value traps

* IOOF (-11%)
 Fletcher Building (-7%)
« Speedcast (-55%)



Investment approach: Valuation

JB HIFI: Previous report (12 Feb) pre tax EPS $3.10ps, current price $27.92

Assess Conviction Assess Timing

Calculate a robust earnings yield

Average EPS (pre-tax) to Price = 12.3%

Earnings $3.12
* Trend & volatility

Free Cashflow $3.35
* Trend & volatility

Tax paid $3.21
 Trend & volatility

Analyst Forecast $2.98
» 12m forward estimate

Return on Equity $4.43

 Industry& company specific reversion
* Inflation adjusted book values

Average EPS (pre-tax) = $3.42 -

—

Consistency in
our models
Analysts eps
Loss making
Accruals

Conviction: ok

—_

Earnings growth
Cashflow growth
Analyst deviation
Analyst downgrade
Analyst coverage
Reported - Fair

Timing: ok
Our metrics prefer
Super Retail
Metcash Afterpay
ANZ VS Fisher & Paykel Hlth

Beach Energy
BHP

Costa Group
Cochlear
Sydney Airport




Longer term performance

Cumulative Univariate Portfolio Returns D|fferent investment Sty'es are
rewarded in different parts of the

market cycle

o Valuation rally in post Tech-Wreck
2000-2003: but painful through ‘96-
2k, pre-GFC and recently

o Post GFC rally in Growth and Quality

o Sentiment based strategies in
Australia are unusually strong

1.45
1.40
135
1.30

1.25

No one investment approach
Is consistently rewarded:
diversification through
combination can add value

Source: Redpoint, S&P
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Important Notice

Antares Capital Partners Ltd (ABN 85 066 081 114, AFSL 234483) (ACP), a subsidiary of National Australia Bank Limited (ABN 12 004 044 937) a publicly listed company on the
Australian Securities Exchange (ASX: NAB), is the Responsible Entity of the Redpoint Global Infrastructure Fund.

Navigator Australia Ltd (ABN 45 006 302 987, AFSL 236466) (NAL), a subsidiary of National Australia Bank Limited (ABN 12 004 044 937) a publicly listed company on the
Australian Securities Exchange (ASX: NAB), is the Responsible Entity of the Redpoint Industrials Separately Managed Account.

Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975) (EQT), a subsidiary of EQT Holdings Limited (ABN 22 607 797 615) a publicly listed company on the Australian
Securities Exchange (ASX: EQT), is the Responsible Entity of the Redpoint Industrials Fund.

This document has been prepared by Redpoint Investment Management Pty Ltd (ABN 83 152 313 758, AFSL 411671) (Redpoint), the investment manager of the three (3) funds
(Funds), in good faith (where applicable) using information from sources believed to be reliable and accurate and based on information that are correct and estimates, opinions,
conclusions or recommendations that are reasonably held or made as at the time of preparation. All information is to be treated as confidential and may not be reproduced or
redistributed in whole or in part in any manner without the prior written consent of Redpoint.

The information contained in this document constitutes general financial product advice only. It is intended for use by wholesale clients only and must not be made available to any
retail client. This document is not intended for public use or distribution other than to the recipient of the document.

This information is general in nature and does not take account of individual objectives, financial situation or needs. Before deciding to invest, you should read the relevant Product
Disclosure Statement (PDS). The current PDS can be obtained by visiting the Redpoint website at www.redpointim.com. Neither ACP, NAL, EQT, Redpoint nor any of its related
entities, directors or employees provide a warranty of accuracy or reliability in relation to such information or accepts any liability to any person who relies on it.

Neither ACP, NAL, EQT, Redpoint nor any of its related entities, directors or employees, guarantees the repayment of your capital, payment of income or the performance of your
investment. NAB does not provide a guarantee or assurance in respect of the obligations of ACP, NAL, EQT, Redpoint or the Funds.

Unless stated otherwise, all performance data for the products described in this document is net of management fees. Past performance is not a reliable indicator of future
performance. Note that the Redpoint Industrials Separately Managed Account and the Redpoint Industrials Fund share the same underlying investment strategy. However,
performance data for these two (2) products is not directly comparable as each product carries a different management fee.

All information provided is up to date at 30 June 2019 or otherwise stated. Redpoint and the logo shown are registered trademarks of Redpoint.
Copyright 2019, Redpoint and/or its affiliates. All rights reserved.
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Finding Value in Australian Equities post Reporting Season
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How we manage money in a risky environment

by — Macro and Industry drivers integrated
/l, into fundamental research
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Australian equities trading at extreme levels

Major sector valuations are distorting value analysis

5 . 12MF PE (x)
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Source: RIMES, IBES, Morgan Stanley Research
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Resources  =—IndxFin ——Financials

What has been driving the market to
extremes?

* Extreme valuation for ‘growth’ /
‘quality’ style stocks

* monetary policy has changed the
behaviour of sectors

e Stock fundamentals less important in
quant/passive led market

* Opportunities remain to acquire
strong businesses at attractive
valuations

s
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Equities providing relative value against bonds

8% 4

6%

4%
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5.3%
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Source: RIMES, IBES, IRESS, Morgan Stanley Research
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Dividend yield is attractive against
current yield from bonds

Difference has only been higher
during GFC and 2011 EU crisis

Both bonds and equities are
carrying elevated valuation risks

With expected increase in global
liquidity, where does the money
go?

s
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High PE names are now trading above pre-GFC * High PE companies trading at
and 2000 highs historical highs
Exhibit 26 : High P/E firms trade at an average fwd P/E of 33x, which is
34% above the I/t avg e Australian high growth companies
trade at a significant premium to
global peers

——High P/E Firms; Avg fwd P/E - o F0yr Ava

32 4
g * Low growth and excess liquidity
Pl chasing small number of investment
E options
2%
17 ] * Major bubble evident with catalyst
being yield curve returning to normal
12

e s . .
33333333333 * Growth expectations will need to

Source: Goldman Sachs Global Investment Research, FactSet Improve

s
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Growth style has driven performance

Historical performance of growth and value styles

0% - CY Price Returns (%) * Growth continues to
Value Outperforms outperform value in 2019
40% -
30% - . _
* Trend continues in August
ol reporting season
10% - I I I I
ﬂ% = T T T T T T T T T . . .
* Has been a difficult period for
-10% - Value managers
-20% -
-30% - * Why have Growth managers
_40% - Growth Outperforms underperformed in this
87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 period?

Source: RIMES, MSCI, Morgan Stanley Research
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Divergence from historical patterns

Breakdown in relationship between bond yield and ASX 200 PE during a slowdown

AUS 10Y T-Note Yield vs. ASX 200 NTM PE

20.0x 8.0%
2002 2008 2011 2016 . 2019
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18.0x

16.0x
6.0%

14.0x

0,
12.0x >.0%

10.0x 4.0%

8.0x 3.0%
6.0x
4.0x

2.0x

e 30 per. Mov. Avg. (AXJO NTM PE) =30 per. Mov. Avg. (AUS 10Y T-Note Yield)

Expectation of global liquidity injection has driven PE expansion relative to bond yield

s
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FY2019 Industrials performance — PE quartile insights

S&P/ASX Industrials substantially underperform in 2HFY19

Price to Earnings

Top Quartile
65%

101% of
contribution

2nd Quartile
36%

3rd Quartile
4% -1%
4t Quartile -5% contribution
3

2

FY 2018

Index illustrated strong bias to value over

growth

FY2019

Growth and value both underperformed
2 unexpected outcomes
e Liberals retain government
* Vale dam collapse impact iron ore
supply
Post election Financials recovery
Resources index performed strongly

Outside of Resources and Banks more than
100% of ASX200 Industrial return came from
the most expensive parts of the market

s
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Reporting season was disappointing

Earnings outlook downgraded for current and future years

12%_EPSg(%)
10% -
8% - FY20 = +8.0%
» \. A FY18 = +7.3%
& | 12MF = +7.1%
]
4% -
2% -
0% | | | ] ] I I | | | I |
N n (o] (e} (o] ™~ ™~ [ 0 0 o0 (@)} ()]
o Wl § O =o o w oo & o wml o o
o0 O — [+14) (@] — [+10] Q — 00 () ot o0
2822822832832

Expectations for FY20 look unrealistic
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Defensives and domestic consumer performed

Sector - Price and Earnings changes

1.00%
2.00% I
0.00% — -
1
2.00%
1.00%
6.00%
8.00%
2 2 by 4 5 O o) hie] ] =3 ]
SR I A - R §F & @
N O - AR < N S S N
Q@J’b qu"‘"'b N & (.,‘?;2 & <
N

W Performance ™ EPS revision %

Healthcare, Consumer stocks, Materials, Energy and Financials Tech stocks downgraded but
dividend payers outperformed...
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Where can value be found in the market?

Current PIE Premium/Discount vs. 10yr range (5th to 95th percentile)
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Source: Goldman Sachs Clobal Investment Research, Factdst
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Opportunities the market
has left behind

1. Domestic cyclicals

1.

Consumer healthier

2. Offshore Earners

1. Quality Australian

companies de-rated
3. Metals

1. Iron Ore price
normalisation
headwind

2. Short term Global
uncertainty

3. Medium term

opportunity

s
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Stock opportunities: portfolio trades

Ralton portfolios

Dividend
Builder

Concentrated

Ex 50 Portfolio trades

Opportunity Stock Rationale Execution Communication

De-risked though
Sumitomo placement

Offshore Earners NUF.ASX - BUY

Improving consumer
leading to recovery

SIQ.ASX - BUY

Consumer

27
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Disclaimer

28

This document is for general information purposes only and does not take into account the specific
investment objectives, financial situation or particular needs of any specific reader. As such, before
acting on any information contained in this document, readers should consider the suitability of the
information to their needs. This may involve seeking advice from a qualified financial adviser. Copia
Investment Partners Ltd (AFSL 229316, ABN 22 092 872 056) (Copia) is the provider of the Ralton
Managed Account model portfolio advisory service. To subscribe to this service please contact Copia on
1800 442 129 or email clientservices@copiapartners.com.au. Any opinions or recommendations
contained in this document are subject to change without notice and Copia is under no obligation to
keep this document current.
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THANK YOU

COPIA

INVESTMENT
PARTNERS

RALTON

ASSET MANAGEMENT

EST. 2005

P +61 3 9602 3199 | F+61 3 9602 0066 | E clientservices@copiapartners.com.au
Level 25, 360 Collins Street, Melbourne Vic 3000

Level 25, Governor Macquarie Tower, 1 Farrer Place, Sydney NSW 2000

raltonam.com.au
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