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Key observations

e Australian companies just reported half-year results, a
slightly disappointing season relative to expectations,
with earnings falling -2.2% in nominal terms in HY23
compared to HY22, due to a combination of factors
including lower commaodity prices, higher interest rates
and inflationary pressures impacting cost growth.

e At the close of HY23, consensus expectations for
earnings growth were +5.0% for FY23 and +3.0% for
FY24 (S&P/ASX 200).

e There were positive EPS revisions for 10 sectors, and 21
sectors experiencing negative EPS revisions for FY23 for
the S&P/ASX 200.

e  The Australian economy continues to slow in response
to rapid rate rises and stubborn inflation globally. While
Ausbil’s view is that Australia will avoid recession, there
has still been some derating in market earnings with
slowing demand.

e Ausbil believes we are entering a period of stabilisation
where we expect rates to peak and hold for some time
while the economy adjusts to the recent tightening cycle.
We believe earnings growth will be harder to come by
than in FY21 and FY22.

e | ooking ahead, we like critical metals and commaodities
for the long rotation from fossil fuels to renewables in the
great decarbonisation and the electrification-of-things.
We also think that the beneficiaries of elevated inflation
are expected to perform in 2023. However, the emphasis
on those that benefit in a rising rate environment is
starting to shift towards the beneficiaries of stabilisation
and peaking rates.
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Context. HY23 reporting season comes after an
extraordinary period where interest rates have risen rapidly
to curtail high inflation, the result of huge stimulation during
the pandemic, and compounded by a commodity shock
with Russia’s invasion of Ukraine. The economy has been
resilient, operating near full employment, but with the cash
rate rising from 0.10% in April 2022 to 3.35% in February
2028, it is slowing down as expected. While Ausbil’s view is
that Australia will avoid recession, there has still been some
derating in market earnings with slowing demand.

Earnings. We are seeing evidence of inflation and
slowdown in the outlook statements and guidance for
companies for FY23, though not all are negatively impacted
by current conditions. Cost pressures have seen a number
of companies miss on expectations across sectors, and
there remains some caution in outlook statements given the
unknown path for interest rates and inflation.

Across the reporting season, EPS revisions for the market
have turned negative for FY23 and FY24, and the growth
outlook, while positive has softened. Across the month of
February, EPS revisions stood at -2.0% for the S&P/ASX
200, with positive EPS revisions for 10 sectors, with 21
sectors experiencing negative EPS revisions for FY23. EPS
revisions for FY24 amounted to -1.1%, with 11 sectors
experiencing positive EPS revisions, while 20 sectors saw
EPS downgraded.

At the close of HY23 reporting season, consensus is
expecting full FY23 EPS growth of +5.0% (21 sectors with
EPS growth and 10 sectors with EPS declines), and +3.0%
for FY24 (25 sectors with EPS growth and 6 sectors with
EPS declines) for the S&P/ASX 200. The shift in the outlook
for earnings this reporting season is illustrated in Chart 1.
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Chart 1: Shift in FY23 earnings outlook by sector
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Dividends and capital management. I|n our universe overall,
dividends were slightly below expectations, and buybacks were as
expected, though at current prices the dividend yield outlook for
FY23 is 4.3% (S&P/ASX 200). This is ascribed to a mix of inflation,
rates and other margin pressure, and general market uncertainty. We
are also seeing some of the difference in dividends from expectations
being reinvested into capex. Overall, the reporting season has shown
the resilience and health of Australia’s corporate balance sheets
even with the raft of pressures they are facing on inflation and costs.

Company outlook statements. We are seeing ongoing caution
around outlook statements and wider guidance ranges. We see
this as largely being related to the unknowns around energy, where
the current tightening cycle will end, unknowns around how the
consumer is coping with tighter conditions, and the risk of central
banks pushing too far on policy.
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Environment, Social and Governance (ESG) this reporting
season. This reporting season saw increased ESG disclosure
by companies, continuing the trend from 2022. Key themes in
corporate presentations were climate change, health and safety, and
cyber security.

On climate change, the majority of ASX 200 companies by market
cap have committed to net zero targets and/or carbon neutrality by
2050. Going forward, the focus will be on scrutinising the credibility
of those commitments and there will be greater expectations by
investors on milestone targets and ideally, links between climate
change goals and executive remuneration. This, as well as potential
impacts from the Safeguard Mechanism have been the focus in
many of our corporate engagements to date in 2023.
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On safety, disappointingly we saw another period of fatalities in
the mining sector. However, we were encouraged by a number of
companies across other high-risk industries where there have been
safety issues in the past but where performance has turned around.
With workplace reforms to take effect in June, we assess the risk
of industrial action and wage inflation, but as part of that we also
assess safety trends and general staff engagement. With respect to
staff engagement, Ausbil assesses companies ahead of the reporting
season by drawing information from independent staff reviews on
Glassdoor. The interim reporting season shows that the company-
specific trends we saw in Glassdoor ahead of the reporting season
are very similar to what was reported.

Another area where we have engaged extensively in the past is on
labour rights in global supply chains; we believe the re-opening of
borders and resumption of cross-border migration have heightened
the risk, both in Southeast Asia and in Australia. We have also
engaged with companies on their preparedness for an economic
downturn, such as financial hardship policies and how they tackle the
increased prevalence of financial scammers. Biodiversity will also be a
focus area in years to come and from our engagements we know that
some companies have done initial work in this area, mainly in mapping
risks and opportunities.

Equity outlook

We believe inflation is in a peaking phase in response to the stringent
central bank tightening program. Whilst we expect some further
small upward adjustments to interest rates, our view is that we are
fast approaching the terminal rate for this cycle, where it will hold for
an extended period as the RBA assesses the economic impact. The
economy is slowing, and we see economic growth below trend in
2023 and into 2024. In this environment, we believe earnings growth
will be harder to find.

Compared to the stellar earnings growth of 22% in FY22 and 30%
in FY21 in the pandemic rebound, we see positive but more muted
growth for FY23. There is room for some upward surprise in certain
sectors as Australia’s economy remains relatively resilient and is
operating near full employment.

We remain focused on the key thematics that are driving the long-
term earnings growth, particularly where imbalances see demand
exceeding supply on a fundamental basis for some time.

We like critical metals and commodities for the long rotation from
fossil fuels to renewables in the great decarbonisation, and the
electrification-of-things, with the steady switch from combustion
and fossil fuel power to renewable electricity generation. Service
companies associated with the cap-ex investment needed for this
energy transition are also attractive. With China re-emerging from its
intense COVID issues, we see upside in commodity prices as demand
returns across calendar 2023.

The beneficiaries of elevated inflation are expected to perform in 2023,
but the emphasis on those that perform well in a rising rate environment
is starting to shift towards those that will benefit with stabilisation and
peaking rates. Quality REITs, some quality leaders in technology, and
some exposures in building products are helping to bridge the shift
from the inflation beneficiaries that outperformed in 2022.
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Some key observations by sector

Energy

Woodside Energy, despite rampant energy prices, reported a 6% miss
at EBITDA and NPAT lines, and the dividend was below expectations.
However, their balance sheet is in an incredible position following the
BHP-Petroleum merger, with net debt at year-end of $571 million
and gearing of 1.6%. Santos, one of Australia’s leading oil and gas
companies, delivered earnings largely in-line with expectations,
achieved strong free cash flow generation from higher energy prices
with underlying profit up 160%, and issued a dividend ahead of
consensus expectations, with lower gearing. Beach Energy delivered
healthy earnings on higher energy prices, but the result was below
consensus expectations on a downgrade in production outlook and
higher costs. Karoon Energy, undershot consensus by 8% on earnings,
impacted by higher costs in HY23, though with Neon-2 drilling
ongoing, there is significant potential upside if results confirm resource
potential. Ampol, one of Australia’s most recognised energy brands,
reported full year result for calendar 22, with a solid second half, and
importantly 4Q that resulted in a small beat to consensus (+2% at
EBIT). The small beat, 50cps special dividend and positive January
trading update was taken favourably by the market. The company
is positioning for future growth with AMPCharge, an electric vehicle
charging network that leverages their national footprint, however while
there are some benefits to being an early mover in this area, it will be
some time before they build scale and before the impact on earnings
can be assessed other than in upfront capital investment costs.

Financials

Banks have benefitted from the rise in interest rates which has been
supportive to net interest margins (NIM). However, credit growth
is expected to slow in a higher rate environment alongside the
normalisation of loan losses. Some of the benefits that come with
rising NIM have been given back to customers through increasing
competition for new loans, as is the experience reported by the
Commonwealth Bank. CBA reported its full year results broadly in-
line with consensus on cash NPAT. At the margin, CBA had slightly
softer income (weak other operating income part offset by volumes
and net interest margin), with lower expenses, and an uptick in overall
provisioning. Bendigo & Adelaide Bank achieved a 7% net profit and
5% pre-provision profit beat driven by higher net interest margin.
Bendigo & Adelaide Bank is well positioned in terms of provisioning
and capital with continuing low level of arrears. Other banks report on
a September year-end cycle.

ASX, Australia’s pre-eminent stock exchange operator, achieved
a result broadly in line (NPAT -0.7%/EPS -0.3%), however revenue
was down slightly on consensus. ASX is focusing on the long project
to replace CHESS, though they are still some time away in terms of
clarity and implications at this juncture. ASX earnings in FY23 are
expected to be impacted by lower listings and markets, though partly
offset by an incrementally more positive futures volume outlook which
have likely troughed.

In general insurance, QBE delivered a solid result and a positive
catalyst for potential re-rating, with gross written premium in line, net
earned premium ahead (+2%), underwriting profit ahead (+7%), and
cash NPAT +23% versus consensus. Medibank Private achieved
a solid result that was 5% ahead on underlying net profit, assisted
by a strong non-resident result, investment income and a relatively
good resident health insurance result. In diversified financials, AMP
undershot consensus by 13% but following its restructure of the
last few years is looking at the potential turnaround of its challenger
bank and residual advice business. HUB 24 has been amongst the
financials that have benefitted from rising rates, with higher cash
balances delivering higher returns in the half, and helping HUB deliver
a 3% earnings beat and a 4% profit beat.
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Industrials

In capital goods, Seven Group Holdings, the owner of Boral, WesTrac
and Coates, beat consensus by 6% on earnings, with all sub-
businesses other than their energy division delivering earnings beats.
Worley, a provider of professional services to the energy and resources
processing industries, undershot consensus on net profit, though the
company is well-positioned for the expected surge in decarbonisation
cap-ex spending over the next decade. In commercial services and
supplies, Downer, one of Australia’s largest urban services businesses
operating across transport, utilities, facilities management and asset
services, saw net profit fall 28% on the previous corresponding period,
missing consensus by 11%. This was driven primarily by the project/
contract losses in utilities but also margin impacts from weather events
and labour shortages impacting productivity. Qube, Australia’s largest
integrated provider of import and export logistics services, reported a
strong result, beating consensus EPS estimates by 27% and revenue
by 12%. While Qube’s outlook is muted, particularly due to the New
Zealand floods, there is still significant room for consensus to upgrade
FY23 on recent performance.

In air travel, Qantas, Australia’s largest airline, offering Qantas
and Jetstar services across domestic and international markets,
announced earnings in line with expectations having significantly
rerated since COVID. Qantas announced a $500m buyback. Auckland
International Airport (AlA) announced a solid beat, though from
conservative guidance, with a +6% top line and +20% net profit beat
against consensus. Airport retail has returned back to pre-pandemic
levels, and the company’s full year guidance increased by +17% at
the midpoint for full year net profit. AIA guided that the dividend will be
reinstated for FY23.

In infrastructure, toll road operators, Transurban, achieved an EBITDA
beat of 2% against a +17% increase in the cost base, demonstrating
its strong operating leverage. Transurban also lifted dividend guidance.
CEO Scott Charlton is stepping down at calendar year end, so there is
some uncertainty around his replacement. Transurban also announces
an A25 partnership with Canadian global investment group CDPQ, to
divest 50% of the A25 toll road in Montreal for C$355 million. The
other toll operator, Atlas Arteria (ALX), reported EBITDA that was in-line
and initiated full-year dividend guidance of 40cps (a 5% yield at recent
price levels). IFM has become a major holder in ALX with the potential
for a takeover given IFM have FIRB approval to make an offer for the
company.

Materials

In diversified miners, BHP disappointed with its result, 7% below
consensus expectations on underperformance in the copper division,
and some cost pressure. Following a record run of dividends, BHP
dropped the FY23 dividend by 40%. We expect modest downgrades
to earnings on the result miss and cost guidance increases, however
this will be partially offset by mark-to-market commodity upgrades in an
outlook where production guidance is unchanged. Rio Tinto achieved
results in line with expectations, with the dividend marginally ahead,
and no changes to guidance. Both BHP and Rio Tinto’s commentary
supports the view that China is shifting towards a pro-growth setting,
with the reopening to provide economic recovery from the second
quarter of calendar 2023.

In battery materials, Allkem, one of the world’s major lithium players,
has suffered from weaker lithium pricing, but underlying demand
continues to overhang supply. EV and battery markets are increasingly
competitive which is driving demand for lithium. Lynas Rare Earths
generated a slight miss on earnings, however, the Kalgoorlie Rare
Earths Processing Facility construction accelerated during the half year
and Lynas continues to progress its deliverables for the development
of a US Rare Earths separation facility. lluka, one of the world’s largest
producers of mineral sands products, reported a result largely in line
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with expectations, with a small surprise on the dividend. The mineral
sands market is resilient in the face of macroeconomic and geopolitical
uncertainty, with supply tight and inventories low.

Steel remains strong in the current environment despite macro and
geopolitical uncertainty. The opening up of China will be positive for
the global metal demand balance. On the recycling side, Sims Metal
Group exceeded consensus expectations by 13%. Scrap markets on
a longer-term basis are seeing increased demand for metal-intensive
infrastructure spending and the production of post-consumption
scrap is positive for metal recycling (both ferrous and non-ferrous).
The global decarbonisation of steelmaking, growth of EAFs and
the electricity generation industry will drive the demand for recycled
metal. Although the recent strengthening in ferrous and non-ferrous
markets is positive for the business, we expect other factors to create
uncertainty. BlueScope Steel delivered an earnings and dividend
result in-line with expectations, however the company’s guidance
for FY23 is down 20% on consensus. BlueScope may have issued
weaker guidance on more conservative estimates, with temporary
earnings downgrades to potentially be reversed in time as pricing has
subsequently strengthened.

Communication Services

Telstra delivered a 3% earnings beat and declared a dividend in line
with FY22. A spin-off of InfraCo is expected to be the next material
catalyst for Telstra. Mobile is growing strongly. The CPI increase in
July is expected to see upgrades to consensus EBITDA in FY24.
Competition in the communications services sector has seen TPG
benefit in terms of share gains following the Optus data breach, but it
has high debt, is debt funding the dividend, and the outlook is for some
downward revision in earnings.

Consumer Discretionary

Harvey Norman, Australia’s pioneering bulky goods, electrical and
furnishing business, missed net profit expectations by 10%, dividend
expectation by 28% and inventories are up 18%, suggesting
decelerating growth. The outlook is for increased margin pressure and
slower demand. Jewellery retailer Lovisa delivered a solid beat at the
sales supported by price increases and ongoing store roll-out that is
tracking ahead of consensus, However, EBITDA was in line and NPAT
missed by 5%, highlighting that underlying costs and interest expense
are increasing materially. IDP Education, which provides placement
of international students into educational institutions globally, slightly
missed on earnings and net profit due to higher overhead costs,
but are focused on increasing pipeline and the expansion of student
placement offices.

In automobiles and components, Bapcor, owners of Burson Autoparts,
Midas and Autobarn, slightly undershot on earnings with some
margin compression, with the prospect of a downgrade in earnings
in FY 2023. GUD Holdings, the auto aftermarket specialist, achieved
a slight beat on earnings, but a sharp jump in net profit, with some
resilience in demand which is expected to see earnings upgrades
in 2023. Eagers Automotive, an automotive retail group owning and
operating dealerships across Australia, delivered net profit 7% above
consensus expectations, however they are looking at a softer outlook
with significantly rising financing costs.

In gaming, which is benefitting from resurgent post-COVID trade, The
Lottery Corp beat consensus across most lines, with a positive outlook
for dividend growth. However, in other structurally challenged names,
Tabcorp announced falls in revenue and earnings (down 39%) but
with rising operational costs (up 15%), with an earnings outlook that is
lower than expectations. Major operational and structural issues with
Star Group over the last few years has seen it trading below NTA, with
a significant decline in earnings and margins.
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Consumer Staples

Woolworths delivered a strong result, solid outlook, no trading down
by consumers, with operating leverage coming through, however
the group expressed caution on the cost-of-living pressures for
discretionary spending in Big-W, and that inflation was influencing how
consumers were spending. Treasury Wine Estates, missed earnings
expectations by 3%, though the outlook for earnings growth is positive
with global demand expected to normalise, and issues in the US and
UK to be resolved. Dairy producer, A2 Milk, achieved results in-line
with expectations, but operating cash flow was poor. Earnings are
expected grow in the low double digits in FY23 and FY24.

Health Care

ResMed, delivered a solid result with a strong revenue outcome
across all areas although disappointingly only in-line EBIT and a 2%
EPS beat. ResMed is set to deliver positive earnings growth at the
FY23 result. Healius, operator of pathology labs, imaging centres and
day hospitals, delivered a 31% miss on consensus after a series of
earnings downgrades. There is now likely to be a shift to earnings
recovery, particularly given the defensive nature of the end market, and
the deleveraging Healius has undertaken. Ramsay Health Care, the
global health care company which runs private healthcare from 480
facilities, delivered results generally in line with expectations, though
higher interest costs are expected to weigh on earnings in the coming
years.

Information Technology

In online services, Seek, the leading job search platform, delivered
earnings slightly down on expectations because of a pull-forward
in operational expenses, however the market remains resilient and
guidance for FY23 is maintained, though at the bottom of the range.
Carsales.com reported earnings 5% below consensus with the
after-sales car market adjusting to the supply constraints that were
experienced during the pandemic. Data centre operator, NextDC,
reported EBITDA in-line with consensus, with FY23 guidance in-line
but with some uncertainty about further contracted capacity. In the
buy-now pay-later space, Square issued CY23 guidance in-line with
consensus expectations in a market that is expected to consolidate
with Square becoming a more dominant player.

Utilities

APA Group, which owns and operates gas transmission and distribution
assets across Australia, achieved results broadly in line with consensus
expectations. APA reaffirmed their outlook, and while the top line

benefitted from CPI tariff escalators, cost growth was stronger than
expected. APA just appointed its CFO to replace the outgoing CEO.

Real Estate

Diversified real estate asset manager, Goodman Group, scored an
NPAT beat, and upgraded their earnings outlook by amost 14%,
noting that they expect performance to be stronger than anticipated,
with assets almost fully leased, and margins remaining robust. Charter
Hall, also a developer and manager of real estate assets, delivered
earnings above expectations by almost 7%, though they maintained a
steady guidance. In retailing, Vicinity Centres reported a beat on fund
flow from operations (FFO) as centres continued to show normalisation,
upgrading full-year earnings guidance by 6%. Dexus also reported
FFO ahead of consensus, however they noted that macro uncertainty
and higher rates would impact their results for FY23.
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reviewing or verifying any Prospectus or other documents in connection
with this Fund. Accordingly, the DFSA has not approved this or any other
associated documents nor taken any steps to verify the information set
out in this Prospectus, and has no responsibility for it. The Units to which
this Report relates may be illiquid and/or subject to restrictions on their



resale. Prospective purchasers should conduct their own due diligence
on the Units If you do not understand the contents of this document you
should consult an authorized financial adviser. This information does not
constitute or form part of any offer to issue or sell, or any solicitation of
any offer to subscribe for or purchase, any securities or investment
products in Kuwait, UAE (including the Dubai International Financial
Centre) and accordingly should not be construed as such. Furthermore,
this information is being made available on the basis that the recipient
acknowledges and understands that the entities and securities to which
it may relate have not been approved, licensed by or registered with the
UAE Central Bank, the UAE Securities & Commodities Authority, the
Dubai Financial Services Authority or any other relevant licensing authority
or governmental agency in the UAE. The content of this Report has not
been approved by or filed with the CBK, UAE Central Bank, the UAE
Securities & Commaodities Authority or Dubai Financial Services Authority.

United Kingdom This information may be issued in the United Kingdom
to, and/or is directed at, only persons to or at whom it may lawfully be
issued, or directed under the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (as amended) including persons who are
authorised under the Financial Services and Markets Act 2000 (‘FSMA”),
certain persons having professional experience in matters relating to
investments, high net worth companies, high net worth unincorporated
associations or partnerships, or trustees of high value trusts. The services
described in it are only available to such persons in the United Kingdom
and this document must not be relied or acted upon by any other persons
in the United Kingdom. By reading this document, you agree to be bound
by these limitations, terms and conditions set out in the paragraphs above.

Australia The information contained in this Report has been prepared for
general use only and does not take into account your personal investment
objectives, financial situation or particular needs. Ausbil is the issuer
of the Ausbil Australian Active Equity Fund (ARSN 089 996 127), Ausbil
Australian Geared Equity Fund (ARSN 124 196 407), Ausbil Australian
Emerging Leaders Fund (ARSN 089 995 442), Ausbil MicroCap Fund
(ARSN 130 664 872), Ausbil Australian SmallCap Fund (ARSN 630 022
909), Ausbil Balanced Fund (ARSN 089 996 949), Ausbil Active Dividend
Income Fund (ARSN 621 670 120), Ausbil Australian Concentrated Fund
(ARSN 622 627 696), Aushil Active Sustainable Equity Fund (ARSN 623
141 784), Ausbil Global SmallCap Fund (ARSN 623 619 625), Candriam
Sustainable Global Equity Fund (ARSN 111 733 898), Ausbil 130/30 Focus
Fund (ARSN 124 196 621), Ausbil Long Short Focus Fund (ARSN 642
635 498), Ausbil Global Essential Infrastructure Fund (ARSN 628 816
151) and Ausbil Global Resources Fund (ARSN 623 619 590) (collectively
known as ‘the Funds’). The information provided is factual only and does
not constitute financial product advice. It does not take account of your
individual objectives, financial situation or needs. Before you make any
decision about whether to invest in a financial product, you should obtain
and consider the Product Disclosure Statement of the financial product
and the target market determination which is available at https:/www.
ausbil.com.au/invest-with-us/design-and-distribution-obligations/fund-
tmds before acquiring or investing in the fund.

The information provided by Ausbil Investment Management Limited
(ABN 26 076 316 473 AFSL 229722) has been done so in good faith and
has been derived from sources believed to be accurate at the time of
compilation. Changes in circumstances, including unlawful interference
and unauthorised tampering, after the date of publication may impact
on the accuracy of the information. Ausbil Investment Management
Limited accepts no responsibility for any inaccuracy or for investment
decisions or any other actions taken by any person on the basis of the
information included. Past performance is not a reliable indicator of future
performance.

Ausbil Investment Management Limited does not guarantee the
performance of the Funds, the repayment of capital or any particular rate
of return. The performance of any unit trust depends on the performance
of its underlying investment which can fall as well as rise and can result in
both capital losses and gains. Consequently, due to market influences, no
assurance can be given that all stated objectives will be achieved.

United States

AN INVESTMENT IN THE FUND IS SPECULATIVE AND INCLUDES A
HIGH DEGREE OF RISK, INCLUDING THE RISK OF A TOTAL LOSS OF
CAPITAL. INTERESTS IN THE FUND WILL BE ILLIQUID AND SUBJECT
TO SIGNIFICANT RESTRICTIONS ON TRANSFER. PROSPECTIVE
INVESTORS SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO
BEAR THE RISKS ASSOCIATED WITH SUCH INVESTMENT FOR AN
INDEFINITE PERIOD OF TIME. A PRIVATE OFFERING OF INTERESTS
IN THE FUND WILL ONLY BE MADE PURSUANT TO THE FUND’S
PRODUCT DISCLOSURE STATEMENT (THE “PDS”), AND RELATED
DOCUMENTATION FOR THE FUND, WHICH WILL BE FURNISHED
TO QUALIFIED INVESTORS ON A CONFIDENTIAL BASIS AT THEIR
REQUEST FOR THEIR CONSIDERATION IN CONNECTION WITH SUCH
OFFERING, WHO SHOULD CAREFULLY REVIEW SUCH DOCUMENTS
PRIOR TO MAKING AN INVESTMENT DECISION. ANY INVESTMENT
DECISION WITH RESPECT TO SUCH INTERESTS MUST BE BASED
SOLELY ON THE DEFINITIVE AND FINAL VERSIONS OF SUCH
DOCUMENTS.

The information contained herein will be superseded by, and is qualified in
its entirety by reference to the PDS, which contains additional information
about the investment objective, terms and conditions of an investment in
the Fund and also contains tax information, information regarding conflicts
of interest and risk disclosures that are important to any investment
decision regarding the Fund. No person has been authorized to make any
statement concerning the Fund other than as set forth in the PDS and any
such statements, if made, may not be relied upon.

The information contained in this Report must be kept strictly confidential
and may not be reproduced (in whole or in part) or redistributed in any
format without the express written approval of AUSBIL INVESTMENT
MANAGEMENT LIMITED (together with its affiliates, the “Firm”). Neither
the Firm nor any of its affiliates makes any representation or warranty,
express or implied, as to the accuracy or completeness of the information
contained herein and nothing contained herein should be relied upon as a
promise or representation as to past of future performance of the Fund or
any other entity. Except where otherwise indicated herein, the information
provided in this Report is based on matters as they exist as of the date
of the document and not as of any future date, and will not be updated
or otherwise revised to reflect information that subsequently becomes
available, or circumstances existing or changes occurring after the date
hereof.

This Report has not been approved by the U.S. Securities and Exchange
Commission (the “SEC”), the Financial Industry Regulatory Authority
(“FINRA”), or any other regulatory authority or securities commission in
the United States or elsewhere and does not constitute an offer to sell,
or a solicitation of any offer to buy, any securities. This Report is not to
be relied upon as investment, legal, tax, or financial advice. Any investor
must consult with his or her independent professional advisors as to the
investment, legal, tax, financial or other matters relevant to the suitability of
an investment in the interests of the Fund. The reader is urged to read the
sections in the PDS addressing risk factors, conflicts of interest and other
relevant investment considerations.

PAST PERFORMANCE INFORMATION INDICATED HEREIN IS NEITHER
A GUARANTEE NOR INDICATIVE OF THE FUTURE PERFORMANCE
OR INVESTMENT RETURNS OF THE FUND AND ACTUAL EVENTS
OR CONDITIONS MAY NOT BE CONSISTENT WITH, AND MAY DIFFER
MATERIALLY FROM, HISTORICAL OR FORECASTED EVENTS OR
CONDITIONS.

The interests in the Fund (the “Interests”) have not been registered under
the U.S. Securities Act of 1933 (the “Securities Act”), the securities laws
of any state or the securities laws of any other jurisdiction, nor is such
registration contemplated. The Interests will be offered and sold under the
exemption from registration provided by Section 4(a)(2) of the Securities
Act or Regulation D promulgated thereunder, and other exemptions of
similar import under the laws of the states and jurisdictions where the
offering will be made. The Fund will not be registered as an investment
company under the United States Investment Company Act of 1940, as
amended (the “Investment Company Act”). Consequently, Interests are
being offered to prospective qualified U.S. investors, and investors will not
be afforded the protections of the Investment Company Act, or any other
United States federal or state securities laws.



The Interests may not be transferred or resold except as permitted under
the Securities Act and any applicable U.S. or non-U.S. securities laws. The
Interests have not been reviewed or approved by any U.S. federal, other
U.S. or non-U.S. securities commission or regulatory authority. Interests
are not and will not be insured by the U.S. Federal Deposit Insurance
Company or any government agency, are not guaranteed by any bank
and are subject to investment risks, including the loss of an investor’'s
entire principal amount invested. Investors should be aware that they may
be required to bear the financial risks of an investment in the Interests for
an indefinite period of time because the Interests (i) cannot be sold unless
they are subsequently registered under any and all applicable securities
laws in the United States, or an exemption from registration exists and
(i) are subject to the restrictions on transfer contained in the offering
document or limited partnership agreement of the Fund. The reader must
comply with all applicable laws and regulations in any jurisdiction in which
it subscribes for an investment; and the reader, by its acceptance of this
report, agrees that the Firm and the Fund will not have any responsibility
for the reader’'s compliance with such laws and regulations.

The Firmis registered as an investment adviser with the U.S. Securities &
Exchange Commission.

Certain information contained in this Report constitutes “forward-looking
statements,” which can be identified by the use of forward-looking
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,”
“project,” “estimate,” “intend,” “continue” or “believe,” or the negatives
thereof or other variations thereon or comparable terminology. Due to
various uncertainties and risks, actual results and performance of the
Fund may differ materially from those reflected or contemplated in such
forward-looking statements.
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