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In this quarterly, we provide a collection of portfolio company commentaries 

following the November reporting season. 

In our articles ‘Persistence and resilience - a long-term plan’ and ‘Growing the 

gap’ we delve into investing in companies for a duration. We also discuss the 

mismatch between public v private and passive investing in our ‘Par 3 or 72 

holes’ article. We follow this up with our visit to Cochlear’s AGM, a hike that 

fewer investors are prepared to make and provide an external legal 

perspective on an investment that has been the media’s plaything, James 

Hardie. 

As the year draws to a close, we felt it was appropriate to restate some key 

elements of our investment philosophy in ‘Persistence and resilience - a long-

term plan’. 

Photo: Tail wagging the dog (source: Sketched Out) 

 
 

 
 

Selector Funds Management Limited         
ACN 102756347 AFSL 225316 
Level 8, 10 Bridge Street 
Sydney NSW 2000 Australia 
Tel +61 2 8311 7736 
www.selectorfund.com.au 
 



 

 

 

 

 

 

 

 

Selector is a Sydney based fund manager. Our team combines deep experience in financial markets with 

diversity of background and thought. We believe in long-term wealth creation and building lasting 

relationships with our investors.  

We focus on stock selection, the funds are high conviction, concentrated and index unaware. As a result, the 

portfolios have low turnover. Our ongoing focus on culture and financial sustainability lends itself to strong 

ESG outcomes. 

Selector has a 21-year track record of outperformance and we continue to seek businesses with leadership 

qualities, run by competent management teams, underpinned by strong balance sheets and with a focus on 

capital management. 
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In Brief – December Quarter 

Dear Investor, 

A little reflection 

The year has been described as chaotic, dominated by a 
new U.S. President, a macroeconomic backdrop 
dictated by tariffs, a technology ground shift to AI and a 
public marketplace increasingly influenced by passive 
investing and sector rotation. 

In this context, it is of little consolation to investors that 
the leading visible indicator of a Fund’s performance, 
reflecting the combined value of all businesses held, is 
via a point in time unit price. 

As crude as this method is, it remains an important 
guidepost and, unlike private companies and other 
unlisted investments, it offers investors both liquidity 
and a method of estimating value. As is true with most 
things, however, it has its shortcomings that only 
become apparent with time. 

Over the past six months, many listed business 
valuations have reacted violently to the release of 
company results or, in some cases, no news. This is not 
uncommon, as share price valuations and actual 
business performance do not align. 

But more often, the central point of discussion among 
industry players, media, and even those that should be 
the best informed, the shareholder, considers share 
price performance rather than business fundamentals 
as the true indicator. It is a shallow approach, 
synonymous with the tail wagging the dog. 

The tail wagging the dog | Source: Sketched Out 

This is not surprising since the level and depth of 
understanding among any given investor base is 
uneven, as is the business acumen to fully appreciate 
the complexity of running successful organisations. 

A case in point is tariffs. Its impact on a business and its 
people should not be underestimated, yet it is. While 
analysts work on spreadsheet models, management 
teams work in the real world, appeasing governments, 
consumers and investors. It is an unenviable position to 
be in, but they are the facts. 

The market’s impatience to all of this is best reflected 
when company progress is delayed, impacted or as is 
often the case, part of a well-considered long-term 
plan. 

It is difficult to articulate beyond words that our world, 
the funds management industry, sits between client 
expectations and the business performance of listed 
companies. While the role of delivering acceptable 
returns and staying the investment course sounds good 
in theory, the reality is we operate within an industry 
that buckles under the pressure of share price 
performance. 

It is a curse and ludicrous that consensus earnings 
numbers set by the analyst community, using what we 
consider are wonky DCF (discounted cash flow) models, 
now dictate short-term share price performance and 
management scrutiny. 

The whiplash response to near profit ‘misses’ or ‘beats’, 
which feeds into fund unit prices and client discussions, 
is reflective of an industry that is more paranoid on 
looking down rather than looking out. 

Where this shows itself most clearly is in the discussions 
between fund managers and company management. 
The emphasis invariably shifts to one main topic: that of 
broker consensus numbers and guidance. 

This would matter nought, except that in our world, 
short-term underperformance places undue pressure 
on company management teams and boards to 
potentially alter their approach or, far worse, change 
tack. 

We have sat in enough meetings and held umpteen 
calls to know the industry we operate in has a problem. 
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The tail is wagging, so it is important to differentiate 
short-term noise from structural implications. 

If investors are truly aligned, the discussion needs to 
shift from share price action to measuring and tracking 
business performance. 

When you focus on the path a business is taking, the 
compounding of earnings generated and the 
conservatism reflected in the balance sheets, you 
consider investments in a different light.  

The likes of ARB, Aristocrat Leisure, Breville, Cochlear, 
Computershare, Fisher & Paykel Healthcare, Pro 
Medicus, Reece, Resmed, SEEK and TechnologyOne 
amongst others. 

These are long-duration performers that complement 
the up-and-comers, including Nanosonics and FINEOS 
Corporation Holdings. There are no gold stocks, no 
resources and no banks. It is not a portfolio designed to 
mimic an index or appease industry consultants or 
research houses. Instead, the philosophy has always 
focused on businesses taking incremental forward steps 
grounded in common sense. 

It is no secret that businesses are built over time, while 
share markets reflect current viewpoints and investor 
sentiment. This is not to suggest that markets are 
wrong, nor are they necessarily right, unless one is 
transacting. 

Developing greater business appreciation is one 
important piece of the investment puzzle. People, 
business, balance sheet and finally earnings delivery are 
important attributes that make up the bigger picture.  

At the centre is an emphasis on independent thinking, 
away from a world increasingly shaped by herd 
mentality, immediacy and the human fear of 
disappointing. 

Layer that with common sense, patience and at times 
grit and resilience, share price movements become less 
relevant in the short run. Over the long run, it matters 
more, reflecting the success of the business. 

These times are defining periods that ultimately 
separate investors from speculators and good fund 
managers from the less committed. 

The following articles aim to inform our investors a little 
more on the businesses that are held and the 
confidence we have in our process.  

Insights 

In this quarterly, we provide commentary on portfolio 
companies that reported during the period, including 
Aristocrat Leisure, Fisher & Paykel Healthcare, OFX and 
TechnologyOne. 

We discuss the mismatch between public v private and 
passive investing in our “Par three or 72 holes” article. 
We combine this with our ‘Growing the gap’ piece that 
considers businesses that deliver enduring leadership. 

From here we turn our focus to “Taking the Metro” to 
attend Cochlear’s AGM in October, a hike that fewer 
investors are prepared to make, and share an external 
legal perspective on an investment that has been the 
media’s plaything, James Hardie. 

As we close out 2025, we felt it important to restate 
some key elements of our investment philosophy in 
“Persistence and resilience – a long-term plan”. One 
that is reflected in a collection of businesses, with a 
portfolio weighted net cash balance position greater 
than 50%, and where prudence, duration and business 
latency sits at the heart.  

For the December 2025 quarter, the Fund delivered a 
gross negative return of 12.17% compared to the All-
Ordinaries Accumulation Index, which posted a loss of 
0.80%. 

For the calendar year, the Fund delivered a gross 
negative return of 16.21% compared to the All-
Ordinaries Accumulation Index, which posted a gain of 
10.56%. 

We value your ongoing investment and trust you find 
the quarterly informative. 

Regards, 

Selector Investment Team 
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Investing from the perspective of a businessperson, portfolio managers, and the Chairman of Berkshire Hathaway 

Keep your eyes on the horizon 

“Our first shareholder letter, in 1997, was entitled, “It’s all about the long-term”. If everything you 
do needs to work on a three-year time horizon, then you’re competing against a lot of people. But 
if you are willing to invest on a seven -year time horizon, you’re now competing against a fraction 
of those people, because very few companies are willing to do that. Just by lengthening the time 

horizon, you can engage in endeavours that you could never otherwise pursue. At Amazon we like 
things to work in five to seven years. We’re willing to plant seeds, let them grow - and we’re very 

stubborn. We say we are stubborn on the vision and flexible on the details.” 

Jeff Bezos Amazon founder December 2011 

Measuring investment performance 

“There are two ways to present results: either in discrete annual increments or on a compounded 
basis. The former is industry standard, useful in demonstrating consistency of results (which your 

manager makes no pretence of being able to achieve), and for helping to assess outcomes for 
those that invested part way through. 

Our preferred route however is to be assessed on a compounded, multi-year basis for the reason 
that the only event we control is whether we are right, not when we are right. It is quite possible 

that our annual results will be inferior to the market for a period, but this will only convey 
information about the timing of outcomes, while saying little about the end result itself.” 

Nicholas Sleep, Portfolio Manager Nomad Investment Partnership, annual letter December 2003. 

Compounding 

“Living things grow awkwardly, then find balance, and if the conditions are right, if they serve the 
system they’re part of, they compound in ways no one could have predicted.” 

Henry Ellenbogen | Durable Capital Partners | Read article 

Gold 

The precious metal was a standout performer during CY25, advancing 70% and driving outperformance across gold 
stocks and indexes including the Small Ordinaries and the ASX200 Resources Index.  

We do not invest in gold or resource related businesses, preferring to stick to our investment lanes, of businesses 
and people that control their own destiny through internal endeavours, rather than relying on external price factors 
that offers little in the way of long-term business differentiation. 

Recently retired CEO of Berkshire Hathaway and its now current Chairman, Warren Buffet, summed it up well. 

“Gold gets dug out of the ground in Africa, or someplace. Then we melt it down, dig another hole, 
bury it again and pay people to stand around guarding it. It has no utility. Anyone watching from 

Mars would be scratching their head.” 

SFM 

https://colossus.com/article/henry-ellenbogen-last-human-edge
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Portfolio Overview 

Table 1: Performance as at 31 December 20251 

Inception Date: 30/10/2004 
1Performance figures are historical percentages. 2Returns greater than 1 year are annualised and assume the reinvestment of distributions. 
Past performance should not be taken as an indicator of future performance. 

Graph 1: Gross value of $100,000 invested since inception 

Table 2: Portfolio’s Top 10 Holdings 

Top 10 December 2025 % Top 10 September 2025 % 

Resmed 7.31 TechnologyOne 8.31 
CAR Group 7.12 CAR Group 7.46 
Nanosonics 7.09 Resmed 7.46 
TechnologyOne 6.94 Aristocrat Leisure 7.27 
Aristocrat Leisure 6.90 Pro Medicus 6.92 
Cochlear 6.44 Nanosonics 6.56 
FINEOS Corporation Holdings 6.08 Cochlear 6.00 
Pro Medicus 5.70 FINEOS Corporation Holdings 4.95 
James Hardie Industries 4.72 WiseTech Global 4.77 
Fisher & Paykel Healthcare  4.44 ARB Corporation 4.36 
Total 62.72 Total 64.08 

$0
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$1,400,000
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Month 

 6 
Month 

 1 
Year 

3 
Year2

5 
Year2

10 
Year2 

15 
Year2

20 
Year2

Since 
Inception2 

Fund (gross of fees) (12.17) (14.57) (16.21) 7.89 3.93 9.73 11.70 9.61 11.06 

Fund (net of fees) (12.53) (15.25) (17.49) 6.27 2.35 7.88 9.76 7.70 9.07 

All Ords. Acc. Index (0.80) 4.41 10.56 11.66 9.72 9.49 8.50 7.58 8.49 

Difference (gross of fees) (11.37) (18.98) (26.77) (3.77) (5.79) 0.24 3.20 2.03 2.57 
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Table 3: Unit prices as at 31 December 2025 

Selector employs a high conviction, index unaware, stock selection investment strategy. The Fund’s top 10 positions 
usually represent a high percentage of its equity exposure. Current and past portfolio composition has historically 
been very unlike that of your average “run-of-the-mill index hugging” fund manager. Our goal remains focused on 
truly differentiated broad-cap businesses rather than the closet index hugging portfolios offered by most large fund 
managers. 

Table 4: ASX sector performance – December 2025 quarter 

S&P ASX Industry Sectors Quarter Performance (%) 

Materials 12.88 
Energy 1.15 
Industrials (0.52) 
Consumer Staples (1.21) 
A-REITS (2.38) 
Financials (2.86) 
Utilities (3.52) 
Telecommunications (6.45) 
Healthcare (9.92) 
Consumer Discretionary (11.90) 
Information Technology (26.07) 

Table 5: Fund’s industry weightings 

Unit Prices Entry Price Mid Price Exit Price 

 $2.8403   $2.8332   $2.8261 

Industry group December 2025 (%) September 2025 (%) 

Health Care Equipment & Services 30.97 30.78 
Software & Services 17.18 18.04 
Media & Entertainment 14.78 15.77 
Consumer Services 8.97 8.66 
Pharmaceuticals, Biotech & Life Sciences 5.94 6.28 
Materials 4.72 3.73 
Capital Goods 4.65 3.87 
Automobiles & Components 4.08 4.36 
Consumer Durables & Apparel 3.75 3.32 
Commercial & Professional Services 3.34 3.09 
Cash & Other 0.83 0.89 
Financial Services 0.78 1.20 
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Table 6: Portfolio turnover as at 31 December 2025 
Period Turnover % 

1 Year 5.44 

2 Years 8.83 

3 Years 6.17 

5 Years 7.26 

10 Years 7.18 

15 Years 6.73 

20 Years 6.30 

Since inception 6.12 

• Turnover shown as annualised percentages
• Turnover = Lesser of purchases or sales divided by average funds under management for the period
• Turnover calculation excludes cash flows greater than 1% of FUM over any given period

Portfolio Contributors 

Graph 2: Contributors and Detractors – December 2025 quarter 

(2.50%) (2.00%) (1.50%) (1.00%) (0.50%) – 0.50% 1.00%

REECE
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Environmental, Social and Corporate Governance (ESG) 

 ESG Roadmap

Consideration 

Social Human Capital 
Management

Community 
(including MS*) Best Interests

Governance Board effectiveness Shareholder 
interests

Risk, Litigation & 
Cyber

Environment Climate Targets Renewable targets Progress against 
target

Roadmap scorecard 
9 filters applied to each portfolio business 
*Modern Slavery (MS)

The ESG Roadmap is reviewed quarterly with data updated annually by reporting companies. Further detail on our 
ESG Roadmap and how ESG is integrated into the investment process can be found in the SFML ESG & Voting Policy, 
available at https://selectorfund.com.au/esg.  

 Carbon Risk Analysis

Portfolio Reporting 2025 

*Net zero across all scopes by 2030
*Has at least measured emissions or energy use or set a target

https://selectorfund.com.au/esg
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Source: SFML Research 

 

Graph 3: SHCEF vs ASX 300 Carbon Exposure 31 December 2025 

 
Source: SFML & LSEG  

Graph 4: Portfolio Carbon Exposure Periodic Change 

 

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

Portfolio weight Benchmark weight ASX 300 % Total Emissions

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

Information
Technology

Financials Health Care Communication
Services

Consumer
Discretionary

Industrials Materials

Dec-24 Jun-25 Dec-25



Selector Funds Management   
 

ix 

Source: SFML & LSEG 

Table 7: SFML Portfolio carbon intensity 

Carbon intensity method1 SFML2 ASX 3002 

Carbon to value invested                           3.58                                    29.20  

Carbon to revenue                         14.23                                  109.46  

Weighted Average Carbon Intensity (WACI)                           9.29                                  101.92  
Source: SFML & LSEG  
1Last reported financial year revenue as at 31 December 2025 
2Scope 1 and 2 emissions (estimated if not reported). 

• Carbon to value invested – this calculation is the aggregation of estimated owned constituent greenhouse gas 
emissions2 per $1m market capitalisation as at 31 December 2025. It allocates the emissions investors are 
responsible for based on their level of ownership, enabling them to measure their contribution to climate 
change. 

• Carbon to revenue – this calculation reflects the aggregation of estimated owned constituent greenhouse gas 
emissions2 per $1m generated in apportioned revenues. It allocates the emissions investors are responsible for 
based on their ownership of company revenues. 

• Weighted Average Carbon Intensity (WACI) is the weighted average of individual company’s estimated carbon 
intensities (emissions over revenues), weighted by the investment proportion of the constituents. 
 

Table 8: SFML Top 10 emitters and total Portfolio Revenue impact of AUD$90 Carbon tax 

Portfolio 
Revenue  

($m)1 
CO2 Emissions2 

(Tonnes) 
 $90 Carbon Tax  

($m) 
Impact on 

Revenue (%) 

SFML Top 10 Emitters  65,493.11   1,087,309   97.86  (0.15%) 

SFML Portfolio – Total  77,000.91   1,110,685   99.96  (0.13%) 

ASX 300 Top 30 Emitters  641,078.84   204,081,009   18,367.29  (2.87%) 

ASX 300 Index – Total  1,371,252.10   220,853,748   19,876.84  (1.45%) 
Source: SFML & LSEG CO2 Emission data 
1Last reported financial year revenue as at 31 December 2025 
2Scope 1 and 2 emissions (estimated if not reported). 

Note: ASX 300 index revenue impact from a carbon tax is 11x larger than SFML portfolio 

Table 9: Fundamentals behind comparing SFML Top 10 Emitters and ASX 300 Top 30 Emitters 

Portfolio Percentage of Total Portfolio Percentage of Total Portfolio’s Emissions 

SFML Top 10 Emitters 41.04% 97.90% 

ASX 300 Top 30 Emitters 26.56% 92.41% 
Source: SFML & LSEG CO2 Emission data 

Note: ASX 300 Top 30 Emitters revenue impact from a $90 carbon tax is 19x larger than SFML Top 10 Emitters 
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Reporting Season Snapshot 

Aristocrat Leisure (ASX:ALL) 
As investors, we often lose sight of the progress 
companies make, the challenges involved and patience 
required. When the focus is purely on the results 
delivered, the emphasis or message to management 
can be short sighted.  

During the quarter, Aristocrat Leisure delivered its full 
year 2025 financial results. On the day, the company’s 
share price tumbled 8% and continued to lose ground in 
the following week, trading 13% lower. We provide 

some perspective below on why the results deserved 
better recognition. 

Aristocrat Leisure is a leading global gaming content 
and technology provider, with more than 7,400 
employees operating across 25+ locations and licensed 
in more than 330 jurisdictions. Founded in 1953, the 
company houses 27 dedicated studios developing 
proprietary content for land-based, online and mobile 
gaming markets.  

Figure 1: Aristocrat business history 

 
Source: Aristocrat September 2025 presentation

The business listed on the ASX in 1996, expanded into 
the U.S. in the early 2000s and is now the leading global 
gaming operator. Over this period, the company has 
undertaken some transformational deals, including the 
purchase of Product Madness in 2012, and less 
successful deals, including Big Fish in 2018.  

All in all, the business has evolved into a better, more 
disciplined and financially stronger organisation. Today, 
the group is led by CEO Trevor Croker, who has been at 
the company since 2009 and at the helm since 2017. 
The supporting executive team has seen change, a 
potential area of concern. While poaching by rivals has 

resulted in many potential future leaders leaving, 
others within the company, including CFO Sally Denby, 
have risen through the ranks. 

Importantly, the company is clear in its future direction 
after its strategic reset in 2024. What followed were 
divestments and a doubling down on the group’s core 
strengths, as CEO Croker explained, “on growth across 
its regulated gaming strength in core land-based 
gaming, real money gaming and social casino 
opportunities.” 

This is now reflected in the full year results highlighted 
below and announced to the market in November 2025.
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  FY25 ($m) FY24 ($m) Change 

Revenue (72% recurring) 6,297 5,673 11.0% 

   Aristocrat Gaming 3,960 3,629 9.1% 

   Product Madness 1,800 1,709 5.3% 

   Aristocrat Interactive 537 336 59.9%  

Gross Profit Margin 61% 63%   

Design & Development (R&D) expense 800 759 7.7% 

   % Revenue 13% 13%   

EBITA 2,234 1,940 15.2% 

   margin 35% 34%   

Underlying Net Profit After Tax1 1,551 1,382 12.2% 

   margin 25% 24%   

Operating Cash Flow 1,934 1,765 9.6% 

Capital Expenditure (CAPEX) 458 493   

Net Debt (Net Cash) 423 1,140   

1Underlying net profit after tax and amortisation of acquired intangibles (NPATA) 

 

North America Gaming Operations 

The North America Gaming Operations remains the 
bedrock of group performance. During 2025, Aristocrat 
cemented its leadership position, with 75,225 slot 
machines, up 4,100 units. The company earns revenue 
as a fixed fee or percentage of daily wins from each 
machine. In the year, revenue totalled US$2.0b and 
operating profits of US$1.1b, contributing circa half of 
total group revenue.  

Importantly, CEO Croker also noted that outright sales 
of games, which amounted to 24,821 cabinets at 
$20,762 per unit, represented a market share of 31.2%, 
the highest in the group’s history. 

The combined performance of participating machines 
and outright machine sales illustrates the company’s 
leading position in the U.S. market, driven by game 
content. 
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Figure 2: Gaming segment key metrics FY25 

Source: Aristocrat FY25 results presentation  

Product Madness 

Aristocrat’s online operations are housed within the 
restructured Product Madness business. Recently 
appointed executive Superna Kale took on leadership 
responsibility of the division in February 2025, based in 
London.  

Product Madness delivered positive performance with 
revenues and profits up despite the overall online 
market declining. In 2025, the Product Madness 
portfolio held the leading market share of 21%. All the 
key metrics are pointing in the right direction. 

Figure 3: Product Madness key metrics FY25 

Source: Aristocrat FY25 results presentation  
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Aristocrat Interactive 

The group’s third segment sits within the iGaming operations of Aristocrat Interactive. This division aims to work 
with casino partners to deliver online gaming solutions that complement the existing land-based operations. 
Management has provided near-term revenue targets of US$1.0b by 2029.  

Figure 4: Aristocrat Interactive key metrics FY25 

Source: Aristocrat FY25 results presentation  

Operational focus 

Under the direction of CFO Sally Denby, the company 
has taken steps to streamline the group’s Design and 
Development (D&D) investment from a siloed divisional 
approach to one that is company centric. The $800m 
fully expensed annual investment, representing 12.7% 
of group revenues, reflects spend across Product and 
Technology, with the aim of delivering operating 
leverage and product scale.  

Scale and business leverage 

The true power of the Aristocrat business model lies in 
its leading gaming content and its delivery across 
multiple platforms, including land-based, online and 
social. 

One of the group’s key game designers, Dan Marks, 
who joined the company in 2012 and oversees over 200 
employees, shared his perspective on this power. Marks 
noted the Aristocrat game portfolio includes “rare 
gems”, titles that ‘extend’ into multi-year themes and 
product extensions. Lightning Link and Dragon Link are 
two that fit the bill.   

The success of these games can also be tied back to the 
‘maths’. Marks underscored the importance of this, 
noting, “Maths is the secret, maths is the heart and 
soul. My maths will never leave my studio, and I will not 
share my excel spreadsheets with anyone.” 

Yaamava Resort and Casino  

During the quarter, we travelled to the Yaamava Resort 
& Casino at San Manuel in the Southern Californian San 
Bernardino region. The Tribal casino, with 7,600 slots, is 
the second largest globally, but importantly the most 
profitable.  

Here we would like to make two points. The first is the 
growing influence of Tribal Casino owners. As 
background, “California has 76 Indian Gaming Casinos. 
California is the nation's largest Indian gaming state in 
the nation with total revenues of $9 billion annually. 
There are 76 Indian casinos and 5 mini-casinos. The 76 
California Indian gaming casinos are owned by 73 of the 
state's 109 tribes.” 

CEO Croker noted that Tribal casinos now represent 
more than 50% of the U.S. industry’s gross gaming 
revenue (GGR), a figure that is expected to grow. 
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Aristocrat’s involvement with Tribal partners is strong 
and our visit to Yaamava reinforced this key point.  

Secondly, Tribal casino operators typically use a 
different business model from traditional operators, 
who keep a low percentage of leased games on the 
floor. Whereas the average casino may have 12%-15% 
of the floor on a participation rate with manufacturers 
like Aristocrat, Yaamava sits at 28%. This provides 
Aristocrat with a strong competitive advantage over 
many others, due to the company’s leading game 
content.  

In the fullness of time, both the increase of Tribal casino 
ownership and higher participation games, should see 
the company retain and grow its installed base across 
the U.S. land-based slots industry.  

Outlook 

It is easy to overlook impressive financials. When you 
consider Aristocrat’s full year numbers, the percentage 
returns just smack you in the face.  

In FY25, as the financial table at the top illustrates, 
gross margins were maintained at 61%. The company 
expensed all design work, totalling $800m, yet still 
delivered operating margins of 35%. After tax, the 
company kept 25% of every revenue dollar earned.  

Few companies are as profitable as Aristocrat. Free cash 
flow came in at $1.5b, net debt at just $423m, with buy 
backs and rising dividends an ongoing strong feature of 
the group’s capital management approach. 

In early January the company provided two important 
updates. The first involved an extension to the 
company’s share buyback program. The original $750m 
program is nearing completion, with $701m of stock 
bought back to date. The Board has since approved a 
further $750m buyback program expected to complete 
by March 2027. This reflects the company’s strong cash 
flow generation capabilities that supports cash 
dividends, business reinvestment, strategic acquisitions 
and the buyback of existing shares.   

Secondly, on 12 January the Aristocrat Board 
announced resolution of litigation between the 
company and competitor Light & Wonder had been 
reached. We highlighted this case in our December 
2024 quarterly newsletter, noting that CEO Trevor 
Croker maintained that this case represented a matter 

of principle and the importance of protecting company 
intellectual property.   

The agreed settlement between the two parties has 
resulted in Light & Wonder compensating Aristocrat 
US$127.5m (A$190m). In addition, Light & Wonder 
acknowledged the stealing of Aristocrat math models 
and will permanently cease commercialisation of the 
games (Dragon Train and Jewel of the Dragon) globally, 
also removing existing installations. All existing claims 
will be dismissed following this settlement. 

As CEO Croker said, “Aristocrat welcomes fair 
competition but will always robustly defend and enforce 
its intellectual property rights. As an ideas and 
innovation company our intellectual property is vital to 
our ongoing success. We are committed to protecting 
the great work of our dedicated creative and technical 
teams. We welcome this positive outcome, which 
includes significant financial compensation and follows 
the decisive action we took to ensure the preservation of 
Aristocrat’s valuable intellectual property assets. This 
decisive action included securing a preliminary 
injunction in September 2024, at which time the court 
recognised that Light & Wonder was able to develop 
Dragon Train by using Aristocrat’s valuable trade 
secrets and without investing the equivalent time and 
money.”  

As we argued in our December 2024 newsletter, the 
question of trust is not something taken lightly and that 
“Light & Wonder may yet learn what an expensive 
exercise this may turn out to be.”  

Unlike the broker and analysts’ fraternity that have 
ignored Light & Wonder’s distrustful actions, The 
Australian newspaper highlighted the facts, 
“Throughout the litigation, Light & Wonder denied 
copying and asserted “independent creation”. The 
settlement completely reverses this position, containing 
a crucial admission: Light & Wonder acknowledged that 
Aristocrat’s algorithm was used in developing both 
Dragon Train and Jewel of the Dragon.” Further, “The 
release of another second game from Charles’s studio – 
Jewel of the Dragon – suggests the issues were more 
systematic than a one-off incident, making the “rogue 
employee” defence harder to sustain.” 

For FY26, the company is guiding to ongoing NPATA 
growth across all three operating segments.  

Aristocrat Leisure has a market capitalisation of $36b.  
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Fisher & Paykel Healthcare (ASX:FPH) 
Fisher & Paykel Healthcare, founded in 1969, is a leading global medical device manufacturer in humidified 
respiratory care and obstructive sleep apnoea (OSA). The company employs 7,000 staff across 55 countries, including 
New Zealand, North America and Europe. The majority of revenue (88%) comes from recurring items, consumables 
and accessories, which are sold in more than 120 countries.  

 HY26 (NZ$m) HY25 (NZ$m) Change 

Revenue 1,088.5 951.2 14% 

   Hospital 692.2 591.4 17% 

   Homecare 395.9 359.4 10% 

Underlying Gross Profit Margin 63.0% 61.9%  

R&D Expense  114.1 110.1  

   % revenue 10% 12%  

Underlying Operating Profit (EBIT) 286.1 218.1 31% 

   margin 26.3% 22.9%  

Underlying Net Profit After Tax 213.0 153.2 39% 

   margin 19.6% 16.1%  

Operating Cash Flow 245.8 233.0 5% 

   Capitalised Expenditure (CAPEX) 61.8 55.1  

Net Cash 237.8 200.5 16% 
 
Fisher & Paykel Healthcare posted a strong result for 
HY26. Revenue grew 14%, or 12% in constant currency 
(cc), to NZ$1.09b, marking the first time the company 
surpassed NZ$1b of revenue in a half. Gross margins 
grew 110 basis-points (60 basis-points in cc) to 63%, 
driven by progress on continuous improvement 
initiatives and operational efficiency gains, while 
operating income (EBIT) increased 31% to NZ$286m 
(26.3% margin). The business continues to target a long-
term gross profit and operating margin of 65% and 30% 
respectively. 

Commenting on the result, CEO Lewis Gradon said, 
“This is a strong result against the backdrop of robust 
growth in the first half of last year. We saw broad-based 
strength across the Hospital consumables portfolio 
during a period of lower seasonal respiratory 
hospitalisations, and in Homecare, our latest range of 
masks for treating obstructive sleep apnoea has 
performed well.” 

Business segments 

In the Hospital segment, Fisher & Paykel observed 
broad-based strength across the consumables portfolio, 

indicating ongoing change in clinical practice. Revenue 
for the segment was up 17% (15% cc) to NZ$692m with 
new applications consumables revenue, comprising 
non-invasive ventilation, nasal high flow and 
anaesthesia, making up 74% of hospital revenue, up 
from 73% in the prior corresponding period (pcp). 

In Homecare, the business saw strong contributions 
from its latest range of OSA masks. Revenue for the 
segment increased by 10% (8% cc) to NZ$396m. The 
group has launched a series of new products in the last 
12 to 18 months, including the Nova Nasal, currently 
available in New Zealand, Australia and select key 
European markets, and the Nova Micro and Nova Solo, 
available in most of the business’ major markets. 

Outlook 

Following the result, the company increased its FY26 
guidance to revenue of NZ$2.17b-NZ$2.27b, from 
NZ$2.15b-NZ$2.25b and NPAT of NZ$410m-NZ$460m, 
from NZ$390m-NZ$440m. 

Fisher & Paykel has a market capitalisation of $19.0b, 
net cash of NZ$238m and declared a dividend of 
NZ$0.19 per share. 
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Figure 5: Fisher & Paykel market opportunity 

 
Source: Fisher & Paykel HY26 results presentation 

Figure 6: Business aspirations 

 
Source: Fisher & Paykel HY26 results presentation 
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OFX Group (ASX:OFX) 
OFX Group is an international payment services 
provider offering solutions for 50+ currencies across 
180+ countries. The group was founded in 1998, listed 
on the ASX in 2013 and employs 700 staff with offices in 
nine locations across North America, Europe, Asia 
Pacific (APAC), and licensed in 50 jurisdictions. 

In June 2025, we outlined the case for OFX as it 
undertook its product transition, dubbed OFX 2.0. As 
we noted at the time, this move was driven by 
opportunity but also the need to remain relevant in an 
increasingly crowded payments space. 

Background | per our June 2025 note 

Historically, OFX generated revenue from the net 
margin made on each foreign exchange (FX) transaction 
(net operating income) and associated income earned 
through the transaction process.  

The company’s New Client Platform (NCP) dubbed “OFX 
2.0” is now being rolled out, with a timeline to 
completion discussed below. 

The transition aims to create a single global platform 
with higher recurring revenues and operating profit 
margins.  

For management, this requires expanding its offering 
outside of spot transactions to create a higher valued 
service for its clients. This end-to-end ecosystem is 
being integrated within OFX’s existing ecosystem, 
comprising 24/7 human support and leading risk 
management.  

The new platform, “OFX 2.0”, is expected to drive 
incremental revenue through more frequent customer 

transactions and an opportunity to introduce new 
revenue streams, such as subscription services linked to 
cards and global wallets.  

In 2025, FX remained the dominant revenue generator, 
while non-FX contributed just 1%. Management is 
pointing to its non-FX revenue contribution growing 
more than 10% of net operating income by 2028, and 
15% growth thereafter, alongside operating margins of 
30%. 

This confidence comes from the commissioning of an 
external global study endorsing the strategy and OFX’s 
early traction with NCP clients, with non-FX revenues 
making up 27% of the mix. 

Fully rolled out to new clients in Australia, OFX has now 
committed to accelerating the platform across all 
regions. 

HY26 

At the group’s half year results announcement in 
November the headline numbers were underwhelming. 
CEO Skander Malcolm was transparent in his opening 
comments, “This was a disappointing outcome and 
certainly below our expectations.” 

Not wanting to make excuses, the company is battling a 
difficult macro environment. Since President Trump 
took office and opened the world to tariffs, the small to 
medium enterprise (SME) community have faced 
challenging conditions. This is evident in the lower 
average transaction values despite increased 
transaction volumes. 

 

  



Selector Funds Management 
 

9 

  HY26 ($m) HY25 ($m) Change 

Turnover ($b) 19.1 18.9 1.4% 

Net Operating Income Margin 0.55% 0.59%   

Revenue (fee and trading income) 109.1 114.5 (3.4%) 

   Business to Business (B2B) 65.4 69.3 (5.7%) 

   Business to Consumer (B2C) 30.6 34.5 (11.5%) 

Underlying EBITDA 14.5 29.0 (50.1%) 

margin 13.3% 25.3%   

Underlying NPAT 2.9 11.1 (73.9%) 

margin 2.7% 9.7%   

Operating Cash Flow 16.5 27.1 (39.1%) 

Capitalised Expenditure (CAPEX) 10.5 9.6 (9.4%) 

Net Cash 78 77   

 
The table above illustrates the key HY26 financial 
outcomes. It is important to note that below the NOI 
line, the fall off in earnings and profits are largely to do 
with management increasing the level of investment as 
the business transitions to OFX 2.0.  

This is reflected in operating expenses growing from 
$82m to $91m, involving higher employment spend and 
promotional activity. For the full year, OFX is targeting a 
total lift in expenditure of $21m, better than the $24m 
indicated earlier. The company also incurred higher bad 
debts of $3.2m. 

Importantly, the business continues to generate good 
free cash flow and remains in a net cash position of 
$78m pre-banking collateral conditions. 

OFX 2.0 strategy 

As disappointing as the numbers indicate, the business 
continues to make good progress on the new client 
platform (NCP). At the end of HY26, over 39% of 
existing corporate clients had migrated to NCP, while in 
Australia, the U.S., EMEA and Canada, this figure sat at 
50%, with 80% now expected by the end of 3Q26.  

Some early signs are positive, as CEO Malcolm 
highlighted, “While the softer ATV’s (average 

transaction values) impacted our revenue, our 
Corporate active clients continue to trade well with 
transaction volumes up 5.7% and our Enterprise 
segment delivered double digit growth for the third 
consecutive half. 

The transition to OFX 2.0 is progressing well and the 
early client response is reinforcing our firm conviction 
that this is the right strategy. The opportunity ahead is 
significant as we strive to simplify businesses’ financial 
operations and support their global ambitions.  

The global NCP roll-out is ahead of schedule and our 
new go-to-market proposition has seen early success 
with 11.8% growth in Corporate NTCs, while migrated 
cohorts are increasing FX revenue and adopting new 
products. Card take-up is healthy and interest income 
from client balances is ahead of expectations.” 

Outlook 

The company has given a long-range 2028 guidance, 
provided as a means of allowing OFX 2.0 to complete its 
transition. At that point, the company expects annual 
NOI growth of 15% or more and underlying EBITDA 
margins of 30%. 
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Figure 7: OFX business outlook 

 
Source: OFX HY26 results presentation 

For the current year, with macro-economic conditions 
remaining soft, management is pointing to operating 
expenditure of $173m-$181m and NOI growth in the 
2H26 to be up on 2H25 numbers. If achieved, this would 
see NOI of around $209m, with a commensurate 
EBITDA of $28m. 

When compared to the group’s current market 
capitalisation of $141m and its net cash position of 
$78m (pre-banking collateral), the valuation on paper 
looks compelling. However, until the company can show 
meaningful NOI uptake post OFX 2.0, investors are 
unlikely to step up.    
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TechnologyOne (ASX:TNE) 
TechnologyOne is a global provider of Software-as-a-Service (SaaS) Enterprise Resource Planning (ERP). The company 
was founded in 1987 and serves six verticals, including Education, Government, Local Government, Health, Financial 
Services and Asset & Project Intensive industries. TechnologyOne employs over 1,500 staff with offices across six 
countries, including Australia and New Zealand, the U.K. and Malaysia. 

 FY25 ($m) FY24 ($m) Change 

Revenue 610 515 18% 

   SaaS & Recurring revenue 553 466 19% 

   % Recurring 91% 90%  

R&D Investment 154 128  

   % Revenue 25% 25%  

Net Profit After Tax 138 118 17% 

   margin 23% 23%  

Operating Cash Flow 295 213 38% 

Net Cash 320 279  

Rule of 401 (%) 59% 52%  
1Rule of 40 is defined as the sum of Annual Recurring Revenue (ARR) growth and the 12-month rolling free cash flow margin post tax.
 
In FY25, TechnologyOne delivered a strong result with 
revenue up 18% to $610m, while net profit after tax 
(NPAT) increased 17% to $138m. Annual Recurring 
Revenue (ARR), a key measure of the company’s 
performance, grew 18% to $555m, with the milestone 
of $500m ARR achieved 18 months ahead of schedule. 
The strong result was underpinned by new customer 
wins and the ongoing success of cross-sell among the 
existing customer base. 

The U.K. market demonstrated outstanding growth, 
with ARR increasing 49% to $52m, significantly 
outpacing the group’s overall ARR growth. New sales 
ARR in the U.K. rose 52% to $13m, led by strong 
demand for the company’s SaaS+ offering. Landmark 
customer wins included the prestigious London 
Boroughs of Islington and Greenwich, as well as major 
universities, including the University of Hertfordshire 
and Royal Holloway, University of London. These 
achievements mark TechnologyOne’s position as the 
ERP benchmark in the U.K., driven by its ability to 
deliver localised and referenceable SaaS+ 
implementations. 

Continuous innovation 

Since founding the business 38 years ago, 
TechnologyOne has rewritten its codebase four times, a 
feat unmatched by any other ERP provider. This means 
customers can benefit from biannual releases of new 
products and features while maintaining high levels of 
security. Additionally, customers have reported savings 
of 40% on the total cost of ownership by transitioning 
to TechnologyOne’s SaaS offering.  

SaaS+, the company’s latest iteration, continues to 
transform the ERP landscape by bundling software and 
implementation into a single annual fee. This model 
eliminates the complexity, risk and cost of traditional 
consulting, enabling faster go-lives and unlocking value 
for customers. SaaS+ is now the standard go-to-market 
approach, with over 40 customers implementing SaaS+ 
in FY25 and all new sales contracted under this model. 

Net Revenue Retention (NRR), a key metric reflecting 
the net amount of new ARR won and retained from 
existing customers, was 115%. By maintaining an NRR at 
115%, TechnologyOne expects the strength of its 
existing relationships to double its business size every 
five years.  
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The business has adopted a strategic approach, initially 
landing customers with core products like Financials, 
Property and Rating, or Student Management, and 
expanding engagement through additional products 

and modules over time. Continued investment in 
functionality enhancements has accelerated product 
adoption, delivering significant growth in average ARR 
per customer, as illustrated in Figure 8. 

Figure 8: Annual Recurring Revenue (ARR) 

 
Source: TechnologyOne FY25 results presentation 

FY25 also saw significant investment in AI with the 
introduction of new in-product AI features across its 
ERP platform, as shown in Figure 9. Designed to help 
customers work smarter and faster, these 
enhancements automate routine tasks, deliver 
predictive insights and support better decision making.  

In addition, TechnologyOne launched Plus, its 20th 
product and a major step forward in user experience. 

Plus lets users interact with the ERP system simply by 
asking questions or requesting information, receiving 
instant answers or actions. Plus continuously learns 
from user interactions to deliver real-time visibility and 
actionable insights across departments. This 
conversational, intelligent platform makes everyday 
tasks quicker and more intuitive, helping organisations 
save time and improve outcomes. 

Figure 9: Total ERP solution – now with the power of AI 

Source: TechnologyOne FY25 results presentation
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Acquisition of CourseLoop 

In FY25, TechnologyOne completed the acquisition of 
CourseLoop, a leading curriculum management 
platform for higher education, for an investment of 
$60m. The integration of CourseLoop has enabled 
TechnologyOne’s OneEducation solution to become the 
world’s first SaaS platform to encompass the entire 
student lifecycle, from course design to graduation, into 
a single unified ERP solution. 

Outlook 

Looking ahead, TechnologyOne is well positioned to 
continue its growth trajectory, driven by ongoing 
investment in R&D (25% of revenue in FY25), the 
expansion of its SaaS+ and AI capabilities, and a strong 
pipeline in both domestic and U.K. markets. The 
company remains committed to its long-term target of 
$1b+ ARR by FY30 and doubling in size every five years. 

TechnologyOne has a market capitalisation of $9.3b. 
SFM 
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Persistence and resilience – a long-term plan 

As we close out 2025 and wind down before ramping up 
into 2026, we wanted to leave you, our investors, with a 
reaffirmation of who we are, why we approach 
investing the way we do and our commitment to stay 
the course. 

Below, we provide some topics and point form 
comments, which we hope offer clarity and confidence 
in our investment judgement. 

1. Investing for the long term 
• Markets tend to undervalue the long duration 

growth potential of companies. It’s very hard to 
predict too far into the future.  

• Many attempt to predict the future using a 
declining rate of growth, a typical Discounted Cash 
Flow model (DCF). This is a very linear approach.  

• The world is not linear; nothing works like a DCF 
tends to suggest.  

• Returns are similarly not linear; we don’t do DCF’s.  
• A DCF penalises companies with net cash, while 

rewarding those with debt. Stupid is, stupid does. 
• A net cash balance sheet is an asset, a by-product of 

sensible management 
• If you do enough homework, you can find 

businesses that grow over the long run. 
• What is important is how the business works.  
• Any model needs to be super simple. 
• The real challenge lies in the exhaustive qualitative 

research required to justify why it looks increasingly 
appealing. 
 

2. What does homework look like 
• Think about the business from a long-term owner 

perspective. 
• Assess the business from multiple angles, 

information, data set, feedback, culture, 
transparency and consistent reinvestment. 
 

3. Underestimating how quality reduces investment 
risk 

• To assume qualitative equivalence exists across all 
businesses is extremely dangerous. 

• Numbers alone do not tell the whole story. 
• Looking behind the numbers is important. Quality 

matters. 
• Experience is also important, but the longer you go, 

the less you can predict. 

• People and culture rank high in importance. 
• We become far more comfortable when we are 

backing people we like, people we trust and those 
with a track record. 
 

4. Predicting the future – unlikely to be right every 
year 

• This is incredibly hard to do, so it’s important not to 
make too many predictions. 

• Instead, focus on asking the easier questions. 
• Invest in businesses you can own for the long term, 

where the economics are good. 
• Quality and duration help reduce investment risk. 
• Selling and repurchasing is just another opportunity 

to be wrong. 
 

5. Stock ownership duration, lessons learnt 
• How right things can go when they go right, which is 

something not appreciated by investors. 
• We are taught prudence. Rule number one: do not 

lose money. Rule number two: do not forget rule 
number one. 

• More important to consider risk first, do the 
analysis to take as much risk off the table upfront, 
rather than the notion of avoiding risk. 

• A bigger risk is selling businesses way too soon. 
• What is way worse is to sell a business that goes up 

7/10/12x. The opportunity cost is much greater 
than protecting the downside. 

• Our single biggest mistake was selling online 
operator Realestate.com (REA) way too early. 
Buying it back years later, even at higher prices, 
partly corrected the error. 
 

6. How 
• Keep an open mind. Think of what can go right, 

rather than what can go wrong.  
• Our industry is very good at estimating what could 

go wrong – and some are exceptionally good at it. 
But we would argue more money has been made 
through discipline around reducing risk upfront, 
patience and maintaining an open mind. 

• When you are right you can be really right, which 
delivers the big returns concentrated in a few 
holdings. 
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• What is true of small businesses is also likely of big 
businesses, underestimating quality attributes over 
a long duration. 

• Underestimating human qualities that will drive 
long-term growth outcomes. 
 

7. Future landscape – it’s so easy to be wrong 
• We are unlikely to be your best fund manager every 

year and unlikely to pick the key stocks every year. 
• We want to make really thoughtful decisions every 

year. Over the long run, we are likely to get a good 
result, a resilient result.  

• High quality businesses, run by quality people, with 
a dose of common sense. Year in, year out, rinse 
and repeat. The odds of a good result are very high. 
 

8. Own businesses that do right by their customers 
• Businesses that delight their users, especially where 

it is hard to replicate, inspires the confidence to be 
bold when making the investment. 
 

9. We like businesses that are hard. Hard is hard to 
copy 

• The network, data and scale are incredibly hard to 
replicate and require significant amounts of capital. 

• Low customer churn, with a highly repetitive 
earnings profile and high switching costs, a recipe 
for attractive businesses.  
 

10. When you look back and you see how right you 
can be 

• Missed by many, due to lack of imagination and 
patience, when companies grow more than what is 
believed. 

• Investing is more about the heart than the mind.  
• There are so many super smart people but not as 

many super smart investors. 
 

11. Learnings 
• Numbers or financial models do not define 

successful companies. They are just the measuring 
tools. 

• Successful ones are layered. They commit, are 
focused, build from within and are consistent in 
their application.  

• These two qualities, the culture of discipline plus 
the consistency of doing, builds momentum, 
differentiation and business duration. 

• Successful companies compound, way beyond the 
day-to-day musings of the market.  

• Never underestimate how far a great business can 
go. 
 

12. The Portfolio  
When you peruse the portfolio holdings, consider: 
• The business beyond the share price. 
• The track record of each. 
• The depth and aspiration. 
• But importantly, that the world does not operate in 

a linear fashion. 
• And finally, the path is rarely predictable with any 

degree of precision, not even by companies 
themselves, let alone by outside observers. SFM 

Aside: If you are interested in what quality, duration 
and consistency looks like, check out ARB's 50-year 
video celebration. This one covers the U.S.  

Having visited the U.S. operations during the quarter, 
particularly the retail operations of 4WP, we believe the 
company's best years are in front of them.  

Below are illustrations of ARB’s Gardena store in 
California, U.S. and the 4WP history board, from 
inception in 1961 to the present, taken on our recent 
trip in October 2025. 

https://www.youtube.com/watch?v=xYMszDVhI1c
https://www.youtube.com/watch?v=xYMszDVhI1c
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Figure 10: ARB showroom Gardena, California, U.S. 

 
Source: Selector Funds Management 

Figure 11: 4WheelParts (4WP) 53-year timeline 

 
Source: Selector Funds Management 
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Growing the gap

What a share price does not give investors is 
perspective. It lacks colour and dimension. It says little 
about the people, nothing about a company’s history 
and no insight into financial standing. In short, it is a 
simply just a number. 

Some do not like big numbers, fearing it to be too 
expensive. Others focus on the trading patterns of 
these numbers. Others simple choose to invest based 
on the company weighting or numbers that make up 
the index. 

We care less about such an approach. What we focus 
on is the gap. Growing the gap in a business setting, is 
what allows those numbers to grow. It is rarely 
achieved in a transformational sense, rather, consistent 
incremental steps 

Jim Collins, author of Good to Great, describes this as 
‘Preserve the Core| Stimulate Progress’, which he 

identified as a leadership principle for enduring success. 

“Companies must stay true to their fundamental 
purpose and values (the Core) while constantly 
innovating and adapting their strategies, practices, and 
ideas (the Progress) to changing times, preventing 
stagnation and staying relevant.” 

The power of these two forces, when measured over 
time, can have a profound impact on market 
competitiveness. In our opening letter, we referred to 
several companies held within the portfolio. Choose any 
and what has transpired are businesses that have 
grown the gap. 

If we take four-wheel parts manufacturer ARB, a 50-
year-old business where one of its biggest 
breakthroughs came in 2024 when it acquired 4 Wheel 
Parts (4WP), the leading U.S. retail operator in arguably 
the world’s largest global market for four-wheel parts. 

Figure 12: ARB Corporation 2018-2025  

 
 Source: SFML model 

Figure 12 provides a brief timeline that incorporates the 
Covid era. All figures included in this article are sourced 
from our models, comprising of financials released by 
each respective company on an annual basis. 

The direction is clear, revenues growing from $426m to 
$739m, largely organic. Gross profit margins have 
remained stable at 57%, while operating profits have 
performed ahead of revenues, lifting from $78m to 
$139m. Shares on issue have remained largely 
unchanged at 83m shares while net cash has grown to 

$56m, even with annual dividends almost doubling to 
66 cents per share. 

On most measures ARB fits the model of businesses we 
seek. They have maintained their uniqueness 
throughout, a focus on designing and building great 
enduring products, but always with an eye to the 
future. Very much in the mould of Collins’ ‘Preserve the 
Core| Stimulate Progress’. 
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The U.S. is now front and centre. It represents a market 
that knows the ARB brand but historically lacked direct 
presence. We visited several 4WP stores in California 
during October 2025. The acquisition of 4WP has 
provided ARB with retail presence but even more 
importantly, the services of a seasoned management 
team, led by Greg Adler and Rich Botello. 

Adler’s family founded the 4WP business in the early 
1960’s, while Botello was a key employee for over 30 
years. With the 4WP business now housed within the 
joint venture operations of Off Road Warehouse (ORW), 
owned 50% by ARB and the balance by Adler and key 
executives, there is now true financial alignment to 
succeed. 

ARB is illustrative of a long-term compounder. As the 
profits have improved, so has the share price. At the 
beginning of 2018, it was hovering around the $18 

mark. Over the subsequent seven years it rose to as 
high as $51 and as low as $25. It ended the year at $32. 
The timing alignment of profits to share price is 
therefore not perfect, but the future direction of share 
prices invariably follows the path of profits. 

ARB is illustrative of a business that is growing the gap 
and represents just one of a portfolio of companies on a 
similar path. 

Below, we provide examples of other businesses held 
over the same time frame of 2018-2025. When you 
consider the numbers, note that Covid impacted 
businesses from 2020. 

From our perspective the key trends to consider are 
issued capital, noting some businesses undertook 
acquisitions during the period, revenue growth, 
operating profits (EBIT), net profits (NPAT) and net 
debt. 

Figure 13: Aristocrat Leisure 2018-2025 

 
Source: SFML model 
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Figure 14: Breville Group 2018-2025 

 
Source: SFML model 

Figure 15: CAR Group 2018-2025 

 
Source: SFML model  

Figure 16: Cochlear 2018-2025 

  
Source: SFML model 
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Figure 17: Computershare 2018-2025 

  
Source: SFML model   

Figure 18: Fisher & Paykel Healthcare 2018-2025 

 
Source: SFML model   

Figure 19: James Hardie Industries 2018-2025 

  
Source: SFML model   
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 Figure 20: Nanosonics 2018-2025 

Source: SFML model  

Figure 21: Pro Medicus 2018-2025 

Source: SFML model  

Figure 22: Reece 2018-2025 

Source: SFML model 
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 Figure 23: Resmed 2018-2025 

Source: SFML model  

Figure 24: TechnologyOne 2018-2025 

Source: SFML model  

Figure 25: WiseTech Global 2018-2025 

Source: SFML model  
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Our aim is to identify and hold long term compounders, 
those that have the capability to deliver sustainable 
business moats by growing the gap between 
themselves and their competitors. History has shown 

that those who can compound earnings per share also 
deliver share price performance reflective of that 
growth. SFM 
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A par 3 or 72 holes

Over the course of two weeks from late October to 
early November, we travelled extensively across the 
U.S. Our portfolio comprises of Australian-listed 
businesses, yet the vast majority operate globally, with 
the U.S. serving as the key hub for expansion. 

In one investor to chairman encounter, we described 
our investment philosophy at Selector as vanilla. That is, 
we identify people and businesses we want to back for 
an indefinite period, with minimal complexity. No 
leverage, no hedging and no ability to short other 
companies. In other words, plain, boring, buy and hold, 
vanilla. 

This U.S.-based company chairman responded by noting 
our investment method was not necessarily vanilla 
anymore, and is, in fact, no longer the norm. 

He observed that investment managers prepared to buy 
and hold companies for a long time are becoming rare. 

Such a comment from an experienced executive says 
much about an industry and the patterns of investors 
who rarely sit still. 

Delivering negative investment returns over the short 
run is frowned upon and owning businesses through the 
ups and downs of commercial life is for many a bridge 
too far. 

But the truth of the matter is that the delivery of 
positive investment returns is not linear and loss of 
capital, while not ideal, is a reality. 

Yet the financial industry has conditioned investors to 
expect good news all the time. 

Shaun Manuel is one of the key executives for 
Australia’s leading industry fund, the $400b Australian 
Super and oversees $100b worth of this focused on 
domestic companies. He was recently quoted in the 
AFR, warning of business standards slipping, “We have 
to guard against companies that just think they’re 
entitled to a certain percentage of inflow into their stock 
every week, and that they just take their foot off the 
pedal.” 

Manuel spoke about the lack of fortitude among listed 
companies, “What is concerning us is that this increased 
short-term is drifting into the behaviour of boards and 
management teams. They are getting distracted by the 

short term now more than I’ve ever seen in 30 years in 
the markets.” 

So why are companies becoming so “short-term”? 
Perhaps it is because super funds are mandated to think 
short-term. The introduction of Your Future, Your Super 
performance tests has eroded the practice of 
supporting companies based on fundamentals and 
duration. 

Remember, if a super fund finds itself on the wrong end 
of the annual performance test, it faces severe 
consequences. As Lucas Baird from the AFR wrote, “The 
test ranks funds based on the yearly and longer-term 
returns on their investments, net of fees, and against a 
benchmark created by the regulator. If a product 
underperforms this benchmark by 0.5 per cent or more, 
it has failed, and the fund must write to their members 
acknowledging this. If it fails the next year, it is barred 
from accepting any new members.” 

Treasurer Jim Chalmers takes the view of nothing to see 
here, “We’ll have another look at the performance test 
to see whether we can improve it, not water it down. I 
take my responsibilities as a Labor treasurer seriously as 
a custodian of super.” 

However, as John Kehoe reports in the AFR, “Critics say 
the test has led to the homogenisation of investment 
strategies across funds, steering many to passively track 
share market indices rather than actively allocating 
capital to assets that take a longer time to present a 
viable return, such as start-ups, biotech and private 
companies.” 

It’s a sentiment echoed by David Whiteley, global head 
of external relations at industry-super fund backed IFM 
Investors, “We need a test that avoids the risk of 
herding and doesn’t discourage investment that in the 
long term will deliver better returns to members.” 

Although Manuel won’t say it, the super fund industry 
has taken a passive role, investing along index lines so 
that it doesn’t fall foul of the performance test. Think of 
sheep clustered together, for fear of being caught on 
the outer. 

This is why Australia’s largest listed businesses – think 
Telstra, the banks, the big miners and the supermarket 
giants – all have the support of the super industry. It’s 
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not based on fundamental metrics but on index 
weighting. 

So, rather than the fear of listed companies thinking 
short term, the real risk lies in industry funds abdicating 
their responsibilities by gaming a system dictated by the 
government and administered by the Australian 
Prudential Regulation Authority (APRA). 

Our recent on-the-ground insights, discussions with 
business leaders and interactions with boards suggest 
the opposite is true. What many investors cannot 
stomach is the long-term payoff that so many business 
leaders actively pursue. 

Visiting the likes of CSL, Aristocrat Leisure, ARB, Reece, 
Breville, PolyNovo and Nanosonics over the U.S. site 
visits, to name just a few, confirmed the multi-decade 
approach these management teams are undertaking. 

They are not the index leaders that passive funds are 
gravitating to, but they are expanding and growing 
internationally with increasing success. 

To succeed requires commitment and occasional 
stumbles. It also involves talent that is not necessarily 
available locally, nor at the same cost. 

The second issue that Manuel didn’t raise was the 
damaging impact proxy advisors are having on company 
boards and for that matter, shareholders. 

It is somewhat lost on the industry that proxy advisors 
are not shareholders. They have positioned themselves 
to have voting clout but carry no accountability. 

Needless to say, we are in constant disagreement with 
proxy advisor recommendations. Their key grips are 
invariably centred on executive remuneration levels and 
individual director re-elections. Companies and boards 
must navigate public market issues. They have 
shareholders to report to, executives to appoint, 
regulations to adhere to and competition to deal with. 

Too often, the remuneration topic centres on the 
quantum paid and less so on the substance delivered. 
This is where shareholders and proxy advisors differ so 
greatly. Owners want good operators, understand that 
it comes at a cost and sensibly appreciate that 
competitive tension requires compensation packages to 
be aligned to financial outcomes. 

Director selection and tenure are another sore point. 
Good boards that add value are few and far between. 
Once in place, shareholders want them to stay. Where 

we seek longevity and sensible commercial 
competence, proxy advisors focus on auditor conflicts 
and directors who sit on too many boards. 

It is a box-ticking exercise applied without thought or 
consideration. Unfortunately, many institutional 
investors who sign up to proxy advisor 
recommendations end up casting votes that are devoid 
of responsibility. 

The recent ousting of James Hardie’s chairwoman is a 
case in point. Shareholders are justified in venting anger 
and at times retribution. That is at the crux, shareholder 
democracy. 

However, we doubt anyone took the time to directly 
discuss concerns with the chair. Further, we doubt that 
proxy holders undertake their board engagements with 
an open mind. More likely, a cookie-cutter approach is 
adopted, robbing companies of flexibility. 

Finally, the media bears considerable responsibility for 
how the facts are presented. Too often, what is 
reported as fact is actually individual opinion. 

Such opinions often correspond more with share price 
performance than business outcomes. 

We have seen this play out time and again, adding 
further pressure on boards to respond, which invariably 
shifts attention to shorter term matters. 

If anything, the concerns that Manuel raises should not 
be directed to business leaders but to industry funds 
and proxy advisors that have influenced outcomes to 
the detriment of shareholders, by applying passive-like 
index investing and restrictive, non-commercial 
thinking. 

When you tinker with market integrity, such as with our 
superannuation performance test, you run the risk of 
unintended consequences. Equally, further entrenching 
the role of proxy advisors carries with it a groupthink 
mentality that penalises risk taking, a process that ticks 
all the boxes but supports mediocrity. 

Private v public 

ASIC appears awake to the challenges of public markets. 
In November, the AFR reported on comments from 
ASIC’s Chair, Joe Longo, “We want to encourage growth 
in public markets, I don’t think anyone thinks it’s good 
they wither.”  
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Whereas in the past, the pinnacle of business success 
was achieving public-listed status, this is no longer the 
case. 

Companies are choosing to stay offline and investors, 
predominantly the industry funds, are supportive. Why? 
Being less exposed to daily market fluctuations and 
investing capital in a private capacity complements its 
listed passive index approach. 

As the AFR noted, “ASIC reported that company boards 
are uncomfortable with the increased glare that comes 
with being listed, including greater media coverage and 
the intervention of proxy advisors who are paid to 
advise investors on governance matters. These factors 
disincentivised listing on the ASX.” 

Ideally everything works well until it does not, “ASIC has 
been casting its eye over the growing world of privately 
held investments, mindful that Australia’s 
superannuation sector is increasingly tilting its focus 

toward unlisted opportunities, exposing retirees and the 
broader banking system to black-swan event losses.” 

And this is the regulator's concern. For all its faults, 
public markets offer two fundamentally important 
outputs, market liquidity and price discovery. 

For those who can stomach the volatility that comes 
with that, there is the opportunity to own businesses 
with promising long-term prospects. 

The long game 

To use a golfing cliché, playing the long game takes 
some effort. Many opt for the short par three course 
while very few choose the exacting 72-hole, four-day 
tournament. 

Good businesses play the long game. They avoid short-
term distractions and stick to a game plan that 
ultimately rewards consistent execution. Kitchen 
appliance company Breville is one such business. 

Figure 26: “Forest for trees problem” – Macquarie conference 2024 

 
Source: Breville group May 2024 Macquarie conference presentation 

As Figure 26 illustrates, the most recent years have 
been anything but smooth. Breville set sail in 2015 
under the guidance and leadership of newly appointed 
CEO Jim Clayton. With that came a handpicked 
executive-leadership team strategically located in global 

markets, a formidable research and development 
function based in Australia, and a clear vision to build 
out a global kitchen appliance offering, led by the key 
category of coffee.  
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Figure 27: Breville 2025-2030 

 
Source: Breville group May 2024 Macquarie conference presentation 

As we travelled the U.S., which is the company’s biggest 
‘theatre’, the presence of Breville appliances in leading 
retail outlets including William Sonoma, Crate & Barrel, 
Best Buys and Target were front and centre. The 
company has not only built brand credibility and trust 
among its retailer base but continued to execute on its 
non-negotiable investment in new product 
development and technology innovation. 

Having navigated the economic backdrop of 2018-2024, 
only to encounter the Part 2 tariffs dilemma of 2025, 
the business has needed to respond appropriately while 
staying committed to its long-term strategy. 

That approach is now clearly paying off. As other 
competitors changed tack during the latest Trump tariff 
rollout, Breville did not. 

By maintaining business continuity, it now finds itself in 
pole position in many key global markets, including 
Australia and North America. 

The 2030 roadmap is clearly laid out. As noted in Figure 
27 “For FY25-FY30 we will prosecute the same strategy 
that drove the tripling of the company from FY16-FY24.” 

Management is executing to that plan, cognisant that 
even the best-laid plans are not immune to unexpected 
change. This past year is a reminder that change is 
constant; the skill is not to confuse short-term noise 
with long-term objectives. 

An excellent management team, a considered and 
aligned board, a global business mindset, innovative 
market-leading products, a net cash balance sheet and 
a preparedness to play the long game sets this business 
apart from many others. SFM 
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Taking the metro

The multi-phase Sydney Metro project, first announced 
in 2011 and signed off in 2013, was a major transport 
investment program led by the Liberal government at 
the time. The previous Labor government had 
committed to a metro project in 1998, which was 
subsequently abandoned by the then Keneally 
Government. Safe to say, it was a long time in the 
making. 

The first milestone, the Metro Northwest Line between 
Tallawong and Chatswood, opened to the public on 26 
May, 2019. The next stretch from Chatswood to 
Sydenham, crossing under Sydney Harbour and through 
the CBD, took its first passengers on 19 August, 2024. 

Figure 28 & Figure 29 shows the current metro system 
and the new Martin Place metro station. 

Figure 28: Sydney metro system 

 
Source: Sydney Metro Annual Report 2024  
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Figure 29: Martin Place metro station 

 
Source: Sydney Metro Annual Report 2024

This investment now forms the basis for further metro 
station expansion as per Figure 30. The metro network 
has transformed how the city moves and illustrates the 

potential of forward thinking and the multiplier effect 
that such capital projects can deliver when done well.

Figure 30: Sydney metro system 2024-2028 

 
Source: Sydney Metro corporate plan 2024-2028
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In the business world, that same forward thinking is 
often demonstrated through investment in research 
and development. The fruit of which is often seen years 
after having first planted the seeds. But that is the prize, 
just as many are now enjoying the new taste of modern 
travel. 

Why is this even relevant? 

On 23 October, we took the metro from Martin Place to 
Macquarie University to attend Cochlear’s 30th annual 
general meeting as a listed business. 

It certainly would have been easier to ‘Zoom’ in, as is 
the norm these days, but there is value in attending in 
person. Not to mention, Cochlear’s extensive and 
impressive campus, which is a fitting place to hold such 
an event. 

The most obvious benefit is our undivided attention, 
without office distraction, in an environment that 
facilitates discussion amongst directors and executives. 

The second point is engagement. How each resolution is 
considered and the responses of each director seeking 
re-election, always come with subtleties in delivery and 
live engagement. 

Then there are the off-chance moments, when your 
understanding of the business grows exponentially, 
simply because your curiosity prompts you to ask 
questions after the meeting. 

In our case, it happened on the topic of Cochlear’s 
newest implant, following the 12 June announcement 
to the market, “Cochlear launches world’s first and only 
smart cochlear implant system with upgradeable 
firmware”, illustrated in Figure 31. 

Figure 31: Nucleus Nexa system 

 
Source: Cochlear’s new Nexa system, annual report 2025 

The Nucleus ‘Nexa’ cochlear system sets a new bar for 
the industry. The group’s Chief Technology Officer, Jan 
Janssen, having joined the business in 2000, said on its 
public release, “The new Nexa implant features a state-

of-the-art chipset with onboard diagnostics, which has 
the capability to reduce the burden on carers and 
recipients by enabling the system to self-monitor. As the 
first implant with internal memory, recipients’ unique 
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settings can be stored on the implant and easily 
transferred to any Nucleus Nexa Sound Processor. The 
implant has been designed to further Cochlear’s record 
of outstanding implant capability.” 

Janssen engaged with us after the meeting, discussing 
Nexa and the cochlear implant evolution. He provided 
perspective on why this release is seen as a 
technological leap and an important differentiator.  

Even more revealing was the absence of fellow 
investment managers and Industry healthcare analysts. 
Nor were the major proxy advisors present. Credit to 
the Australian Shareholders Association (ASA) for 
turning up and seeking their own insights. Perhaps this 
top 50 ASX-listed company, with a $19b market worth 
doesn’t warrant the closer attention that other 
businesses enjoy. We beg to differ. 

The 30-minute breakout session, following the AGM 
formal proceedings, gave attendees the opportunity to 
see a live show-and-tell by Cochlear employees on the 
new Nexa implant, adding weight to CTO Janssen's 
views. 

Equally impressive is the Cochlear campus location. As 
CEO Dig Howitt pointed out, it is unique in the global 
cochlear hearing field for a company to enjoy end-to-
end access and capabilities across such a wide range of 
expertise, including the resources of Macquarie 
University, Macquarie Hospital, the hearing hub 

acoustic centre, post cochlear implant care centre, as 
well as the likes of Google, incorporating Artificial 
Intelligence with the aim to improve hearing outcomes 
in noisy environments. 

Further to this is Cochlear's own manufacturing base, 
which houses the 700-odd implant specialists who 
hand-assemble the implant components. All in all, an 
impressive and comprehensive set of assets and 
relationships. 

Some may construe our low turnover portfolio 
approach to investing, historically sitting below 10% per 
annum, or the depth of understanding we have of each 
business, as increasing the risk of confirmation bias. 

It is a view we disagree with. Yes, there is bias in what 
we do. Not sure how you can invest with any degree of 
confidence without showing some bias. We keep that in 
check by seeking businesses with attributes that can go 
the distance, deliver real earnings per share growth and 
operate with conservative financial metrics around debt 
and cash flow. 

Cochlear is one such company that fits the bill. Is there 
bias? Yes, but for good reason, it delivers. Figure 32 
illustrates what good looks like when considered over 
two decades. 

The link between financial delivery and share price 
performance is equally evident in Figure 33. 
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Figure 32: Cochlear's track record 2000-2025 

 
Source: Cochlear's Annual Report 2025 

Figure 33: Cochlear’s 30-year track record performance 1995-2025 

 
Source: Iress

It is said that past performance is not illustrative of 
future performance. That also depends. Confirmation 

bias? Maybe, but the structural trends in hearing are 
clearly heading in one direction, as noted in Figure 34.  
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Figure 34: Cochlear implant opportunity 

 
Source: Cochlear's Annual Report 2025 

There is a tendency in investing to take short cuts. Our 
bias comes from learning. Time, diligence, curiosity, 
travelling, conversing and following a time-tested 
investment process, alongside a roadmap that considers 
important attributes to determine whether businesses 
are held over long durations. 

Attending AGMs in person may be just one small piece 
of the puzzle, but it can end up being the most 
important. 

At the conclusion of our two and a half hour time spent 
with Cochlear, we took the 21-minute metro ride back 
to the city. 

Was it worth the $9 return metro ticket? Absolutely. 
SFM 
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James Hardie – an independent legal perspective

At a recent annual general meeting, a question was 
asked of the CEO regarding a series of investments 
made. The response was telling on two fronts. The first 
spoke to the group’s holding intentions, “I would say 
that . . . In the next 50 years, we won’t give a thought to 
selling those positions.” 

The issues at James Hardie have been well documented 
in the media and the annual general meeting in October 
proved to be equally eventful. 

Below, we provide an independent legal perspective 
free from hyperbole and grandstanding, and most 
importantly, backed by legal expertise. 

James Hardie, the board and management may not 
have executed the acquisition and subsequent funding 
of leading U.S. decking company AZEK to everyone's 
liking. While this is clear, the ensuing reaction from a 
subset of shareholders and proxy advisors has been, and 
continues to be, emotional and at times unhinged. 

It is barely six months since the deal closed, far too early 
to tell whether the AZEK deal is the right or wrong 
choice. Paid too much perhaps, but our understanding 
of the business and where the industry is heading would 
suggest the combination of the two is moving in the 
right direction. 

We sought and were granted permission from the 
author, Will Heath from King & Wood Mallesons, to 
reproduce the following piece, written on 30 September 
2025, prior to the company's AGM. 

Let’s let listed company directors take risks 

Authored by: Will Heath, King & Wood Mallesons  

“The ASX’s current listing rules and waivers fail 
Australian shareholders. This has made it necessary for 
shareholders to take matters into their own hands and 
to constitutionally enshrine protections, the likes of 
which are afforded to shareholders in many other 
countries. Even third-world countries have better 
protection than ours on this front.” - Simon Mawhinney, 
Allan Gray 

“If the ASX doesn’t shut the loophole in the listing rules 
that allows companies to shaft their owners by issuing 

equity to vendors for acquisitions, then investors will 
shut the loophole themselves.” - Dean Paatsch, 
Ownership Matters1 

With a large serving of hyperbole, an activist investor 
and a proxy adviser recently claimed that Australian 
listed company law fails shareholders. That claim 
apparently justifies two movements for change: first, 
proposed amendments to the ASX Listing Rules and, 
second, proposed amendments to listed company 
constitutions to tip the balance in favour of 
shareholders. 

This note examines the arguments in favour of change 
and argues they are overstated and illogical.  Moreover, 
the imposition of more red tape on listed companies, 
their boards and executive teams is not productivity 
enhancing.  It will stifle potential economic activity and 
will distort the foundations of Australian company law, 
which vest decision-making in listed company boards 
and officers who, unlike shareholders (activist or 
otherwise), owe statutory duties to act in good faith in 
the company’s best interests. 

How did we get here? 

James Hardie Industries Plc – which is not an Australian 
public company but was and remains listed on ASX – 
announced on 24 March 2025 that it would acquire 
AZEK, an NYSE-listed company. The acquisition was 
structured in part as a ‘scrip-for-scrip’ deal: James 
Hardie agreed to pay a cash amount and also issue a 
certain number of ordinary shares so that, on 
completion of the transaction, James Hardie and AZEK 
shareholders would own approximately 74% and 26% of 
James Hardie respectively. 

The proposed issue of shares by James Hardie under the 
acquisition enlivened ASX Listing Rule 7.1. The rule 
generally prevents a listed company from issuing more 
than 15% of its equity capital in a 12-month period 
unless shareholder approval is obtained or an exception 
applies.  Two well-recognised and deployed exceptions 
facilitate scrip-for-scrip takeovers and schemes. These 
exceptions exist because it would otherwise be difficult 
for a listed company (as a bidder) to complete a 

 

1 Each as quoted in the Australian Financial Review “Fury over 
James Hardie deal won’t die” (12 September 2025). 
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takeover or scheme were it required to seek approval 
from its own shareholders. ASX Guidance Note 21 also 
expressly states that ASX will consider granting a waiver 
for a listed company to make a cross-border scrip-for-
scrip acquisition into certain countries including the US 
and UK. James Hardie obtained a waiver from Listing 
Rule 7.1 on this basis and was therefore able to acquire 
AZEK without a shareholder vote. 

Following announcement of the transaction, there were 
criticisms that the transaction overvalued AZEK2 and 
exposed James Hardie to too much leverage3. These 
criticisms snowballed into claims that James Hardie 
shareholders should have been given a vote on the 
transaction and that the ASX Listing Rules should be 
changed so a transaction of this kind “never happens 
again”4. 

As a result, and as discussed in our separate note here, 
ASX is undertaking a consultation on Chapter 7 of the 
ASX Listing Rules and others matters. 

Regardless of the outcome of ASX’s consultation on 
Listing Rules, shareholder activism has pushed 
further. Encouraged by substantial shareholder and 
activist Allan Gray5, one listed company6 is proposing to 
amend its constitution so that it may not undertake a 
non-pro rata share issuance in excess of 25% of its 
equity capital in any 12-month period without 
shareholder approval.  The proposed amendment “aims 
to restrict significant share issues without shareholder 
approval such as those made under a takeover bid or 
scheme arrangement [sic] where the company shares 
are offered as scrip consideration in a material 
acquisition”7. Allan Gray stated: “This is something all 
companies should adopt.  It’s about shareholder rights 
and good corporate governance.” 

But is it? 

The flaws in the case for more red tape  
 

2 “James Hardie investors worried $14b Azek deal is 
overvalued” Australian Financial Review (24 March 2025). 
3 “How James Hardie’s board bowed to Azek and agreed to a 
$14b deal” Australian Financial Review (6 May 2025). 
4 “Why a decking company has made James Hardie 
shareholders so livid” Australian Financial Review (27 June 
2025). 
5 Which owns approximately 20% of Orora Limited. 
6 See Orora Limited, Notice of Annual General Meeting issued 
on ASX on 12 September 2025. 
7 Page 11 

The case for change to the ASX Listing Rules and the 
push for more restrictive listed company constitutions is 
based on a sweeping assertion that Australian company 
law offers less than ‘third world’ shareholder protection 
where ‘loopholes’ exist to allow shareholders to be 
‘shafted’. 

There are a number of flaws in the assertion: 

1. First, Australian listed company directors and officers 
are subject to very strict statutory (and in the case of 
directors, fiduciary) duties that, amongst other things, 
require them to act in good faith in the best interests of 
the company and with reasonable care and 
diligence. These statutory duties cannot be modified or 
‘contracted out of’, unlike certain comparable duties of 
directors of foreign companies. Australian company 
directors’ and officers’ statutory duties require an 
independent and honest decision to be taken having 
regard to the interests of the company and shareholders 
as a whole, not merely those shareholders with the 
biggest voice. 

Second, shareholders in Australian listed companies are 
well protected by a robust regime of shareholder rights. 
Listed company shareholders enjoy the right to vote at 
least annually on a ‘two strikes’ resolution, on director 
election/re-election, and on various other matters 
under the Corporations Act and ASX Listing Rules.  
Further, listed company shareholders enjoy various 
specific rights relating to board composition which 
ensure the board remains accountable to shareholders.  
These rights include the right to nominate candidates 
for board election, the right to remove directors at any 
time under section 203D of the Corporations Act, and 
certain rights to call general meetings (or to propose 
resolutions).  Unlike other jurisdictions, these 
appointment, removal and requisition rights exist in 
statute and/or the ASX Listing Rules and generally 
cannot be eroded by a company ‘contracting out’ in its 
constitution. These rights are also the result of 
extensive policy and parliamentary consideration and 
should not be changed on a whim. 

Third, whatever your views on them, ASX Listing Rule 7 
and Guidance Note 21 – which set out ASX’s approach 
to new share issuances – have always been publicly 
available to all shareholders and the market as a 
whole. The claim that there are ‘loopholes’ is an 
exaggeration – the waiver obtained by James Hardie 
was clearly within ASX’s stated guidance and analogous 
transactions. 
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Behind its hyperbole, the activist push for further 
restrictions in ASX Listing Rule 7 and listed company 
constitutions is in substance a call for greater anti-
dilution protection.  Such protection may not be in the 
best interests of listed companies nor their shareholders 
as a whole. In particular, constitutional requirements for 
shareholder approval of new non-pro-rata equity 
issuances above a specified level may come with new 
costs and create unintended consequences. 

In the public M&A context, a listed company that 
requires its own shareholders to approve scrip issuance 
under a transaction may be viewed as a less attractive 
and competitive bidder to a potential 
target. Additionally, the target may seek the largest 
lawful reverse break fee to be paid if the listed 
company's shareholders vote against the scrip-for-scrip 
issuance. That is, the ‘ask’ for a vote by activist 
shareholders of a bidder can become a ‘gun to their 
heads’. 

From a fundraising perspective, a constitutional 
requirement for shareholder approval of non-pro-rata 
equity issuances above an equity ‘ceiling’ may unduly 
constrain listed companies’ fundraising options. Much 
will depend on the level of the ‘ceiling’ and the drafting 
of what constitutes a ‘pro rata’ offer, but a critical point 
is that company constitutional provisions cannot (unlike 
the Listing Rules) be waived. Equity fundraising 

circumstances can also be time-critical and may not fit 
neatly with listed company shareholder approval 
processes which typically take over a month. 

Shareholder approval requirements do not guarantee 
that shareholders will not be ‘shafted’. As we have seen 
in public M&A and other contexts, it is the shareholders 
on the register at the time of the vote that have the 
say. After announcement of a transaction, shorter term 
investors like hedge funds can and do enter the fray 
before a shareholder vote and can influence the 
outcome contrary to the expectations and views of 
existing long-term holders. 

Restrictions on non-pro-rata equity issuances may 
encourage listed companies to look at leveraged 
financing alternatives or (as was the case in James 
Hardie) a combination of (leveraged) cash and scrip 
funding for transactions. 

These are but some of the complex issues associated 
with any new anti-dilution red tape in the ASX Listing 
Rules and listed company constitutions. We think great 
caution should be exercised before changing the rules 
because of one transaction. 

James Hardie Annual General Meeting 

The results from the company's AGM are shown below 
in Figure 35. 

Figure 35: Hardie AGM resolution results 

 
Source: James Hardie ASX company announcement 30 October 2025 
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As Heath noted in his article, the legal process of 
shareholder rights exists to enact change. In this 
instance, shareholders voted to remove three existing 
directors, including Chair Anne Lloyd, while supporting 
the appointment of three unknown directors, all former 
AZEK directors. 

We doubt that any institutional shareholder who voted 
against the sitting directors engaged with them before 
the meeting, something we would argue is a 
prerequisite in carrying out their shareholder 
obligations. 

We did, both before and after the meeting, to bring 
balance and understanding, without emotional 
attachment. Our view stands that shareholders have 
done a disservice to the company's other shareholders 
in voting against the re-election of the Chair, in 
particular. 

Heath has since written another piece, published on 11 
November 2025, which explores the potential 
implications of the James Hardie matter and is 
reproduced below. 

Change is coming: shareholder approval 
requirements under ASX listing rules 

On 20 October 2025, ASX released its public 
consultation on shareholder approval requirements 
under the ASX Listing Rules. The ASX is seeking 
submissions on the issues by 15 December 2025.  We 
intend to make a submission and – whether you are a 
listed entity director, officer, executive, shareholder, 
adviser or market participant – we would be delighted 
to hear your thoughts. 

What’s changing? 

ASX acknowledges that the calls for change to the 
Listing Rules arose from James Hardie’s acquisition of 
AZEK. A number of institutional and activist investors 
criticised the deal. As we described in the last edition of 
its Public, complaints were made not only against James 
Hardie, but also about ASX and the scope of the ASX 
Listing Rules. 

ASX sought initial confidential feedback on potential 
changes to the Listing Rules before publishing its public 
consultation paper. That initial feedback frames not only 
the scope of ASX’s public consultation but also drives 
initial suggestions by ASX for reform. 

In summary, ASX has identified four potential areas for 
change. 

First, ASX has stated it would have ‘no objection’ to 
imposing a shareholder approval requirement on an 
ASX-listed bidder which is issuing 25% or more of its 
ordinary equity capital under a scrip-for-scrip scheme or 
takeover. Currently, an ASX listed bidder can issue up to 
100% of its ordinary securities (as at the date of 
announcement of the transaction) under a scrip-for-
scrip scheme or takeover under exceptions 6 and 7 in 
ASX Listing Rule 7.2. This exception has essentially been 
in place since the 1996 Listing Rules Simplification. It 
was subject to refinement (in relation to reverse 
takeovers) in 2017, which put the 100% ‘cap’ on the 
exception. Based on confidential feedback from 
institutional investors, ASX now seems amenable to 
accept 25% to bring the Listing Rules broadly in line with 
international counterparts. The move towards 
international alignment will need to recognise that a 
stricter shareholder approval requirement may make 
ASX-listed bidders offering scrip in a competitive auction 
less attractive, as we recently argued. 

The second and third potential areas for change relate 
to changes to listing status. ASX is considering 
introducing a potential new requirement that a dual-
listed company should seek shareholder approval if it 
wishes to change its admission status to be an ASX 
Foreign Exempt Listing. Similarly, ASX is considering 
introducing a potential new requirement that a dual-
listed company should seek shareholder approval to 
delist from ASX even if it will continue to maintain its 
foreign listing elsewhere. These changes may impact the 
attractiveness of ASX as a listing location for some 
foreign companies. 

The final area for potential change noted by ASX is 
Listing Rule 11. Certain activist and institutional 
shareholders have pushed ASX for a new requirement 
for shareholder approval ‘of any significant acquisition 
whether or not it involves an issue of securities, or 
potentially for any significant transaction whether it is 
an acquisition or disposal.’  Their argument is essentially 
for a re-writing of Listing Rule 11. ASX’s position, 
outlined in the public consultation paper, is that it does 
not propose to change Listing Rule 11 because it 
considers the 25% ‘cap’ change in Listing Rule 7 
sufficient. 
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Too many cooks in the kitchen 

These potential changes raise concern. While unlikely to 
get up, the most difficult to grasp is the last point: 
shareholder approval would be required for “any 
significant acquisition whether or not it involves an issue 
of securities, or potentially for any significant 
transaction whether it is an acquisition or disposal.” 

This would result in a complete reset of current rules, 
but who would be accountable in the fullness of time? 
When there are boards and management teams, they 
are accountable. The U.S. legal system has made suing 
an art form, with companies in the U.S. constantly in 
legal stoushes. 

If shareholders start to dictate terms, at what point do 
boards become redundant? When shareholders vote, 

contrary to a company's intention, should they commit 
to remaining invested for a duration, or can they flip-
flop based on individual whims? 

One thing is clear: changes are afoot. 

However, as Heath points out, the media and activist 
grandstanding has led to a great deal of "hyperbole" 
and "sweeping statements". 

Companies are led by their board and management 
teams. They make decisions, invest and represent all 
shareholders. Some get it right, some get it wrong. The 
system isn't perfect, nor is it broken. If there is concern, 
it should be directed to proxy advisors, who are both 
unelected and unaccountable. 

We trust that Will Heath has provided some balance to 
an otherwise one-sided media parade. SFM 
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Step change & evolution 

Remuneration 

Like it or not, Telsa with Musk at its helm has been a 
thought leader and pacesetter for over two decades. 

Recently Elon Musk labelled shareholder advisory firms 
ISS and Glass Lewis as ‘corporate terrorists.’ The 
remarks came after both firms advised Tesla investors 
to vote against his proposed US$55 billion pay package 
(US$1 trillion at its peak). This is a revived version of the 
2018 deal previously struck down by a Delaware court 
for being ‘deeply flawed.’ 

ISS and Glass Lewis argued that Musk’s compensation 
was excessive, diluted shareholder value and failed to 
align with long-term investor interests. Musk sees their 
opposition as an attack not just on him, but on Tesla’s 
independence and innovation. 

Writing on X, Musk accused the firms of voting along 
‘random political lines’ and wielding unaccountable 
power over corporate governance. “They’re like 
corporate terrorists, deciding the fate of companies they 
don’t even build”. 

Musk said on an analyst call that “it’s not like I’m going 
to go spend the money. There needs to be enough 
voting control to give (me) a strong influence – but not 
so much that I can’t be fired if I go insane.” 

If Remuneration practices and ownership structures are 
an important fundamental, why is it often outsourced 
to a non-transparent third party? Tesla may be an 
outlier, but the old premise that incentive drives 
behavioural outcome, generally holds true. Australian 
investors need to understand that our remuneration 
expectations can limit the talent pool available to our 
home-grown businesses when they seek leadership 
talent based in the U.S. or running a U.S. venture. 

Reece 

Following the strained communication during the 
financial year result in August, and the announcement 
of the off-market buyback in September, Reece AGM 
was a concise and carefully worded affair that allowed 
investors to join some dots. Chair & Chief Executive 
Officer Peter Wilson lead off with comments. 

“To become the business we are today, we've benefited 
from our unique ownership structure, which provides a 

multi-decade time horizon. Our focus is on maintaining 
the benefits that this ownership structure has delivered 
whilst bringing in new skills and expertise in our 
independent directors. In practice, this makes us look 
quite different to many other ASX-listed companies. We 
embrace this uniqueness proudly because it is one of the 
reasons for our success”. 

The 2025 remuneration report received a second strike, 
and the Reece board survived the “toothless” spill 
motion with 97% voting against the proposition. 

In response to a question from the Australian 
Shareholders Association (ASA) on why the short-term 
incentive was not reduced to “0”, the Chair & Chief 
Executive Officer Peter Wilson explained. 

“The Remuneration framework is designed to attract 
and retain talent. We benchmark all our jurisdictions 
with an increasing weight to the U.S. because that's 
where the growth and the biggest part of the business is 
going to come from.” 

For a follow up question they asked, “Why then are you 
so concerned to link your remuneration to U.S. 
practices”. 

By way of background, Wilson noted they are seven 
years into a multi decade runway. Today the USA 
accounts for 291 of Reece’s 900 branches and in FY25 
generated $5b of the Groups $9b in sales and $405m of 
its $900m EBITDA. If tomorrow includes the next 20 
years, the U.S. will dominate Reece’s future financials 
by accounting for most of the group’s growth. While not 
directly comparable a rough rule of thumb suggests that 
a U.S. store generates double that of an Australian store 
when considered in AUD terms. 

Wilson answered the ASA in very clear language, 
“…we're spending a lot of time and a lot of focus in the 
U.S. And look, for what it's worth, just adding to it, 
when you compare the U.S. to Australia, there's a lot of 
magic to the U.S. because they do encourage risk, they 
do encourage entrepreneurship and they encourage 
outliers and then they reward for it. And that's why you 
get the magic of the U.S. In Australia, we obviously -- we 
have a different jurisdiction and it's all about fitting into 
the swim lane and into the governance and into the 
average. So, I think the U.S. have got it right. So that 
may not be what you want to hear.”  
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Commitment questioned 

After the financial year 2025 results commentary, 
investment banking analysts went to water, questioning 
the commitment of the founding family, and the U.S. 
strategy while pricing the business as if it would never 
grow again. 

In contrast, over the first quarter of FY26 Reece opened 
15 new branches (10 in the US) and rebuilt in full the 
waterworks team and installed a new leader. At the 
same time an off market $365m share buyback was 
announced. Effectively the Wilson family paid a 
premium to market to materially increase its stake in 
the business to a level Peter Wilson described as “Off 
the top of my head, just over 70%. I think 70.1% after 
the buyback”. 

Whether or not this proves to be the bottom of the 
cycle is not overly relevant. This is a business they have 
owned for 50 years, and they are on a multi decade 
march. 

In November, we spent time on the ground in the U.S. 
visiting half a dozen new and newly renovated existing 
stores. We talked to customers and team members. 

We witnessed firsthand the experiments underway to 
adjust a model that already represents a differentiated 
service offering in the customers eyes. There are clearly 
better months and worse months and performance 
varies across micro economic climates. Orange County 
may be strong and inland softer as an example. A short-
term appraisal is not the way to assess this investment. 
In reality, a lower 30-year mortgage is required to shift 
housing starts. 

What is clear is that teams of 5-6 in smaller branches 
and more than 20 at larger sites understand what needs 
to be achieved and are clearly up for the challenge. 
They see personal opportunities for progression, a 
strong ethical culture and an owner who is engaged and 
willing to invest to grow the footprint materially. To a 
person they understand the magnitude of the white 
space. 

The simple dots to join include; the right people, a very 
large opportunity, a differentiated service offer, an 
aggressive store rollout, a long-term commitment to 
getting the model right, a single digit EBITDA multiple 
(U.S. deals can command between 15 and up to 25x) 
and a 70% owner willing to pay above market at the 
nadir of the housing cycle that has been contracting for 

four years. To be clear the return on capital employed 
(ROCE) is at a cyclical low point, the Wilson family 
continues to invest in the business, and they are also 
buying shares at a faster rate than we have seen in 25 
years. 

On top of this we layer a passionate founder with an 
excellent management team, who understand cashflow, 
debt, ROCE and real EPS growth. Collectively they are 
driven and willing to do what’s right for the business 
rather than follow the average path of pandering to 
proxy firms and large super funds. 

Like Musk, Wilson is part maverick and calls it how he 
sees it. The financial year results call was an example. 
He is a true entrepreneur if you prefer the sanitised 
version, a highly driven founder. And in a similar vein, 
he’s not doing this so he can run off and spend the 
money. Both individuals are beyond that. 

The Buyback continues 

An on-market buyback of $35 million was announced a 
week after the AGM, this was the residual rump of the 
$365m which was to start on December 12th. 

On the 22nd of December, Reece announced an 
additional $50m increase to the on-market buyback 
taking the target to $85m. The company noted that this 
reflects a disciplined approach to capital management 
and ongoing commitment to delivering shareholder 
value. 

Structural change in USA employment? 

On 17th of December Christopher Waller, the top 
internal candidate to lead the Fed, warned that 
American jobs growth was now “close to zero” and said 
interest rates should be lowered “at a moderate pace” 
next year to support employment. “We’re close to zero 
jobs growth, now that’s not a healthy labour market,” 
he told the Yale CEO Summit on Wednesday. “I still 
think we’re probably ... 50 to 100 basis points off of 
neutral,” Waller said, referring to the level of interest 
rates that neither boosts nor throttles economic 
growth. “We’ve still got some room, we could bring 
things down.” 

The long-delayed government report on Tuesday the 
16th December showed that 64,000 jobs were gained in 
November, while 105,000 jobs were lost in October. Job 
losses in June, August and October mean the U.S. 
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economy has shed jobs in three out of the past six 
months. 

The U.S. unemployment rate rose to 4.6% in November, 
its highest in more than four years, fuelling questions 
about the economy’s underlying strength. 

Despite the shut down the decline in jobs created came 
with no real surprise. What is a concern is accuracy of 
data and the ability to discern creeping structural 
change.  

Days earlier on the 10th of December, at the FOMC rate 
setting press conference Fed Reserve Chair Powell 
noted he expected the unemployment rate to be 4.5% 
at year end. When rounding up is taken into 
consideration he was close to the mark. He also noted 
that the risks are rising, unemployment is no longer 
considered low and he intimated he has low confidence 
in the data. 

Official statistics could be drastically overstating recent 
hiring. Powell said that Fed staffers believe that federal 
data could be overestimating job creation by up to 
60,000 jobs a month. Given that figures published so far 
show that the economy has added about 40,000 jobs a 
month since April, the real number could be something 
more like a loss of 20,000 jobs a month, Powell said. 

“We think there’s an overstatement in these numbers,” 
Powell said in a press conference following the central 
bank’s two-day policy meeting. 

Powell’s concern involves a quandary that the Labor 
Department faces when measuring hiring. How do you 
estimate the number of jobs added or destroyed when 
new businesses are created or close down. Those jobs 
can’t be surveyed directly because it is difficult for the 
government to reach out to brand-new companies or 
companies no longer in business. 

Instead, Labor’s data arm, the Bureau of Labor 
Statistics, use a statistical model to make a guess. In the 
past few years, that technique, called the birth-death 
model, referring to the births and deaths of businesses, 
has contributed to estimates that have overstated job 
creation by hundreds of thousands of jobs a year, 
forcing significant downward revisions later. 

President Trump fired the Bureau of Labor Statistics 
(BLS) commissioner, Erika McEntarfer, after sharp 
revisions in August ate into springtime jobs growth.

Are they Structural drivers? 

It’s difficult to have confidence in any financial model. 
When structural forces are also at play, we are dealing 
with a series of best guesses.   

The combination of Ai, which is on everybody’s agenda 
and doorstep, and the Trump administrations 
achievement of net zero migration will likely have a 
material impact on US employment landscape.  

These two forces potentially erode different parts of the 
employment ecosystem. The permutations are many.  

Artificial Intelligence (AI) 

The ultimate impact of AI on both skilled and unskilled 
labour is unknowable. There are absolutely two sides to 
the story. What is apparent, AI is driving evolution in 
the workforce, it’s certainly a structural shift and the 
impact will be material. 

Despite widespread fears of job losses owing to the rise 
of AI agents, it is not all gallows humour. The 
technology is already creating demand for new roles—
to train agents, embed them in organisations and 
ensure that they behave. Many of these jobs, moreover, 
require uniquely human skills. 

Robust businesses with strong balance sheets that 
generate cash and have a high propensity to reinvest 
will no doubt prevail over time. WiseTech, a global 
logistics software company, have noted that the cost of 
a cargo movement between China and the U.S. is 70% 
labour and that Agentic AI can reduced this by 50%. 
WiseTech, while continuing to do the same thing, are 
evolving their economic model to deal with the new 
paradigm. 

Immigration and Customs Enforcement 

In Oregon, a witness recently filmed masked agents 
frogmarching a man past store checkout lane of Home 
Depot, the U.S. equivalent of Bunnings where we shop 
with our kids and dog on Saturday mornings. 
Immigration and Customs Enforcement agents have 
made recent arrests outside Home Depot stores in cities 
including New Orleans, Charlotte and Chicago. This is a 
policy shift that may drive structural change in U.S. 
employment. 

The Trump administration has so far deported more 
than 600,000 immigrants who were in the U.S. illegally, 
according to the homeland security department.  

https://www.wsj.com/economy/jobs/us-job-growth-revision-a9777d98?mod=article_inline
https://www.wsj.com/economy/jobs/us-job-growth-revision-a9777d98?mod=article_inline
https://www.wsj.com/politics/policy/trump-orders-firing-of-bureau-of-labor-statistics-chief-d8eaa272?mod=article_inline
https://www.wsj.com/politics/policy/trump-orders-firing-of-bureau-of-labor-statistics-chief-d8eaa272?mod=article_inline
https://www.wsj.com/economy/jobs/jobs-report-july-2025-unemployment-economy-8bc3ad8e?mod=article_inline
https://www.wsj.com/economy/jobs/jobs-report-july-2025-unemployment-economy-8bc3ad8e?mod=article_inline
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Midterms 

As we approach the midterm elections the 
administration will continue to pull out all stops to win 
favour. Tough action in Venezuela is a case in point. 

In this vein, Trump will focus on short term wins, such 
as tariff reductions to help inflation pressures at home. 
So far coffee, bananas and other daily essentials have 
seen some reprieve. 

As inflation eases the full employment mandate of the 
Federal Reserve will become the key to further interest 
rate reductions. 

The real question is will these drivers amount to 
structural change or be more short term in nature? We 
don’t have the answer, and our longer-term approach 
to owning businesses that generate real EPS growth 
means we don’t bet on these macro unknowns. 

Is ESG is the rear vision mirror in 2026? 

The EU has softened rather than outright delayed its 
2035 shift to electric vehicles by replacing a 100% 
“zeroemission only” requirement with a 90% tailpipe 
emissions reduction target that leaves some room for 
combustion and hybrid technologies after 2035.  

This change reflects pressure from key member states 
and automakers, growing concern over competitiveness 
and China, and a less favourable global policy backdrop 
for EVs, including a more hostile US stance under 
President Trump. 

What the policy change delivers 

The original law effectively banned sales of new 
internal-combustion engine (ICE) passenger cars and 
vans from 2035 by requiring a 100% reduction in fleet 
CO₂ emissions versus 2021, which in practice meant 
only zero-tailpipe-emission vehicles (battery EVs and 
some fuel-cell vehicles) could be sold. 

The new Commission proposal keeps 2035 as a turning 
point but requires a 90% reduction in average tailpipe 
CO₂, allowing up to 10% of sales or emissions to come 
from plug-in hybrids and vehicles using certified 
“CO₂-neutral” fuels, and lets manufacturers reduce 
reported emissions via low-carbon steel and certain 
bio/e-fuels. 

This effectively scraps the de-facto full ICE ban, turning 
it into a very tight but not absolute constraint and 

extending the commercial life of combustion and hybrid 
powertrains past 2035. 

Will ICE vehicles still be made in the EU? 

The new proposal replaces the 100% CO₂-reduction 
target with a 90% fleet-average cut from 2035, which 
explicitly allows a remaining share of plug-in hybrids, 
range-extenders, mild hybrids and pure ICE vehicles in 
manufacturers’ portfolios. 

In practice this means OEMs can keep producing and 
registering new vehicles with combustion engines after 
2035, provided their overall fleet still hits the 90% 
reduction threshold. 

Can ICE run on CO₂-neutral fuels? 

The remaining 10% of emissions can be compensated 
via recognised measures, including the use of 
sustainable fuels such as e-fuels and advanced biofuels, 
and low-carbon (“green”) steel in vehicles. 

Parallel technical work in the EU is developing a 
common definition and tracking framework for 
CO₂-neutral fuels that would include renewable e-fuels 
and biofuels meeting RED sustainability criteria, with 
the explicit aim of enabling new ICE and hybrid vehicles 
to qualify as “zero-emission” when running exclusively 
on such fuels in specific regulatory contexts. 

Why EU policy was changed 

Industry and member-state pressure: Germany, Italy 
and others, backed by major carmakers, argued that a 
full ICE ban threatened jobs, under-valued existing 
combustion know-how, and was too rigid given 
uncertainties in battery supply, charging infrastructure 
and demand. 

Competitiveness and China concerns: EU policymakers 
worried that aggressive EV-only rules could accelerate 
loss of market share to cheaper Chinese EVs and 
penalise European firms still reliant on profitable ICE 
and plug-in hybrids for funding the transition. 

Political backlash and “green fatigue”: Center-right 
parties and some governments made rollback of 
“over-zealous” green rules a priority, using cost-of-living 
pressures and farmer/driver protests to argue for a 
slower, more “technology-neutral” path.  
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Role of US policy and the Trump administration 

The earlier U.S. Inflation Reduction Act (IRA) strongly 
supported EV demand and manufacturing with 
generous tax credits, indirectly helping EU automakers 
export EVs into a buoyant U.S. market. 

Under President Trump, the transition team has 
outlined plans to roll back Biden-era EV incentives, 
including scrapping the federal EV tax credit, easing 
emissions standards, and ending requirements for 
federal fleets to go zero-emission, which would 
significantly weaken U.S. EV demand and policy 
leadership. 

Analysts note that reduced U.S. demand and policy 
support for EVs, combined with rising trade tensions 
and tariffs, undermines the global economics of an 
all-EV bet and has fed into European concerns about 
over-committing to a rapid EV-only trajectory, even if 
EU officials frame the change mainly in terms of 
domestic competitiveness and social acceptance. 

Key ESG impacts 

Environmental (E) 

Slower emissions reductions: Allowing ongoing ICE and 
plug-in hybrid sales beyond 2035 means higher 
cumulative transport emissions versus the original 
100% EV pathway, making EU net-zero and 
Paris-alignment harder and increasing reliance on 
offsets and low-carbon inputs (e-fuels, green steel). 

Technology mix and stranded-asset risk: The softer 
target extends the life of combustion investments and 
fuels infrastructure, which may reduce near-term 
stranded-asset risk but increases long-term transition 
risk if later policy has to tighten sharply to meet climate 
goals. 

Social (S) 

Jobs and regional impacts: The compromise is explicitly 
justified as protecting employment in legacy powertrain 
manufacturing regions and giving workers and suppliers 
more time to retrain and retool, potentially smoothing 
labour-market disruption in Germany, Italy and Eastern 
Europe. 

Affordability and consumer acceptance: Maintaining a 
role for hybrids and combustion cars could keep more 
lower-price options on the market in the 2030s, 
addressing concerns about EV affordability, charging 
access, and rural mobility, but at the cost of slower 
decarbonisation. 

Governance (G) 

Policy credibility and regulatory risk: Re-opening and 
weakening a flagship climate rule within a few years 
signals that major EU climate policies are politically 
reversible, increasing regulatory uncertainty for 
investors and raising questions about the durability of 
long-dated transition targets. 

Lobbying and capture concerns: The change 
demonstrates the influence of large automakers and a 
handful of member states over EU climate rule-making, 
which may prompt scrutiny of lobbying practices, 
transparency, and how climate, industrial and trade 
objectives are balanced in future regulation. 

The impact? 

For pure ESG driven portfolios, which we are not, this 
shift generally lengthens the time window for 
traditional OEMs and suppliers reliant on ICE/hybrids, 
but it also weakens the near-term regulatory tailwind 
for pure-play EV and charging names and increases 
medium-term transition-policy volatility risk in Europe. 

The reality is this individual action by the EU has little 
bearing on our investments. ARB do have a UK business, 
Truckman who make fiberglass cabins and tray fittings 
for Utes and specialty vans to service commercial and 
fleet operators, may see some benefits, although fleets 
are able to shift to both hybrid and EV offerings. We do 
however see it as another example of how 
administrators and governments will “backflip on a 
dime”. For us it’s another clear sign that investments 
need to be made for the right reasons rather than the 
latest trends which invariably change quicker than you 
expect.  

And just to be clear, the right reason for us starts with 
financial sustainability and ends in long term real EPS 
growth. SFM 
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Aristocrat – Sustainability Disclosures 2025 

Overview 

Aristocrat Leisure has steadily expanded the scope and 
depth of its sustainability reporting since first publishing 
annual disclosures in 2018. The FY25 Sustainability 
Report and accompanying Databook, released in 
December, represents the first full year of execution 
under Aristocrat’s refreshed four pillar sustainability 
strategy introduced in 2024. This latest report highlights 
Aristocrat’s measurable progress, transparent 
governance and ambition to set industry standards.  

2024 Materiality Assessment 

In 2024, Aristocrat undertook a double materiality 
assessment, aligning with global standards and 
directives from global bodies such as the International 

Sustainability Standards Board (ISSB) and Global 
Reporting Initiative (GRI). This process involved 
extensive engagement with internal and external 
stakeholders, including employees, investors, suppliers, 
regulators and community representatives, mapping 
both the impact of Aristocrat’s activities on people and 
the environment, as well as the financial implications of 
sustainability risks and opportunities. 

The outcome was a set of 13 material topics, ranging 
from climate action and responsible gameplay to digital 
trust, circular economy and community impact, as 
shown in Figure 36. 

 These priorities directly underpinned the company’s 
new four pillar sustainability strategy announced the 
same year. 

Figure 36: Materiality Assessment results 

 
Source: Aristocrat FY25 Sustainability Report 
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Four Pillars of Sustainability 

Good Governance & Responsible Business 

Aristocrat’s Good Governance & Responsible Business 
pillar is focused on maintaining high standards of 
integrity, ethical conduct and compliance throughout its 
global operations. The company continually strengthens 
its governance framework to ensure responsible 
business practices and effective risk management. 

Key updates & initiatives for FY25 include: 

• The integration of NeoGames into Aristocrat’s 
compliance and cybersecurity systems, 
enhancing oversight and consistency across the 
group. 

• Further development and consolidation of 
financial crime prevention programs, including 
anti-money laundering and anti-corruption, 
under a unified Group Ethics and Compliance 
function. 

• Launch of an AI Governance program to guide 
the responsible and ethical use of AI 
technologies within the business. 

• Improvements to mandatory compliance 
training, including a new governance model and 
streamlined onboarding, resulting in high 
completion rates for core programs. 

These actions demonstrate Aristocrat’s commitment to 
transparency, accountability and ongoing adaptation to 
regulatory changes and stakeholder expectations. 

Empowering Safer Play  

Empowering Safer Play (ESP) is at the heart of 
Aristocrat’s commitment to responsible gaming and 
player wellbeing. Recognised as the most material 
sustainability matter, Aristocrat aims to set new 
benchmarks for safer play across the industry. 
Aristocrat’s ESP model takes an enterprise-wide, risk-
based approach to responsible gameplay, tailoring 
initiatives to support players across a spectrum of risk 
profiles, as shown in Figure 37. 
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Figure 37: Empowering Safer Play Model 

 
Source: Aristocrat FY25 Sustainability Report 

In FY25, the company’s approach was defined by 
innovation and transparency, with a focus on 
empowering players, leveraging technology and 
collaborating with stakeholders to create a safer and 
more enjoyable gaming environment. This vision is 
underpinned by a set of ambitious strategic goals, 
including securing external certification for safer play 
standards, continuously strengthening player and 
employee awareness, harnessing technologies such as 
AI for early risk detection and commissioning 
independent research to inform and assess program 
effectiveness.  

Key updates & initiatives for FY25 include: 

• Consolidation of six separate ESP policies into 
three, covering Regulated Gaming, Product 
Madness and the Aristocrat Group. 

• International expansion of the Know Your Max 
player education campaign, supported by a new 
video web series and the launch of a dedicated 
website in the U.S. 

• Embedding of ESP training into employee 
onboarding processes and incorporated into 
senior leader performance metrics to 
strengthen internal awareness and 
accountability. 

• Aristocrat becoming a founding member of the 
University of Nevada, Las Vegas Artificial 
Intelligence Research Hub to explore the 
application of AI in promoting responsible 
gameplay. 

• Deployment of Flexi Play’s Bank and Timer tools 
across more than 11,000 electronic gaming 



Selector Funds Management 
 

47 

machines in NSW, enabling players to set time 
and spend limits. 

Operational Sustainability & Climate 

Aristocrat’s climate strategy has continued to mature. 
In 2024, the company achieved Science Based Targets 
initiative (SBTi) validation for both its near and long-
term emissions reduction targets, including a 54.6% 
reduction in Scope 1 and 2 emissions and a 32.5% 
reduction in Scope 3 emissions by FY33, alongside a net-
zero ambition for FY50. In FY25, circular economy 
initiatives have also gained momentum, with more than 
6,400 electronic gaming machines (EGMs) refurbished 
and over 68,000 parts repaired globally. 

Aristocrat completed its first comprehensive climate 
scenario analysis to strengthen the identification, 
assessment and management of climate-related risks 
and opportunities. The analysis modelled three 
scenarios: 1.5°C, +2.0°C and +4.0°C, to test the 
resilience of the business across short, medium, and 
long-term horizons. Each scenario incorporated a range 
of physical and transition risks, including extreme 
weather events, regulatory change and technological 
disruption. This work represents an important step in 
Aristocrat’s preparedness for mandatory climate-
related disclosures under AASB S2, which come into 
effect in FY26. 

People & Community 

Aristocrat’s People & Community pillar is focused on 
creating a safe, inclusive and engaged workplace while 
making a positive impact in the communities in which it 
operates. At year end, the group employed 
approximately 7,400 people across more than 25 
locations globally. In FY25, Aristocrat recorded an 
employee Net Promoter Score (eNPS) of 53, 
outperforming the technology sector benchmark by 14 
points.  

During the year, progress was achieved across several 
initiatives: 

• Launch of the Global Talent Centre of 
Excellence to drive a safe, inclusive and 
purpose-driven workplace. 

• Expanded Diversity, Equity & Inclusion (DEI) 
efforts, supporting 32 Employee Impact Groups 
and strengthening diverse hiring pipelines. 

• Implemented safety innovations, such as AI-
based safety monitoring and Physical Ability 
Testing, achieving a 98% closure rate for 
identified hazards. 

• Aristocrat Cares community giving program 
supported over 150 not-for-profit organisations 
and contributed more than 5,500 volunteer 
hours globally. 

Conclusion 

Aristocrat’s FY25 disclosures highlight its leadership in 
embedding sustainability and responsible gaming at the 
core of its global operations. As a participant in a highly 
regulated and scrutinised industry, the group continues 
to demonstrate that strong governance, transparency 
and accountability are integral to long-term value 
creation. Guided by CEO Trevor Croker and 
Sustainability General Manager Harry Ashton, Aristocrat 
is not only responding to heightened stakeholder 
expectations but actively shaping best practice across 
the sector. This commitment to continuous 
improvement leaves the company well positioned to 
navigate evolving regulatory, social and environmental 
challenges, while reinforcing its role as a responsible 
leader in the global gaming industry. SFM 
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Company Engagements – December 2025 Quarter 

Date Company Description 
1-Oct ARB ARB Corporation Management Meeting 
1-Oct CSL CSL Management Meeting 
2-Oct TLX Telix Pharmaceuticals UBS Virtual Oncology Day 
2-Oct COH Cochlear Management Meeting 
7-Oct JHX James Hardie Industries Management Meeting 
7-Oct RWC Reliance Worldwide Management Meeting 
9-Oct REA REA Group Annual General Meeting 
9-Oct TNE TechnologyOne Showcase 
10-Oct MVP Medical Developments International Annual General Meeting 
10-Oct CAR CAR Group Management Meeting 
10-Oct NAN Nanosonics Barrenjoey Industry Insight Call 
13-Oct NAN Nanosonics GS Management Meeting 
16-Oct ARB ARB Corporation Annual General Meeting 
16-Oct MVP Medical Developments International Management Meeting 
21-Oct REA REA Group Barrenjoey Industry Insight Call 
21-Oct BRG Breville Management Meeting 
22-Oct WTC WiseTech Global Barrenjoey Industry Insight Call 
23-Oct COH Cochlear Annual General Meeting 
23-Oct RWC Reliance Worldwide Investor Day 
24-Oct SEK SEEK Management Meeting 
24-Oct CPU Computershare Management Meeting 
24-Oct HEM Hemnet Barrenjoey Management Meeting 
27-Oct CSL CSL Citi Industry Insights Call 
27-Oct OFX OFX Group Management Meeting 
28-Oct REH Reece Management Meeting 
28-Oct CSL CSL Annual General Meeting 
28-Oct PNV PolyNovo Annual General Meeting 
29-Oct COCH.NAS Envoy Medical Investor Webinar 
31-Oct RMD ResMed 1Q26 Results Call 
31-Oct FLT Flight Centre Travel Group Management Meeting 
31-Oct CAR CAR Group Annual General Meeting 
31-Oct SLD Saluda Medical Morgans Investor Briefing 
3-Nov WTC WiseTech Global Management Meeting 
3-Nov SLD Saluda Medical Management Meeting 
5-Nov CSL CSL U.S. Investor Day 
5-Nov NAN Nanosonics Annual General Meeting 
5-Nov ALL Aristocrat Leisure UBS Industry Insights Call 
5-Nov JHX James Hardie Industries UBS Industry Insights Call 
6-Nov CSL CSL U.S. Investor Day 
6-Nov LNW Light & Wonder 3Q Results Call 
6-Nov BRG Breville Annual General Meeting 
7-Nov REA REA Group 1Q26 Results Call 
10-Nov BRG Breville UBS Conference 
10-Nov REA REA Group UBS Conference 
11-Nov FCL FINEOS Corporation Holdings Macquarie Management Meeting 
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Date Company Description 
11-Nov OFX OFX Group HY26 Results Call 
11-Nov RMD ResMed Management Meeting 
12-Nov ALL Aristocrat Leisure FY25 Results Call 
12-Nov FLT Flight Centre Travel Group Annual General Meeting 
12-Nov TNE TechnologyOne JP Morgan Industry Insights Call 
12-Nov OFX OFX Group Management Meeting 
13-Nov CPU Computershare Annual General Meeting 
13-Nov ALL Aristocrat Leisure JP Morgan Management Meeting 
13-Nov FCL FINEOS Corporation Holdings Management Meeting 
14-Nov ALL Aristocrat Leisure Management Meeting 
17-Nov WTC WiseTech Global JP Morgan Industry Insights Call 
18-Nov TNE TechnologyOne FY25 Results Call 
18-Nov PME Pro Medicus Management Meeting 
18-Nov PME Pro Medicus Bell Potter Healthcare Conference 
19-Nov JHX James Hardie Industries HY26 Results Call 
19-Nov MVP Medical Developments International Bell Potter Healthcare Conference 
19-Nov TLX Telix Pharmaceuticals Bell Potter Healthcare Conference 
19-Nov SEK SEEK Annual General Meeting 
20-Nov FLT Flight Centre Travel Group GS Industry Insights Call 
20-Nov LPX.NYSE Louisiana Pacific Barrenjoey Management Meeting 
20-Nov RMD ResMed Annual General Meeting 
20-Nov WTC WiseTech Global JP Morgan Industry Insights Call 
20-Nov TNE TechnologyOne Management Meeting 
20-Nov TNE TechnologyOne GS Management Meeting 
21-Nov REH Reece Annual General Meeting 
21-Nov WTC WiseTech Global Annual General Meeting 
21-Nov TNE TechnologyOne Barrenjoey Management Meeting 
24-Nov PME Pro Medicus Annual General Meeting 
24-Nov SEK SEEK JP Morgan Management Meeting 
25-Nov CPU Computershare JP Morgan Management Meeting 
26-Nov FPH Fisher & Paykel Healthcare HY26 Results Call 
27-Nov ALL Aristocrat Leisure Barrenjoey Industry Insight Call 
1-Dec FPH Fisher & Paykel Healthcare Management Meeting 
2-Dec ALL Aristocrat Leisure Barrenjoey Management Meeting 
2-Dec TLX Telix Pharmaceuticals Morgans Management Meeting 
2-Dec PME Pro Medicus Apple Showcase 
3-Dec PME Pro Medicus RSNA Conference 
3-Dec ALL Aristocrat Leisure 2025 Sustainability Update 
3-Dec WTC WiseTech Global Investor Day 
4-Dec 4DX 4DMedical Investor Webinar 
4-Dec ALL Aristocrat Leisure Morgans Management Meeting 
8-Dec YOJ Yojee Barrenjoey Management Meeting 
9-Dec ALL Aristocrat Leisure Barrenjoey Industry Insight Call 
9-Dec RWC Reliance Worldwide JP Morgan Management Meeting 
9-Dec CAR CAR Group Barclays Industry Insight Call 
11-Dec RMD ResMed Barrenjoey Industry Insight Call 
11-Dec REH Reece Management Meeting 
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Date Company Description 
17-Dec RMD ResMed Barrenjoey Industry Insight Call 
22-Dec TLX Telix Pharmaceuticals Management Meeting 
 

Selector Funds Management Limited Disclaimer 

This update has been prepared by Selector Funds Management Limited (“Selector”) ACN 102 856 347 AFSL 225316 
to provide you with general information only. In preparing this update, we do not take into account your investment 
objectives, financial situation or particular needs. It is not intended to take the place of professional advice and you 
should not take action in reliance on this information. Neither Selector, or any of its related parties, their employees 
or directors, provide a warranty of accuracy or reliability for this information or accept any liability to any person 
who relies on it. Past performance is not an indicator of future performance. Selector does not guarantee the 
repayment of capital, payment of income or performance. 

Unauthorised use, copying, distribution, transmitting, publication, display, or reproduction in whole or in part of the 
information contained in this material is prohibited without prior written consent from Selector. SFM 
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