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‘During January, positive top level market
performance belied some reasonably large
industry movements and rotations under the
hood’

Performance Review

Fund performance for the month ending January 2026 was +2.04%,
versus the benchmark return of +0.59%, as measured by the MSCI
World Small Cap Index in AUD.

The MSCI World Small Cap Index was up +0.59% over the month in
AUD terms. In terms of contribution to Fund performance, Germany and
the US were the largest positive country contributors, with Italy and the
UK being the main detractors.

In terms of sector performance, the Industrials and Materials sectors
where the main positive contributors for the month, while Information
Technology and Health Care were the main negative contributors to
performance.

Contributors and Detractors

Notable positive contributors over the period were TKMS and
Thyssenkrupp, both in Germany. Fortrea and ADMA both in the US were
the main negative contributors during the month.

Thyssenkrupp (TKA), one of our larger European industrials, performed
strongly during the month. TKA is a major German steel, engineering
and materials group — involved in areas ranging from steel production
and automotive components to plant engineering and services. When
we invested in TKA early in 2025, our investment research focused on
the intrinsic value within the business embedded in several of TKAs
business segments.

Early last year, TKA's management team highlighted that their strategy
going forward was to realise value for shareholders, and one of their
growth plans was to spin out and list business segments if they
believed this would immediately create value for their shareholders and
stakeholders. The marine systems business of Thyssenkrupp, now re-
branded as TKMS, was a business segment identified by management
for a potential spin out and listing. TKMS is a global leader in non-nuclear
submarines, frigates and advanced maritime defence systems, boasting
a backlog of around €18.6 billion.

In August last year, the spin out of TKMS was unanimously approved
by shareholders. This transaction culminated in TKMS being listed
on the Frankfurt Stock Exchange on 20 October, giving the business
a standalone public profile and providing TKMS with greater strategic
and financial independence. TKMS performed strongly on the day, is
aligned with the management team’s strategy of creating future value for
shareholders and has continued to perform well.

Fortrea Holdings is a global health care company. The company was
one of the top performers for the Fund last quarter but experienced
some profit taking as we began this year. The company operates as
a contract research organisation (CRO), meaning that it provides
clinical drug development and medical-device support services to
pharmaceutical, biotech, and medical-device companies worldwide.
Its offerings span a full lifecycle of clinical services across all stages of
drug development. Fortrea supports a broad set of therapeutic areas
and its global footprint spans over 90 countries. We believe that ongoing
industry trends including increasing R&D spending, growing outsourcing
by pharma/biotech companies and greater complexity/scale of trials is
likely to mean that demand for Fortrea’s CRO services should remain
robust.
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Performance
Returns' as at 31 January 2026
Period Fund Benchmark®?  Out/Under
Return % Performance
% %
Net Net
1 month 2.04 0.59 1.45
3 months 218 1.37 0.80
6 months 7.80 7.10 0.70
1 year 8.70 9.02 -0.31
2 years pa 18.58 15.31 3.27
3 years pa 19.75 13.44 6.31
4 years pa 8.80 8.81 -0.01
5 years pa 9.56 9.86 -0.31
7 years pa 10.99 10.87 0.12
Since inception pa 9.22 9.25 -0.02
Date: 31 May 2018
Top 10 Stock Holdings
Name Fund Benchmark? Tilt
% % %
Mueller Industries 4.87 0.14 4.73
NKT 4.63 0.07 4.56
thyssenkrupp 4.35 0.07 4.28
Fortrea Holdings 419 0.02 418
Applied Industrial Technologies ~ 3.54 0.10 3.45
Medpace Holdings 3.50 0.13 3.37
SSAB 3.48 0.05 3.43
Outokumpu Qyj 2.69 0.02 2.67
TKMS AG & Co. 2.65 0.03 2.62
Powell Industries 2.22 0.04 2.18
Investment Characteristics
Return Debtto Dividend Price to
on equity yield free cash flow
invested
capital
Fund 10.0 56.4 1.7 21.83
Benchmark?® 7.4 91.9 1.7 22.62
Sector Allocations
Sector Fund Benchmark? Tilt
% % %
Energy 0.00 4.61 -4.61
Materials 14.37 9.13 5.25
Industrials 31.43 20.95 10.48
Consumer Discretionary 7.60 11.15 -3.56
Consumer Staples 0.82 4.24 -3.42
Health Care 14.74 9.91 4.83
Financials 11.97 14.68 -2.71
Information Technology 8.04 11.69 -3.65
Communication Services 0.00 3.22 -3.22
Utilities 0.00 2.77 -2.77
Real Estate 10.12 7.65 2.47
Cash 0.91 0.00 0.91
Total 100.00 100.00 0.00

1. Fund returns are net of fees.

2. The benchmark is MSCI World Small Cap Net Total Return (TR) Index in AUD.
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Outlook Region Allocation
During January, positive top level market performance belied some
reasonably large industry movements and rotations under the hood. Region Fund Benchmark? Tilt
Software and services businesses, a key element of the information % % %
technology sector, continued to struggle as questions about disruption from North America 48.54 64.66 16.12
ever increasing artificial intelligence spending becomes louder. The Fund has Japan 6.04 10.48 604
been underweight software and services companies for some time as we b , - - .
see more unrecognised growth potential in other areas of the market ke~ United Kingdom 3.28 4.50 -1.22
Europe, and industrial and materials businesses. Europe (Ex United Kingdom) 37.60 11.13 26.47
Asia Pacific (Ex Japan) 3.43 5.53 -2.10
After a slightly weak end to last year, global manufacturing surveys — -Viddle East 0.00 1.70 -1.70
bounced back in January with nearly all regions improving. The S&P Global ~ _Cash 0.91 0.00 0.91
Manufacturing PMI remained above the neutral level of 50 with a reading of Total 100.00 100.00 0.00

50.9 which was an increase from December’s reading of 50.4. Aligned with

our belief in a European manufacturing recovery, Europe delivered a decent

improvement month on month, reinforcing the longer-term positive trend in Subscribe t thi dates h
the region. Europe and Germany improved to 49.5 and 49.1, respectively, ubscribe to our monthly upaates here
from 48.8 and 47.0 the previous month. While still below the neutral level

of 50, the trend continues to be positive. The US posted another decent
monthly reading of 52.4, up from 51.8 in January.

The Fund continues to maintain its holdings in US and European industrials,
and its overweight in electrical equipment, with exposure to continued
investment in the electrical grid in the US and Europe as well as to increased
spend in construction and infrastructure. The Fund is underweight Information
Technology, and industries associated with the consumer, specifically apparel
and core retail exposure as the US and global consumer is still at risk from
elevated interest and inflation rates. As market volatility increases our focus on
attractive valuations as well as earnings growth potential, our unrecognised
growth investment philosophy should help us to navigate turbulent markets.
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This material is issued by Ausbil Investment Management Limited (Ausbil) ABN 26 076 316 473, AFSL 229722 as at 31 January 2026 and is subject
to change. The material is not intended to provide you with financial product advice. It does not take into consideration the investment objectives,
financial situation or needs of any person. For this reason, you should, before acting on this material, obtain professional advice from a licensed
financial adviser and read the relevant Product Disclosure Statement which is available at www.ausbil.com.au and the target market determination
which is available at www.ausbil.com.au/invest-with-us/designand-distribution-obligations. Past performance is not a reliable indicator of
future performance. Any reference to past performance is for illustrative purposes only and should not be relied upon on. Ausbil, its officers, directors
and affiliates do not guarantee the performance of, a particular rate of return for, the repayment of capital of, the payment of distribution or income of,
or any particular taxation consequences for investing with or in any Ausbil product or strategy. The performance of any strategy or product depends on
the performance of the underlying investment which may rise or fall and can result in both capital gains and loss. Any references to particular securities
or sectors are for illustrative purposes only. It is not a recommendation in relation to any named securities or sectors. The material may contain forward
looking statements which are not based solely on historical facts but are based on our view or expectations about future events and results. Where
we use words such as but are not limited to ‘anticipate’, ‘expect’, ‘project’, ‘estimate’, ‘likely’, ‘intend’, ‘could’, ‘target’, ‘plan’, ‘believe’, ‘think’, ‘might’
we are making a forecast or denote a forward-looking statement. These statements are held at the date of the material and are subject to change.
Forecast results may differ materially from results or retums ultimately achieved. The views expressed are the personal opinion of the author, subject
to change (without notice) and do not necessarily reflect the views of Ausbil. This information should not be relied upon as a recommendation or
investment advice and is not intended to predict the performance of any investment or market. The actual results may differ materially from those
expressed or implied in the material. Ausbil gives no representation or warranty (express or implied) as to the completeness or reliability of any forward
looking statements. Such forward looking statements should not be considered as advice or a recommendation and has such should not be relied
upon. To the extent permitted by law, no liability is accepted by Ausbil, its officers or directors or any affiliates of Ausbil for any loss or damage as a
result of any reliance on this information. While efforts have been made to ensure the information is correct, no warranty of accuracy or reliability is
given, and no responsibility is accepted for errors or omissions. Any opinions expressed are those of Ausbil as of the date noted on the material and
are subject to change without notice.
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