VOLATILITY, VALUE,
THE ROAD AHEAD.

The August reporting season was anything but smooth. From gold
rallies to blue-chip stumbles, the ASX delivered a wild ride. In this note,
Tim Johnston (Head of Australian Equities) details how the Tyndall
Australian Share Wholesale portfolio navigated the bumps and details
where he sees opportunity emerging.

The Good, the Bad and the Ugly of Reporting Season Tim Johnston,
Head of Australian
Much like navigating Sydney’s rain-damaged roads, the ASX delivered investors a Equities

rollercoaster ride through the August reporting season. With stretched valuations,
lingering economic and geopolitical uncertainties, and February's volatility still
fresh in the mind, expectations were already set for a turbulent period. And August
didn't disappoint, with extreme share price moves the norm.

Pleasingly, despite the volatility, we finished August with our noses in front,
delivering a total return of approximately +3.3% and outperforming our
benchmark by ~21 basis points’.

Results Steady, Outlooks Mixed — But the Devil’s in the Detail

Reported results were largely in line with expectations: 25% of companies beat
forecasts, while 20% missed. A pleasant surprise came in the form of higher-than-
expected dividends, reflecting not only moderating aggregate gearing levels but
also growing confidence in trading conditions.

However, it was outlook commentary that drove the most divergent share price
reactions across the market. While aggregate earnings forecasts were trimmed by
just ~1.3%, the dispersion was wide: around 40% of ASX 200 companies received
upgrades (averaging +2.4%), while 56% saw downgrades (averaging -8.4%). Our
portfolio fared better on all of these measures.

The data confirms that the domestic economy is strong and improving, while the
US economy is weaker than expected. And it is clear that investors are in no mood
for uncertainty. The slowing activity in the US was also reflected in negative
revisions to historic labour market data, which has renewed expectations for
further Fed easing. This dynamic was to the benefit of smaller companies (XSO
+8%) and gold stocks.

Portfolio Attribution: Sector Positioning and Stock Selection

We benefited from both sector positioning — being overweight gold and interest
rate-sensitive sectors, and underweight Financials — as well as specific stock

' Performance quoted is before fees, is preliminary and subject to change.
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selection in Property, Resources, and Banks. These positives were partially offset
by underperformance in Healthcare and a significant drag from our underweight
to domestic Consumer names (avoided on valuation grounds).

The Good
On balance, stock selection was positive.

A standout contributor was the divergence in performance between Coles and
Woolworths (not held). Coles’ early investment in supply chain automation is
now paying off, most visibly in the in-store experience. This is driving market share
gains — a central part of our thesis — and we see no near-term catalyst to reverse
this trend.

Our preferred domestic cyclical exposures also performed well.

e Stockland - a key overweight — benefited from strong housing demand,
leading to earnings upgrades.

e Shopping centre REITSs, as a second-order beneficiary of resilient consumer
spending, saw improving tenant performance and strong re-leasing
spreads.

Elsewhere, lluka was pleasingly re-rated positively on the back of renewed
government support for a non-China rare earths supply chain, and our
overweight to gold added further to performance.

The Bad

While the Australian economy continues to perform well and expectations for rate
cuts have buoyed consumer and housing names, our limited exposure to
discretionary retail — based on stretched valuations — detracted from
performance. Despite already elevated share prices, positive trading updates at
the start of FY26 drove further re-ratings in these names.

Amcor weighed on returns, with signs of softening demand in the FMCG sector.
The US consumer appears to be pulling back on discretionary purchases, and
despite Amcor trading on an undemanding multiple, the stock declined by
approximately 12%.

Ramsay Health Care — a modest overweight — was a disappointment. While the
company showed encouraging signs of rising utilisation and improving funding
dynamics — consistent with our investment thesis — the renewal of a hospital
contract with the WA Government on reduced pricing terms came as a surprise.
This development delays the company’s earnings recovery and weighed on
performance.

The Ugly

CSL was a significant underperformer during the month, giving back its recent
gains. The company'’s results day introduced a flurry of changes, but the key issue
in our view was the lack of growth in the June half for its core immunoglobulin
franchise. This was a material negative surprise and raised concerns about the
competitive dynamics in that segment. Investors didn't wait for clarity, heading
straight for the exits.

Our channel checks suggest some pockets of heightened competition, but overall,
the market remains relatively in balance. As such, we believe the sell-off in CSL
was an overreaction, and we continue to monitor developments closely.

US housing stocks were also notably weak, with James Hardie down 25% and
Reece (not held) off 18%. This sector has been soft for several quarters, but recent
data suggests further deterioration. We began the month with an active position
in James Hardie but trimmed ahead of the result on valuation grounds, avoiding
the bulk of the drawdown. With the stock down sharply post-result, we've paused
further selling to re-assess its future prospects.
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Investors Are Positive — But Nervous

Markets are once again trading near all-time highs, buoyed by expectations of
improving growth and liquidity as interest rate cuts loom in the coming months.
Yet, despite this optimism, the extraordinary volatility observed throughout August
suggests a lingering sense of investor trepidation.

This nervousness is perhaps best illustrated by the outsized returns in gold, a
traditionally safe haven asset, which surged as investors sought protection from
uncertainty.

The range of returns across the market was astonishing. As shown in Chart 1, the
dispersion raises questions about whether a commmonality of quant-driven
strategies across the investor landscape may be amplifying price moves.

Chart 1: Ranges of Returns by Super Sector
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Source: Tyndall, FactSet.

Reputation Means Nothing in This Market

Investor intolerance for uncertainty was on full display in August, particularly in the
treatment of ASX blue chips and recent high-flyers that hit turbulence.

Companies including CSL, James Hardie, and Woolworths — long considered
stalwarts — were punished harshly. Similarly, high-growth names such as
WiseTech (not held) and Telix (not held), which have enjoyed strong investor
support and share price momentum in recent years, saw aggressive sell-offs.

In each case, poor results or increased uncertainty triggered swift and severe
market reactions, as shown in Table 1. In today's environment, reputation offers no
protection — investors are demanding clarity and punishing ambiguity.

Table 1: August returns for Former Market Darlings and Highflyers

James Hardie -25%
WiseTech -15%

Woolworths

Source: Tyndall, Iress.
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Outlook

August was a period of extreme volatility, but the ASX overall benefited from
signs of positive momentum in the domestic economy. Our portfolio finished
ahead of the market, despite some rough seas along the way.

Importantly, elevated volatility brings opportunity for active investors. Stocks
that disappointed were dramatically de-rated — in some cases excessively given
their underlying fundamentals. We continue to actively review these names in
search of new opportunities.

Our portfolio remains appropriately positioned and we believe is well placed
following proactive de-risking in early 2025. We continue to look for
indiscriminate selling for opportunities to increase exposure to high-quality
names.

Contact us

If you require further information, please contact
your relevant Business Development Manager.

@ The August reporting season was anything but smooth.

Important information:

Yarra Funds Management Limited (ABN 63 005 885 567, AFSL 230 251) (‘YFM') is the issuer and responsible
entity of a range of registered managed investment schemes. YFM is not licensed to provide personal
financial product advice to retail clients. The information provided contains general financial product advice
only. The advice has been prepared without taking into account your personal objectives, financial situation
or particular needs. Therefore, before acting on any advice, you should consider the appropriateness of the
advice in light of your own or your client’s objectives, financial situation or needs. Prior to investing in any of
the Funds, you should obtain and consider the product disclosure statement (‘PDS’) and target market
determination (‘TMD’) for the relevant Fund by contacting our Investor Services team on 1800 034 494 or
from our website at www.yarracm.com/pdsupdates/. The information set out has been prepared in good
faith and while Yarra Funds Management Limited and its related bodies corporate (together, the “Yarra
Capital Management Group”) reasonably believe the information and opinions to be current, accurate, or
reasonably held at the time of publication, to the maximum extent permitted by law, the Yarra Capital
Management Group: (a) makes no warranty as to the content’s accuracy or reliability; and (b) accepts no
liability for any direct or indirect loss or damage arising from any errors, omissions, or information that is not
up to date. No part of this material may, without the Yarra Capital Management Group’s prior written
consent be copied, photocopied, duplicated, adapted, linked to or used to create derivative works in any
form by any means.

YFM manages the Fund and will receive fees as set out in the PDS. To the extent that any content set out in
this document discusses market activity, macroeconomic views, industry or sector trends, such statements
should be construed as general advice only. Any references to specific securities are not intended to be a
recommendation to buy, sell, or hold such securities. Past performance is not an indication of, and does not
guarantee, future performance. Information about the Fund, including the relevant PDS, should not be
construed as an offer to any jurisdiction other than in Australia. With the exception of some Funds that may
be offered in New Zealand from time to time (as disclosed in the relevant PDS), we will not accept
applications from any person who is not resident in Australia or New Zealand. The Fund is not intended to
be sold to any US Persons as defined in Regulation S of the US federal securities laws and has not been
registered under the U.S. Securities Act of 1933, as amended.

References to indices, benchmarks or other measures of relative market performance over a specified
period of time are provided for your information only and do not imply that the portfolio will achieve similar
results. Holdings may change by the time you receive this report. Future portfolio holdings may not be
profitable. The information should not be deemed representative of future characteristics for the strategy.
There can be no assurance that any targets stated in this document can be achieved. Please be advised
that any targets shown are subject to change at any time and are current as of the date of this document
only. Targets are objectives and should not be construed as providing any assurance or guarantee as to the
results that may be realized in the future from investments in any asset or asset class described herein. If
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https://www.yarracm.com/team/

any of the assumptions used do not prove to be true, results may vary substantially. These targets are being
shown for informational purposes only.

© Yarra Capital Management, 2025.
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