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Bifurcation of large and small-cap markets

Since the beginning of 2022, there has been a complete bifurcation of the
returns of large and small-cap segments of the ASX. We segmented the ASX
based on market cap on the 4™ January 2022. We did this rather than using
an index as we wanted to remove any positive or negative impact from
survivorship bias:

$2.9 billion to $212 billion
$414 million to $2.9 billion
S50 million to $412 million

1. Large-cap:top 100
2. Small-mid cap: 101-300
3.  Micro-small cap: 301-800

The top 100 is close to the ASX 100, while the small-mid cap is similar to the
ASX small ordinaries.

On a market-weight basis (see Table 1), the top 100 companies have seen an
overall price increase of +10.5%, compared to a -14.7% decline in the value of
the micro-small cap stocks.

Table 1: Significant bifurcation of market cap-based share price returns

Mkt cap* $2.9b - $212b $414m —$2.9b S50m —$412m
+10.5% +5.6% -14.7%

Index return**

* Market cap on 4t Jan 2022
** Return calculated using market cap-weighted index, from 4t" Jan 2022 to 11t Oct 2024
Source: S&P Global, Venn Brown

Record highs hide the majority’s performance

While headlines keep reporting the market reaching all-time highs, these
highs are being obtained by a small market subsegment, leaving behind most
listed companies. Figure 1 shows market-weighted performance of each of
the subsegments created for the three market cap segments outlined above.
As is clear, the micro to small-cap portion of the ASX is well underperforming
the large-cap segment.
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ASX All Ordinaries

ASX:XAO

Sector All
Num. constituents 487
Date 11-Oct-24
Value 8,491
52 week range 6,960/ 8,538
Market cap $2,787b
Yield 3.2%

ASX Small Ordinaries

ASX:XSO

Sector All
Num. constituents 199
Date 11-Oct-24
Value 3,179
52 week range 2,557 /3,179
Market cap $271b
Yield 2.3%

3-year Price Chart

SEP/ASX All Ordinaries

S&P/ASX Small Ordinaries (rebased)
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Figure 1: Since January 2022, there has been a significant bifurcation in market returns
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Source: S&P Global, Venn Brown

Incredibly, the triple digital returns of just 15 companies underpinned the performance of the
micro to small cohort. If these 15 companies were removed (see red line), the remaining
cohort would have been down -32% since the beginning of 2022.

Table 2: The top 15 companies were responsible for 20 percentage points of returns

Mkt cap $2.9b—-5212b $414m —S$2.9b S50m —S$412m S50m —$412m
Index return +10.6% +5.6% -14.7% -31.7%

Source: S&P Global, Venn Brown

The median return for micro-small cap companies since January 2022 is -51%

Instead of looking at the market-weighted returns?, the drivers of this bifurcation emerge
more clearly by looking at the equal-weighted returns of the different segments. We looked
at the price change (accounting for new share issuances) of each individual company in each
segment and took the average and median of these changes. This method treats the
percentage movement of each company equally, irrespective of market cap.

As shown in Table 3, since January 2022, the average equal-weighted share price movement
has ranged from +6% for the large-cap stocks, +4% for the small and mid-cap stocks and -5%
for the micro and small-cap companies.

Probably more relevant is the median equal weighted change, which over the same period
has seen micro to small-cap stocks decline -51%, compared to a median change in the large-
cap stocks, which has seen a +1% uptick.

! Average and median price changes are measured on an equity-weighted basis, without regard to market cap. They
are calculated by calculating the average/median of percentage change of each company’s market cap since January
2022.
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Table 3: Equal weighted returns reveal a different picture for individual companies

Mkt cap* $2.9b — $212b $414m - $2.9b $50m —$412m S$50m — $412m
Max +182% +555% +1,723% +399%
Min -93% -97% -99% -99%
Average +6% +4% -5% -29%
Median +1% -17% -51% -53%

* Market cap on 4t Jan 2022
Source: S&P Global, Venn Brown

The sizeable difference between the average and median values results from the large
positive changes by a few stocks (mentioned above), offsetting the negative single and
double-digit returns of most companies.

Table 4 below shows the share of companies in each group that have delivered negative
returns since the beginning of 2022. At the micro-small cap end of the spectrum, 74% of all
companies saw a decline in the market cap. In comparison, 49% of large-cap companies have
seen their share price decline.

Table 4: 74% of micro-cap companies have had share price declines

Companies w/ <0% return 48% 58% 74%

Source: S&P Global, Venn Brown

Figure 2, Figure 3 and Figure 4 below show the number of companies in each share price
return bucket for each market segment. Figure 2 shows the count for the large-cap
companies, which is fairly symmetrical, as expected, given the 1% median return.

Figure 2: Almost half the large-cap stocks have returned -20% to +20%
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Figure 3 and Figure 4 are progressively more negatively weighted, with 59% of the small-mid
cap companies delivering negative returns and 74% of micro to small caps experiencing
negative share price movements.

Figure 3: 59% of small to mid-cap companies have seen their share price decline
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Figure 4: 74% of micro to small-cap companies have had share price declines
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Index performance

—— S&P/ASX All Ordinaries ——S&P/ASK Small Ordinaries (rebased)
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Disclaimers

Disclaimer

Venn Brown Pty Ltd (“Venn Brown” ABN 24 665 561 900, AFS Representative No. 001305730) is a Corporate Authorised Representative of
True Oak Investments Pty Ltd (ABN 81 002558 956, AFSL 238184). The information, opinions and commentary provided by Venn Brown
(“Content”) is prepared by Venn Brown. Any person receiving the Content represents, warrants and confirms that it accepts the
qualifications, limitations and disclaimers set out in this Disclaimer.

All Content is only available for distribution within Australia.

All Content is intended to reflect a summary of the matters described with respect to a particular company that is covered by the Content
(Investment) at a specific point in time. The Content is general only and is not intended to constitute an opinion or recommendation with
respect to the Investment. Anyone viewing the Content must obtain and rely upon their own independent advice and inquiries.

Past performance is not a reliable indicator of future performance. Any reference to past performance is intended to be for general
illustrative purposes only.

The Content does not purport to be complete, accurate or contain all of the information that a person may reasonably require to make an
informed assessment with respect to a particular Investment. The Content may contain forward looking statements in relation to future
matters which are subject to known and unknown risks, uncertainties and other important factors that could cause the actual results,
performance or achievements of the Investment to be materially different from those expressed or implied by the Content.

The Content has been prepared based on information available to Venn Brown at the date the Content is published. All information is
believed to be reliable. However, none of Venn Brown or its related entities (as defined in the Corporations Act 2001 (Cth)) nor any of their
respective directors, officers, employees, advisers or representatives (together “Beneficiaries”) make any express or implied representation
or warranty as to the fairness, accuracy, completeness or correctness of the information in the Content (including, but not to, the
accuracy, likelihood of achievement or reasonableness of any forecast milestones, returns, yields, future income or other statements in
relation to future matters). Nothing contained in the Content can be relied upon as a promise or representation by any Beneficiary.

The Content does not constitute an invitation, recommendation or offer by any Beneficiary in relation to the Investment. The Content is
not a prospectus, product disclosure statement or other disclosure document (as each of those terms are defined in the Corporations Act
2001 (Cth)) and does not contain all of the information that would be contained in a prospectus or other disclosure document prepared
under the Corporations Act 2001 (Cth).

To the maximum extent permitted by law, the Beneficiaries will have no liability for any loss or liability of any kind: (i) arising in respect of
information contained or not contained in the Content; or (ii) arising from a person relying on any information or statement contained
herein.

General Advice Warning

The Content may contain general advice, which is prepared without taking your personal objectives, financial situation or needs into
account. Before acting on any general advice, you should consider the appropriateness of it having regard to your personal objectives,
financial situation and needs. You should obtain and read any prospectus, product disclosure statement or other disclosure document (as
each of those terms are defined in the Corporations Act 2001 (Cth)) before making any decision to acquire a financial product referred to in
the Content. We suggest you seek independent professional advice if in doubt. Please refer to our Financial Services Guide (available at
www.vennbrown.com/disclaimer) for contact information and information about remuneration and associations with product issuers.

Investing in small and medium-cap companies carries inherent risks, with companies being affected by events that may be unforeseeable
and out of management’s control. As an investor, you are solely responsible for your investment decisions.

Financial products are complex and involve a risk of loss, may rise and fall, and are subject to a range of market and economic factors. It is
recommended that you seek professional advice to ensure that trading or investing in such products is suitable for your specific
circumstances and that you obtain, read and understand any applicable prospectus, product disclosure statement or other disclosure
document (as each of those terms are defined in the Corporations Act 2001 (Cth)).
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Disclosure

Venn Brown has been engaged and compensated by the company featured in this report for ongoing research coverage. Venn Brown
receives fees from the company mentioned in the document for research services and other financial services or advice we may provide to
that company. The company has facilitated communication with senior management and provided information on the company and
industry. As part of our due diligence, we have independently and critically reviewed the assistance and information provided by the
company to form the opinions expressed in the report. Diligent care has been taken by the analyst to maintain an honest and fair
objectivity in authoring this report and making any recommendations.

Our representatives or associates may, from time to time, hold interests, transact or hold directorships in, or perform paid services for
companies mentioned herein. Venn Brown and its associates, officers, directors, and employees may hold securities in the companies
mentioned herein and may trade in those securities as principal, potentially contrary to recommendations mentioned in this document.
The analyst has received assistance from the company in preparing the Content.
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