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PORTFOLIO DETAILS OBJECTIVE
Portfolio Name Active High Conviction The objective of the Market Matters Active
T Separately Managed Account High Conviction Portfolio is to provide
Benchmark S&P/ASX 200 Accumulation an active exposure to Australian large-cap
) shares, with reduced volatility. Returns
Management Fee 0.85% incl GST will be achieved through a combination
Platform Open Wealth | Praemium of capital appreciation and income with
Included Assets Equities, ETFs an overall objective of outperformance
Portfolio Manager James Gerrish of the S&P/ASX 200 Accumulation Index
Annual Performance 6.43%* over the medium term, (3 years).

*Inception Date 10.05.2016

MARKETS & PERFORMANCE

The Market Matters Active High Conviction Portfolio advanced 8.16% in July, outperforming the S&P/ASX
200 Accumulation Index which added 5.75%. The portfolio has returned 0.17% for the rolling 12 months,
14.04% per annum over 2 years, 3.49% per annum over 3 years & 6.43% per annum since inception.

PERIOD 1MONTH 3 MONTH 6 MONTH 1YEAR 2YEARPA 3 YEARPA
PORTFOLIO % 8.16 -4.85 (ON] 017 14.04 3.49
BENCHMARK % 5.75 -6.04 1.71 =217 1217 4.27
RELATIVE % 2.41 119 -1.60 2.34 1.87 -0.78

Benchmark: S&P/ASX 200 Accumulation

Global equities rebounded strongly in July as the market eased back on expectations around future
interest rate hikes, the Australian 10-year yield lowered by 60bps to 3.06% while US yields also dropped
33bps to 2.64%. The MSCI Developed Markets Index rose (+8.0%), driven by a strong month for the
S&P 500 which gained (+9.2%). The S&P/ASX 200 underperformed other developed markets but still
lifted (+5.75%).

While stocks ran hot in July, Commodity prices broadly fell, Brent Oil down US$5 to US$110/bbl as
bans on Russian shipments are delayed. Iron Ore prices also dropped US$5 down to US$118/Mt as
Brazilian shipments hit record highs and demand remains soft. Gold saw large falls as prices fell by
US$60 to US$1,753, as moderating inflation expectations improve investor risk sentiment.

Looking ahead, we now see markets starting to price interest rate cuts in 2023 and as markets
are forward-looking, this provides a more favourable backdrop for equities.

Corporate America has continued to hold up relatively well with quarterly reporting providing a positive
earnings surprise ~78% of the time, which is about average, and certainly not the disaster that many had
feared. Locally, FY22 results have started to land and this will likely be the next driver of the market’s
performance. For now, investors are positioned very cautiously with low embedded expectations.

We were pleased with our July returns across the Market Matters Portfolios and look forward to further
outperformance as the year progresses.
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PORTFOLIO STOCKS

The portfolio holds a collection of strong or
strengthening ASX listed companies, many are
well-known brands, priced reasonably that we
believe will help the portfolio achieve its specific
objectives. This is a high conviction approach,
holding around 20 portfolio positions at any
one time.

Monthly performance was underpinned by
growth stocks, with a strong rebound in online
accountancy platform Xero (XRO) and circuit
design business, Altium (ALU). On the flip side,
while we held an underweight position, our
exposure to BHP Billiton (BHP) was a drag.

We were active in the portfolio during the month,
using the prevailing strength to run up some cash
ahead of earnings season, while also using the
performance differential between technology

and resources to play a contrarian card, reducing
our exposure to high-value growth, and increasing
our tilt toward resources.

Overall, the portfolio cut CSR Limited (CSR),
Qantas (QAN) and reduced Goodman (GMG),
Macquarie (MQG), Aristocrat Leisure (ALL)
and Xero (XRO), while we increased

BHP Group (BHP), Oz Minerals (OZL)

and Woodside Energy (WDS).

As we pen this note, portfolio holding

Oz Minerals (OZL) has rejected an unsolicited,
conditional, and non-binding takeover proposal
of $25.00 per share in cash from BHP, which we
also own. The board rejected the approach on
valuation grounds despite the price representing
a 32% premium to the last close, but looking
further out, it was only a 13% premium to the
6-month volume weighted average price.

% JUL AUG SEP OoCT NOV DEC
FY23 8.16

FY22 0.25 2.53 0.78 175 -3.49 2.72
FY21 0.27 4.94 -4.10 -1.07 14.87 1.34
FY20 1.21 -2.16 3.75 -1.55 0.80 0.34
FY19 m 1.64 -0.77 -2.16 -1.22 -1.94

CUMULATIVE
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Based on a 30% premium to NPV for OZL,

which is a typical sort of resource premium
for a change of control transaction, OZL is

worth ~$30 per share.

While we trimmed Xero (XRO) during July,
there’s no real change with our view towards
the online accounting firm, we like the business,
but it struggled to maintain its challenging high
valuation in today’s environment of quantitative
tightening. We held ~7% of the portfolio in

XRO, we view this as too aggressive in today’s
uncertain macro environment hence we trimmed
this back to ~5% around $100.

PORTFOLIO STOCKS

NO. OF HOLDINGS 17
ESTIMATED YIELD (%) 416
TOP 5 POSITIONS (% OF AUM) 35.02
TOP 10 POSITIONS (% OF AUM) 62.64

STOCK CONTRIBUTION (%)
Xero (XRO) 1.28
Altium (ALU) 0.89
Goodman Group (GMG) 0.82
Resmed (RMD) 0.69
Macquarie (MQG) 0.65

STOCK DETRACTION (%)
BHP Group (BHP) -0.41
Newcrest (NCM) -0.35
Qantas (QAN) -0.10
JAN FEB MAR APR MAY JUN YTD
8.16
-4.00 2.06 5.51 -2.30 -4.69 -7.70 -6.58
-0.50 3.08 0.66 4.10 117 2.70 27.46
2.06 -10.25 -2412 12.66 5.30 2.02 -9.94
3.39 4.98 -1.00 2.39 1.72 4.41 12.55
31.65
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IGO Limited (IGO) hosted a very well-attended site visit towards the end of July, particularly by Fund
Managers, which is not surprising considering this miner ticks the ESG mandates of many a manager
through its nickel & lithium exposure i.e. prominent battery elements.

- Nickel: the company owns and operates the Nova nickel mine in WA - the nickel price
has more than halved from its panic “Russian invasion” March high dragging the stock
lower in the process.

- Lithium: IGO effectively owns 25% of the Greenbushes Spodumene mine and 49% of the
Kwinana Lithium Hydroxide refinery - the pure lithium stocks have corrected in a very
similar fashion to IGO e.g. Allkem (AKE) has corrected 35% from its 2022 high.

We remain a big fan of this $8.2b Australian miner despite a weak month, and were pleased to see
a marked increase in interest from fund managers.

While Gaming machine operator Aristocrat Leisure (ALL) released a positive trading update and
announced a $500mn buy-back, the share price has been very muted in recent times. We suspect this
is because Aristocrat is a very well-owned Australian growth stock that offers solid growth at a solid
price; however, this leaves very few marginal new buyers and the stock price can often languish.

We used strength to trim our weighting during the period.

US Investment banks reported quarterly results during the month before Macquarie Group (MQG) gave
a trading update of their own. All signs point to a tougher environment and a level of caution, which feels
prudent, however ultimately that will have a likely impact on earnings. We’ve also elected to play a more
cautious stance towards MQG, and while we’re not pessimistic, our large ~7% position was high for this
point of the economic and stock market cycle, so we reduced it to a more palatable ~5%.

INVEST NOW | 1300 301 868 | sma@marketmatters.com.au M




DISCLOSURE Market Matters, its employees, associates and / or contributors may hold stocks mentioned in this
report. Performance of the Model Portfolio is based on a model portfolio and is gross of investment management,
administration fees and transaction costs. The total return performance figures quoted are historical and include
franking credits. Total returns assume the reinvestment of all portfolio income.

DISCLAIMER All figures contained from sources believed to be accurate. Market Matters does not make any
representation of warranty as to the accuracy of the figures and disclaims any liability resulting from any inaccuracy.

Reports and other documents published on this website and email (‘Reports’) are authored by Market Matters and
the reports represent the views of Market Matters.

The Reports contain general, as opposed to personal, advice. That means they are prepared for multiple distributions
without consideration of your investment objectives, financial situation and needs (‘Personal Circumstances’).
Accordingly, any advice given is not a recommendation that a particular course of action is suitable for you and

the advice is therefore not to be acted on as investment advice. You must assess whether or not any advice is
appropriate for your Personal Circumstances before making any investment decisions. You can either make this
assessment yourself, or if you require a personal recommendation, you can seek the assistance of a financial advisor.

Market Matters or its author(s) accepts no responsibility for any losses or damages resulting from decisions made
from or because of information within this publication. Investing and trading in financial products are always risky,
so you should do your own research before buying or selling a financial product. The Reports are published by
Market Matters in good faith based on the facts known to it at the time of their preparation and do not purport to
contain all relevant information with respect to the financial products to which they relate. Although the Reports
are based on information obtained from sources believed to be reliable, Market Matters does not make any
representation or warranty that they are accurate, complete or up to date and Market Matters accepts no obligation
to correct or update the information or opinions in the Reports. Market Matters may publish content sourced from
external content providers.

If you rely on a Report, you do so at your own risk. Past performance is not an indication of future performance.

Any projections are estimates only and may not be realised in the future. Except to the extent that liability under

any law cannot be excluded, Market Matters disclaims liability for all loss or damage arising as a result of any opinion,
advice, recommendation, representation or information expressly or impliedly published in or in relation to this report
notwithstanding any error or omission including negligence.
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