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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 Global

Focus: small to mid-cap international companies
(ASX:WGB)

Portfolio update

The WAM Global investment portfolio increased 4.2% in July, outperforming the MSCI
World Index (AUD) which rose 2.3% and the MSCI World SMID Cap Index which
increased 2.2% in AUD terms. The best performing sectors were information technology,
communication services and consumer staples sectors, while energy and materials
sectors underperformed. The majority of developed equity markets rallied in local terms:
the US S&P 500 Index by 1. apan’s TOPIX by 0.9%; China’s CSI 300 Index by 1.1%;
and the UK FTSE 100 Index by 2.2%. The Euro Stoxx 50 Index fell by 0.1%.

On the final day of June, the US and China negotiated a temporary truce in the ongoing
trade war, but through July negotiations appeared to be breaking down again. The
major focus for July was the monetary policy decision by the US Federal Reserve. The
Federal Open Market Committee (FOMC) met on 31 July and ultimately decided to
reduce the cash rate by 0.25% to a range of 2.0% to 2.25%. Federal Reserve Chairman
Jerome Powell commented after the FOMC meeting that the cut was a mid-term policy
adjustment, cautioning against the assumption that this was the start of an easing cycle.
This statement disappointed investors, given futures markets had already priced in
further cuts for 2019. The S&P 500 Index declined 1.1% in local terms on the day of the
announcement.

The US second quarter reporting season began in July and has continued through
August. Results were relatively positive although since the beginning of the year,
expectations for second quarter earnings of companies in the S&P 500 Index were cut
by 6.5%.

Contributors to the investment portfolio performance during the month included Bandai
Namco (TYO: 7832), Entertainment One (LON: ETO), CDW Corporation (NASDAQ:
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Cash currency exposure

NTA after tax

234.56c¢

The NTA before tax is after the provision for tax of $3.8m (1.82 cents per share) for the 2019 financial year.
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“Gross assets exclude the $4.4m offer costs receivable balance associated with the Initial Public Offer (repayable by the Investment Manager)
#Based on the 31 July 2019 share price of $2.07 per share and 211,607,623 shares on issue.

Top 20 holdings (in alphabetical order)

CDW) and L3Harris Technologies (NYSE: LHX). On 10 July, Japanese-listed Bandai % MEYE % & BD . BOOKING G DANONE @ 3 CME Group ’./‘/
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Namco announced that it would be included in the Nikkei 225 Stock Average Index from
1August. The forced purchase of shares in the lead up to the inclusion date led to a
strong share price rally. Our investment thesis centres on the ability of the business to 3038 JP AXP US BDX US BKNG US BN FP CDW US CME US DB1GY DGE LN ETO LN
continue to monetise its intellectual property catalogue over time, the quality
management team, net cash balance sheet and valuation discount to offshore peers.
UK listed Entertainment One saw its share price recover strongly after a sell down in eventim ﬁcltﬁ\#: %IT\\\( IHS Markit' @ I&Eﬁ;ﬁeﬁﬂs |OgifeCh ﬁ!l Ndec?d ThonmoFieher @ 'li!:g'el‘:'ﬂ'ﬂ ies
June in response to concerns its chief content officer for film and television, Mark caltheare ) ) MARKEL oods SCIENTIFIC UBISOFT g
Gordon, was leaving. Entertainment One has since confirmed this is not the case and
that Mr Gordon will continue to be part of the Entertainment One team now and into the EVD GR HCA US INFO US LHX US LOGN SW MKL US NOMD US TMO US UBIFP UTXUS
foreseeable future. Mr Gordon is also a significant shareholder in the business which
means his interests are well aligned to the company’s success. 1 3 6 1 Since inception
In July, lllinois-headquartered IT services provider, CDW Corporation, delivered a strong Performance at 31 JUIy 2019 mth mths mths yr %pa (June-18)
set of results ahead of analyst expectations. The strength of the result was .
comprehensive with solid sales figures reported across the government, small business WGB Investment Portfolio 4.2% 6.3% 204% 133% 9.9%
and healthcare sectors. The company’s full year revenue and earnings per share MSCI World Index (AUD) 23% 31% 15.4% 18% 13%
guidance was also increased.

0, o, o, 0, 0,
After the successful merger of L3 Technologies and Harris Corporation on 29 June, Outperformance +1.9% +3.2% +5.0% +1.5% 4%
L.3Harris Technologies reported positive quarterly earnings on 31 July. Supportive of our MSCI World SMID Cap Index in AUD terms 292% 292% 13.2% 6.2% 51%
thesis, the management combination Bill Brown and Chris Kubasik have set a confident
tone around the revenue and cost opportunities for the combined entity over the Outperformance +2.0% +4.1% +7.2% +7.1% +4.8%

coming years, as well as reporting strong current operational performance. )
Investment performance and index returns are before expenses, fees and taxes.
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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 History of fuIIy franked dividends
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) I I I I | I I I |
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, Top 20 holdings (in alphabetical order)

<
Market-driven portion of the investment portfolio: Credit Corp Group
A significant contributor to the portfolio outperformance was ADM AMA APT APX ASB ASL cep CKE GNC HVN
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 @ P
trajectory, indicating that revenue grew by 21.9% in the quarter
ending June 2019 and 77.5% for FY19. Pleasingly, MP1 has MYR
expanded its footprint to an additional 36 locations, reaching a
total of 300 installed locations and data centres across 20 1 6 1 3yrs 5yrs 10 yrs Since inception
countries. We first invested in MP1 due to our belief that MP1 Performance at 31 July 2019 mth mths yr %pa %pa %pa_%pa (Aug-99)
would beat analyst expectations around the number of its installed WAM Investment Portfolio 46% 14.9% 56% 9.4% 133% 152% 168%
locations. MP1 closed up 11.3% in July.
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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% +8.1%
S&P/ASX Small Ordinaries Accumulation Index 45% 15.6% 7.6% 9:3% 9.2% 59% 5.8%

Outperformance +0.1% -0.7% 2.0% +0.1% +41% +9.3% +11.0%




