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Worley’s (WOR) recent performance has been impacted by the continuing effects

of COVID on project deferrals and cautiousness by the market on the companies
ability to keep cost out benefits as revenues return. We are of the view that these
activity related impacts are transitory and dual tailwinds of commodity price driven
capital expenditure and energy transition investment are currently being missed by
the market. While consensus has factored in a lift in revenue in 2021 the medium
term margin outlook shows considerable caution as to the ability of the company to
earn traditional margins, despite significant cost out set to come through from the
Jacobs acquisition. The recent result highlighted the ongoing revenue headwinds but
also incorporated an upgrade to synergy benefits and above all strong cash flow to
support a 4%+ dividend yield. We see the short term uncertainty as an opportunity
to invest in a high quality global business with strong cyclical and structural tailwinds
exposed to the emerging trend to de-carbonise the global energy matrix.

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

At month end 3yr 5yr 10yr Inception

Ralton 0.85% 5.15% 24.28% 5.36% 8.97% 10.16% 7.67%
Income 0.28% 0.66% 4.26%  4.64%  4.64%  4.80% 4.93%
Growth 0.57%  4.49% 20.02% 0.71%  4.34%  5.36% 2.74%

Index 2.25% 8.48% 28.49% 9.77% 11.26% 9.21% 6.38%

The Ralton Concentrated portfolio returned +5.15% for the quarter, underperforming a
stronger index return by -3.33% as the rotation to cyclicals and value retreated and bond
yields moved lower. At the end of the 2021 financial year the portfolio delivered an income
return to investors of +4.26% and +5.48% incorporating franking credits well ahead of the
market yield of +3.08%, with a total return of +24.33%.

Mid capitalisation Consumer Staples stocks Tassal Group (+7.2%) and Inghams (+19.2%)
contributed strongly to quarterly returns as industry conditions improved in both Salmon and
Chicken segments of the retail industry. While M&A activity picked up in the Salmon industry,
it was a strong trading update from ING that sparked the stock, sighting an increase in sales as
cafes open again. New addition to the portfolio Worley (+14%) traded well over the quarter as
its attractive combination of exposure to the "green" investment as well as solid performance
in key commodity Oil sparked investor interest. As outlined in past reports we see material
upside from increase spend as companies re-invest in greener projects as well as a view that
the market is underestimating earnings leverage in the years ahead.

The strategy has benefited over the last year from its positioning in Resources and companies
that are set to benefit from increased activity however the portfolio was negatively impacted
by a surprise downgrade from Perenti (-34%) as the company flagged short term headwinds
from increased wage costs as COVID measures impact availability of labor. PRN remains
strongly positioned to benefit from broad commodity spend, with recent indications of a ramp
up in bidding activity we see strong upside from the exposure. The sector as a whole is trading
close to NAV, a price at which M&A is often the material gains. Finally, Challenge declined (-
15.47%) as it lowered its margin and profit outlook in April. However post the end of the
quarter Apollo International took a strategic stake, boosting shares and the chance of a take
out at much higher multiples.
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Top 10 holdings

Sector allocation Amcor PLC

Sector Ralton Index +/- BHP Group Ltd
Banks 20.9% 22.5% 1.5%
Chemicals 0.5% 0.0% 0.5% Commonwealth Bank of Australia
Communication Services 4.1% 8.6% 4.5% Evolution Mining Limited
Construction Materials 1.7% 0.0% -1.7% National Australia Bank Limited

H : [) 0, _ [)
Consumer Discretionary 8.3% 6.1% 2:3% Nine Entertainment Co. Holdings Limited
Consumer Staples 5.3% 5.5% 0.2% . —
Containers & Packaging 0.8% 4.9% 4.1% Sonic Healthcare Limited
Diversified Financials 5.0% 1.7% -3.3% Telstra Corporation Limited
Energy 3.0% 5.6% 2.5% Westpac Banking Corporation
Health Care 10.2% 4.6% -5.6% Woodside Petrol Ltd

i roleum

Industrials 6.9% 6.8% 0.1% codside Fetroled
Information Technology 4.3% 0.0% -4.3% Portfoli tri
Insurance 2.8% 3.1% 0.3% Ortiofio metrics
Metals & Mining 17.7% 15.3% -2.4% PE 13.90
Real Estate 7.0% 6.2% -0.8% EPS Growth (%) 10.80%
Utilities 1.5% 4.5% 3.0% Dividend Yield (%) 4.91%
TOTAL 100 100

Quarterly Market Commentary

The Australian market returned an extremely strong 8.48% for the quarter. With bond rates rolling lower late in the quarter,
despite surging indicators of inflation market sentiment rotated away from recent value style winners towards the high PE
segments of the market including IT.

Sustainably high Iron Ore prices helped drive Resource names higher with FMG and RIO up 16.7% and 14.3% respectively over
the quarter. Banks consolidated gain increasing 8.3% led by CBA (+15.6%) and WBC (+8%). Offshore companies again took the
ascendency in the quarter as global economies emerge from their COVID slumber, with Aristocrat (+26%) and Dominos (+25%)
leading the Consumer Discretionary sector (+26%). James Hardie (+13%) and Boral (+34%) benefited from improving domestic
and US housing markets, with the latter receiving an improved bid from Stokes' Seven Group Holdings.

With the market up so strongly it was left to releasing disappointing updates. Beach Petroleum (-27.7%) surprised the market

with a downgrade to expected production from its Western Flank assets. Incitec Pivot (-17.9%) showed continuing operational
issues at its US Ammonia asset, delaying the benefits of surging commodity prices. Finally, the Diversified Financials (-15.47%)
sector was dragged down by Challenger (-15.47%) as it lowered its margin and profit outlook in April. However post the end of
the quarter Apollo International took a strategic stake, boosting shares and the chance of a take out at much higher multiples.

Outlook

From here the market outlook appears more balanced with the global economic opening driving growth in developed
countries, early signs of slowing in China's key indicators raises risks. Growth without the commensurate supply of goods and
services can drive inflation as is the case currently, however declining bond yields appears to discount the prospect that
inflation is structural, indicating it as cyclical with deflationary pressures of changing demographics and debt ever present.

Ralton expects the next quarter to bring some volatility to growth expectations and markets with the prospect of 10% pullback
increasingly likely, in this instance we would be utilising the cash we are currently holding to invest in high quality companies
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