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Key facts
Income Growth
Large Small

A portfolio of ASX-listed equities
designed to provide capital growth
with some tax-effective income

Outperform index by over 3% p.a.

S&P/ASX 300 Accumulation Index

Will Riggall

February 2008

0.75% p.a. (may vary across
platforms)

25-35

Zenith “Approved”

HUB?24, NetWealth, Praemium,
OneVue, Powerwrap, Linear,
Xplore, Wealth02

CONTACT Ralton AM

1
Performance (%, returns greater than one year are p.a.)

At monthend 1mth 3 mth 1yr 2yr 3yr 5yr 10 yr Inception

Ralton 1.45% 5.20% 15.98% 11.71% 6.84% 6.61% 8.13% 7.32%
Income 0.71% 1.09% 3.78% 3.70% 3.50% 3.42% 3.72% 4.09%
Growth 0.74% 4.11% 12.20% 8.01% 3.35% 3.19% 4.41% 3.23%

Index? 3.07% 7.81% 21.69% 17.22% 8.13% 8.30% 8.92% 6.70%

Outperformance -1.62% -2.61% -5.71% -5.51% -1.28% -1.69% -0.79% 0.62%
! performance is based on a model portfolio and is gross of investment management and administration fees,
but net of transaction costs. Total returns assume the reinvestment of all portfolio income.

? Index means the S&P/ASX 300 Accumulation Index.

Portfolio Performance

The Ralton Concentrated Portfolio underperformed the ASX300 Accumulated Index in
September, returning 1.45%, versus the index return of 3.07%. A focus on investing in
companies with strong competitive advantages and valuation support has held the portfolio in
good stead during an extended period of volatility.

Contributors Comment

CSC benefitted from a rally in the copper price during the month and
we remain constructive on the copper price outlook over the medium to
long term given its critical importance in the electrification process.
CSC has achieved commercial production at the Mantoverde
Development Project and is on track to grow into becoming a 400kt
p.a. copper producer.

Capstone Copper
Corp. Shs Chess
Depository Interests
Repr 1 Sh (CSC.ASX)
13.1%

Easing monetary policy conditions in China and vocalisation that the
recent stimulus will be followed by further fiscal policy measures
caused short covering in China equities and rapid repositioning
towards China exposed miners such as RIO. The iron ore price rallied
to above USD 100/t during the month in anticipation of improving
economic conditions post the Golden Week shutdown and potential
stimulus. We retain a positive outlook for RIO's diversified strategy and
its growing exposure to base metals.

Rio Tinto Limited
(RIO.ASX)
15.8%

MQG had a strong rally in September after Blackstone's acquisition of
AirTrunk with a valuation of $24 billion. MQG's fund and PSP
. investment owned 88% stake in the company, which they had invested
Macquarie Group, Ltd. . . . - . .
(MQG.ASX) in 2020 with a valuation of $3 billion. With data centres becoming a
7 8% ’ more popular theme amongst investors and transaction volumes

o7 picking up, MQG's fund and their value of assets under management

should see strong support as they own other data centres across the

global.
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Detractors Comment

LNW delivered disappointing performance in September following an initial court ruling
injunction on one of its gaming titles, Dragon Train. While the risk was a known potential, the
discovery process brought to light information that was unknown to LNW and the market. We
highlight that intellectual property infringements are common within the gaming industry and
following several industry channel checks we do not see this as impacting LNWSs ability to
grow its market share over the long-term, as this only represents one game out of its 130
developed each year.

Light & Wonder, Inc. Shs
Chess Depository Interests
Repr 1 Sh (LNW.ASX)
-17.6%

CSL fell over the month on limited news flow. Recent industry data continues to support a
double digit growth outlook for CSL's key plasma franchise. We interpret the soft
performance for CSL to be the result of large investors repositioning away from defensives
toward cyclicals following China stimulus news late in the month. The strong AUD against
the USD was also a headwind given CSL reports earnings in USD.

CSL Limited (CSL.ASX)
-6.1%

Resmed Inc CHESS Depositary
Interests on a ratio of 10 CDIs
per ord.sh (RMD.ASX)

-2.1%

RMD declined in September after gaining 10% in the prior month on the back of a strong
FY24 financial earnings result. The stronger AUD versus the USD over the month was also a
headwind given a majority of RMD's business resides in the US.

Portfolio Commentary

Share markets had another solid month, driven initially by the surprise decision by the US Federal Reserve (Fed) to
commence its easing cycle with a 50 basis point (bps) reduction rather than 25bps. Then later in the month markets were
given another boost following news of a stimulus package by the Chinese administration. The latter development was
particularly impactful for our local market where the ASX 200 gained +3% for the month to close at new record. In light of
the China news, the Materials sector emerged as the leading performer for the month, rising by 13% as a rebound in
commodity prices - particularly iron ore, copper, and lithium - boosted all the major mining stocks.

Strong rises were also seen from the Technology and Property sectors (both +7%), where the former is being supported
by on-going earnings momentum while the latter benefited from the larger than expected Fed rate cut. Sector laggards
for the month included Healthcare, which fell -3% influenced in part by the rotation into resources and the strengthening
of the AUD against the USD. Financials also ran into profit taking to finish the month flat but are still up +37% over the last
12 months and continue to be valued at levels well in excess of history and versus international peers.

The portfolio performed positively over the month but below its benchmark due to defensive positioning and one stock
specific development. At a sector level, performance was held back in being underweight mining and property and being
overweight healthcare. We note that the influence of sector positioning on performance is volatile when measured over
short-term periods, but inconsequential when measured long-term. Of more importance is stock selection, given we
typically hold between 25 and 30 stocks balanced across a variety of sectors.

For September, our major stock miss came from our position in LNW, a US gaming company, which fell -18% following an
unfavourable court finding that LNW stole intellectual property (IP) to create one of its gaming titles, i.e., Dragon Train.
While the litigation dispute was known to the market, the ruling was unexpected given disputes of IP are commonplace
and usually result in settlement via one-off payments. In this case the outcome was an order for LNW to cease selling its
Dragon Train title altogether. The market took this news very negatively, overlooking the fact that this setback has
minimal consequence for earnings, and that Dragon Train will return to the market once LNW renew its approach.
Following a series of industry channel checks, we find no evidence of anything systemic to suggest LNW has been
impaired in their ability to continue to grow market share in the period ahead.



Portfolio Activity

BUY

Transurban (TCL) is an owner and operator of toll roads in Australia and North America. While
Transurban Group Ltd. TCL's earnings and dividends continue to grow, TCL's share price has been held back in recent
(TCL.ASX) years by the backdrop of higher interest rates. With policy rates now being reduced by central

banks globally, we view TCL's current dividend yield of 4% with growth of 5% p.a. as attractive.

SELL

Following a period of poor operational performance and lack of exploration success in the Gulf of
Mexico we have downgraded our outlook for KAR and have exited the position. KAR's Who Dat
assets have disappointed relative to expectations and this now places too much growth risk on
lower probability exploration in both the Gulf of Mexico and Brazil. With slowing global growth,
which typically leads to lower oil prices, we are reducing our exposure to commodities tied to
economic slowdown, including oil. Exiting KAR aligns with this strategy and reduces risk in the
portfolio.

Karoon Energy Ltd
(KAR.ASX)

Top 10 holdings (alphabetical)

ANZ Group Holdings Limited Macquarie Group, Ltd.

Aristocrat Leisure Limited Newmont Corporation Registered Shs Chess Depositary Interests Repr 1 Sh
BHP Group Ltd Resmed Inc CHESS Depositary Interests on a ratio of 10 CDIs per ord.sh
Commonwealth Bank of Australia Telstra Group Limited

CSL Limited Westpac Banking Corporation

Sector Positioning Portfolio metrics*

Ralton XKOAIN
# of Securities 27 302
Market Capitalisation 88,030.1 84,684.2
Active Share 55.2 -
Tracking Error 3.59 --
Beta 0.84 1.00
Est 3-5 Yr EPS Growth 7.0 7.0
ROE 12.6 12.5
m Benchmark ® Portfolio Dividend % 3.57 3.54
P/E using FY2 Est 17.0 17.6
Price/Cash Flow 12.1 11.4

* Source: FactSet

N XKOAI means the S&P/ASX 300 Accumulation Index (Index). The Index is shown for
comparative purposes only. Index returns do not allow for transaction, management,
operational or tax costs. An index is not managed and investors cannot invest directly an in
index.

This document is for general information only and does not take into account the specific investment objectives, financial situation or particular needs of any specific reader. As such, before acting on any
information contained in this document, readers should consider whether the information is suitable for their needs. This may involve seeking advice from a qualified Financial Adviser. Past performance is not
a reliable indicator of future performance. Ralton AM Pty Ltd Trading as Ralton Asset Management ABN 31 639 028 809 is a Corporate Authorised Representative (AR Number 1281001) of Clime Asset
Management Pty Ltd (ABN 72 098 420 770 AFSL 221146). Ralton AM Pty Ltd is the Investment Manager of the Ralton Concentrated Australian Equity Model Portfolio.



