yMonash

ABSOLUTE INVESTMENT COMPANY

Monash Absolute Investment Company Limited

Monash Absolute Investment Company Limited (ASX: MA1)

January 2019 End of Month Update

4 February 2019

In the interests of keeping the market fully informed of performance on a timely basis, we release a preliminary
estimate of the Pre-Tax Net Tangible Asset Backing per share. It is only a guide, the official NTA will be released later

in the month.

We estimate that as at 31 January 2019 the NTA Pre-Tax was $0.9216

Company Strategy

The Company is benchmark unaware, style and stock
size agnostic, both long and short, and only invests in
compelling opportunities. In keeping with the
Company’s absolute return objectives, if the
investment manager cannot find stocks that meet the
very high return hurdle requirements, the Company
will preserve that capital in cash at bank.

Monthly Commentary

For the month of January, the pre-tax NTA was up
7.20% (after fees) compared to the S&P/ASX200 up
3.87% and the Small Ords which was up 5.56%.
Financial year to date the portfolio is down —5.33%
(after fees) compared to -3.23% and -7.89% for the two
indices, respectively.

As we have noted for a number of months now, the
stocks in the portfolio have generally been making
positive announcements, with little bad news
reported. The good news trend continued this month
and resulted in quite a strong bounce back from
December.

In last month’s update we provided a detailed
overview of our thinking on the macro picture affecting
the equity market. In short, we acknowledged that
economic growth is slowing, however the market had
become unrealistically bearish.

This month we have seen the US Federal Reserve make
numerous dovish comments and all but placed further
interest rate increases on hold. Both sides of the US
and China trade negotiations have been making
positive comments on the prospects of a deal.
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Company at a Glance 31 January 2019

ASX Code MA1
Portfolio Size $40.8m
Share Price $0.77
Shares on Issue 44.3m

Estimated NTA (unaudited) 31 January 2019
Estimated NTA Pre Tax $0.9216

Return Estimate to 31 January 2019

NTA Pre Tax
1 Month 7.20%
3 Months -2.41%
6 Months -7.92%
FYTD -5.33%
1 Year -8.64%
Since Inception p.a. (April 2016) -1.53%

Portfolio Structure 31 January 2019
Outlook Stocks (Long) 21 Positions  72%

Outlook Stocks (Short) 1 Position -2%

Event, Pair and Group (Long) 7 Positions  35%

Event, Pair and Group (Short) 2 Position -9%

Cash 4%
TOTAL 100%
Gross Exposure 119%
Net Exposure 96%

For more information about the Company and the
strategy, please refer to the Monash Investors website
at www.monashinvestors.com. You can also follow us
on Livewire here or subscribe to our updates here
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https://www.asx.com.au/asxpdf/20190103/pdf/441n8nd040jy33.pdf
http://www.monashinvestors.com/
https://www.livewiremarkets.com/profiles/8eb7be80-b12d-4708-818b-05de933043bd
https://www.livewiremarkets.com/profiles/8eb7be80-b12d-4708-818b-05de933043bd
https://confirmsubscription.com/h/i/BE4A2DDB60377374
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The Australian housing market appears to be adjusting as expected to the tighter credit conditions and the recent
relaxation of the regulations imposed by APRA on investors loans are a positive. The changes to come out of the
Banking Royal Commission are yet to be announced; but once again we would stress than both the underlying demand
and supply of housing in Australia is not a concern and all that needs to happen is for the market to adjust to the new
requirements for credit. The UK BREXIT negotiations remain a concern and something we are monitoring closely, but
would note that we have no exposures in the portfolio that have any meaningful leverage to the UK economy.

Many stocks made a positive contribution but the most notable were Nearmap (ASX: NEA) and Afterpay Touch (ASX:
APT) and a stock that we had previously held returned to the portfolio this month: Kogan (ASX: KGN).

Nearmap (ASX: NEA) rose 41% in January following the release of preliminary results for the half?.

Nearmap provides online photomaps. Itis a software as a service business model (Saa$S) for business and government.
Its key growth metric is Annualised Contract Value (ACV). In Australia ACV rose 23% and in the USA 107%. The total
ACV growth for the company was 42%, which is well ahead of analysts expected sales growth rates, which have
generally been in the mid 20%'s.

It did not release much further detail, and we will have to await a full set of half-year accounts on 20 February for
more information.

We have traded our holdings in Nearmap somewhat this financial year. We first built a significant position in July at
$1.13. As it rose, we sold some, finally halving our position to a 2.5% portfolio weight in early October at $1.67. It
came off fairly sharply during that month, and we were able to buy it back to a 4% weight at $1.33 in late October.

We have once again taken advantage of its price rise to sell stock, moving back from a 5% weight, to a 2% weight at
around S2 in January. It closed the month at $2.12.

We have always had a firm price target for what the company should be worth if it all works out, it is still well below
that. It begs the question, why did we sell any, at any time in the last six months? Because, once again, in the near
term it looks extremely expensive. It is currently trading on a P/E ratio for FY 2021 of 51x based on analyst forecasts.
Even if everything works out for NEA its share price is not going to go up in a straight line, and we think it’s prudent to
cut back. If history is any guide, we will get another chance to buy stock at lower levels.

Afterpay Touch (ASX: APT) rose 28% in January following an end of a first half preliminary update?.

By now Afterpay is a stock that does not need an introduction, with over 2.5m customers and 21,500 retailers having
transacted with them in Australia and New Zealand over the last 12 months.

The update showed that it is continuing to positively surprise the market with its rate of growth here and in the USA.
Total underlying sales were up 140% for the half. At the same time, its net transaction losses have fallen to the bottom
end of their expected range (0.6% - 1.0%) and the proportion of its revenue that is attributable to late fees has fallen

! https://www.asx.com.au/asxpdf/20190110/pdf/441s7cdkfbsgbc.pdf
2 https://www.asx.com.au/asxpdf/20190118/pdf/441ykd4b04mwlin.pdf
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from about 30% to about 20%. This showed how the business is improving its quality as it is maturing, and reduces the
risk of regulatory interference.

APT remains one of our larger portfolio holdings with a weight of 7%.
Kogan (ASX: KGN) rose 26% this month but we did not hold it for much of that rise.

We have discussed Kogan quite a lot in our monthly reports and we have even done a presentation on it. It is an
extremely well managed internet based retailer that has grown its sales and margins strongly over the last several
years. It listed about 2 and a half years ago.

We have made money from both owning Kogan and shorting Kogan. As we entered January we had no position either
way as we were waiting to see how the effects of the late 2018 consumer slow down played out for Kogan. Kogan had
also been suffering from the lingering effects of the change in GST collection on overseas purchases, and the sell down
by management. As a result we viewed the stock price as particularly cheap, given the level of profits we expect it to
earn over the medium to longer term, but were cautious on re-entering until we knew where the business would find
a base.

We found that out in January, when it too had a business update3. In a nutshell it is back on track and we bought back
in. We got to about a 3% weighting at $4.20, which is around the current price level. Based on analyst forecasts, it’s
trading on a P/E of 18.5x for FY 2020, falling to a P/E of 15x for 2021.

For all business development enquiries, please contact
Winston Capital Partners (Acting on behalf of Monash Investors)

Andrew Fairweather P: +61 401 716 043
Andrew@winstoncapital.com.au
Stephen Robertson P: +61 418 387 427
stephen@winstoncapital.com.au

For shareholder enquiries, please contact
Boardroom Pty Limited

P: 1300 737 760 (in Australia)

+612 9290 9600 (international)

E: enquiries@boardroomlimited.com.au

This presentation has been prepared by Monash Absolute Investment Company Limited (MA1) and Monash Investors Pty Ltd (ABN 67 153 180 333, AFSL 417 201)
(Investment Manager) as authorised representatives of Winston Capital Partners Pty Ltd ABN 29 159 382 813, AFSL 469 556 (“Winston Capital”) for the provision of
general financial product advice in relation to MA1 and is for information purposes only, and does not constitute an offer, invitation, solicitation or recommendation
with respect to the purchase or sale of any securities in MA1. The information is not investment or financial product advice and is not intended to be used as the
basis for making an investment decision. Please note that, in providing this information, MA1 has not considered the objectives, financial position or needs of any
particular recipient. MA1 strongly suggests that investors consult a financial advisor prior to making an investment decision. Past performance is not a reliable
indicator of future performance. See the ASX Company Announcements platform at www.asx.com.au for further information.

3 https://www.asx.com.au/asxpdf/20190117/pdf/441xjyf2cfzjp6.pdf
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