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Pendal Smaller Companies Fund

ARSN: 089 939 328

About the Fund

The Pendal Smaller Companies Fund (Fund) is an actively managed portfolio
investing in companies outside the top 100 listed on the Australian Stock
Exchange and their equivalent on the New Zealand Stock Exchange that we
believe are trading below their assessed valuation, and which we expect to grow
their profits quickly.

Investment Return Objective

The Fund aims to provide a return (before fees, costs and taxes) that exceeds
the S&P/ASX Small Ordinaries (TR) Index over the medium to long term. The
suggested investment timeframe is five years or more.

Description of Fund

This Fund is designed for investors who want the potential for long term capital
growth and tax effective income, diversification across a broad range of smaller
companies and industries and are prepared to accept higher variability of
returns. The Fund invests primarily in companies outside the top 100 listed on
the Australian Securities Exchange. The Fund may also invest in equivalent
companies listed on the New Zealand Stock Exchange, hold cash and may use
derivatives.

Pendal’s investment process for Australian shares is based on our core
investment style and aims to add value through active stock selection and
fundamental company research. Pendal’s core investment style is to select
stocks based on our assessment of their long term worth and ability to
outperform the market, without being restricted by a growth or value bias. Our
fundamental company research focuses on valuation, franchise, management
quality and risk factors (both financial and non-financial risk).

The Fund may have assets denominated in foreign currencies. This means that
changes in the value of the Australian dollar relative to foreign currencies may
affect the value of the assets of the Fund. The Fund’s foreign currency exposure
may be hedged from time to time, in whole or part.

Derivatives may be used to reduce risk and can act as a hedge against adverse
movements in a particular market and/or in the underlying assets. Derivatives
can also be used to gain exposure to assets and markets.

Investment Team

The Pendal Smaller Companies Fund is managed by Pendal’s experienced
Small Cap team. The Fund is managed by Lewis Edgley and Patrick
Teodorowski. They are supported by an experience Small Cap team as well as
the insight of Pendal’s broader Australian equities team.

Portfolio characteristics

Benchmark S&P/ASX Small Ordinaries (TR) Index
Number of stocks Between 45 - 75

Maximum cash weighting 20%

Ex-ante tracking error Typically between 3% - 9%

Active single stock position +/-5%

Factsheet

Equity Strategies

30 June 2026

Performance

1 month 0.55 0.66 -2.00
3 months 6.14 6.47 3.32
6 months -7.12 -6.56 -7.91
1 year 4.36 5.65 8.1
2 years (p.a) 7.52 8.86 10.16
3 years (p.a) 10.51 11.88 9.89
5 years (p.a) 5.39 6.70 2.98
Since 11.55 12.85 7.28

Inception (p.a)

Source: Pendal as at 30 June 2026

“Post-fee" returns assume reinvestment of distributions and is
calculated using exit prices. “Pre-fee” returns exclude the effects
of management costs and any taxes. Returns for periods greater
than one year are annualised. Fund inception: December 1992.

Past performance is not a reliable indicator of future performance.

Sector Allocation (as at 30 June 2026)

Energy 4.2%
Materials 12.2%
Industrials 17.2%
Consumer Discretionary 11.0%
Consumer Staples 2.9%
Health Care 1.7%
Information Technology 13.7%
Telecommunication Services 5.4%
Utilities 0.0%
Financials ex Property Trusts 16.8%
Property Trusts 5.1%
Cash & other 9.7%

Other Information

Fund size (as at 30 June 2026) $361 million
Date of inception December 1992
Minimum investment $25,000

Buy-sell spread’

For the Fund's current buy-sell spread information, visit
www.pendalgroup.com

Distribution frequency Half-yearly
APIR code RFA0819AU

" The buy-sell spread represents a contribution to the transaction costs
incurred by the Fund, when the Fund is purchasing and selling assets.
The buy-sell spread is generally incurred whenever you invest or
withdraw funds, and may vary from time to time without notice.

Fees and costs

You should refer to the latest Product Disclosure
Statement for full details of the ongoing fees and costs
that you may be charged.

Management fee? 1.22% pa

2 This is the fee we charge for managing the assets and overseeing the
operations of the Fund. The management fee is deducted from the
Fund’s assets and reflected in its unit price.


http://www.pendalgroup.com/products

Market review

June was eventful. A preliminary peace deal between the US and
Iran did not end the bluster between the two sides — nor lead to a
total end to hostile actions. Nevertheless, there was enough
progress towards resumed traffic through the Strait of Hormuz to
see oil prices fall materially.

The tech space was volatile as investors increasingly questioned
how long the Al trade could be sustained. Some see a spate of
capital raising from Anthropic, Open Al and SpaceX — the latter in
the largest IPO in history — as a warning sign.

The US Federal Reserve kept rates on hold in the first meeting
under new Chair Kevin Warsh. The degree of signalling is being
deliberating scaled back, but there was enough for the market to
see a more hawkish stance given inflationary pressures.

The Reserve Bank of Australia likewise held rates steady. Its
statements noted that consumer spending is slowing and house
prices falling. However labour markets remain tight and it still sees
current headline and underlying inflation as too high.

Commodities were generally weaker. Brent crude fell -20.8% to
US$72.90 a barrel on the prospect of resumption in supply from
the Persian Gulf. Iron ore slid -6.3%, aluminium -15.8% and
copper -2.6%. Gold was down -11.7% as the market saw a greater
chance of rate hikes in the US.

The S&P/ASX Small Ordinaries fell -2.0% for June,
underperforming the S&P/ASX 300’s 0.6% return in part due to
smaller-company resource names falling further than their larger
counterparts.

Information Technology (+9.6%) did best, driven by strong gains in
data centre-related stocks such as Megaport (MP1, +44.0%),
Weebit Nano (WBT, +15.2%) and Dicker Data (DDR, +21.4%).
Software was mixed; SiteMinder (SDR) gained 16.6% but other
such as Catapult Sports (CAT, -8.9%) and Hansen Technologies
(HSN, -4.3%) were down.

Consumer Discretionary (+5.2%) rose as expectations of further
rate hikes were scaled back. Strength was reasonably broad-
based. Among the larger index weights Breville (BRG) was up
11.5%, Harvey Norman (HVN) 4.6%), Flight Centre (FLT)+9.4%)
and Super Retail (SUL) +12.4%.

Energy (-14.4%) fell on improved sentiment towards supply. The
sector was weaker across almost all the board with oil/LNG,
uranium and coal producers almost all down, as was
refiner/distributor Viva Energy (VEA, -2.4%).

Materials (-12.5%) also came under pressure from falling
commodity prices in the resource-related names, having been one
of the stronger sectors for most of the year. Among the larger
names lithium miner Liontown (LTR, -30.4%) and aluminium
producer Alcoa (AWC, -27.0%) were hit hard.

Fund performance

The Fund finished well ahead of the benchmark in June, returning
0.55% after fees versus a -2.00% decline in the index.

The positioning in resources helped, via the underweight in gold,
lithium and energy. There was also a good contribution from the
portfolio’s contractors Service Stream, Southern Cross Electrical
Engineering and SRG Global, which continue to benefit from
contract wins. Retail positions Nick Scali and Premier Investments
helped as the market scaled back expectations around further rate
hikes.

Key contributors

Overweight Southern Cross Electrical Engineering (SXE,
+19.3%)

SXE delivered a trading update as part of an equity raising and
updated debt facilities. Management announced that they had
received over $150m of new work awards, including at two data
centre developments and for Rio Tinto in the Pilbara. Management
upgraded FY26 underlying EBITA guidance from “at least $72m” to
“at least $75m and noted a step-change to at least $100m in FY27
driven in part by data centre opportunities. The capital raising and
expanded debt facilities are to support working capital for new
works awards and given some flexibility for acquisitions.

Underweight Liontown Resources (LTR, -30.4%)

The lithium price fell -17% in June, alongside broader weakness in
the commodity space, which weighed on Liontown Resources. The
move was in part due to expectations of an increase in supply in
response to recent strength in the lithium price. The portfolio has
some lithium exposure via IGO (IGO). This dragged on relative
performance in June, but was more than offset by the underweight
in Liontown, the largest lithium stock in the sector.

Key detractors
Overweight Corporate Travel Management (CTD, -71.4%)

The small position in CTD was written down following the
announcement that it would miss its deadline for relisting by the
end of June. It faces the prospect of increased customer refunds
and the likelihood of needing to raise capital.

Underweight Reece (REH, +24.9%)

Plumbing equipment manufacturer Reece saw some positive
market commentary following a period of share price softness.
Sell-side analysts noted that there are few signs of slackening
demand for their products in Australia, their hiring activity remains
resilient, they have some exposure to data centres, and that they
are repricing to pass through higher input costs. The portfolio does
not hold REH, with a preference for other names within the building
and infrastructure sector, such as Southern Cross Electrical
Engineering and Service Stream, which do not have the same
sensitivity to the housing sector.

Outlook

The market has been underpinned since the late-March low by a
combination of; global economic resilience despite the Iran war, oil
prices holding lower than feared, accelerated revenue growth at
Anthropic signalling that Al business models work, upgraded
investment in Al from hyperscalers, and the SpaceX IPO which
highlighted the acceleration of its revenues.

The combination of all these has been reflected in stronger-than-
expected earnings growth in the US.

Continued market strength, the largest IPO in history at a punchy
valuation, and the growing concentration of the US stock market
has rekindled the debate as to whether we are near a market top.

The counter to this is that traditional measures do not capture the
shift in earnings and returns on equity, particularly from tech
sector.

The key call then becomes the sustainability of these returns,
which goes to the current debate about returns on hyperscaler
capex. Capex is leading to deteriorating cashflows at the
hyperscalers, which in turn drags on returns. We note current
estimates are for Al investment to be US$5.3 trillion from the four
largest hyperscalers (Alphabet, Meta, Microsoft, Amazon) between
2025 to 2030 - a number that is trending higher.



The market currently believes the returns on that investment will
flow through and cash flows will inflect higher from 2028.

This call is the key to the market. If this plays out it underpins
earnings and valuation rating; if not, then capex budgets will have
to be cut with knock-on effects to earnings and rating.

Domestically, the S&P/ASX 200’s valuation multiple is falling back
towards its historical mid-range. The key here is whether earnings
can remain resilient in the face of fuel disruption and higher rates.

Australian small caps remain at a discount to their long-term
valuation relative to large caps. But while perhaps “cheap” in
aggregate, the key opportunity lies in identifying stocks with

attractive earnings growth.

The portfolio remains balanced with a good mix of different kinds
of alpha opportunities. These includes strong free cash flow
generators such as AUB, Aussie Broadband and Channel
Infrastructure NZ, companies which are well positioned in stable
industries such as Codan and Netwealth, companies leveraging
disruption such as Breville and Macquarie Technology, as well as
companies benefiting from cyclical tailwinds such as Southern
Cross Electrical Engineering and NRW Holdings.

For more information please call 1300 346 821, o
contact your key account manager or visit pendalgroup.com PENDAL

This factsheet has been prepared by Pendal Fund Services Limited (PFSL) ABN 13 161 249 332, AFSL No 431426 and the information contained within is current as at the date of this factsheet. It is
not to be published, or otherwise made available to any person other than the party to whom it is provided.

PFSL is the responsible entity and issuer of units in the Pendal Smaller Companies Fund (Fund) ARSN: 089 939 328. A product disclosure statement (PDS) is available for the Fund and can be
obtained by calling 1300 346 821 or visiting www.pendalgroup.com. The Target Market Determination (TMD) for the Fund is available at www.pendalgroup.com/ddo. You should obtain and consider
the PDS and TMD before deciding whether to acquire, continue to hold or dispose of units in the Fund. An investment in the Fund is subject to investment risk, including possible delays in repayment of
withdrawal proceeds and loss of income and principal invested.

This factsheet is for general information purposes only, should not be considered as a comprehensive statement on any matter and should not be relied upon as such. It has been prepared without
taking into account any recipient’s personal objectives, financial situation or needs. Because of this, recipients should, before acting on this information, consider its appropriateness having regard to
their individual objectives, financial situation and needs. This information is not to be regarded as a securities recommendation.

The information in this factsheet may contain material provided by third parties, is given in good faith and has been derived from sources believed to be accurate as at its issue date. While such
material is published with necessary permission, and while all reasonable care has been taken to ensure that the information in this factsheet is complete and correct, to the maximum extent permitted
by law neither PFSL nor any company in the Pendal group accepts any responsibility or liability for the accuracy or completeness of this information.

Performance figures are calculated in accordance with the Financial Services Council (FSC) standards. Where performance returns are quoted "Post fees" then this assumes reinvestment of
distributions and is calculated using exit prices which take into account management costs but not tax you may pay as an investor. Where performance returns are quoted "Pre fees and tax", they
exclude the effects of management costs and any taxes. Past performance is not a reliable indicator of future performance.

If market movements, cash flows or changes in the nature of an investment (e.g. a change in credit rating) cause the Fund to exceed any of the investment ranges or limits specified, this will be
rectified by PFSL as soon as reasonably practicable after becoming aware of it. If PFSL does so, it will have no other obligations in relation to these circumstances. The procedures, investment ranges,
benchmarks and limits specified are accurate as at the date of this factsheet and PFSL reserves the right to vary these from time to time.


http://www.pendalgroup.com/
http://www.pendalgroup.com/ddo

