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Disclaimer

Antipodes Partners Limited (ABN 29 602 042 035, AFSL 481 580) (‘Antipodes Partners’, ‘Antipodes’) is the investment manager of Antipodes Global Investment Company Limited ABN 38 612
843 517 (‘APL’ or the ‘Company’). Antipodes Global Investment Company (ACN 612 843 517) is the issuer of the shares inthe Company under the Offer Document. Any offer or sale of
securities are made pursuant to definitive documentation, which describes the terms of the offer (‘Offer Document’) available at www.antipodespartners.com/apl. Any potential investor should
consider the relevant Offer Document before deciding whether to acquire, or continue to hold units in, an investment. Past performance is for illustrative purposes only and is not indicative of
future performance. This communication is for general information only and was prepared for multiple distribution. This communication is not, and does not constitute, an offer to sell or the
solicitation, invitation or recommendation to purchase any securities and neither this communication nor anything contained in it forms the basis of any contract or commitment. Prospective
investors who want to acquire under the offer will need to complete an application form that is in or accompanies the Offer Document. The Offer Document is an important document that should
be read in its entirety before deciding whether to participate in the offer. Prospective investors should rely only on information in the Offer Document and any supplementary or replacement
document. Prospective investors should contact their professional advisers with any queries after reading the Offer Document. Whilst APL and Antipodes Partners believe the information
contained inthis communication is reliable, no warranty is given as to its accuracy, reliability or completeness and persons relying on this information do so at their own risk. Subject to any
liability which cannot be excluded under the relevant laws, APL and Antipodes Partners disclaim all liability to any person relying on the information contained in this communication in respect
of any loss or damage (including consequential loss or damage), however caused, which may be suffered or arise directly or indirectly inrespect of such information. The information is not
intended as a securities recommendation or statement of opinion intended to influence a person or persons in making a decision in relation to investment. The information inthis communication
has been prepared without taking account of any person’s objectives, financial situation or needs. Any persons relying on this information should obtain professional advice before doing so.
The issuer is not licensed to provide financial product advice. Please consult your financial adviser before making a decision. Any opinions and forecasts reflect the judgment and assumptions
of APL and Antipodes Partners and its representatives on the basis of information at the date of publication and may later change without notice. Any projections contained in this presentation
are estimates only and may not be realised inthe future. The information is not intended as a securities recommendation or statement of opinion intended to influence aperson or persons in
making a decision in relation to investment. Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or reproduction inwhole or in part of the information
contained in this communication is prohibited without obtaining prior written permission from APL and Antipodes Partners. The Zenith Investment Partners (“Zenith") Australian Financial
Services License No. 226872 rating (Antipodes Global Investment Company Limited rating issued May 2019) referred to in this document is limited to "General Advice" (as defined by the
Corporations Act 2001) for Wholesale clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any individual. Itis not a specific
recommendation to purchase, sell or hold the relevant product(s). Investors should seek independent financial advice before making an investment decision and should consider the
appropriateness of this advice inlight of their own objectives, financial situation and needs. Investors should obtain acopy of, and consider the PDS or offer document before making any
decision and refer to the full Zenith Product Assessment available on the Zenith website. Zenith usually charges the product issuer, fund manager or a related party to conduct Product
Assessments. Full details regarding Zenith's methodology, ratings definitions and regulatory compliance are available on our Product Assessment's and at
http://iwww.zenithpartners.com.au/RegulatoryGui delines
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Letter from the chairman

Dear fellow shareholders,

Welcome to the latest Company quarterly update, a comprehensive review of the Company’s quarterly investment performance
to 30 June 2021, togetherwith a portfolio update and marketoutlook by Antipodes Partners Limited (Antipodes), the Manager of
the Company’s portfolio of assets.

The update starts with commentary from Antipodes on the overall market during the past quarter in order to provide
shareholders with contextabout the performance of the Company’s portfolio. Thisis followed by a summary of the Company’s
portfolio performance during the quarter. After this is a Company update highlighting the update provided to shareholders during
the quarter on the Company’s major discountmanagementinitiative, the Conditional Tender Offer (CTO).

Antipodes then provide an update on the drivers of the Company’s performance during the quarter, with it beingup 2.0%,
underperforming its benchmark which returned 9.0% for the quarter. Value as a style underperformed growth over the quarter
and the selloff in Chinese internetstocks during the quarter due to heightened regulatory oversight both contributed to this
underperformance. Given how topical Chinese internetstocks are currently, as a result of the ongoing tensions betweenthe US
and China, the feature article forthis update on Tencentis welltimed as Antipodes details why this continuesto be a high
conviction position in the Company’s portfolio.

Finally, the Outlook section gives a good overview of some of the marketextremesthat Antipodes sees in the markettoday and
how the Company’s portfolio is positioned for this, notably the preference for stocks outside the US as the rest of the world
outside the US plays economic catch-up and where valuations are materially more attractive.

We hope you enjoy the update, part of the Company’s drive to improve communication with our shareholders. We also hope
that you are enjoying the new fortnightly newsletter called ‘“The Good Value Briefing’ that provides a time ly update to
shareholders from Antipodes on the portfolio and markets. These should be in your email inbox and the latest version of which
can also be found on the Company website (antipodespartners.com/apl).

Yours sincerely,
Mﬂ, ey

Jonathan Trollip
Chairman
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Market commentary

Global equities were strong in the second quarter (+7.7% in USD, +9.3% in AUD), buoyed by continued
monetary support and improving COVID-19 vaccination rates worldwide. The European vaccination drive
caught up with the US and the UK during the period, although emerging economies continue to lag with
their rollouts. The more recent spread globally of the Delta variant will challenge those countries where
vaccination rates are still lagging, which could compound the uneven recovery seen so far.

Againstthis backdrop, overall growth overthe last three
months has been strong due to a significantreboundin
activity as economies gradually reopened. This has fuelled
inflation in some countries due to underlying factors such as
supply bottlenecks and strength in commodity prices. Whilst
many central banks regard this as transitory, policy makers
will closely watch forany persistence in inflation as activity
continuesto revert to pre-pandemic levels.

During this period investors exhibited a bias for Technology
and Energy with surging oil prices, while Utilities and
Industrials underperformed.

US equities (+8.8% in USD) were driven by a rebound in
high multiple/growth stocks, strong first-quarter earnings
growth, and the possibility of further stimulus driven by
PresidentBiden’s additional $600b infrastructure spending
announcement. Retail sales and pending home sales also
rebounded overthe quarter. There were, however, signs of
inflationary pressures. The Federal Reserve regards the
inflation increase as transitory and has publicly stated itis
considering tapering. Two rate hikes are now expectedin
2023.

Asia (+2.2%in USD) was a laggard over the quarter,
particularly Japan (-0.3% in USD) which saw retail salesfall

in April and May, weak industrial production and a slow
vaccine rollout. Meanwhile China (+4.7% in USD) was strong
despite performance being closely pinned to the recovery of
its close trading partners, as well as continued regulatory
worries. Factory activity expanded ata fast pace with the
Caixin PMIs in expansionary territory, and industrial profits
rose forthe firsttime in six months.

European equities (+7.4% in USD) were strong as the rollout
of COVID-19 vaccination programmes boosted optimism
around a sustainable reopening of the region’s economies.
With the rebound across Europe defying initial expectations,
European equities enjoyed the best quarter in five years.
There were also signs of a consensus being reached to
further stimulate growth. Firstly, the ECB increased the size
of its PEPP program to €1.35t with an extension until June
2022.Secondly, Germany cut its value-added tax (VAT) to
the end of the year with the UK governmentconsidering a
similar approach.

Elsewhere, the USD weakened (DXY -0.85%) and Gold
gained (+3.7%) with a weaker Dollar and lower yields. Brent
Crude (+21.3%) saw strong gainsin the second quarter on
further demand optimism and supply control by OPEC+.

Figure 1: Region-sector valuation heat-map?! - Composite multiple vs world — Z-score (Mar 1996 - June 2021)
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Company commentary

The Company'’s portfolio returned 2.0% for the quarter,
underperforming its benchmark which returned 9.0% over
the same period.

More detail on the portfolio’s performance overthe quarteris
outlined inthe sections entitled Portfolio Commentary and at
the start of the Outlook section.

During the quarter,on 17 May 2021, the Company provided
an update onthe Conditional Tender Offer (CTO) via an ASX
announcementand via an email to shareholders forwhom
we have an email address. Please contactus with any
gueries at invest@antipodespartners.com. Please note that
no actionis required by shareholders at this stage as the
measurementperiod for assessing the discountcondition is
still underway (see below).

Underthe CTO, the Company intends to implementan off-
marketshare buy-back for up to 25% of its sharesin issue if
the average daily pre-tax NTA discountis widerthan 7.5%
forthe 12-month period ending 18 October 2021 (discount
condition). If triggered, this will enable shareholders to sell
sharesto the Company via the buy-back at a share price
based on the average post-tax NTA per share less 2%.

As at 19 July 2021, the average daily pre-tax NTA discount
over the measurementperiod has been 11.5%.

The Company’sremaining authority for the on-marketshare
buy-back was not utilised during the quarter as the NTA
discountnarrowed, making on marketshare buy-backs less
attractive.

During the quarter, the Manager, Antipodes Partners, started
writing a fortnightly newsletter to shareholders called "The
Good Value Briefing" which captures how the team is
thinking aboutthe latest news and marketevents impacting
the APL portfolio. These are a quick three minute read and
should be in your email inbox every couple of weeks (if
you've chosen electronic communication as your preferred
method). If not, you can also find the latest version on the

Company website antipodespartners.com/apl or contactus if
you would like to be subscribed. The feedbackonitis
overwhelmingly positive

The Board of the Company remains committed to reducing
the NTA discount.

Pre-Tax Net Tangible Assets (NTA) per share movementsince IPO to 30 June 202123
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Performanceanalysis

Dividend history as at 30 June 2021

Interim 09/03/21 10/03/21 31/03/21 50%

Final 2.5¢ 08/09/20 09/09/20 30/09/20 50%

Interim 2¢c 05/03/20 06/03/20 27/03/20 50%

Final 2.5¢ 06/09/19 09/09/19 14/10/19 50%

Interim 2¢c 07/03/19 08/03/19 22/03/19 50%

Maiden* 5¢c 19/10/18 22/10/18 31/10/18 50%
Summary

Performance®as at 30 June 2021

3 months 3 years p.a. Inception®
Company 2.0% 21.2% 6.5% 9.8%
MSCI AC World Net Index 9.0% 27.7% 14.0% 11.8%
Difference (6.9%) (6.5%) (7.5%) (1.9%)

Performance & risk summary”’ as at 30 June 2021

Average Net Exposure 100%
Upside Capture Ratio 76
Downside Capture Ratio 55
Portfolio Standard Deviation 8.7%
Benchmark Standard Deviation 10.7%
Sharpe Ratio 1.13

4 The maiden dividend covered the 20 month period from IPO to June 2018,

5 All retums are in AUD terms since inception. Movement in NTA before tax for the period, adjusted for dividends and income taxes paid and the dilutionary effect of options granted to shareholders upon the Company’s ini tial lising.
This figure incorporates underlying portfdio performance net of portfolio related fees and costs, less administraion costs of the Company.

6 Inception date is 11 October 2016.

7 All metrics are based ongross offee retuns of the underlying portfolio in AUD terms since inception. The upside/downside capture ratiois the percentage of benchmark performance captured by the fund during months thet the
benchmark is uptdown. Standard deviaionis a measure of risk with asmaller figure indicaing lower retum vaatility. The Sharpe ratiomeasures retuns ona risk adusted basis with a figure > 1indicating a higher return then te

benchmark for the respective levels of return volatility.
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Portfolio commentary

Note: The term “cluster” or “exposure”is used herein to
reference a collection of positions which exhibit similaritiesin
their risk profile including an irrational extrapolation around
change, end-market, style and macro characteristics.

Key contributors to performance overthe quarterincluded:

e Industrials cluster, including Siemens and General
Electric, which performed well as the marketbegan to
view cyclical businessesthrough a more favourable lens
following confidence around vaccine-led reopening and
positive implications for economic activity. Volkswagen
was a notable contributor due to better than expected
sales and cash flow guidance for this financial year
despite the ongoing investmentin electrification and
digitalisation, anticipation around the company's
upcoming EV launches,and a decline inrebates as
supply and demand for new vehicles broadly remains
tight due to semiconductor chip shortages.

e Consumer Cyclical Developed Markets (DM) cluster,
including ING Groep and Capital One Financial,on
improvementin the economic outlook. ING and Capital
One have consistently reported lower than expected
credit costs over the last 12 months, dividends and
buybacks have recently lifted, and both companies have
considerable excess capital to facilitate additional capital
distributions.

Top 5 contributors & detractors

Qil/Natural Gas cluster including Exxon and Equinoron
positive outlook for energy demand with vaccine-led
reopening whilstsupply growth remains disciplined.

Hardware cluster notably TSMC and MediaTek. TSMC
continuesto benefitfrom strong demand forleading edge
semiconductor manufacturing in the company's key end
markets and is taking marketshare with customers
reinforcing itsdominantposition. Likewise, MediaTek
continuesto report strong order growth as the company
closesthe gap with Tier 1 competitors, taking market
share in handsets, gaming and datacentres.

Key detractors to performance over the quarterincluded:

EDF in the Telco/Infrastructure DM cluster suffered as
a decision regarding the company's new regulation and
restructure, expected early in the year, was delayed.
News flow post quarter end indicated the process is back
on track and the stock recouped almostall of its losses.

Software/Internet Asia/Emerging Markets (EM) cluster,
notably JD.com and Meituan Dianping, amidstongoing
domestic scrutiny of Chinese internetplatforms. Despite
near-term regulatory issues, the long-term outlook for
Chinese internet/e-commerce remains attractive given
opportunitiesto increase penetration in lower tier cities,
expand into new categories, and in digital advertising
where ad penetration lags mostdeveloped markets.

Top 5 contributors Top 5 detractors

Facebook 0.79% Ping An Insurance (0.35%)
Microsoft 0.51% Volkswaaen AG (0.29%)
Exxon Mobil Corp 0.32% First SolarInc (0.18%)
Teck Resources Ltd 0.29% Siemens Eneray AG (0.17%)
Capital One Financial 0.28% Siemens (0.15%)
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Portfolio positioning

Key changes overthe quarter included:

e Addingto the Online Services - Asia/lEmerging
Markets (EM) cluster, notably via Meituan, as broad
concerns around regulation provided an opportunity to
add to this company which hastakenthe leadin the
modernisation of fresh food and grocery staples, a
sizable opportunity given China's grocery marketis
valued at c. $2t.

e Addingto the Infrastructure/Property Developed
Markets (DM) cluster via Frontier Communications, a
fixed line broadband telco in the US with a unique
opportunity to roll out fibre-to-the-home toup to 7% of US
residential homes atvery attractive returns.

e Addingto the Software cluster via dominantplatform
companiesthatare cheap relative to both smaller peers
and their own growth profile after a period of relative
sector under-performance postthe approval of COVID-19
vaccines.

8 Antipodes | Quarterly shareholder update | 30 June 2021

Rotating exposure withinthe Consumer Cyclical - DM
cluster by reducing exposure to US financials thathave
reached price targets on confidence around economic
normalisation and adding to European financials which
will benefitfrom a cyclical rebound in economic activity
as reopening continues. The European Central Bank's
relaxation around distributions can act as an additional
driver for returns.

Reducing exposure to the Industrials cluster following a
period of strong performance due to confidence around
economic normalisation. The position in Honda Motor
was exited with a preference for Toyota and Volkswagen,
which are better positioned for the transition to EVs.
Volkswagen was trimmed after a sustained period of
outperformance.

Reducing exposure to the Infrastructure/Property -
Asia/EM cluster viaKT Corp as the marketpricesin a
benign competitive landscape and improving outlook for
capital distributions.




Cluster exposure & quarterly change®

Sector/cluster Bench S month 12:month Long examples
mark net change net change g P
Global 39.6% (4.7%) 34.9% 33.7% (3.9%) 5.0%
Industrials/Materials 19.6% (3.6%) 16.0% 14.1% (4.9%) 7.2% \écl’_:'ks""ag en, Siemens,
. Equinor, Technip
Oil/Natural gas 4.0% (0.2%) 3.8% 2.7% 0.5% (1.8%) Energies
Hardware 9.4% (0.7%) 8.7% 7.3% 0.4% 0.5% Samsung Electronics,
TSMC
Healthcare 6.6% (0.2%) 6.4% 9.6% 0.1% (0.9%) Sanofi, Merck
NA/Europe Domestic 39.1% (4.2%) 34.9% 52.7% 6.4% 13.5%
Software/internet 16.2% (2.5%) 137%  18.1% 4.6% 500 -acebook,Microsoft,
Amazon
Consumer defensive 6.8% (0.3%) 6.5% 7.6% 0.2% 2.5% Coca-Cola, Walgreens
Consumer cyclical 9.3% (1.3%) 8.0% 20.0% (0.3%) 2.0% ING, Lowe's
Telco/Infrastructure 6.7% - 6.7% 7.0% 1.9% 3.9% EDF
Asia/EM Domestic 17.2% (0.6%) 16.6% 13.2% (0.3%) (0.1%)
Software/Internet 8.2% - 8.2% 3.5% 2.0% 3.3% Tencent,JD.com
Consumer defensive 2.1% - 2.1% 1.2% 0.5% (1.3%) Yum China
Consumer cyclical 6.0% - 6.0% 6.4% (0.7%) (0.7%) Ping An, KB Financial
Telco/Infrastructure 0.9% (0.6%) 0.3% 2.1% (2.0%) (1.5%) KT Corp
Tail risk hedge (equity) 1.4% (5.4%) (4.0%) 0.4% 0.1% (4.0%) Newcrest
Total equity 97.2% (14.8%) 82.4% 100.0% 2.3% 14.4%
Tail risk hedge (other) - (8.4%) (8.4%) - 0.7% (2.2%)
Currency exposure
35%
25%
15%
I I' 1 I
| T T T
-5%
¢ 3 £ > & & @ O & @ & &
L TSP R
2 & & & 3 & N & < S S &2 O
© ~l§ ¢ Q{bo *(\\QQ) fb\“@ «’Z}\(b &® & ° o“b fbé\’b eb\(o & +©
W O S S & @ QO & N S
e?ﬁ ?9 %0 ) @ \2\0(\

B Global - Long Equity Global - Total Currency

8 Options expaosure represents the market downside. For put options (typically used o limit potential downside) delta-adjusted exposure is used and for call opiions (typicaly used to capture potertial upside) exposure is cal cuiaied

using the current option value.
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Feature: Tencent

Tencent is a digital empire that is embedded in the everyday life of the Chinese consumer. The core social

messaging app WeChat has been leveraged to offer users media/entertainment content, eCommerce,

payment and financial services solutions to name afew. Tencent has also invested in a range of

technology companies and inthe gaming and cloud verticals to broaden its offerings. The company has

built a valuable asset based on unrivalled user engagement and exposure to large addressable markets.

Irrational extrapolation

Tencent has undergone a significantvaluation de-rate since
the beginning of the year amid weakening Chinese economic
data, from buoyantlevels, and increased regulatory scrutiny
and uncertainty across the Chinese internetsector. The
same types of stocks in the US are trading at close to all-
time share price highs, although in both cases the stocks
have de-rated relative to very strong earnings growth.

In addressing these concerns, our base case remainsthat
changesinregulation are designed to preventanti-
competitive behaviour, particularly in the e-commerce space,
rather than stifle the growth of internet businesses more
generally. In this context, Tencent’s core advertising asset,
WeChat, is less likely to be directly impacted by regulation
than e-commerce peers such as Alibaba. Further, online
gaming, which represents roughly 40% of group revenue,
went through a rigorous regulatory processthree years ago
so Tencent has experience in navigating these issues.

More importantly, competition is increasing across both e-
commerce and online advertising in China as new customer
channels are emerging (such as community group buying)
and with the evolution of new social platforms (Douyin/
TikTok and Kuaishou). In the mostpart these platforms are
not direct competitors to Tencent’s business. However, as
the platform with the highesttime spent, Tencentis
competing for eyeballs and ad spend againstthese fast-
growing apps. Although such interlopers may fragmentthe
opportunity for Tencent, their impactis insignificant
compared to the material growth in digital ad spend and the
extent to which Tencent is currently under-monetised.

Tencentis also ramping up investmentin three key areas:
developmentof long production games, shortform video and
enterprise software. While the marketmay penalise the stock
due to some uncertainty regarding the shorter-term payoff
from these investments, these initiatives will strengthen
Tencent’s positionin key verticals, build barriers to entry
againstsmaller players, and drive growth and marketshare
over the long-term.
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Business resilience/Multiple ways of winning
Competitive dynamics & product cycle

Tencent has built a formidable lock on the Chinese
consumer asit has developed online solutions for the most
necessary daily utility-like activities. The core WeChat
platform has morphed fromits origins of a simple messaging
platform.Consumers now use the app for media &
entertainmentcontent(games, news, video, music), official
accounts (similarto Twitter), eCommerce mini-programs
(branded shopfronts) and financial services (payments and
wealth management) to name afew. The strength of this
platform is evidenced viaits 1.2b Monthly Active Users
(MAUS) on the core WeChat app, of which 82% will engage
with the app on any given day for an average 84 minutes
(and this excludes separately linked apps such as Tencent
music).

This provides Tencentwith valuable user data and creates a
direct portal to the consumer —ultimately it enables Tencent
to provide a superiorreturn on investmentfor advertisers.
The company is currently not monetising its powerful position
to its full potential, with just a 12% share of the Chinese
digital ad market. Some new initiatives in videos, WeChat
Moments (similar to Facebook newsfeed) and monetisation
of the WeChat mini program GMV are all potential ad
revenue sources, not all of which are in ourbase case, that
could materially fast-track the opportunity.

The penetration of digital advertising in China is still low
relative to developed markets. Beyond a moderate and
consistentshare gain there is material upside in digital ad
growth in China, which currently equalsjust 0.4% of GDP
comparedto the US at 0.6%. Given the rapid technological
adoption seenin China as the country developsthereis no
reason why digital penetration will notreach similarlevelsto
that seen in developed markets.




Figure 2: Digital ad as % of GDP
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Sources: eMarketer, Antipodes

Tencent hasleveraged its platform into fintech services
which provides another avenue for monetisation. Itis the
leading offline paymenttool and is catching up in online
payments through its mini-program GMV (up 100% in 2020).
Tencentis a powerful third-party distribution partner for
financial productissuers across wealth and insurance
products and in credit lending where Tencentonly refers
businessto its 30% owned WeBankto avoid the ire of the
regulator.

Gamingis an adjacentvertical that Tencentdominates, with
its 60% marketshare in China. The company has strong
publishing and distribution capabilities as well as a library of
established titles that make it difficultfor a competitor to
catch up outside of one-off hits. Again, engagementwith the
consumeris high as the time spent per daily user on key
tittes is 100-140 minutes. There is also an attractive global
opportunity given its strong content JVs and world class
internal game development; the global gaming marketis four
timeslargerthan China’s at$160b.

Finally, Tencent’s Cloud business (numbertwo in China) has
potential for meaningful growth overthe medium term. Cloud
adoptionisstill in its early stages in China outside of the
internetverticals. We expect this to ramp up with the
developmentof PaaS (Platform as a Service) and SaaS
(Software as a Service) products providing value added
servicesto customersand a higher margin businessfor
Tencent. This business differs from the consumer focused
core, butis synergistic given the great deal of content and
data thatis managed and as Tencent continues to work with
investee companies.

Regulatory

Chinais inthe process of implementing new regulationsin
three key areas:to restrain monopolies, govern fintech firms
and protect data privacy and security. The Cybersecurity
Law (enacted in 2017), Antitrust Guidelines for the Platform
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Economy Industry which became effective in February 2021,
the Data Security Law (already released and comesinto
effectin September), and the Personal Information
Protection Law, which just underwentits second draftand is
expected by end of 2021, are all the result of this effort.

Alibaba, with the surprise cancelation of the Alipay IPO, and
as the recipientof the largest fines, would seem to have
been the majortargetof new regulations.

Details of this greater regulatory scrutiny and investment
implicationsinclude:

e Antitrust Guidelines forthe Platform Economy targetthe
dominance and potential anti-competitive behaviour of
the majore-commerce platforms. The new regulations
make itillegal for the platform companies to restrict
suppliersto exclusive deals, use technology such as
algorithms or data/traffic throttling to behave in an anti-
competitive fashion and price/offer discriminate between
consumers.

e Asaresult of new fintech regulations, Alipay, et al, is now
required to hold a higherlevel of regulatory capital
againstany loan originations.

o Afocuson domicile of listing, especially forcompanies
that are considered to hold large and sensitive datasets -
witness the recent “punishment” of ride-hailing app Didi
forlisting in the US. The variable interest entity (VIE)
structure is used by Chinese technology platformsto
access foreign investors and avoid running afoul of
Chinese ownership laws AND at the same time often
maintain voting controlin a similar mannerthatthe large
US founder-led platforms such as Facebook and
Alphabethave done via supervoting class shares.
Chinese authorities have announced thatthey plan to
review and amend special provisions concerning the
listing and capital raising activities of Chinese limited
stock companies outside of mainland China, with VIE
structured companies potentially requiring approval from
onshore regulators before listing offshore. The motivation
forthis would appearto be two-fold: Chinese capital
marketreform and control. China ultimately wants its
leading companies to be accessible to Chinese domestic
investors by encouraging a move in the primary listing to
either Hong Kong, accessible to the mainland via the
stock-connectprogram, or the mainland. This would
seem sensible and positive at mostlevelsand hasbeen
happening forsometime,initially in response to US
legislative threats, with three of our current holdings
(JD.com. Trip.com and Yum China) having listed in Hong
Kong in the last 12 months. The global strategies do not




have exposure to Chinese ADR'’s that do not also have a
Hong Kong listing.

In Tencent's favour, via its mini-programs which facilitate the
operation of independentstore fronts, itis enabling greater e-
commerce competition and in that regard the company
appears better positioned to weather greater scrutiny.
Further, the company hasincubated and co-invested in
many start-ups across differentverticals, providing access to
the platform and technologies with the objective of improving
consumer experience and to benefitfrom co-investment.
Finally, gaming and fintech have come underregulatory
scrutiny in the past and the company has navigated these
challenges and made appropriate changesto its business to
remain compliant.

Uncertainty is not good for short-term sentimentand it will
take time forthis to dissipate. However, when we stress test
each of our holdingsthey are all in good shape to manage
the regulatory risk. Further, our experience with Facebook
shows that heighted regulatory concerns, all else equal,
allow incumbentcompanies to build even higher barriers to
entry and hence can prove to be buying opportunities.

Management and Financial

Managementhas a clear vision of maximising long-term
outcomes as larger addressable marketopportunities are
identified, as well as striking a balance between monetising
these efforts while ensuring a positive user experience and
navigating the regulatory environment.

Figure 3: Tencent core P/E ex investments
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Ultimately this will likely hold monetisation below levels seen
at counterpartsin the developed world (as is the case across
the broader Chinainternetspace). However, this model will
position Tencent's platform to become utility-like with an
exposure to the fast-growing Chinese middle income and
premium consumer which should translate to a 15%+ p.a.
structural growth opportunity in the long-term.

Style and Macro

Tencent offers cheap exposure to the quality and growth
factors, though at times China macro will weigh on these
defensive characteristics.

Valuation

The internetsector globallyis one of the few sectors where
valuation dispersion is low as moststocks have re-rated to
high multiples versus history. The exceptionstend to be
some of the larger capitalisation stocks such as Facebook
and Tencent which not only trade cheaply relative to their
historical multiples butalso relative to the broader sector.
Tencent’s core businessis priced at 16x 2023 earnings with
additional value coming fromits other digital investments
with attractive long-term opportunities (currently valued at
$250b or 37% of market capitalisation). This is inline with
the world average multiple despite Tencentgrowing earnings
ataround 20-25% p.a, that is a much higherrate than the
average company. This also represents a material discount
relative to the company’s five-year average valuation
premium of 100%. On this basis we see material upside.
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Margin of error

The key risk to our case is that Bytedance, which has been
taking time share from Tencentsince 2018 (it has over 1bn
MAU and 600mn DAU now), could continue to pressure user
time spent on Tencent properties. Further, regulatory
headwinds in the education sector could impede advertising
growth in this vertical and the launch of Digital
Currency/Electronic Payments (DCEP) limits upside in offline
consumption take rate. Cloud services are also still in
nascentstage where there is a lot of supply but demand is
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yetto catch up. So while there is high confidence thatthe
payoff from investmentin this area will be significant,itmay
take longerthan expected. Finally, regulatory risks are rising
across mega-cap tech and Tencent may face regulator-
imposed penalties thatare larger than expected.

Developmentsin the competitive environmentand regulatory
landscape need to be closely monitored, however the above
risk factors are accounted forin our thesis by taking a
cautious view of monetisation in our base case.




Outlook

A broad preference for low multiple — or value — stocks since the first positive vaccine announcements in
November 2020 stalled in the second half of this quarter. Positioning for higher inflation became the
consensus trade in both bonds and equities, peaking towards the end of May. The reality of higher inflation
saw a fierce reversal of this trade back into long-duration favourites into quarter end. Value as a style
underperformed growth over the quarter. Whilst broad indices are posting fresh all-time highs, breadth has
pulled back sharply with index performance driven by fewer names.

Againstthis backdrop our global portfolios lagged the
broaderindex. The rotation into value has been led by
weaker expressions of value (some of the worst performing
sectors in 2020) and US equities, as the US has led the
developed world vaccine rollout. Our underweightto the US
has acted as a headwind to portfolio performance, in
particular our underweightto domestic-facing US businesses
(domestic cyclicals®) given the stellar performance of this
category over the past three to six months. Whilst this
positioning has hurtin the near term, the rationale —
expensive valuations and timeliness — still holds. US
domestic cyclicals are 1.7 standard deviations expensive
relative to their own historical valuations and are materially
more expensive than similar businesses elsewhere in the
world (see Figure 4). We also maintain the view that US
cyclicals will be unlikely to sustain their lead as the vaccine
rolloutcatches upin the rest of the world.

The long-term outperformance and re-rating of US equitiesis
confronting. We have provided three ways to visualise thisin
Figure 4: Global Long Strategy valuation clustering®!

Composite valuation' v world (z-score)

the charts on page 17. Figures 5 and 6 calculate the
cyclically adjusted EV/EBITDA multiple in both absolute
and relative terms. Based on our look back period to 1995,
the US has never been more expensive on both measures,
whilstthe World x US is close to an all-time low in a relative
sense. The two regions have a cyclical relationship when it
comesto EBITDA growth. Over the ten years to 2012, the
World x US outgrew the US by 3% pa, but forthe ten years
since the US outgrew by 2% p.a. During this period,the US
benefitted from two arguably transitory tailwinds; the Trump
tax cuts and outsized COVID stimulus. Seculartrends such
as cloud and internet were led by US companies, however a
structural capital spending cycle emerging around
decarbonisation would benefitequities in other parts of the
world. Importantly, there is very little long-term historical
difference in growth outcomes thatwould justify the current
US premium. Figure 7 calculates marketcapitalisation to
GDP, whichis overly simplistic given the difficultiesin
adjusting for multinationals, butnonetheless capturesthe
trend.

_ 0.0 (0.5) ©.1) a.n (1.0) _ Developed Asia
Al Industrials & Commodities Hardware Software & Interet  Consumer & Healthcare by octic Defensive  Domestic Cyclical Financials
Global Cyclical Global Defensive
Active weight2 (%)
(224) (13 _ o2 [T -
“ (1.1) (0.2) (1.0) (0.9) 24 23 Emerging Markels
Al Industrials & Commadities Hardware Software & Internet  Consumer & Healthcare pomestic Defensive  Domestic Cyclical Financials

Global Cyclical Global Defensive

Source: Antipodes
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Active weight: Composit of forward PE, EV/Saes, EV/Operaing Capital Employed (including goodwill) and
cyclically adjusted PE and EV/EBIT for industrials, with EV based measures replaced with PB and cyclically

adjusted P/Pre-provision profits for financials




Figure 5: Cyclically adjusted EV/EBITDA
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Figure 6: World relative cyclically adjusted EV/EBITDA
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Figure 8: Regional returns (10Yrolling p.a.)
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Finally, Figure 8 measures the 10yr rolling common currency
returns by region —the spread between the highest, the US
atroughly 15% p.a., and the lowest, EM at negative 1% p.a.
is extreme.

Our underweightto the US is not simply contrarian, it's
based on valuation fundamentals. The multiple premium
appliedto US assets was already high when Antipodes was
foundedin June 2015 and has become more extreme since
then. All else equal, we aim to be relatively style and macro
neutral at the portfolio level however this has become
increasingly difficult while retaining valuation discipline.

Our exposure to Chinese consumer and internetstocks
weighed on performance as the marketcontinuesto cometo
termswith a changing regulatory environment. Recent
events regarding ride-sharing group DiDi indicate how fluid
the situation remains. However, and as seen in developed
markets, concernsregarding regulatory risk can often
presentattractive buying opportunities. While acknowledging
the uncertainty, we continue to hold the view that domestic
regulationin Chinais designed to preventanti-competitive
behaviourratherthan stifle the growth of internet businesses.
We remain constructive on internet businesses where
consumers benefit, such asincreasing e-commerce
penetration in lower tier cities, the modernisation of fresh
food,andin digital advertising given the size of the
opportunity and under-penetration relative to developed
markets (as discussed in the Tencent feature). That said, we
cannotignore that risks have risen and should be factored
into valuations. For example,we assume Chinese platform
companies continue to under-monetise relative to their
potential to manage regulatory risk. Monetisation rates are
up to 50% lowerthan developed world counterparts, and this
discountwill likely persist.

Chinais the firsteconomyto begin tightening, with credit and
liquidity growth slowing in recent months. In an era of
unorthodox policy in the West, it mustbe remembered thisis
a normal response to an economy thatis humming. Should
the economy weaken, policy makers have the capacity to
loosen once again. Arguably other parts of the world do not
have the same dry powder. The risk, naturally, is that China
over-tightens so the situation needs to be monitored.

With the COVID-19 Delta strain in the headlines, it's
importantto note transmission has not translated into higher
hospitalisations and deaths in countries where vaccinations
are well-progressed. 85% of UK adults have received at least




one dose followed by 60-65% in the US and Europe’?.
Indeed, Europe’s vaccination rate has quickly caught up over
the quarter. At this stage, a return to widespread lockdown in
the northern hemisphere appears unlikely. We expect policy
makers globally to continue to focus on the vaccine rollout
and believe a successful rolloutin Emerging Markets is
centralto a global pathway to herd immunity and cross
borderreopening beyond regional travel bubbles.

As the global economy shows signs of normalisation, the
question is whether the price action in June signals that the
rotation into cyclicals has runits course - will the market
return to the bond proxy/long-duration trade? We view the
June price action as a necessary consolidation atthe end of
the first phase of an ongoing rotation in marketleadership.
This first phase was defined by a normalisation in inflation
rather than economic growth expectations.

As has beenwidely discussed, inflationary pressures are
building atevery channel including raw materials, energy,
transport costs, labour. Clearly there are some pandemic
related pressures that will fall away as supply chains
normalise, butthe extent of excess savings and pent-up
demand could see consumption overshootas restrictions are
still easinginthe northern hemisphere. Add to the mixthe
fact that house pricesin the US are at 20-year highs'®*and
accelerating atthe highestpace in the last 15 years, with no
base effect. Assuming historical relationships hold, this will
translate into higherrent costs in the months ahead. Further,
evenwith 6m jobsyet to be regained, againsta pre-
pandemic base average hourly wages are growing at4.9%
p.a. compared tothe long run trend of 2.9% p.a. We think

Figure 9: Services Inflation vs Goods Inflation: 2019 — 2021
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near-term inflation will overshootexpectations and won’t
peakuntil late 2022 — the question then becomeswhere
doesit settle inthe medium term?

In the US, goodsinflation has been running flatover the last
decade while the service sector has inflated atapproximately
2.5% p.a. (Figure 9). COVID flipped the status quo such that
goodsinflated with tensions in supply chains while services
inflation fell below trend due to lockdowns buthas recently
normalised.

China’sintegration into the world economy has been one of
the mosttransformative events overthe last 30 years. The
global economy saw a one-off doubling of the supply of
labour at a materially lower costthan that of developed
markets, and the developmentof the largest scale, lowest
cost production centre the world has seen.

Chinahasbeen a major deflationary force, butthis is
changing. The pool of low-costlabourthe world has tapped
into is rapidly shrinking.In 1990 labour in China was 60%
cheaperthanthe US (adjusted for productivity), but this
arbitrage closed to 20% in 2018, This gap will continue to
narrow as incomes are rising quickly in China. Today 185m
or 50% of Chinese households have an average income of
less than $8,500, but by the end of this decade this pool of
very low-costlabouris expected to halve as households
graduate to “aspirational” or “premium” consumer
classifications (see Figure 10) due to domestic economic
development. China’s transition from the world’s factory to a
modern consumer-led economy is accelerating.
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Figure 10: Chinese household wealth and consumer income: 2020to 2030
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Hence, a large structural deflationary impulse may be
reversing. Additionally, China’s central governmentis
weaning weak and inefficient state-owned enterprises off
governmentaid and prioritising decarbonisation. Inefficient
capacity will likely be closed and capacity restrictions
enforced in carbon intensive industries such as steel,
aluminium and chemicals. This should mean, all else equal,
structurally higher raw materials prices going forward.

At the margin, some manufacturing will bleed into other low-
costregions, butit seemsnearimpossible to replicate
China’s unified national strategy of industrialisation. Other
large pools of low-cost labour such as India and Africa do not
have China’s political system oradministrative capital to
achieve similar scale and efficiencies in production and
logistics.

Beyond China’s evolution in demographics and policy,and a
trend for supply chains moving home, generous transfer
paymentsin the US are applying upward pressure on the
minimumwage. The lowestincome decile of American
workers have seenincomesincrease by roughly 20% during
the past year even withouta job.US companiesregardless
of size and industry are indicating that an inability to hire
workersis a key constraint. Some of the largest employersin
corporate America - McDonalds, CostCo, Walmart, Amazon -
have lifted wages for low-income employees, a change worth
paying attention to. Unemploymentbenefits are scheduled to
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expire by Septemberwith some states reducing these
earlier, but it poses an interesting dilemma for policy makers
and corporatesin an age of rising populism. Dominant,
technology savvy companies will generally manage wage
and cost pressures better. However both the equity and
credit markets seem more willing to pay a higher price for the
opposite — companiesin weaker competitive and financial
positions with limited pricing power and/or cost control.

Investors should pause to consider the implications of a
potential structural inflection in goods prices after a multi-
decade period of slumber.

Pushbackto our longer-term inflation views likely centre
around a belief thataging populations, technology and
extraordinary levels of governmentdebtare deflationary.
These topics, including a comparison to the Japanese
experience are discussed at length in our recent podcast:
challenging the inflation consensus. In summary:

e Globaldemographics are inflecting; as populations age,
the proportion of consumers (young and the old) to
workersis now increasing.

e Contraryto popularbelief,consumption increases as
populations age. While the nature of consumption
changes, spendingincreasesin aggregate. This
spending will need to be financed by governments.



https://antipodespartners.com/blog/challenging-the-inflation-consensus/
https://antipodespartners.com/blog/challenging-the-inflation-consensus/

e The abilityto grow out of ballooning levels of government
debt seems limited as the bulk of gains from the labour
force and productivity growth have been reached.
Governments could increase taxes, though the politically
acceptable choice may be an attemptat inflate thatdebt

away.

Technological innovation is not new and while at the
margin itcontinuesto be deflationary, itwill be sometime
before we see Al replacing white-collar jobs. The
increasing politicisation of rising wealth inequality may
see this at least partially offsetby a permanently higher
social wage.

The Japanese experience is worthy of study, with their
population aging atthe same time that Chinawas
deflating the world. Japanese corporates took advantage
of this, offshoring to such an extent that it offsetany
domesticinflationary impulse. From the perspective of
policy, Japan experimented with quantitative easing well
before the rest of the world, but nowhere to the scale
observed today.

Data indicates economic activity globally has returned to
trend levels. The current cycle, however, can extend further
given quantitative easing is funding aggressive fiscal
stimulus which finds its way more directly into the real

economy and given the overall strength of household
balance sheets.

US household disposable income is 6% above pre-COVID
levels (e.g. from wage increases, equity market gains) while
spending is 5% higher. Accordingly, the underlying
household savings rate remains modestly elevated (8.5% in
May 2021 vs 7% trend*®). US households have neverbeen
in a stronger position to continue consuming above trend,
with pent-up savings since March 20 from stimulus and
underspending equivalentto 17% of current run-rate
spending.

With activity normalised and indeed supported by excess
savings/pentup demand, inflation expectations have
returned to 2-2.5%, consistent with the average seen over
the last 25 years. Despite this, real yields remain negative
and anchored at historic lows, which we continue to view as
an extreme anomaly (Figure 11). Inflation protected bond
prices are at bubble like levels — real yields should be higher
(bond prices lower) againsta backdrop of economic
normalisation.

The second phase of the rotation will be dependentonthe
emergence of a self-sustaining investmentcycle. Central
banks do not want to expand their balance sheets at the
same pace as last year, so the cycle will eventually slow

Figure 11: Nominal yields, real yields & implied inflation (10-year rates)
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unless private sector borrowing accelerates, or governments
add additional stimulus. The pandemic hasresulted in a
change in policy makers’ attitudes towards fiscal stimulus -
the fiscal channelis now open — and policy makers will be
reluctantto shiftto austerity too quickly.

Decarbonisation and nextgeneration technology are two
multi-decade investment cycles we have been highlighting
forsometime. Additionally, an unbundling of global supply
chains prompted by COVID-exposed weaknesses in just-in-
time supply chains and geopolitical tensions can see a
revival in the developed world capex cycle. As can be seen
from Figure 12, US capital expenditure as a percentage of
GDP is at 30-yearlows as this investmentshifted to China.

Figure 12: US capex as a percentage of GDP
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While it may not necessarily be a smooth transition from
stage 1 to 2, vaccines and reopening provide scope for
policy makersto pivot away from income to investment
stimulus. Decarbonisation and infrastructure (technology,
healthcare and traditional) are areas that will likely be
targeted, which canlead to a more permanentshiftaway
from a perceived low growth, low real rate environment.
Higherreal yields would drive a further rotation into new
marketleaders and would prove to be a headwind for we aker
and expensive expressions of the growth complex.

Given this framework, how do we reconcile recentmovesin
bonds and equities? A backdrop of economic healthand a
stronger inflationary pulse suggests long-term yields should
be rising butinstead 10Y Governmentbond yields fell from a
recent high of over 1.7% to below 1.5%. We’ve seen an
aggressive flattening of the yield curve despite the Fed
revising inflation, growth and employmentforecasts higher.

16 Expanded health, income and childcare tax credts per the planned American Families Plan legislation couid
see cash flows of low-income eamers remainrelatively unchanged even with September's expiry of additional

unemployment benefits
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Positioning for higherinflation became the consensustrade
by mid-quarter. The market ‘sold short’ bonds in anticipation
that long-term yields would rise with higher inflation prints,
bond priceswould fall,and a profitcould be made by buying
bonds back at a lower price. As positioning in this trade
intensified (Figure 11) fixed income traders locked in profits
by buying bonds back, driving bond prices higherand yields
lowerwhich fed into a reversal of the cyclical/value rotation.

Hence, the recent movesinthe bond marketappear
technical rather than a concern the Fed will tighten too early,
choke off the economicrebound pushing investors back into
the long-duration, growth atany price trade. To make it clear,
we find the valuation of some of the larger capitalisation
internetand software stocks such as Microsoft, Facebook
and Tencent attractive and we own them, however, we
continue to struggle with valuations of many of their smaller,
competitors with narrower offerings.

At a high level,we see four major near-term risks facing the
US equity dominated global benchmark:

e The economicrecoveryiswell priced by the market,
especiallyinthe US;

e When US stimulus expiresin September, if the job
markethasn’tfully normalised, excess household savings
could remain unspent. Hence, consumption may slow
just as the economy fully reopens and supply chains
normalisels;

e Based on the pipeline of inflationary pressures, we don’t
see US core inflation peaking until late next year; and

e Retail equityinflows and participationin the markethave
reached the extreme levelstypically associated with
periods of irrational exuberance.

The risk remainsthatthe economy slows materially before
any stage 2 self-sustaining investment-led recovery gains
traction. Hence, the nightmare scenario for US equities given
elevated valuations, is a weaker economic environment
evolves againsta backdrop of higherinflation —the dreaded
stagflation outcome. For an equity marketthat is priced on
the assumption of permanentstimulus, low yields and high
profitshare, and a Fed leadership thathas limited
experience in navigating higherinflation, this scenario is far
from priced. We would argue that the best way to manage
this risk is to focus on investing in resilientbusinesses atthe




right price, and incorporate some inexpensive tail-risk
protection.

Despite broad equity indices hitting fresh all-time highs,
opportunities still exist in relative valuations. Real yields will
respond to a backdrop of economic normalisation, which can
act as a catalyst to further tighten multiple dispersion (the
valuation multiple applied to the mostexpensive stocks
relative to the cheapest). Multiple dispersion has already
begun to contract on confidence around reopening but
remains elevated in a historical context. Higheryieldswould
force the marketto reassess the price it's prepared to pay for
secular growth companies given their starting multiples are
elevated. Not all highflyers are genuine disruptors. Some will
be revealed as growth traps and ultimately notjustify their
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lofty multiples, justas some lower multiple stocks are
permanently disrupted and hence their prices don’trecover,
the classicvalue trap. There is a heightened risk of both
outcomesinthe current environmentof easy money.

As a pragmatic value manager, we seek out resilient
businesses at attractive valuations. The portfolio has
exposure to a collection of companies across the growth
spectrum that are attractively priced relative to their growth
profile. A dogmatic approach to value — wedding to low
multiple stocks with an expectation of mean reversion —can
resultin episodic periods of outperformance. A pragmatic
approach should resultin higherrisk-adjusted returns
through the cycle.




Appendix

Marketreturns to 30 June 2021 (USD, p.a.)

Absolute performance (%) 3m 1y 3y 5y 10y

Regional equities (MSCI)

AC World 7.4% 39.3% 14.6% 14.6% 9.9%
USA 8.8% 41.9% 18.8% 17.5% 14.3%
Europe 7.4% 35.1% 8.7% 10.3% 5.6%
Japan (0.3%) 24.8% 7.2% 10.2% 7.2%
Korea 4.8% 66.2% 14.9% 16.2% 6.4%
AC Asia ex Japan 3.6% 39.6% 12.2% 14.5% 7.0%
All China 4.7% 32.2% 13.3% 14.6% 7.4%
EM ex Asia 10.1% 40.3% 5.5% 6.6% (1.5%)

Global sectors (MSCI)

Consumer Discretionary 5.9% 46.3% 18.6% 18.4% 13.6%
Consumer Staples 5.7% 20.7% 9.5% 6.3% 8.4%
Energy 9.3% 39.1% (5.4%) 1.0% (1.4%)
Financials 6.2% 48.9% 8.2% 12.1% 7.3%
Health Care 9.4% 23.5% 15.8% 12.4% 13.1%
Industrials 4.7% 44.6% 12.3% 12.9% 8.9%
Information Technology 10.5% 46.0% 28.4% 29.3% 19.6%
Materials 6.0% 49.0% 12.5% 15.0% 3.9%
Communication Services 8.0% 42.0% 20.4% 10.3% 7.9%
Utilities (0.4%) 14.7% 8.5% 6.3% 5.3%

Commodities

Crude Oil Brent 18.9% 80.8% (2.0%) 8.5% (4.0%)
Gold 4.3% (0.3%) 12.1% 5.9% 1.6%
Bloomberg Commodity Index 13.3% 45.5% 2.6% 1.3% (5.0%)

Bonds (BAML)

Global Government 1.0% (0.1%) 3.2% 1.2% 1.5%
Global Large Cap Corporate 2.7% 5.7% 6.4% 4.5% 3.9%
Global High Yield 2.6% 15.6% 7.3% 7.2% 6.3%
Currency

AUD (1.4%) 9.0% 0.5% 0.2% (3.5%)
USsSb 0.0% 0.0% 0.0% 0.0% 0.0%
EUR 0.9% 5.6% 0.5% 1.3% (2.0%)
JPY (0.4%) (2.8%) (0.1%) (1.6%) (3.1%)
CNY 1.4% 9.5% 0.8% 0.6% 0.0%
SGD (0.0%) 3.8% 0.5% 0.0% (0.9%)

Source: MSCI, BAML, Bloomberg, FactSet
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