


Disclaimer

The information contained in this document is published by the Clime Group. The information contained herein is
not intended to be advice and does not take into account your personal circumstances, financial situation and
objectives. The information provided herein may not be appropriate to your particular financial circumstances and

We encourage you to obtain your own independent advi your financial advisor before making any

investment decision. Please be aware that investin risk of capital loss and past results are not a

reliable indicator of future performance and retur t Management Pty Limited (Clime)and its
directors, employees and agents make no represent ‘give no accuracy, reliability, completeness or
suitability of the information contained in this document and do not accept responsibility for any errors, or
inaccuracies in, or omissions from this document; and shall not be liable for any loss or damage howsoever arising
(including by reason of negligence or otherwise) as a result of any person acting or refraining from acting in
reliance on any information contained herein. No reader should rely on this document, as it does not purport to be

comprehensive or to render personal advice.



Simon Duivenvoorde
National Manager —
Clime Direct



Clime Direct — Key Features & coverage

* Clime overlays its qualitative and quantitative matrix on 360 ASX

companies, this includes coverage of 180 Australian equities within the
ASX300

 Thompson Reuters data-feed

onsensus market broker data

* Clime's investment team all-ca
forecast equity valuations that reftle:

Ch process covers historic and
Its equity multiplier

* Knowledge, insights and education from an investment team that
possesses 150 years of combined markets experience.

 Direct support via phone or email on NSW business days



Financial Health Rating

C Clime’s Financial health rating measures the likelihood of a company experiencing a
‘capital event’; a value destroying dilutive equity injection or insolvency.

C The ratings have been back-tested and correlate strongly with share holder returns.

C The Financial health rating is determ proprietary formula that uses an extensive
range of balance sheet, profit & loss “flow ratios, based on 70 data points taken
from these accounts o |

Good Financial Health - Companies with less
risk of failure

Moderate Financial Health - Companies with a
higher risk of failure

Poor Financial Health - Companies that are not
iInvestment grade or are at elevated risk of insolvency



Financial Health Considerations

» Coverage of debt and other liabilities by operating cashflows,
assets and shareholders’ equity

* Liquidity, or how easily the ¢
obligations

 Profitability & Gearing

* Ability to self-fund growth from cashflows without excessive
gearing

‘can meet its immediate

* Earnings manipulation - the overstatement of earnings and
assets - by management.



Financial Risk

All companies covered in Clime Direct have a ‘low’, ‘medium’ or ‘high’ business risk rating which
reflects the potential for a sustained major reduction in value.

® 0 ®

Risk Sources:

 Financial Health

Competitive Advantage

Corporate Strategy and risk Management

Dependence on favorable government policy or regulation

Market Capitalization and time since listing



Attractive Quantitative Company Metrics

» EBIT margins
» The effective corporate ta
» Return on equity

» The dividend payout rat
» Net debt to equity
» Retained earnings fo shal
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Attractive Qualitative Company Metrics

v'Presence in a growing industry

v'competitive advantages

v'"Recognizable brand(s)
v'Favorable foreseeable market con
v'Emphasis on the use of new technolc;gy

v Investment in Research and Development

v'"Management - Solid governance / integrity / management ownership



Why Clime prefers quality companies

v'More likely to grow revenue year-on-year

v'More likely to re-invest that } to grow the business
v'Less likely to have volatile eat

v'Less likely to disappoint market when reporting



Clime Quality Score

Table 2: All Ordinaries stock returns by Clime Quality Score from 31 August 2018 to 30 June 2019

Average total return
Clime Quality Score outcomes for investors

All Ordinaries companies achieving a Clime Quality Score in the top 10%

All Ordinaries companies achieving a Clime Quality Score in the top 50%

All Ordinaries companies achieving a Clime Quality Score in the bottom 50%

All Ordinaries companies achieving a Clime Quality Score in the bottom 10%

Source: Factset, Clime Research







QUESTIONS




Thank you




