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environments. In addition to holding “long-only” NZ and Australian 2 years p.a. 15.36% 9.89% 7.85%
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its assets and utilise active currency management to generate returns 5 years p.a. 16.46% 7.95% 7.11%
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Fund Facts at 30 June 2025 10 yea.rs p.a. 9.85% 7.35% 8.66%
Inception p.a. 10.68% 7.45% 8.66%
Benchmark RBNZ Official Cash Rate +5% p.a. 2. Fund performance is after all fees and before PIE tax.
- 3. NZ50G/ASX200Al is a 50/50 blend of the S&P/NZ50 Gross Index and the S&P/ASX
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Application 3.0646 @ | 0ng Short Fund
Redemption 3.0522 300 == OCR+5%
Investment Limits
Gross equity exposure 0% - 400% 250
Net equity exposure -30% - 60%
Unlisted securities 0% - 5%
Cash or cash equivalents 0% - 100% 200
Maximum position size 15%
Number of Positions at 30 June 2025 150
Long positions 51
Short positions 29 100
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Exposures at 30 June 2025 R N N N R e R RN
Long exposure 80.34% Fund performance has been rebased to 100 from inception.
Short exposure 39.84% Past performance is not a reliable indicator of future performance and no
: o representation or warranty, express or implied, is made regarding future
Gross equity exposure 120.19% performance.
Net equity exposure 40.50%
Largest Longs Largest Shorts
Investment Risk to 30 June 2025 Tower Commonwealth Bank of Australia
) N GDI Property Group Brambles
Fund volatility 6.60% Turners Automotive Group Wesfarmers
NZ50G / ASX200Al volatility* 13.45% Servcorp s
NZ50G / ASX200Al correlation 0.063 Genesis Energy Lovisa Holdings

1. Annualised standard deviation since fund inception.
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Country Allocation at 30 June 2025 (Gross Equity Exposure)

= Australia - 65.69%

New Zealand - 34.31%

Fund Commentary

Dear Fellow Investor,

The Fund delivered a solid month of performance in June,
with a return of +1.27%. In a relatively quiet month for local
equity markets, the NZ benchmark returned +1.5% and
Australia rose +1.4%. Our long and short books overall did
what one would have expected in a relatively positive month,
aided by a couple of stand-outs from the long-side. More on
that shortly.

Macro events were dominated by the ever-changing whirl of
news emanating out of the US regarding tariffs, Iran and the
“Big Beautiful Bill” (BBB). It was easy to lose oneself down
political rabbit-holes rather than focus on what really matters
for financial markets.

As this is written, the BBB has passed through the Senate and
remains to have some likely cosmetic changes made to get
final agreement from Congress. The direct impacts are minor,
with Infratil’s (IFT) Long Road business being a moderate loser
from an earlier end to renewable energy subsidies and a
threat to hike Omni Bridgeway’s (OBL) tax rate on litigation
settlements not proceeding.

What matters far more is summed up in the chart below. US
federal debt is reaching unprecedented levels just as a major
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demographic crunch lies ahead. It’s ironic that just as Javier
Milei is sorting out many decades of Argentinian policy
malpractice, spendthrift US policy-making is harking back to
Argentina’s former misbegotten path. The risks for the USS,
US real interest rates and possibly US inflation are clear.

U.S. Federal Debt as a Share of the Economy Since 1790
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Sources: Congressional Budget Office (historical federal debt held by the public); Committee for a

Responsible Federal Budget (projections under the House bill if temporary provisions are made permanent,
and under the bill as written) ~ The New York Times

The most important question for financial markets globally is
what does this mean for US inflation? On the dovish side of
the coin, global inflationary pressures are nothing like what
they were after Covid thanks to tepid overall growth and
continuing Chinese excess capacity and deflation. The other
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ameliorant is that the US unemployment rate has risen
slightly from the 3.5% region to 4.2% - still tight but not quite
inducing the wage pressure that there was 12-18 months ago.

Conversely, drivers on the inflationary side of the coin are
rather more numerous and are clearly the reason for the Fed
remaining on hold despite increasingly vitriolic attacks on the
“moron” Governor Powell by that renowned monetary
expert, President Trump.

Firstly, with the US fiscal deficit likely to be circa 7% of GDP,
they are running the economy red-hot for short-sighted
political reasons, paving the way for an era of fiscal
dominance over monetary policy. Even if the mid-term
elections late next year see Congress and perhaps the Senate
change hands, the Democrats are hardly known for their
steely-eyed fiscal prudence. The Argentinian comparison
seems apt.

Secondly, and critically at present for the Fed, significant and
constantly changing tariffs have been put in place and the
feed-through to inflation readings is still opaque. The impact
can be clearly seen in the ISM Manufacturing Survey, where
the selling prices reading of 69.7 for June was the fourth
consecutive reading in the high 60’s. This has tended to be a
strong 3-6 month lead indicator for PPl inflation. How much
of this ultimately moves through to CPI inflation is the
question.

It is important to remember that the goods sector is only a
portion of what feeds into inflation outcomes, with the
services sector also being critical. A risk lurks here from the
superficially aggressive Trump deportation policies in terms of
what happens to the supply of low-wage workers across a
whole bevy of industries. Despite all the noise, deportations
are actually less than they were under Biden, but the optics of
the policy have led to a collapse in arrivals. This could see
service sector wage inflation pressure start to pick up.

The Cleveland Fed core inflation nowcast has only risen
moderately to 3.05% at present from a recent low of 2.76% in
April. This coincides neatly with the Fed’s latest forecast of
+3.1% for 2025 PCE inflation that they made at their June
meeting (versus +2.7% in March). The debate as to what the
Fed will do remains open, with upcoming inflation prints
being the key. One likely curveball is that while Trump cannot
sack Powell, he could easily make an early appointment of his
replacement to run in parallel and create further pressure on
him.

Put all this together and we have an environment of
continued moderate-medium inflation pressures which

historically favours equities, property and infrastructure over
bonds. There is ongoing USS risk in terms of country
allocations. This is certainly how Salt’s diversified portfolios
are tilted. The tricky part is that overall equity markets are
very expensive, which supports a rotation into value and
GARP style names away from ultra-high multiple new-
economy momentum names — this certainly fits well with the
style of our Fund.

The pressure that Trump is putting on Powell to cut rates does
not stem from a carefully nuanced analysis of the inflation
outlook. Rather, the rapidly worsening US debt position is
coinciding with a wall of short-dated issuance that need to be
refinanced. This is shown in the chart below, with the US$8tn
that needs to be refinanced over the rest of this year being an
interesting challenge.

| US Government Maturity Stack
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Source: Bloomberg, US Treasury, and MUFG US Macro Stratepy

Linking back to the markets that our Fund invests in, the best
thing that can be said about Australia is that while its
valuation is also in the 90th-100th percentile range of
historical levels, it is at least a safe haven, with strong
population growth, relatively low public (but not private) debt
levels, inflation that is coming under control and a
government that appears to be content with making only
moderately harmful tweaks at the edges rather than major
catastrophic shifts.

Our key issue is valuation which is accompanied by a rampant
style bias to earnings and price momentum. To give a sense of
the extremes, our moderate short position in Technology One
(TNE) is trading at 4.5 standard deviations above its 10-year
average PE multiple for exactly the same average forecast EPS
growth. Worse, they are far more aggressive in capitalising
expenditure than in earlier years. Maybe a forward PE of 96x
isn’t too high so long as you say it often enough. Nothing that
can’t be fixed by 5% forever terminal growth projections in
one’s DCF “valuation”.

Another interesting absurdity was pointed out by the
excellent strategy team at JP Morgan. If you look at the MSCI
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US Growth Index, the top ten stocks are 40% of the index and
provide investors with weighted average revenue growth of
+16% (two years out). In Australia, the top ten stocks are 78%
of the MSCI Australia Growth Index and deliver a paltry 6%
revenue growth. Almost 30% of the index is the bubble that is
Commonwealth Bank (CBA). It has around 3.5% forecast
revenue growth and 2%-3% EPS growth. One would hate to
think how many billions are mindlessly indexed to this
benchmark and others like it. No wonder CBA is the world’s
most expensive major bank.

In contrast to Australia, NZ equity valuation multiples are
rather more palatable, especially if one looks at them on a
median stock basis. The PE of circa 16.5x is bang in line with
its long-term historical norm. While the weighted average PE
for our overall market is far higher, the sheer size of higher
growth names such as Fisher & Paykel Healthcare, Infratil et
al makes this difficult to compare to the old days when half of
our market was “trees and telephones”; ie Telecom NZ, Carter
Holt Harvey and Fletcher Paper.

The question for NZ is not so much the multiple but the
earnings growth forecasts given the frustratingly prolonged
funk that our economy seems to have fallen into. The June
ANZ Business Outlook Survey showed firms’ own activity
expectations ebbed from 47.7 to 34.8, while the percentage
expecting profitability to rise over the year ahead slumped
from 28.5t0 11.1, led by retail. On this subject, the month saw
ugly trading updates from Kathmandu and The Warehouse.

The RBNZ has now cut the OCR to 3.25% from the former
overly tight peak of 5.5% but they are now a little stuck in the
short term, with disinflationary impulses pausing based on
both survey evidence and the Food Price Index was +4.4% y/y
in May. The only good news is the former bugbear of rental
inflation is easing, being +2.8% y/y in May versus consistent
+4%-5% readings in the past.

All this said, we remain cautiously optimistic that the NZ
economy is through the worst. The provinces are flying thanks
to price and volume strength in dairy, meat and horticulture.
Sadly, there are few listed equity plays on this part of our
economy, but the upsurge will feed through to the cities in
time. Further, the degree of monetary easing from the peak
has been sizeable and this will also gradually feed through.
We remain bullish on the NZ economy picking up and our
underpriced NZ longs continuing to work for us.

Fund Performance in June

Returning to the Fund’s performance in the month of June,
our overall return of circa +1.3% pre fees and tax was

comprised of a +1.9% contribution from our long book and a
-0.5% headwind from our shorts. This is as expected in a
moderately positive month for markets.

Our overall “winners to losers” ratio was a strong 61%, with
this being dominated by our more numerous long positions
(where we had 60 holdings over the month) compared to 32
short positions. What was notable was a major skew to two
large winners and one large laggard amongst the longs,
whereas the short book oscillations were quite minor.

Our gross position declined from 127% to a relatively low
120% over the month, although around 4% of this was
accepting the takeover bid for our highly successful holding in
Marsden Maritime (it took a while but it was worth it!) Our
net position was unchanged at circa 40% but this conceals
that we replaced the quasi-cash position of MMH with a
number of new longs. Around 3.4% of the Fund is now in two
takeover bids which are certain (NZ Windfarms, 2.9%) and
quite likely (Vital Networks, 0.5%) to close. As one might
expect from the earlier commentary, we remain heavily net
long NZ.

Despite it being a positive month, there were a surprisingly
large eleven negative days for the 50/50 index of Australia
and NZ in June, although almost all of the declines were small.
The average return for the market on those days was -0.18%.
The Fund was up on five of the eleven days and had an
average return on them of +0.10%. June was one of those
months where we performed in accordance with our long
history of being up on average on both positive and negative
days. What really matters is that there continues to be no
correlation between the performance of our Fund and that of
the NZ/Australia equity markets.

Our largest headwind was another mini-disaster from our
formerly large holding in Monash IVF (MVF, -7.8%), which
experienced another incident at one of its clinics, where it
implanted a female’s own embryo instead of that of her
female partner. Following this, the CEO took responsibility
and resigned. MVF’s average price during the month was
62.2cps, so it was flattered by the 70.5cps closing price. We
have offset a moderate degree of the damage in the last three
months by trading the position down and it is now a relatively
small holding. It presents enormous potential value but there
are clearly idiosyncratic risks that no longer make it easy to
sleep with at night. We await the findings of the independent
reports into these incidents.

The second stand-out detractor was our mid-sized holding in
the small cap, Intelligent Monitoring Group (IMB, -16.1%),
which has appeared in these pages far more frequently from



SALI

the positive side of the ledger. There was no new news to our
knowledge and it simply appeared to be a case of selling flows
which reversed earlier advances of +7.3% in May and +12.2%
in April.

As a reminder, IMB bought the ADT Australia/NZ assets at an
extremely attractive price two years ago and has since carried
out a series of bolt-on acquisitions which should deliver
strong synergies as it consolidates the security monitoring
market. There are obvious risks and management challenges
as it seeks to bring the various businesses together while
simultaneously growing the revenue line but we are attracted
to both the valuation (7x PE growing to 5x) and the
underdeveloped nature of the market down under.

Other detractors were smaller in nature. Our moderate long
in Omni Bridgeway (OBL, -12.4%) fell on fears that litigation
settlement proceeds in the US would become subject to tax
for the first time. As it has turned out, this did not make it into
the final version of the Big Beautiful Bill. OBL has franked the
value of its litigation funding agreements by selling stakes in
them to sophisticated third parties and used the proceeds to
repay all debts which had seemed to be the bug-bear of the
short-sellers. OBL is now trading well below a reasonable
estimate of the NPV of its existing book, let alone all of the
future actions that it will fund from its ongoing business.

From the short-side, Commonwealth Bank (CBA, +5.0%) yet
again caused a degree of pain as the bubble continued its
inexorable expansion. A very small position in the buy now,
pay later business, Zip Co Limited (ZIP, +54.7%) also hurt as
they reported much stronger than expected loan growth and
no material changes in credit loss ratios. Blind Freddy can see
from the overall US data that BNPL arrears are rising sharply
but that it takes time for bad debts to season and eventuate
when the business is growing strongly.

The largest positive contribution was something of a broken
record via our extremely large, long-standing position in
Tower (TWR, +9.9%). Aside from Paul Johnston unsurprisingly
being named the permanent CEO, there was no new news in
the month. TWR went ex an 8cps fully imputed dividend
which they promptly carried. The share price performance
has been exceptional, but TWR remains on very low valuation
multiples, with the PE being around 7x depending on one’s
reinsurance deductible assumptions. While the GWP growth
cycle is over, reinsurance rates are falling quickly, protecting
overall insurance margins. Our soundings suggest that mass-
market general insurance company behaviour remains
broadly rational, which one would expect given the
concentrated structure at this end of the insurance market.

TWR now just has to get through three more months without
any major disasters and we could see a large further special
dividend on top of the very attractive ongoing ones.

The second stand-out winner was our relatively large position
in the volatile DUG Technology (DUG, +21.4%). Their core
business is their industry-leading super-computer driven
analysis of geological structures for oil companies and we
believe this is travelling relatively well. It is a long road to
convince vast oil companies that their analytical techniques
really are the best but they are gradually getting there. They
have two side businesses in terms of DUG Nomad and DUG
Cool which the market seems unwilling to ascribe any value
to until they get runs on the board. DUG Nomad builds
entirely self-contained mini data centres suitable for rugged
environments and the growing demand for edge computing.
They announced their first sale early in the month to a
credible party in Petronas.

Another repeat winner was our large, long-standing holding
in Turners (TRA, +7.7%). There was no news but the market is
perhaps starting to understand just how strong their business
model is and that many years of market share growth still lie
ahead, yet it trades on below-market multiples. TRA also
provides solid cyclical exposure to the glacially improving NZ
economy and margins will expand in its finance business
following RBNZ rate cuts.

Other positive names of note were led by our mid-sized
position in Emeco Holdings (EHL, +12.2%) which we would
very much put in the deep value bucket. Their forecast PE
path of 5.7x in Jun25, 5.2x in Jun26 and 5.0x in Jun27 does
perhaps flatter them a little as their capex consistently
exceeds depreciation but they are still very cheap on free
cashflow multiples and have a sustainable edge in their
mining equipment rental business due to their extensive
refurbishment business. Poor weather and a haemorrhaging
coal industry were concerns but the gold sector boom is
rather helpful. We were a touch nervous, but they strongly
reiterated earnings guidance in the month.

Mid-sized longs in the radiology business, Integral Diagnostics
(IDX, +5.0%), the annuity provider Challenger Financial (CGF,
+6.2%) and a modest allocation in the discounted sell-down
of a stake in Ebos (EBO, +3.8%) were also helpful.

Thank you for your continued support and interest in the
Fund. June was a relatively uneventful month for NZ and
Australian markets despite a backdrop of a rather eventful
world. US-driven risks are a considerable concern, Australia is
a very expensive safe-haven, while the NZ economy and
market are taking an eternity to shake off their torpor despite
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promising emerging signs. Against this backdrop, we will
continue to plug away and do our level best to extend our
long-term track record of delivering equity-like returns, with
far less volatility and no correlation to long-only equity
markets.

Matthew Goodson, CFA

Disclaimer: The information in this publication has been prepared from sources believed to be reliable and accurate at the time of preparation but Salt Funds Management
Limited, its officers, directors, agents, and employees make no representation or warranty as to the accuracy, completeness, or currency of any of the information
contained within, and disclaim any liability for loss which August be incurred by any person relying on this publication. All analysis, opinions and views reflect a judgment at
the date of publication and are subject to change without notice. This publication is provided for general information purposes only. The information in this publication
should not be regarded as personalised advice and does not take into account an individual investor’s financial situation or goals. An individual investor should, before

making any investment decisions, seek professional advice. Past performance is not a reliable indicator of future performance and no representation or warranty, express
or implied, is made regarding future performance.



