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INVESTMENT REPORT & FACT SHEET
Global Investments
FUND OVERVIEW
The Montgomery Global Fund employs a highly disciplined, bottom-up, The Fund has the flexibility to retain a reasonable level of cash, with a
value style and typically invests in 15 to 30 high conviction stocks listed “soft” 30 per cent limit. The Fund will generally be currency unhedged but
on maijor global stock exchanges. The focus of The Fund is on investing we can put in place strategies aimed at protecting investor capital against
in what Montgomery Global regards as high quality businesses with currency fluctuations if we predict material upside to the Australian dollar.

attractive prospects trading at a discount fo their estimated intrinsic value.
The Fund aims to deliver superior positive returns when suitable investment
opportunities are abundant, and to preserve capital through cash
allocations when an insufficient number of company names are appealing.

FUND FACTS
INVESTMENT MANAGER FUND CONSTRUCTION RECOMMENDED MANAGEMENT FEE
MGIM Pty Lid The Fund will typically invest INVESTMENT TIMEFRAME | 1.28% per annum, inclusive of GST/RITC.
(AFSL: 516942) e el TS0 5 years PERFORMANCE FEES
conviction stocks listed on the o .
OBJECTIVE maior global stock exchanges. MINIMUM INITIAL 15.38% of the fotal return of The Fund that is
The Montgomery Global Fund aims | Cash typically ranges from INVESTMENT an excess ofb ||ts Beplchmark. No perFo_m;loncfe
e LS r me— 0%-30%, but can be exceeded $25,000 ee is payable until any previous periods of
. . . S b underperformance has been made up.
ro|||ng 5-year perlod. in certain situations. INCEPTION DATE
APPLICATION & REDEMPTION PRICES
BENCHMARK APIR 1 JULY 2015 . ‘
MSCI World Net Total Return Index, FHTO036AU monfinvest.com/mgf
. . FUND SIZE
in Australian dollars.
$173.8M
PERFORMANCE GRAPH B Montgomery Global Fund [ll MSCI World Net Total Return Index CONTACT DETAILS
180.000 INVESTORS
’ Craig Morton (CFO)
170,000 $] 54,4] 8 e cmorton@montaka.com
p 02 7202 0099
160,000 $] 60/064 Toby Roberts
150.000 e troberts@montinvest.com
140,000 ADVISERS, RESEARCHERS AND PLATFORMS
130,000 Matthew Briggs (Investment Specialist)
e mbriggs@montaka.com
120,000 p 02 7202 0093
Scott Phillips (NSW)
110,000 e sphillips@montinvest.com
100,000 Dean Curnow (NSW, ACT, WA)
’ e dcurnow@montinvest.com
90,000 David Denby (VIC,SA)
1 July 2015 31 March 2017 31 December 2018 30 September 2020 e ddenby@montinvest.com

Michael Gollagher (QLD)

PORTFOLIO PERFORMANCE (to 30 September 2020, after all fees) i e mgollagher@montinvest.com

MONTGOMERY : MSCIWORLD NET

INCOME CAPITAL | . TOTAL RETURN OUT/UNDER
GROWTH S LR INDEX! PERFORMANCE
1 month 0.00% -2.29% -2.29% -0.38% -1.91%
3 months 0.00% 2.64% 2.64% 3.67% -1.03%
6 months 2.26% 10.22% 12.48% 10.00% 2.48%
12 months 1.98% -3.54% -1.56% 3.89% -5.45%
3 years (p.a) 7.09% 0.58% 7.67% 11.04% -3.37%
5 years (p.a) 6.47% 2.20% 8.67% 10.02% -1.35%
Since inception? 37.50% 16.92% 54.42% 60.06% -5.64%
Compound ‘?““L;"' refurn 6.25% 2.38% : 8.63% : 9.37% -0.74%
(since inception) : :
1) In Australian dollars 2) Inception: 1 July 2015
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FUND COMMENTARY

In the month of September, the Montgomery Global Fund (the Fund)
declined by 2.29 per cent, net of fees. Over the same period, the MSCI
World Total Return Index in Australian dollar terms (the Benchmark)
declined by 0.38 per cent. Since inception, the Fund has increased by
54.42 per cent, net of fees, delivered with an average cash holding of
17.7 per cent. Over the same period, the Benchmark has increased by

60.06 per cent.

There were a number of very important developments during the
quarter that have changed the shape, favourably so, of the probability
distribution of the range of possible medium-term economic outcomes.
We highlight these below and then reiterate the case for our strategy
of owning privileged business models with expanding advantages that,
in the context of the economic environment we see, are immensely

The nature of the COVID-19 pandemic continues to evolve. While
growth in new cases continues to be very significant in certain parts of
the world, the proportion of these new cases leading to hospitalisations
and deaths has (thankfully) fallen significantly. We believe people,
particularly those at greater risk, have generally modified their
behaviours to help prevent the contraction and spread of the virus;
frontline healthcare workers have improved their methods of care; and
governments continue to improve their systems around testing and
contact-racing. And we are, of course, closer to a vaccine, though
questions around timing, adherence and efficacy remain.

Continued on the next page..

valuable.
(4t 30 September 2020, ot of 26 holdings) GEOGRAPHIC EXPOSURE
COMPANY NAME COUNTRYOF - MARKET CAP WEIGHT (%) NORTH AMERICA
DOMICILE ($USDM)
Vivendi FR 33,072 8.0 UK
Facebook us 746,105 7.2
Spotify SE 45,063 6.9 ERES
Alibaba CN 769,727 6.0
Microsoft us 1,591,704 5.8 o
Salesforce.com us 228,701 4.8 FUSTRALA
ServiaeiNew us 93,023 A5 0%  10% 20% 30% 40% 50%  60%  70%
Berkshire Hathaway UsS 508,935 4.4 .
*Country of Domicile
Alphabet us 998,274 4.3
REA Group AU 10,374 4.2
PORTFOLIO MEDIAN 194,601 3.7
Total equity weighting 90.0
Total cash weighting 10.0
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#Portfolio Performance is calculated after fees and costs, including the investment management fee and performance fee, but excludes the buy/sell spread. All returns are on a pre-tax basis. This report was prepared by
MGIM Py Ltd, (ACN 604 878 533) AFSL 516 942 the investment manager of the Montgomery Global Fund (ARSN: 604 883 418). The responsible entity of the Fund is Fundhost Limited (ABN 69 092 517 087) (AFSL
No: 233 045) (Fundhost). This document has been prepared for the purpose of providing general information, without taking account your particular objectives, financial circumstances or needs. You should obtain and
consider a copy of the Product Disclosure Statement (PDS) relating to the Fund before making a decision to invest. Available here: https://fundhost.com.au/fund/montgomery-global-fund/. While the information in
this document has been prepared with all reasonable care, neither Fundhost nor Montgomery makes any representation or warranty as to the accuracy or completeness of any statement in this document including any
forecasts. Neither Fundhost nor Montgomery guarantees the performance of the Fund or the repayment of any investor’s capital. To the extent permitted by law, neither Fundhost nor Montgomery, including their employees,
consultants, advisers, officers or authorised representatives, are liable for any loss or damage arising as a result of reliance placed on the contents of this document. Past performance is not indicative of future performance.
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FUND COMMENTARY

Notwithstanding these improvements, the hit to the real global
economy has been enormous. Fortunately, the response from
policymakers has also been large. An important moment took place
on August 27 in Jackson Hole, Wyoming, when Federal Reserve
Chair, Jerome Powell, essentially evolved the Fed's inflation targeting
objective to one of “average” inflation targeting. The insertion of this
single word is extremely important and essentially guides to very low
(likely near-zero) policy interest rates for years to come.

This crisis-response has also included significant supporting fiscal
policies — complementary to supporting monetary policies. In

simple terms, while the latter increases lending, the former increases
spending — and is, therefore, arguably more potent as a form of
stimulus. In the US, for example, the Congressional Budget Office
projects a federal budget deficit of US$3.3 frillion in 2020, more than
triple the deficit recorded in 2019. At 16 per cent of GDP, the annual
deficit in 2020 would be the largest since 1945 — and there may

well be more to come (which would, of course, be positive for equity
markets).

Indeed, one of the most significant developments in this regard was
the announcement of the €750 billion Next Generation EU recovery
package. This is the first fime the EU will employ large-scale common-
borrowing fo fund counter-cyclical fiscal stimulus to complement
existing fiscal policies from individual national governments. Previously
anathema to German policymakers, the concept of common-
borrowing received near-unanimous support domestically — which,

in and of itself, is nothing short of extraordinary in a fragmenting
German political system. If this program is implemented successfully,

it will surely become a much-needed blueprint for the management of
future economic crises within the EU.

The combination of large-scale countercyclical fiscal policies with
widespread, large and unconventional monetary policies has taken
us info a quasi-MMT (Modern Monetary Theory) world. While this

is an inferesting intellectual topic for debate, it does not really matter
what one calls it. The fact is, we find ourselves in a world in which
fiscal deficits are enormous and global central banks have committed
to keeping interest rates low. This is a positive development for the
prospects of high-quality equities.

During the quarter, Chind's relationship with much of the rest of the
world continued to erode. From the reciprocal consulate closures with
the US; to the arrest of Australian journalists; to an armed conflict on
the Chinese/Indian border; to the banning of TikTok in the US — and
the broader technology race between China and the Western world.
Perceptions of China have eroded in the US, as illustrated by the chart
below. Of course, it comes at a time when favourable perceptions

of the US are also at historic lows in many countries.! The point is
that we see a continuation of a trajectory towards greater economic,
trade, technology and possibly military conflict between the two
largest powers in the world.

Perceptions of China in the US
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Source: Pew Research Center (July 2020)

Finally, the US general election will have taken place by the time our
next Quarterly Letter is published. We believe the highest probability
scenario is a Biden victory though, as 2016 showed, low probability
events can happen. We dlso see a high probability of confusion and
uncertainty in the immediate aftermath of the election. We are living
in a strange period of heightened disinformation and conspiracy
theory prevalence; and no doubt these will crescendo in the days
immediately following the election — especially if it is a close race.

Against this global economic backdrop, we continue to favour owning
the businesses we see as having a very high chance of winning

over the long-term. These businesses are strongly advantaged over
the competition, usually with superior business models and positive
data-enabled network effects. Businesses of this calibre generate

very high-quality cash flow streams for their shareholders over fime.
What makes these cash flows superior is their durability, predictability
and sustainable growth over long periods of time. And in the context
of the economic environment described above, we view these cash
flows as being much more valuable than the level at which they are
currently being priced by equity markets.

As most readers will know, a number of our holdings are long-term
winners within the highly attractive structural theme called: the digital
transformation of the enterprise. For those interested in learning more
about our views on this theme, we refer you to our recent Whitepaper
on the subject which can be found at montaka.com/blogs or simply
reach out to us at question@montaka.com and we will send you a

copy.

1 (Pew Research Center) U.S. Image Plummets Internationally as Most Say Country Has
Handled Coronavirus Badly, September 2020
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One of our core winners benefiting from the digital transformation of
the enterprise is Salesforce.com (NYSE: CRM). In the case study that
follows, we outline the nature of Salesforce’s advantages and why we
believe the business is positioned for great long-ferm success.

CASE STUDY: SALESFORCE.COM

For many readers, Salesforce is unlikely to be a household name
like Apple, Amazon or Google, which are deeply entwined into our
daily lives. Within enterprise businesses, however, there are very few
software applications that are more mission-critical than Salesforce.
Since it was founded in 1999, Salesforce has been one of the most
disruptive innovators in the history of enterprise software. It created
the now ubiquitous Software-as-a-Service (SaaS) model, was first

to infroduce an enterprise APl (Application Programming Interface)
which revolutionized the industry (a year ahead of Amazon) and
created the world's first app store called the AppExchange.

We believe the probability of Salesforce being a long-term winner

in the global enterprise software space is high. Salesforce operates
with a privileged, ecosystem business model, built in software — which
naturally carries with it particularly favourable economics. Its access
to large and growing pools of customer metadata allow Salesforce to
develop predictive, arfificial-intelligence-based algorithms to further
enhance the value-proposition for customers. And there remains o
large cross-selling opportunity for Salesforce within its own base of
more than 150 thousand customers.

Mission-critical

As the name suggests, Salesforce originally started out as a highly
effective software application for salespeople to keep track of

their customers and manage their relationships more effectively

i.e. Customer Relationship Management (CRM). At their core, the
services Salesforce offered helped salespeople find new customers
(lead generation) and retain existing customers, which dramatically
improved salesperson efficiency and efficacy. SunGard, which
morphed into fintech industry giant FIS, became an early customer in
2003, with its CEO noting: "The sales people were buying it on their
own; they were swiping their own credit cards and going around their
managers fo purchase an account.” This dynamic underscores how
disruptive Salesforce was: salespeople were simply unable to compete
in the workplace without access to the product and hence started
buying it themselves.

Even today, the value that Salesforce creates for its customers is truly
astounding. Customers report that, on average, they see a 25 per
cent increase in revenue, 26 per cent decrease in IT costs, 70 per
cent increase in employee productivity and 30 per cent increase in
customer satisfaction. It is litle wonder, therefore, that Salesforce has
evolved into a mission-critical, non-negotiable system demanded

by CEOs and corporate boards looking to digitally transform their
businesses.

Average KPI Improvements Reported by Salesforce Customers

25%
increase in business
revenues (average)
30% 26%
higher marketing decrease in business
ROI IT costs (average)
57% 70%
faster app development increase in employee
(Lightning Platform) productivity (average)

30%
higher customer
satisfaction

Source: Salesforce

Privileged business model

Beyond its core suite of products, Salesforce was a pioneer in opening
access fo its platform upon which third-party application businesses
could be built (called “Lightning Platform”). This platform has given
birth to numerous billion-dollar success stories, including recently
listed nCino and Veeva Systems which are based on Salesforce’s
platform architecture. The AppExchange has grown into the world's
leading enterprise cloud application markefplace, home to thousands
of ready-to-install apps. This dynamic of developers, partners and
service providers creating and leveraging a continually-expanding
catalogue of enterprise applications — all built upon the Salesforce
platform — represents a powerful network effect for the business.
Michcel Dell, founder and CEO of Dell Technologies, summed it

up succinctly: “By igniting the SaaS industry and then offering its
Platform-as-a-Service, Salesforce has spawned an ecosystem of
countless new companies....we are in unprecedented economic times,
but we are also in a new era of innovation.”

Industry-leading

Fast forward to today; Salesforce dominates CRM and has been
ranked number one in the world for fourteen consecutive years by

the prestigious technology consultancy, Gartner. By leveraging the
CRM "entry wedge" Salesforce has successfully expanded into several
complementary adjacencies, enfrenching itself in the enterprise and
penetrating market opportunities beyond its core offering. Salesforce
is now a leading industry player in customer service, marketing,
analytics, eCommerce and software integration. This approach to
expansion rhymes with that of another of our portfolio holdings,
Microsoft, with its Windows and Office suites successfully leading its
enormous enterprise customer base to adopt its Azure cloud platform.

This strategy of expanding into adjacencies within an existing
customer is commonly referred fo as "land-and-expand” and is
responsible for approximately 75 per cent of Salesforce’s revenue
growth.

Investment Manager MGIM Pty Ltd | ABN 62 604 878 533 | AFSL 516 942 | www.montinvest.com | E: office@montinvest.com 4
Responsible Entity Fundhost Limited | ABN 69 092 517 087 | AFSL233045 | T. 028223 5400 | www.fundhost.com.au | E: admin@fundhost.com.au



FUND COMMENTARY

Customers are discovering that, upon integrating multiple Salesforce
applications, a more complete picture of their customer can be
portrayed by their CRM at any point in fime. And this enables more
tailored selling and servicing techniques to be deployed.

Source of Salesforce’s Revenue Growth

Incremental Annualized Revenues

26%

Existing Customers

2020

B Existing Customers m New Products

m New Customers m Additional Seats & Upgrades

Source: Salesforce

Enormous cross-selling opportunity remains

We believe significant growth opportunities remain within Salesforce's
existing customer base. Today, most customers are leveraging only
one or two of Salesforce's six products (a.k.a. clouds). And as of 2019,
only one of Salesforce’s largest (top 25) customers is also a large
customer of five clouds — suggesting significant large cross-selling
opportunities remain. We are starting fo observe this dynamic shift as
a consequence of the COVID-19 pandemic. In the company’s recent
Q2 result, for example, during a period of double-digit percentage
decline in US economic growth, large Salesforce deals of at least
seven-figures increased by 63 per cent versus the same time last year.

Significant Runway for Further Product Penetration Within Customer Base

Top 25 Customers by Product (aka Cloud)

Eosiomer Btk Sales Service Marketing ~ eCommerce  Integration Platform
(aka Cloud) Adoption @ @ ! @ 9
6 Products / Clouds 0% 0% 0% 0% 0% 0%
5 Products / Clouds 4% 4% 4% 0% 4% 4%
4 Products / Clouds 12% 16% 16% 0% 4% 16%
3 Products / Clouds 8% 16% 4% 4% 12% 16%
2 Products / Clouds 16% 24% 12% 12% 16% 32%
1 Product / Cloud 60% 40% 64% 84% 64% 32%

Source: Salesforce

Through this lens, the total addressable market (TAM) opportunity
for Salesforce remains enormous. Morgan Stanley estimates the
TAM for Salesforce at approximately US$160 billion today — and
sees it at more than US$240 billion by 2024. Salesforce has a very
long runway ahead of it, holding only around 10 per cent share of
this TAM today, with business model and data advantages that we
believe are far superior to the competition and growing.

Large, Growing and Underpenetrated Total Addressable Market

300

Total Addressable Market (US$bn)

2018 2019 2020 2021 2022 2023 2024

m Total Addressable Market (ex. Salesforce)
m Salesforce Market Share (Consensus)

Source: Morgan Stanley, Bloomberg

It is for these reasons that Salesforce finds itself as a core holding
in Montaka'’s portfolio today. We see it as a long-term winning
business in a highly attractive market. We believe it will play a
meaningful role in contributing to portfolio compounding for the
foreseeable future.

* * *

In closing, we make a brief comment on short-term market
volatility. Afterall, in the month of September, global equity
markets were down across the board for the first time since
March. In short, the movement of equity prices within individual
months — both up and down - are largely dominated by

noise. Where we end up in 2025, 2030 and beyond has

little to do with movements in equity prices in the month of
September 2020. Indeed, we use periods like September

to incrementally increase exposure to our most advantaged
businesses at better prices. And, as you can probably glean

by our economic analysis above, we would not be surprised if
there was additional short-term volatility over the coming months
presenting further opportunities.

Our focus is medium to long-term compounding. And through
this lens, public equity market irrationality and emotion is our
friend. Our team operates with discipline under a value-based
investment framework focused on those global businesses
exhibiting sustainable business quality. Over the years, we have
come to observe and appreciate that good things happen to
great businesses. And we remain convinced this is the right way
to compound capital. It should not be surprising, therefore, that
substantially all of our internal capital is coinvested in our funds.

Our best businesses are resilient, adaptable and, like Salesforce.
com, already have the enviable combination of privileged
market positioning relative to the competition; and enormous
(and in many cases, expanding) growth opportunities. These
characteristics will persist, independent of who is the President of
the day, which way the US Supreme Court leans or who controls
the South China Sea. History shows that a small proportion of
businesses deliver outsized returns. This is why we invest, with
conviction, in a concentrated portfolio of businesses we see as
likely winners over the long-term.
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At this juncture, we echo the sentiments of legendary investor
Nicholas Sleep when he said: “The thoughtful, easy patience

of our clients therefore has an important part to play in the
process... Please do not underestimate the importance of your
role..." We thank you for your ongoing support and encourage
you to allow the time necessary for the dynamics we are
identifying to be appropriately reflected in equity prices. We
believe we are at a unique time in history and the rewards to the
patient investor will be large.

Sincerely,
Andrew Macken Christopher Demasi
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