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Market and Fund Performance
The S&P/ASX200 Accumulation Index fell -2.60% over the month, following the first cash rate hike by the Reserve Bank of
Australia in over ten years. The fund underperformed its benchmark for the month by 0.33%. Globally, the combination of the
strong recovery in demand, ongoing disruptions to global supply chains and increases in commodity prices following Russia’s
invasion of Ukraine has led to inflation significantly exceeding central banks targets, leading to a withdrawal of low cash rate
settings. The Reserve Bank expects headline inflation to peak at 6.0% year on year in the second half of the year and has begun
on a path of rate hikes, with the market currently anticipating a cumulative 2.45% of further cash rate increases this calendar
year, taking the cash rate to 2.8% in the December meeting. Throughout the month bond yields continued to rise, with the
Australian 10-year Commonwealth bond rising +0.22% to 3.34%. This led to the underperformance of yield sensitive sectors
including Real Estate (-8.9%) and Software & Services (-8.6%). The energy sector was resilient throughout the month, supported
by the oil price (Brent +12.3%) which remains elevated due to recovering demand at a time of supply side interruptions due to
Russian sanctions.

Within the ASX 200 Index the top three moves were Polynovo (+30.0%) after the company announced it is close to appointing a
new CEO, Allkem (+11.9%) which was supported by the strength in Lithium markets and Codan (+10.8%) after the Board
confirmed the company is on track for a record profit in the 2022 financial year. The bottom three performers were CSR (-
21.0%) which underperformed the market due to concerns with respect to the health of the housing and construction sector,
Novonix (-21.8%) which was impacted by the de-rating of higher growth segments of the market and AVZ Minerals (-21.2%)
which entered voluntary suspension in relation to the finalisation and release of an announcement with respect to its mining and
exploration rights at a key project.

A portfolio holding in focus over the month is Mineral Resources, which is performing well across its three key divisions of
mining services, iron ore and lithium. We believe the market is not fully appreciating the value of its high-quality lithium
business, with the company now a top 5 global lithium producer with a pipeline of significant growth projects. Importantly,
relative to other lithium producers and explorers, the key projects are based in Australia which differentiates the company
versus many other lithium peers which operate in higher risk jurisdictions including Africa and South America where it is hard to
price sovereign risk and execution risk. We are attracted to the experienced management team led by CEO Chris Ellison who is
the founder of the company and still maintains a 12% shareholding today. Management have a strong track record of superior
capital allocation and strong execution on their projects. They have built a sector leading mining services business which
continues to grow very strongly and will benefit from planned growth in their iron ore and lithium businesses. The company has
strategy initiatives to increase the quality of the iron ore business through the development of the Ashburton and Pilbara Hub
projects, lowering the cost of production and enabling the operation to be profitable through the cycle. The company has a
clear sustainable vision with a commitment to reduce operational emissions to net zero by 2050 and a focus on identifying
opportunities to commercial low and zero emission innovations. Relative to other resources companies we are excited with
respect to the company’s organic growth profile, superior capital allocation and strong track record on execution.

^ Performance is for the Solaris Core Australian Equity Fund (APIR: WHT0012AU), also referred to as Class B units, and is based on month end prices before tax.
Net performance is calculated after management fees and operating costs, excluding taxation. Gross performance is stated excluding all fees, costs and taxation.
This is historical performance data. It should be noted the value of an investment can rise and fall and past performance is not indicative of future performance. All
p.a. returns are annualised. * Benchmark refers to the S&P/ASX 200 Accumulation Index.
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1 

Year

3 
Years
p.a.

5 
Years 
p.a.

7 
Years 
p.a.

10 
Years 
p.a.

Inception 
p.a.

(17/09/2008)

Fund Gross Return^ -2.85% 3.28% 4.99% 6.81% 6.76% 8.80% 8.08% 11.47% 8.68%

Benchmark Return* -2.60% 3.21% 2.52% 4.84% 7.85% 8.84% 7.48% 10.37% 7.61%

Active Return -0.25% 0.07% 2.47% 1.97% -1.09% -0.04% 0.60% 1.10% 1.07%

Fund Net Return^ -2.93% 3.03% 4.07% 5.79% 5.74% 7.76% 7.04% 10.40% 7.66%

Benchmark Return* -2.60% 3.21% 2.52% 4.84% 7.85% 8.84% 7.48% 10.37% 7.61%

Active Return (After fees) -0.33% -0.18% 1.55% 0.95% -2.11% -1.08% -0.44% 0.03% 0.05%
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Top 10 Stocks (Alphabetical Order)

Name Sector

BHP Group Limited Materials

Commonwealth Bank of Australia Financials

CSL Limited Health Care

Goodman Group Real Estate

James Hardie Industries PLC Materials

Macquarie Group Limited Financials

National Australia Bank Limited Financials

Westpac Banking Corporation Financials

Woodside Energy Group Limited Energy

Woolworths Group Limited Consumer Staples
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Sector Allocation

Market Valuation & Earnings Estimates:

Market & Sector 
EPS Growth

Market & Sector
PEs

Market & Sector               
Dividend Yield

Pro-rated to June FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E

All Companies 20.4% 6.2% -3.6% 15.6x 14.7x 15.2x 4.2% 4.4% 4.2%

Banks 13.1% 7.7% 8.8% 15.6x 14.5x 13.3x 4.4% 4.7% 5.1%

Listed Property Trusts 9.9% 8.7% 5.5% 17.3x 15.9x 15.1x 4.2% 4.5% 4.7%

Resources 30.4% -1.7% -21.6% 8.2x 8.4x 10.7x 7.5% 7.2% 5.6%

Industrials ex-Banks 14.6% 14.9% 8.6% 24.5x 21.4x 19.7x 2.8% 3.1% 3.3%

Estimate only, which may not be realised in the future.

The securities presented on this slide are for illustrative purposes only and are not the complete holdings of the fund. 
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Solaris Core Australian Equity Fund
31 May 2022

Market Outlook

While the portfolio is constructed from the ‘bottom-up’ and driven by stock level positioning, we have closely followed central
banks offshore and have been focusing for some time on the ability of our portfolio companies to withstand inflationary
pressures, higher borrowing costs and tight labour markets.

Australia is not immune to the offshore pressures with elevated fuel prices, increasing energy costs and high commodity prices
been seen and felt across Australia. We expect the Reserve Bank to continue to increase cash rate settings, following the lead
of New Zealand, Canada and the United States which have already moved to tighter settings. The market is currently pricing in
an aggressive series of rate hikes with the market currently pricing in a 2.8% cash rate by year end. In New Zealand the impact
of the cash rate hikes has been stark, with a significant hit to consumer confidence (the ANZ-Roy Morgan Consumer
Confidence survey reached its record low in March 2022 and remains low) and a slowing property market. While we expect a
series of cash rate increases, the portfolio is well placed to manage this volatile environment. The portfolio is relatively balanced
exposure to both ‘growth’ and ‘value’ factors and a range of portfolio companies are benefitting from ongoing recovery from
COVID-19 associated impacts to their operations. There has been a notable correction in the valuation of higher growth
companies across the market, with the one year forward price to earnings multiple for Solaris’s classification of ‘High Growth’
companies retracing from 43x to 27x. Many of these companies looked expensive over the recent past and are approaching
more attractive valuations. We have added to or initiated new positions in several high-quality companies in this space over
recent months. A range of portfolio companies are also benefitting from higher commodity prices and are well positioned in
this environment. As borders, both domestic and international, have re-opened our team of analysts have been active
conducting company and industry research ‘on the ground’ which provides unique insights. We could see first-hand the pent-
up demand leading to a surge in business and leisure travel, with many airports busting at the seams. A range of portfolio
companies are also well placed to benefit from this re-opening and as patterns begin to return to pre-COVID levels.

Source: Solaris Investment Management, May 2022
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Solaris Core Australian Equity Fund
31 May 2022

Contact Details

For further information, please contact Solaris’ distribution partner:

Pinnacle Investment Management Limited on 1300 010 311,

alternatively, please email: distribution@pinnacleinvestment.com

This communication is prepared by Solaris Investment Management Limited (‘Solaris’) (ABN 72 128 512 621, AFSL 330505) as the investment
manager of the Solaris Core Australian Equity Fund (ARSN 128 859 898) (‘the Fund’). Pinnacle Fund Services Limited ('PFSL’) (ABN 29 082 494
362, AFSL 238371) is the product issuer of the Fund. PFSL is not licensed to provide financial product advice. PFSL is a wholly-owned
subsidiary of the Pinnacle Investment Management Group Limited (‘Pinnacle’) (ABN 22 100 325 184). The Product Disclosure Statement
(‘PDS’) and Target Market Determination (‘TMD’) of the Fund are available via the links below. Any potential investor should consider the PDS
and TMD before deciding whether to acquire, or continue to hold units in, the Fund.

Link to the Product Disclosure Statement

Link to the Target Market Determination

For historic TMD’s please contact Pinnacle client service Phone 1300 010 311 or Email service@pinnacleinvestment.com

This communication is for general information only. It is not intended as a securities recommendation or statement of opinion intended to
influence a person or persons in making a decision in relation to investment. It has been prepared without taking account of any person’s
objectives, financial situation or needs. Any persons relying on this information should obtain professional advice before doing so. Past
performance is for illustrative purposes only and is not indicative of future performance.

Whilst Solaris, PFSL and Pinnacle believe the information contained in this communication is reliable, no warranty is given as to its accuracy,
reliability or completeness and persons relying on this information do so at their own risk. Subject to any liability which cannot be excluded
under the relevant laws, Solaris, PFSL and Pinnacle disclaim all liability to any person relying on the information contained in this
communication in respect of any loss or damage (including consequential loss or damage), however caused, which may be suffered or arise
directly or indirectly in respect of such information. This disclaimer extends to any entity that may distribute this communication.

Any opinions and forecasts reflect the judgment and assumptions of Solaris and its representatives on the basis of information available as at
the date of publication and may later change without notice. Any projections contained in this presentation are estimates only and may not be
realised in the future.

Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or reproduction in whole or in part of the
information contained in this communication is prohibited without obtaining prior written permission from Solaris. Pinnacle and its associates
may have interests in financial products and may receive fees from companies referred to during this communication.
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