Airlie Concentrated Share Fund

A concentrated, active portfolio of Australian equities.

Airlie

Funds Management

FUND FACTS PERFORMANCE"

Inception Date 6 November 2012 Fund (%) Benchmark (%) Excess (%)

Benchmark S&P/ASX 300 Accumulation Index 1 Month -3.3 3.1 -0.2
. it 3 Months -2.2 -0.8 -1.4

Minimum Initial AUD$500,000

Investment 6 Months 4.3 6.9 -2.6

Portfolio Size AUD $22.0 million 1 Year 5.1 11.4 -6.3

Minimum 3 Years (p.a.) 4.2 7.1 -2.9

Additional AUDS50,000 5 Years (p.a.) 6.8 8.0 1.2

Investment e - i i

Disilauiiam Sl 7 Years (p.a.) 6.4 8.4 -2.0

Frequency -annua 10 Years (p.a.) 6.2 8.5 -2.3

* Long only, bottom up Since Inception (p.a.) 8.2 9.4 -1.2
specialised and focused
Investment . L
—— Australian equities fund TOP 5 POSITIONS (ALPHABETICAL ORDER)

= Concentrated portfolio of
8-20 stocks (target 20)*.

I

Aristocrat Leisure Ltd Consumer Discretionary

BHP Group Ltd Materials
e Commonwealth Bank of Australia Financials

Matt Williams CSL Ltd Health Care

Matt has over 25 years industry experience. ResMed Inc Health Care

Matt joined Airlie in July 2016 managing

Australian share strategies for institutional CHARACTERISTICS"

clients and is co-portfolio manager for the

Airlie Australian Share Fund for retail clients. Dividend Yield (%) 3.8 3.8
Price Earnings 20.1 16.7

DEPUTY PORTFOLIO MANAGER Number of Securities 24 299

Vinay Ranjan SECTOR EXPOSURES™

Vinay joined Airlie as an Equities Analyst in Sector Fund (%) Benchmark (%)

2020 and became Deputy Portfolio Manager Communication Services 52 3.8

in 2023. Formt.erly an investmerjnt analyst' at Consumer Discretionary 18.8 7.9

Hayberry and investment banking associate

T ey el Consumer Staples - 3.7
Energy 6.6 4.0
Financials 16.9 33.0
Health Care 19.2 9.9
Industrials 3.1 7.3
Information Technology 0.9 3.5
Materials 24.0 18.8
Real Estate - 6.8
Utilities - 14
Cash 5.2 -

PORTFOLIO POSITIONING™

Net Cash Position, 5%

Remainder of Portfolio, 33% ’

Top 10 Holdings, 61%

# Occasionally the number of securities will exceed the guideline maximum number of 20 to facilitate capital or to take
advantage of institutional offers.

* Performance calculations are based on exit price with distributions reinvested, after ongoing fees and expenses but
excluding individual tax, member fees and entry fees (if applicable). Returns denoted in AUD.

" Based on GICS Sector classification, may not sum to 100% due to rounding.

" Characteristics sourced from Bloomberg.

Visit www.airliefundsmanagement.com.au
for more information.



http://www.airliefundsmanagement.com.au/

INVESTMENT NOTES

The Airlie Concentrated Share Fund returned -2.2% in the December quarter versus the benchmark (the S&P ASX 300 Index)
return of -0.8%.

The December quarter was a microcosm of calendar year 2024, with Financials (+6%) again performing strongly led by
Commonwealth Bank (+13%) and insurance stocks, while Materials (-12%) — made up of resources and cyclicals — underperformed
on concerns of persistent inflation and poor sentiment towards China. The rally in the Materials sector that arrived late in the
September quarter reversed as consensus decreed China’s stimulus measures inadequate. In the context of history and from a
returns perspective, the current iron ore price is not a bad one. However, the price has fallen over the year, reducing the profit
outlook for Australia’s iron ore majors. The chart below sums up the year for the Australian market — earnings are under pressure
over the whole market to varying degrees and as mentioned, ad nauseum in commentary over the year the banks rally was in the
face of anaemic profit growth.

Most major markets enjoyed higher EPS and higher PEs in 2024
Breakdown of total returns for major equity markets
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Source: MST Financial

While global markets were buoyed in November by Donald Trump’s decisive election victory, this was offset in December by renewed
inflation concerns and a spike in long term bond yields. At the December FOMC meeting, Fed Chair Jerome Powell flagged a sharp
increase in 2025 inflation projections and a halving in the Fed’s expected rate cuts for 2025 (from four 25bps cuts to just two). This
contributed to a surge in the US 10-year bond yield up 79bps to 4.57% and the Australian 10-year bond yield up 39bps to 4.36%
over the quarter. We believe higher long term interest rates may be a catalyst for crowded, high P/E growth stocks to fall and a
reversion back towards quality, value stocks to which the portfolio is skewed.

Key portfolio points for the quarter:

Overall, it was a disappointing quarter for the portfolio. Our underweight position in the major banks and share price weakness in
Mineral Resources and IDP Education outdid strong performance elsewhere in the portfolio (Sigma Healthcare, News Corp
and Aristocrat Leisure). The volatility in some themes such as US housing has been remarkable to say the least. For example,
this calendar year has seen the following quarterly moves in share price for portfolio holding James Hardie: +9%, -23%, +21%,
and -13% - producing a 12 month return of -11% (mind you this was after the stock was +114% in 2023). We have taken advantage
of such volatility by adding and trimming to our positions — buying when the industry is out of favour and trimming when the industry
is more fully valued.

Key stock detractors for the quarter:

e Mineral Resources (-34%) shares declined due to ongoing governance issues with the company announcing a leadership
transition plan for its CEO over the next 12-18 months. We refer investors to our October monthly for our more detailed
perspectives on the matter. Broadly, we remain shareholders as we believe there is clear value on offer at the current
share price particularly if the Onslow iron ore project continues to ramp up successfully to its target of 35mpta run-rate by
June 2025. However, the first step to restoration is the appointment of a new chairperson early in the new year who can
instil confidence and supervise the strategic direction whilst clearing out any past poor governance practices. Positively the
company has sold its gas assets for a very attractive price, which combined with the sale of a minority interest in its haulage
road has taken pressure off its balance sheet in a weak commodity price environment.



o IDP Education (-20%) continued to suffer from policy uncertainty in its main markets of Australia, Canada and the UK.
This has been a poorly timed investment. Our first thoughts that the immigration/student intake debate would be over
quickly has been proven completely wrong. However, we are reluctant to let go of a quality world leading operation at what
appears to be the bottom of the political cycle.

Key stock contributors for the quarter:

o Sigma Healthcare (+83%) had a great quarter as the ACCC approved their merger with Chemist Warehouse. The final
hurdle for the merger is a shareholder vote, which we regard as largely a formality at this stage. As part of this process,
the companies have released a detailed scheme booklet and other merger-related material, which we have meticulously
scrutinised over the past few weeks to deepen our understanding of the business. While the combined group is now trading
on an elevated earnings multiple, we believe Chemist Warehouse is one of the rare businesses that merits such a premium.
We are extremely conscious of not disrupting the compounding process as Chemist Warehouse rolls out its pharmacies
both domestically and abroad (having just opened their first store in Dubai).

e News Corp (+23%) rallied after reporting a strong first quarter profit result driven by Book Publishing and Dow Jones.
Pleasingly, News Corp also delivered on their ‘simplification” promise with the sale of its 65% stake in Foxtel to the DAZN
group late in the quarter.

e Aristocrat Leisure (+17) re-rated higher following the sale of its underperforming digital businesses, a strong FY24 result
(gaming net installs were above guidance and margins expanded) and distractions to its key competitor Light & Wonder
(lawsuit).

Portfolio positioning and outlook:

It is worth making the observation the returns of the ASX 300 have been incredibly narrow in 2024. The
Financials and Information Technology sectors together accounted for ~95% of the index return for the year. As we
have written about previously, we find the valuation multiples for domestic banks (which comprise most of the Financials
sector) increasingly hard to justify and susceptible to a pullback either from economic weakness or improved sentiment
towards other sectors. As the table below illustrates, the banks have seen virtually no earnings growth over the last
decade and their strong share price performance in 2024 was the result of investors paying more for a similar level of
earnings (i.e. P/E multiple expansion).

ASX 300 Consensus FY25 10 Year Earnings

Ticker Company Index Price / Earnings Per Share Growth : Ylf:truTr:tal
Weight multiple (FY14-FY24)

CBA Commaonwealth Bank of Australia 10.3% 250 2% 00.5% 42.2%

MAB Mational Australia Bank 4.6% 16.1x 0.6% 26.5%

WBC Westpac 4.4% 16.2x (2.2%) 49.5%

ANZ ANZ 3.5% 12.3x (1.1%) 16.4%

Source: FactSet

So, as we stand here today in 2025, with the banks representing ~23% of the S&P ASX 300 Index we think the index is
vulnerable to a correction given their anaemic profit growth outlook and elevated multiples. In contrast, our portfolio is tilted
towards businesses where the starting valuation reflects depressed rather than elevated expectations. A number of these
positions we established in 2024: Bluescope, IDP Education and Bellevue Gold. Others are positions we've added to as share
prices have fallen: Ampol on weak refining margins, BHP as stimulus disappoints and CSL as the Vifor acquisition has fallen
short of expectations. What these businesses have in common are strong balance sheets and good management teams. In an
expensive market, we believe positioning the portfolio towards businesses with strong financial characteristics and low
valuations should prove a good starting point for decent long-term returns. In listed markets, short-term results can often be
driven by investor sentiment, passive investment flows and other factors that are incapable of prediction. However, over the long
term, the weight of earnings becomes the primary factor that determines share prices and ultimately investment performance.
We will continue to maintain our disciplined approach and are confident that valuations across the portfolio represent exceptional
value.



The table below provides each of our material holdings:

| Positon ___________________Portfolio Weight | _Market Capitalisation

BHP Group 11.7% $201bn
CSL Limited 9.0% $136bn
Resmed 8.0% $54bn
Commonwealth Bank of Australia 6.2% $256bn
Aristocrat Leisure 4.9% $43bn
Ampol 4.7% $7bn
News Corporation 4.4% $28bn
James Hardie Industries 4.3% $22bn
National Australia Bank 4.2% $114bn
Premier Investments 4.1% $5bn

Source: FactSet

Important Information: Units in the fund(s) referred to herein are issued by Magellan Asset Management Limited (ABN 31 120 593 946, AFS Licence No. 304 301)
trading as Airlie Funds Management ('Airlie'). This material is issued by Airlie and has been prepared for general information purposes only and must not be construed
as investment advice or as an investment recommendation. This material does not take into account your investment objectives, financial situation or particular needs.
This material does not constitute an offer or inducement to engage in an investment activity nor does it form part of any offer documentation, offer or invitation to
purchase, sell or subscribe for interests in any type of investment product or service. You should obtain and consider the relevant Product Disclosure Statement ('PDS')
and Target Market Determination ('TMD') and consider obtaining professional investment advice tailored to your specific circumstances before making a decision about
whether to acquire, or to continue to hold, the relevant financial product. A copy of the relevant PDS and TMD relating to an Airlie financial product may be obtained
by calling by calling +61 2 9235 4760 or by visiting www.airliefundsmanagement.com.au.

Past performance is not necessarily indicative of future results and no person guarantees the future performance of any fund, the amount or timing of any return from
it, that asset allocations will be met, that it will be able to implement its investment strategy or that its investment objectives will be achieved. Statements contained
in this material that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of Airlie or the third party responsible for
making those statements (as relevant). Such statements involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed
thereon. This material may contain 'forward-looking statements'. Actual events or results or the actual performance of an Airlie financial product or service may differ
materially from those reflected or contemplated in such forward-looking statements. This material may include data, research and other information from third party
sources. Airlie makes no guarantee that such information is accurate, complete or timely and does not provide any warranties regarding results obtained from its use.
No representation or warranty is made with respect to the accuracy or completeness of any of the information contained in this material. Airlie will not be responsible
or liable for any losses arising from your use or reliance upon any part of the information contained in this material.

Further information regarding any benchmark referred to herein can be found at www.airliefundsmanagement.com.au/benchmark-information. Any third-party
trademarks contained herein are used for information purposes only and are the property of their respective owners. Magellan claims no ownership in, nor any
affiliation with, such trademarks. This material and the information contained within it may not be reproduced, or disclosed, in whole or in part, without the prior
written consent of Airlie. AFCONC45657
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