INVESTSMART

Don’t let three letters
ruin your retirement



AUSTRALIA’S FIRST ACTIVE ETHICAL ETF

« Higher returns

* Increasing risks for businesses

* Investors are becoming activists

* The fall of the Professional CEO
 Governments are getting involved

ESG is becoming the norm




ETHICAL COMPANIES (MOSTLY),
SUPERIOR BUSINESSES

What industries are out?

Industry standard negative screen

« Standards evolving

* Currently avoiding businesses that earn most
of their revenue from the following sources:

* Fossil fuels; Pay day lenders; Alcohol; - /A
Gambling; Junk food and beverages; Supply ‘ %ﬁ’
chain concerns; Armaments; | g“
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HIGHER RETURNS

1yr

Average Responsible Investment Fund 11.3%
Large Cap Australian Share Fund Average 12.2% 9.7%

S&P/ASX300 Accumulation Index 11.9% 10.2%

Source: RIAA Responsible Investment Benchmark Report 2018

Il recommendations
Ethical vs Unethical

14.8% vs 10.1%
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Increasing risks from ESG concerns
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AUSTRALIA’S FIRST ACTIVE ETHICAL ETF

To improve is to change; to be perfect is

to change often.

* Not changing the ‘ll way’
« Stocks must pass fundamental hurdles

 Adding an ESG filter to reduce risk



PROVEN INTELLIGENT INVESTOR APPROACH

It was never my thinking that made
the big money for me, it was
always my sitting.
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PROVEN INTELLIGENT INVESTOR APPROACH

* High insider-ownership
 Long growth runways
* A large discount to intrinsic value

Special situations

* New CEO
* Re-capitalised
e Spin-offs

 Hidden assets
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THE BEST CORPORATE GOVERNANCE IS
HAVING SKIN IN THE GAME

Founder-led companies vs S&P 500

Founder-led companies outperform the rest
Based on an analysis of S&P 500 firms in 2014

INDEXED TOTAL SHAREHOLDER RETURN
5,000

Founder-led
companies

4,000

3,000

2,000

Other
companies

1,000

1990 1995 2000 2005 2010 2014

SOURCE BAIN & COMPANY

Source: Bain & Company via Harvard Business Review

True even with tech companies excluded
Founder’s Index vs other S&P 500

4x

Excluding
new fech
companies

Excluding
all tech
companies

All companies

Source: Consultancy.UK
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WHAT HAPPENS WHEN YOU DON’T HAVE
INSIDE OWNERSHIP?

Gl}‘ahr%lian

0INEWS

CLALE AL L aLr AMP chair Catherine Brenner resigns
BHP's $50 billion shale oil blunder after scandals uncovered by banking

By business reporter Stephen Letts mmi i n
Updated 23 Aug 2017, 1:39pm The Sudney Morning Herald =0 B

Roll the clock back to February 2011, and BHP ey aTED STORY: BHP pr¢ Brenner leaves reported $660,000-a-year role, as directors have

WORLD
announced its arrival as a big and very _ 25% of fees stripped for this year
ambitious player not only in the US shale oil :Ea:,,‘;: D.STORY. BHE B 3 o

game, but global energy. : 2 ! i"i E The chair of financial services giant AMP, Catherine Brenner, has resigned
RELATED STORY: BHP Bil -
It slapped SUS4.75 billion ($6 billion) down on the 2 190 costy and risky Rlo Tmto S b on douar mess: from her $660,00-a-year role, the latest casualty from the unfolding scandals

table to buy the rights from Chesapeake Energy to 'unpriHCipled, Shameful and eVil' uncovered by the banking royal commission.

around half-a-million acres of prospective shale Key poin ts:

gasiesstvesatil afaystisiniArkarsas. Australia’s largest wealth manager will also strip directors of 25% of their
* Energy analysts \

By June, it upped the bet significantly. around $13 billior fees for the rest of the year. AMP’s general counsel, Brian Salter, is also
invested i if : . .
T P e inve By Daniel Flitton leaving, and the company has warned there will be “employment and

of Petrohawk and its 1 million acres of prime g ‘x;’:’;o“:'l’:p’;‘;"; 19 August 2016 — 4:12pm remuneration” consequences for others involved in the fees-for-no-service
Permian Basin shale oil real estate stretching from scam.

Louisiana to Texas. ¢ BHP favours a tre

patient in getting f ’ e =

Oil was on the tear. It had risen from its GFC lows
of around $US40 a barrel, to be up around

The gaping hole carved into mountains was at one point the world's
largest open-cut copper mine. Right on Australia's doorstep, it
delivered riches beyond imagining and a mess big enough to tear a
country apart.
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ETHICAL COMPANIES (MOSTLY),
SUPERIOR BUSINESSES

* Superior Return On Equity

* Truckloads more Free Cashflow
 More consistent profits and dividends
* Avoiding yesterday’s heroes

e Focus on sunshine industries




ETHICAL COMPANIES (MOSTLY), ﬁ A'k.i: bk |
SUPERIOR BUSINESSES )

ESG is becoming the norm

« Reflects changing social attitudes

* Increasing pressure on governance
 Reducing risk is good business
 Woolworths considering selling its pubs

Management remuneration e.g. Dulux

e ]
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AUSTRALIA’S FIRST ACTIVE ETHICAL ETF

« Buy and sell just like a regular stock
 Ready-made portfolio

« Same Intelligent Investor long-term approach
* Focus on high quality businesses

* Long-term holdings help minimize tax

« Semi-annual distributions

* Regular reporting and candid communication
 Management fee; no performance fee




360 Capital

ASX:TGP
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HIDDEN ASSETS
360 Capital
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$100,000 o TGP arch 2009

TGP’s total return post 360 Capital’s management involvement

$1,200,000+

100,000
Mar-09 Mar-10 Mar-11 Mar-12 Mar-13
e |f invested $100,000

Source: TGP 2018 Annual Results Presentation

Mar-14

Mar-15

Mar-16

Mar-17

Jun-18

Commercial property
investment and funds
management group

Market Cap: $207m; Trades
at NTA; no value for
50% stake in AMF Finance

CEO: Tony Pitt

Major Shareholder:
Tony Pitt (27%)
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HIDDEN ASSETS
360 Capital

Foreign banks increasing exposures, a sign of increased regulatory pressures
on local major banks

sbn
Traditional banks are unable to service the demand for real estate
e lending, creating a funding gap for non-bank lenders(!)
as hs)
poosin st 2 i
40 WG”M
Exposures
e Non-Banks
A $30bn i
- e ? il Non-Banks
)

= The non-bank lending
o market is set to double
15
o Currently, the market share of commercial real estate debt

s held by banks is approximately 80%.

i It is expected that this share will decline to 60% over time,

BiNeil0y poen 30 DS 2ol (DECTID:C EMERAZ jiewdl . dSeRCIlTADECI MArIS creating a AS30+ billion opportunity for non-bank lenders!
M Foreign Banks' Exposure @ Foreign Banks' Limit
. K 1. Source: Goldman Sachs research 2017
Source: APRA ADI Commercial Property Exposures March 2018

Source: TGP 2018 Annual Results Presentation
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HIDDEN ASSETS

AMF Finance

* Over 7,500 finance brokers get regular updates

* Broker accreditation and login
» Tracks every DA submitted in Australia updated up to four times per day

AIMF * Introducer incentivisation program

e R » On-line applications across eight loan products
non-bank real estate lender

* Over 33,000 developer, advisors, agents, architects etc receiving regular
correspondence

We are principal lenders not finance

g » Standardised loan documentation; capable of financial close within 24

hours

» Digital marketing strategy has generated significant deal flow and market
awareness

www.amf-finance.com.au

Source: TGP 2018 Annual Results Presentation
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Contact us on 1300 880 160 Email us at support@investsmart.com.au
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