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INVESTMENT REPORT & FACT SHEET

FUND OVERVIEW

Montgomery Lucent's investment philosophy is guided by fundamental market, while being able to invest up to 10% of the portfolio in pre-IPO
research and analysis. Small market capitalisation companies are relatively — opportunities.
under-researched and when markets misprice securities, this creates

investment opportunities. We are searching for companies likely to benefit from secular trends,
industry change and with substantial competitive advantages.
The Montgomery Small Companies Fund (The Fund) typically invests in With a "lifecycle approach” to sizing the portfolio positions depending
a portfolio of 30 to 50 high quality, undervalued small and emerging on whether they are an early stage, emerging, developed or a core
companies with strong growth potential. The Fund will focus on investing investment, The Fund is designed to be as agile as the remarkable smalll
in companies outside of the ASX 100 and across the New Zealand stock companies that it invests in. This is a long-only portfolio.
FUND FACTS
INVESTMENT MANAGER FUND CONSTRUCTION RECOMMENDED MANAGEMENT FEE
, . INVESTMENT TIMEFRAME 1.23% per annum, which includes a
Montgomery Lucent Investment The Fund's Small Cap portfolio manacement fee of 1.03% per annum
Management Pty Limited will typically comprise 30-50 5 years B 9 SeoPp ’
. . . oth figures are GST inclusive and net of RITC.
OBJECTIVE high quality stocks listed on MINIMUM INITIAL
. J Ford ‘ the ASX and/or NZSX. Cash INVESTMENT PERFORMANCE FEES
e Fund aims to outperform ically ranges around 10%. 17.94% of th t by which The Fund
the S&P/ ASX Small Ordinaries tAy;IR 4 9 ’ $25’OOO out.perl::;:)ms i?s%ne"::l?mo)rlkwa;;er oﬂ?eruf:es
Accumu|at!on Index over a rolling INCEPTION DATE and expenses have been deducted and
5 year period. FHT3726AU 20 SEPTEMBER 2019 achieves positive performance.
BN DAL FUND SIZE APPLICATION & REDEMPTION PRICES
S&P/ASX Small Ordinaries $22.2M www.montinvest.com/our-funds/
Accumulation Index ‘ g
montgomery-small-companies-fund/

PERFORMANCE GRAPH CONTACT DETAILS

. Montgomery Small Companies . S&P/ASX Small Ordinaries INVESTORS
Fund Accumulation Index
Toby Roberts

$110,000 t 028046 5017
e troberts@montinvest.com

$100,000 ADVISERS, RESEARCHERS AND
PLATFORMS

Scott Phillips (NSW)
$78 OA-O e sphillips@montinvest.com
l; Dean Curnow (NSW, ACT, WA)
$80,000 e dcurnow@montinvest.com

$73,862 David Denby (VIC,SA)

e ddenby@montinvest.com

$90,000

§70,000 Michael Gollagher (QLD)
20 September 30 September 31 October 30 November 31 December 31 January 29 February 31 March .
2019 2019 2019 2019 2019 2020 2020 2020 e mgo”qgl’]er@monflI"IVeSf.COm
ZOINI O[O EOIVANGN (o 31 March 2020, after all fees)
:  MONTGOMERY :  S&P/ASX SMALL
CAPITAL  : : / OUT/UNDER
INCOME cROWTH . SMALLCOMPANIES @ ORDINARIES ACCUM. Lo oo
FUND : INDEX
1 month 0.00% 17.47% 3 17.47% 3 -22.38% 491%
3 months 0.00% -21.12% -21.12% : -26.72% 5.60%
6 months 0.00% -22.20% ] -22.20% E -26.17% 3.97%
Since incepfion# 0.00% -21.96% : -21.96% -26.14% 4.18%

# Inception: 20 September 2019
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FUND COMMENTARY

Fund Commentary Fund Performance and Drivers The largest defractors from performance included Adairs (ASX:ADH), EML
Payments (ASX:EML) and Infigen Energy (ASX:IFN). ADH shares were

pummelled, along with the broader discretionary retail sector, as investors
considered negafive near-term impacts from shutdowns and the imminent

Equities sold off aggressively during March as investors de-risked portfolios
in response to a rapid acceleration in global COVID-19 cases and fatalities.
Governments around the world enforced various shutdown strategies fo i - . i
) recession. Having sold down our position early in the month, we topped
flatten the outbreak curve and relieve pressure on healthcare systems. > o -
. ) : . up slightly at attractive prices fowards the end. EML fell largely due fo its
Aggressive loosening of fiscal and monetary policies were subsequently AN . .
exposure fo European malls which will likely remain shut for some fime.
Encouragingly, the company repriced and restructured its Prepaid Financial
Services (Ireland) Limited (PFS) deal at the end of the month, significantly

de-risking the fransaction (now zero debt). IFN shares remained under

announced to dampen the economic blow which will be severe. The key
questions for markets is how long will global economies remain closed for
business, and what will demand look like on the other side of the valley?

For the month of March, the Montgomery Small Companies Fund (the pressure following the Brookfield selldown earlier in the year. We have
Fund) returned negative 17.47 per cent net of fees, versus the benchmark, since topped up our holding in all three stocks, taking advantage of weak
the S&P/ASX Small Ordinaries Accumulation index, which declined by prices.

22.38 per cent. Since inception (20 September 2019), the Fund has fallen Mont Small G <es Fund Position
21.96 per cent, outperforming the benchmark by 4.18 per cent. ongomery smaf Lompanies Fund Fostlioning
The March quarter has been exiremely challenging for investors and we

The largest positive contributors to performance included MNF Grou
gl i " are always disappointed when the absolute value of the Fund declines. The

(ASX:MNF), NEXTDC (ASX:NXT) and Pointsbet Holdings (ASX:PBH). MNF
rallied affer the company reaffirmed FY20 earnings guidance and noted
strong demand for all key products, particularly services associated with

global macro backdrop remains highly fluid and uncertain and we are yet
to form a clear picture around the duration of the shutdowns, the extent of

. . . - th ici the effecti f the poli !
video conferencing. NXT also outperformed following confirmation of & economic impacts or fhe effectiveness of the policy responses

guidance and increasing demand loads as people work from home. We Continued on the next page. ..
took advantage of the significant fall in PBH shares as global sports events

were suspended, taking the view that the business has significant cash

reserves to bunker down and resume expanding once play resumes. We

bought the shares with an implied $40 million Enterprise Value at the time

of purchase; the prices you find at fimes of distressed selling.

TOP COMPLETED HOLDINGS* (TCH) (as at 31 March 2020 showing top 5 of 38 holdings, in alphabetical order)

COMPANY NAME TICKER COMPANY WEBSITE
Infigen Energy ASX:IFN https:/ /www.infigenenergy.com/
Macquarie Telecom Group ASX:MAQ https://macquarietelecom.com/
Megaport ASX:MP1 https:/ /www.megaport.com/
NEXTDC ASX:NXT https:/ /www.nextdc.com/
Spark New Zealand ASX:SPK https://www.spark.co.nz/

*Top Completed Holdings are businesses we own but are not actively buying or selling at the time of writing.
Total equity weighting 79.17%
Total cash weighting 20.83%

GICS SECTOR WEIGHTS RELATIVE TO THE BENCHMARK MARKET CAPITALISATION EXPOSURE

Information Technology

[— 0% 10% 20% 30% 40%
Utilities —
Industrials —= Cash
Consumer Discretionary — $1000m+
Communication Services -

Energy 1 $500-$1000m

Health Care — $250-$500m
Materials —

Financials — Sub $250m
Real Estate —
Consumer Staples —

-10% -5% 0% 5% 10%
[l  Montgomery Small Companies Fund
PLATFORMS WE ARE ON:  N/A

# Porffolio Performance is calculated after fees and costs, Inc|uding the investment management fee and performcmce fee, but excludes the buy/se” spread. All refurns are on a pre-tax basis. This report was prepured by Montgomery
Lucent Investment Management Pty Limited, (ABN 58 635 052 176, Authorised Representative No. 001277163) (Montgomery) the investment manager of the Montgomery Small Companies Fund. 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-small-companies-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

In the coming weeks and months, markets will need to digest a deluge

of bad news headlines as COVID-19 fatdlities spike, economic data
deteriorates and unemployment surges around the world. Markets do
attempt to look forward, however such uncertainty will likely mean that
volatility will stay elevated. As active managers, we expect market volatility
to create individual stock investment opportunities and we will be working
as hard as ever fo uncover the best risk-reward prospects.

We exited March with nearly 21 per cent cash and we believe the
portfolio is relatively well positioned to manage the downturn as we see it
today. 36 per cent of the portolio is invested in companies with a market
capitalisation exceeding $1 billion and another 12 per cent is invested in
Companies with a market capitalisation above $500 million, while only 9
per cent of The Fund is invested in the sub $250 million market cap bracket.

We will continue to make changes on a dynamic basis, as you would
expect us to. We will undoubtedly have investments that will have problems
that we haven't foreseen, but overall, we feel the portfolio is now positioned
to take advantage of the many opportunities that are being presented.
We have the cash firepower and flexibility fo make those decisions when
the time comes.

Some of the significant investment exposures include:
e Cash 21 per cent;

*  Telecoms & Datacentres c. 22 per cent. Companies like Spark
(ASX:SPK), NEXTDC (ASX:NXT) and Macquarie Telecom (ASX:MAQ)
have long life assets, excellent competitive positioning and annuity
revenue streams that we expect fo continue, largely uninterrupted
through a tougher economic period;

e Utilities c. 7 per cent. These assets literally keep the lights on, and
whilst we expect there will likely be lower demand for power, and
weaker power prices, these businesses have significant long-term asset
backing, strong cashflows, resilient capital structures and competitive
positions that will not be degraded during a downturn;

e Growth Technology c. 15 per cent. Appen (ASX:APX) is our largest
exposure here and we think its business model is particularly well
placed considering its crowd workforce is set up remotely, and
demand from the big global tech players should hold up relafively
well;

e Cyclicals c. 11 per cent. We have reduced our cyclical exposure,
retaining small positions in a number of higher quality retailers with
strong online presences and mining services companies with strong
competitive positions and robust balance sheets. These businesses will
no doubt face challenging conditions but are well positioned in their
sectors to take share and emerge in stronger competitive positions
when conditions change;

®  Resources c. 11 per cent, including 5 per cent in Gold. Our resource
investments have very strong balance sheet positions (net cash) as
well as portfolios of competitive cash generating assets. Our gold
miners are generating strong margins and are all Australion based,
positioned to generate strong cashflows from the combination of high
gold price and weak Australian dollar;

¢ The balance of The Fund is in REITs and consumer staples or food
related stocks.
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