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portfolio's construction and some of the Company's current investment themes. Karl Siegling finishes
with an update on the outlook for 2021.
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* Financial year to date the fund has returned 13.2% compared with the All Ordinaries
Accumulation Index which is up 1.1%

* This strong performance has been delivered across both new and existing positions,
and both domestically and internationally

* Global markets have recovered from the crash experienced in March despite high levels
of unemployment, GDP contraction and COVID second and third wave fears

»  CDM scaled out of its positions as the market fell, with the Fund less than 35% invested
in late March 2020

* DM re-deployed its cash and scaled back into new and existing positions as the
markets recavered into June and July

= Ower the past two months net exposure has dropped slightly as the fund has scaled out
of some positions while adding to others that continue to trend

*  The ligquidity and concentration of the portfolio has improved significantly over the past
18 manths
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YTD Performance

Gross Performance* to 30th September 2020 cDmM All Ords Accum  Outperformance
1 Maenth -0.3% -3.4% +3.1%
Ll 13.2% 1.1% +12.1%

1 ¥ear T.a% -B.8% +16.0%

3 Years (per annum) -0.9% 5.4% -5.3%

5 Wears (per annum) 1.1% T -b 6%

8 Years (per annum) 52% 8.3% -3.1%

10 Years {(per annum) 11.0% 7.0% +4.0%
Since lnception (15.0 years) (per annum}) 11.83% 5.2% +5.6%
Since Inception (150 years) (total return) 435.3% 144.9% +2 90 4%

* Gross Peformanca: bifora M anagament and Paformance Faes

= Stocks that have performed well over the past quarter have been Resimac Group Ltd,
Pointsbet Holdings Ltd, ARB Corp Ltd, Money3 Corp Ltd, AP Eagers Ltd, Pinterest Inc,
Mvidia Corp, Redbubble Ltd, Webcentral Group Ltd and Reece Ltd.

* Stocks that have underperformed over the past quarter have been EML Payments Ltd,
Wisetech Global Ltd, and Jumbo Interactive Ltd.
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Final Dividend

Calendar Year Interim Final Tatal Gross (Ing. Franking)
2007 20 Lic P 6.0c 8.6
2008 .5 22t - 4.7 5.8¢
2003 = L0 = 2.0¢ 4.5
2040 2.0c Lic - 4.0c 5.7¢
2011 30 30 3.0c 9.0¢ 12.9c
2012 4,00 4.0 4,50 12.5¢ 17.8c
2013 5.0 S.0c 1 110 157c
2014 5.0¢ S - 10.0c 14.3c
2015 5.0¢ S L.0c 110 157c
2016 5.0c 4.0c - 9.0c 129c
2017 4.0 4.0c - 8.0c 114c
2018 4,00 4.0 - 8.0c 11.4c
2019 A0 Lic - 5.0c 11e
201 2.0c Lic - 4.0c -

TOTAL 46,54 46,3 11.5¢ 104, 2c 147.9¢

O Mrasrkat ¥ ousl sooma bay back

s 2.0cps fully franked final dividend declared bringing the 2020 total dividend up to 4.0 cps

s Annualised dividend yield of 5.7% fully franked (8.1% grossed-up) based on the share price of 50.705 as
at date of anncuncement of the dividend.

= Ex date 19% Oct 20, Payment date 30% Oct 20

= No DRP as the shares are currently trading at a large discount to the underlying NTA per share

.
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CDM Discount and Premium to NTA

Pre and Post Tax NTA

Nat Tangible Assets as at 30th September 2020 Amount [5)
Pre Tax NTA® 50,895
Post Tax NTA* 51.057
Share price [ASK Code: CDM) #0.740

“Before the 2.0 ¢ fully frarked Fmal dividend being paid on 3080 October 2020

= CDMs Post-Tax MTA is larger than its Pre-Tax NTA by 16 cents = representing a 16cps tax asset,

= This tax asset is due to both realised and unrealised tax losses, The Company can use these
tax losses, as it so chooses, against future tax profits, Simply put the Company can earn
approximately 53 cents in the future without paying tax.

= Potential investors in COM can buy into a portfolio at around a 20% discount, with the added
henefit that as the Company earns future profits, these profits will be tax free

= Maore recently the discount to NTA has started to close.
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Portfolio Composition — 30 September

Market Capitalisation

> ALD 1 Billien 46.1% -0.5% 45.3%
AUD 500 Mill - AU 1 Billion 20.2% 20.2%
ALID 250 Mill - AUD 500 Ml 4.3% A.3%
AUD 100 Mill - AU 250 kil 2. 7% 2.TH
0 - AUD 100 M * 5.5% 5.5%

T8.E% -0.8% 78.0%
Net Cash Holdings and Tax Asset 22.0%

®includes s predPQinvestmient in the Materisls s=cior

*  The liguidity of the portfolio has significantly improved with approximately 80% of
the portfolio able to be liquidated within 1 week and 86% within a manth.

*  Concentration risk has significantly improved since 2018,

Top 5 Positions 38.7% 15.6%
Top 10 Positions 53.7% 34.6%
Top 20 Positions 73.4% 57.0%
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Top 20 Holdings — 30 September 2020

Paition® Currency Fxposure
‘988 HE Alibaba Growp Holding Led ALID
APE AP Eagers Ltd ALD F
ARE ARB Corp Ltd AL
CAR Carsabe s, oom Lid AUD
T Caty Chig Codlective Lid ALD
EC CostaGroup Holdings Ltd ALUD
{op Credit Conp Group Ltd AL
=3 Deepgreen Metals AlD A mare
LYC Lynas Corp Lid ALID '
MG Macquarie Group Ltd s diversified and
MY Money3 Com Ltd AUD more liquid
MDA LS MYIDIA Cong ALD Dﬂl"th"G
PINS LE Pintenest In AUD
PEH Pointsbet Holdings Led ALD
QO US Csalcomm lac AUD
REL Redbubble Lid ALD
REH Resce Ltd ALD
RRAC Resimac Group Lid ALUD
SHI Shine Carparate Ltd AUD M
AL Linltl Group Uimited AUD

=i 2 readeticsl Corcker
= e st in o el st

* We have been adding to both new and existing positions that have been performing well

.
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Current Investment Themes

The move to digital

*  Structural trends related to digital transformation have been accelerated by COVID-19 due to
working from home and social distancing restrictions

* Established leaders such as Amazon, Apple, Google, and Alibaba were the initial
beneficiaries of this demand given their deminant market positions

* Digital e-commerce platforms that were earlier stage in their commercialization have seen a
mare significant step-change in revenues and profitability

* Redbubble = pre-covid revenue growth 26% and accelerated to 132% in July

* Pinterest — pre-covid revenue growth 23% and accelerated to 50% in July, even as digital
ad sales declined for traditional anline platforms i.e. Facebook

*  Businesses which provide the necessary infrastructure that support the online world have alse
seen significant wplifts in demand

* Myidia has seen a strong uplift across its business, particularly in its market leading data-
centre products

* Cualcomm & Xiling have experienced strong early demand for their 5G technology as the

5G cycle starts to ramp-up
.ﬁ. DEMCE

Current Investment Themes

Auto industry recovery

*  The auto recovery theme continues to play out, driven by boosted consumer discretionary
cashflow and increased demand for personal over public transport and demestic touring

* The redirection of spend from internaticnal travel and dining out has been a more
significant driver than expected

» Early super withdrawals, tax breaks, and other government stimulus pregrams also
continue to play a part

* ARB Corporation is experiencing significant pent-up demand for its aftermarket accessories with
a record order book that will take some time to work through. The International business is
growing more quickly than domestic, showing similarities in consumer behavicur globally
despite differing government support measures

* AP Eagers is seeing strong demand for new cars but limited stock availability across its netwark,
leading to strong gross profit outcomes as the need to discount to clear stock has reduced

* Carsales is seeing strong buyer enquiry through its websites, with used car pricing now at all-
time highs. Limited availability of stock is also playing a part, with listing volumes down y-on-y

.
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Current Investment Themes

Diversified Financials competing with the large banks

*  The financial sector experienced one of the largest percentage declines in March as investors
used the GFC experience as a measure of likely future performance

= Government support measures have had a significant positive impact on customer arrears and
bad debts, as have people's ability to adapt to a changing environment

*  Most lenders remain cautious in writing new business and have increased lending standards
overall, but are becoming more aggressive in lending into less exposed segments

*  ‘Where the traditional ‘Big 4’ banks have curtailed lending, smaller more nimble players continue
to take advantage of this e.g. RMC, MNY, AFG, CCP

* The housing market has generally remained resilient with the measures outlined in the federal
budget likely ta support the recovery in construction and development over the next 12 - 24
manths

*  Those businesses that adapt the best to changing circumstances are likely to see the greatest
SUCCRSS
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Current Investment Themes

0il Price Recovery
*  This thematic did not play out as expected
*  More than 50 US oil and gas companies filed for bankruptcy between April and June 2020

* InApril, the demand for oil was 29 million barrels lower than a year earlier, this is a significant
change in demand

= On April 12, OPEC agreed to a 9.7-million-barrel supply cut

*  We scaled out of the following positions as the oil price continued to weigh heavily on the
businesses = our final one third of each of these positions has been sold; WPL @520.98, 5TO
@55,15, 05H @ 53,00

* |tis likely that this theme will be revisited as and when planes, trains and automobiles once
again become fully operational at levels seen before the COVID 19 pandemic

*  The timing as always is unknown but is closer than it was six months ago

.
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Outlook

*  After a strong recovery from March, the market has become maore valatile and range bound
since June. US elections will likely create added walatility

*  This has ceincided with sentiment recovering from the deep fear of the lows in March, to shades
of euphoria in recent months

*  Investars continue to grapple with engoing risks related to the pandemic and elevated
valuations on one hand, and unprecedented support from governments and central banks and
emerging signs of economic recaovery on the other

*  There is a significant market share appartunity in each sector as the recovery progresses. The
gains will go to the best capitalised businesses that have adapted to the new envirenment

*  Smaller, private businesses without access to capital markets or businesses which have not
adjusted with the times are likely to cede share

* The 2020 Federal Budget is a significant positive for the Australian economy and will support the
recovery over the next 12-24 months

*  The fund's improved liquidity and diversification profile means it is well positioned to adjust to
any changes in trends and scale in and out as required

.ﬁ.DENCE

Keep up-to-date with Cadence

= Make sure you are registered to receive our monthly newsletter, webcasts and periodic
results

= To register visit www.codencecapital.com.oufnewsletter/

s Read our articles
NOMWNGTHE — €)ASX @ sHARECAFE
eureka  (jvofMiEy (¥ Cuffelinks
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Disclaimer

The information contained in this report has been prepared with all reasonable care by
Cadence Asset Management Pty Ltd and is of a general nature only. It is provided for
infarmation purposes only and should not be construed as an offer or solicitation.
Mothing contained in this document constitutes investment, legal, financial, business, tax
or other advice. It should not be relied upon as the sole basis for making an investment
decision, nor should a decision be made until the risks of the investment are fully
understood. Cadence Asset Management Pty Ltd assumes no responsibilities for errors,
inaccuracies or omissions in this summary. The information is provided without warranty
of any kind. Past performance is not indicative of future performance. Investors may not

get back the full amount ariginally invested.
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