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Dear Fellow Shareholders,

The 2020 financial year began strongly as the MSCI World Index (AUD)
increased 2.3% and the S&P/ASX All Ordinaries Accumulation Index
reached an 11-and-a-half year high, closing up 3.0% in July.

Central banks’ decisions were again the markets’ primary focus. On the
last day of the month - the United States (US) Federal Reserve lowered
the cash rate for the first time since 2008 by 0.25% to a range of 2.0% to
225%. The market’s reaction reflected a sense of disappointment arising
from Chairman Powell's suggestion that the decrease in interest rates
was not a signal of the start of a “lengthy cutting cycle”, but rather a
“mid-cycle policy adjustment”.

The US second quarter earnings season began in July, and by month's
end over 60.0% of the S&P 500 Index companies had reported. There
has been a divergence in the results as industrial businesses
downgraded earnings citing slowing growth and trade wars, while
technology and healthcare sectors delivered consistent growth.
European markets delivered mixed results during the month, with the
United Kingdom’s (UKD FTSE 100 Index up 2.2% and the Euro Stoxx 50
Index down 0.1% in local terms.

The pattern of central banks implementing dovish monetary policy was
replicated domestically as the Reserve Bank of Australia delivered a
second consecutive cash rate cut in July - the last time this occurred
was in 2012 - setting a record low cash rate of 1.0%. Governor Lowe
again cited rising unemployment and a slowing economy as his primary
concerns.

Following the equity market rally in July, August has seen a higher level
of volatility due to the trade war re-escalation and sharp currency
movements arising from global central banks’ interest rate decisions.
Time will tell if this is the beginning of the end of the longest bull market
in history or a minor correction. Notably, the recent devaluation of the
Renminbi by the People’s Bank of China, which partly offset the impact
of new tariffs, indicates that the trade war could be a long-term
geopolitical consideration for financial markets, given the multiple levers
that can be used to extend the strategic conflict.

We remain cautious about the direction of equity markets, as the record
low interest rates have driven up valuations and increased speculation.
Our investment team continues to focus on capital preservation as we

invest carefully in companies that meet our rigorous investment process.

We place a high value on earnings certainty in this fragile economic
environment.

Full year results and fully franked dividends
Over the last few weeks, three of our six listed investment companies
(LICs) announced their dividends and full year results.

WAM Leaders announced a 20.0% increase in the fully franked final
dividend to 3.0 cents per share. The final dividend brings the record fully
franked full year dividend to 5.65 cents per share, representing a full
franked dividend yield of 5.0%".

WAM Global declared an inaugural fully franked final dividend of 2.0
cents per share. The fully franked dividend has been achieved through
the performance of the investment portfolio since inception and the
profits reserve available and is consistent with the company's
investment objective of delivering investors a stream of fully franked
dividends.

WAM Microcap declared a 12.5% increase in the fully franked final
dividend of 225 cents per share, bringing the fully franked full year
dividend to 4.5 cents per share. The Board also declared an additional
fully franked special dividend of 2.25 cents per share to be paid to
shareholders.

WAM Leaders, WAM Global and WAM Microcap are currently trading at
attractive discounts to net tangible assets (NTA) of 10.9%’, 155% " and
12.2%'. | believe the LICs’ share prices will move to a premium to NTA as
the solid track records of performance continue and the fully franked
dividends increase over time. As at 31 July, the profits reserves for WAM
Leaders, WAM Global and WAM Microcap were 15.0, 14.9 and 25.3 cents
per share.

Survey about our monthly investment updates

You will notice our monthly investment update has a new look, please
complete this brief survey to assist us in delivering the highest standard
of shareholder communications.

Investor conference call
We look forward to providing an update to our shareholders at our
Investor Conference Call on Tuesday, 10 September 2019 at 3.30pm
(Sydney time) and meeting you at our next Shareholder Presentations
in November 2079,

Good luck investing,

Geoff Wilson AO
Chairman &
Chief Investment Officer

*Based on 13 August 2019 share price of $1.135 per share.
**Based on 13 August 2019 share price of $2.02 per share.
“Based on 13 August 2019 share price of $1.23 per share



https://wilsonassetmanagement.com.au/wp-content/uploads/2019/07/WAM-Leaders_Full-Year-Results_FY19.pdf
http://www2.wilsonassetmanagement.com.au/e/221572/WGB-2019-Full-Year-Results-pdf/ws7nb/219920535?h=IkdVVMngOkpGbu3tTUaOeq4TzPHkphN13MwT3SAKaJk
https://wilsonassetmanagement.com.au/wp-content/uploads/2019/08/WAM-Microcap_Full-Year-Results_FY19.pdf
https://www.surveymonkey.com/r/99Q87J8
https://wilsonassetmanagement.com.au/2019/07/11/november-2019-shareholder-presentations-save-the-date/

W |A|M Capital

Focus: small to mid-cap Australian companies
(ASXWAM)

Portfolio update

The WAM Capital investment portfolio increased 4.6% in July.

Research-driven portion of the investment portfolio:

A significant contributor to the portfolio outperformance was
Austal (ASX: ASB). ASB is a global ship builder and defence
contractor. We first invested in the company as we believed the
market had underestimated its earnings potential in its US
shipbuilding business and that the recent growth in its ferry
business would lead to future earnings upgrades as ASB built its
order book.

In July, ASB provided its earnings before interest and tax (EBIT)
guidance of approximately $92.0 million for FY19, which was 7.0%
above analysts expectations. Another highlight of the
announcement was that ASB now holds a substantial order book
of commercial ferry contracts, which is driving ASB's strong
outlook for EBIT in FY20 of greater than $105.0 million. ASB closed
up 18.8% in July.

Market-driven portion of the investment portfolio:

A significant contributor to the portfolio outperformance was
Megaport (ASX: MP1). MP1 connects enterprise customers to cloud
computing through its proprietary software defined network.
During July, MP1 provided a market update maintaining its growth
trajectory, indicating that revenue grew by 21.9% in the quarter
ending June 2019 and 77.5% for FY19. Pleasingly, MP1 has
expanded its footprint to an additional 36 locations, reaching a
total of 300 installed locations and data centres across 20
countries. We first invested in MP1 due to our belief that MP1
would beat analyst expectations around the number of its installed
locations. MP1 closed up 11.3% in July.

NTA before tax

19144¢

Gross assets

$1.384.0m

Performance
(pa since Aug 1999)

16.8%

NTA after tax

and before tax
on unrealised

gains

190.39¢”

Listed equities

$1100.2m

Fully franked
dividend yield

72%

NTA after tax

192.47¢”

“The NTA before tax is after the provision for tax of $2.3m (0.32 cents per share) for the 2019 financial year.
“Includes 0.83 cents per share of tax assets resulting from the acquisition of unlisted investment companies.

Market
capitalisation

$1,550.0m’

Dividends paid
since inception
(per share)

230.75¢

"Based on the 31 July 2019 share price of $2.16 per share and 717,571,132 shares on issue
#Based on the annualised FY19 fully franked interim dividend of 155 cents per share

Top 20 holdings (in alphabetical order)

Portfolio by sector

B Financials: 19.1%
Consumer Discretionary: 17.5%
Industrials: 14.3%
Information Technology: 10.9%
Materials: 6.1%
Consumer Staples: 4.9%

Energy: 22%
" Health Care: 20%
" Telecommunication Services: 19%
B Real Estate: 0.6%
B Cash: 205%
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WAM Investment Portfolio 46% 14.9% 56% 94% 133% 15.2% 16.8%
S&P/ASX All Ordinaries Accumulation Index 30% 18.6% 129% 4% 87% 95% 87%
Outperformance +1.6% -3.7% 7.3% -2.0% +4.6% +5.7% +81%
S&P/ASX Small Ordinaries Accumulation Index 4.5% 15.6% 76% 9.3% 9.2% 59% 58%
+0.1% -0.7% 2.0% +0.1% +4.1% +9.3% +11.0%

Outperformance

Investment performance and index returns are before expenses, fees and taxes.



W |A|M Leaders

Focus: large-cap Australian companies
(ASX:WLE)

Portfolio update

The WAM Leaders investment portfolio increased 2.3% in July. We made
significant changes to the composition of the portfolio during the month,
increasing our weightings to companies with greater Australian earnings
given the supportive environment provided by the Reserve Bank of
Australia’s two policy adjustments and adding select mid-cap companies,
overall adding 10 new positions to the portfolio.

Contributors to the WAM Leaders investment portfolio performance for
the month included National Australia Bank (ASX: NAB) and Western
Areas (ASX: WSA). We first invested in NAB due to the belief that its
incoming chief executive officer Ross McEwan would recreate his
turnaround success at the Royal Bank of Scotland (LON: RBS). In July,
shares in NAB rose to 11-month highs when the bank announced that Mr
McEwan would commence by April 2020. NAB closed up 6.7% for the
month.

Perth-headquartered WSA is a nickel mining company with high-grade
nickel production assets in Australia and base metals exploration and
development projects across the country. The material is critical for
manufacturing batteries and stainless steel. The spot price for nickel has
delivered over double the performance of gold in the last two months, due
to increasing demand and stagnating supplies. The tightness on the
supply side has been exacerbated by speculation as the Indonesian
Government considers bringing forward the planned ban on exports of
mineral ores. Indonesia is the largest nickel exporter in the world,
accounting for 21.5% of total supply.

In addition, WSA announced the successful execution of an offtake sale
and purchase agreement with Japanese mining and refining
conglomerate Sumitomo Metal Mining (5713: JP) for the delivery of
premium high-grade nickel sulphide precipitate on 19 July. WSA closed up
12.0% for the month.

NTA before tax

127 44C

Gross assets

$1013.7m

Performance
(pa since May 2016)

131%

NTA after tax

and before tax
on unrealised

gains

12716¢

Listed equities

$892.8m

Record fully
franked full year
dividend

565c¢

NTA after tax

124.29¢

“The NTA before tax is after the provision for tax of $11.8m (151 cents per share) for the 2019 financial year.

Market
capitalisation

N

$925.0m

Dividends paid
since inception
(per share)

10.65c¢

Portfolio by sector
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History of fully franked dividends

"Based on the 31 July 2019 share price of $1.18 per share and 783,890,791 shares on issue. .

Top 20 holdings (in alphabetical order)
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Performance at 31 J Uly 2019 mth mths yr %pa %pa (May-16)
WLE Investment Portfolio 2.3% 78% 12.0% 15.3% 131%

Investment performance and index returns are before expenses, fees and taxes.



