Platinum Asia Investments Limited ...

31 October 2019

Portfolio value
Portfolio Inception
Current share price
Pre-tax NTA
Post-tax NTA

$395.0 mn
15 September 2015
$0.985

$1.0915
$1.0813

Management fee: 1.1% p.a. of the portfolio value

Performance fee: Payable at15% of the amount by which
the portfolio’s annual performance
exceeds the return achieved by the
MSCI All Country Asia ex Japan Net
Index
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PAl's returns are calculated after the deduction of fees and expenses, adjusted for taxes paid and any
capital flows and assume the reinvestment of dividends. PAI's returns have not been calculated using

PAI's share price.
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capital flows and assume the reinvestment of dividends. PAI’s returns have not been calculated using
PAI's share price.

Invested positions * Top ten positions *

Long %  Short % Net %  Currency %
Asia-Pacific 88.2 (1.0) 87.2 53.4
China 4.8 4.8 4.8
China Ex PRC 38.8 38.8
Hong Kong 7.7 (0.5) 7.2 34.2
Taiwan 52 52 52
India 10.7 (0.5) 10.1 11.6
Korea 1.2 1.2 11.1
Malaysia 0.4 0.4 0.4
Philippines 3.0 3.0 3.0
Thailand 3.2 3.2 3.3
Vietnam 3.3 3.3 3.3
Australian Dollar 0.1
China Renminbi Off Shore (23.6)
North America 0.5 0.5 46.
United States 0.5 0.5 46.6
Sub-Total 88.8 (1.0) 87.8 100.0
Cash 11.2 12.2
Total 100.0 100.0 100.0

Long - 60 stocks

Short - 1 swap, 1 index

Stock Country Industry %
Samsung Electronics Co Ltd Korea Info Technology 5.8
Alibaba Group Holding Ltd China Cons Discretionary 5.5
Tencent Holdings China Comm Services 5.3
Taiwan Semiconductor Taiwan Info Technology 5.2
AlA Group Ltd Hong Kong  Financials 4.0
Ping An Insurance China Financials 3.7
Midea Group China Cons Discretionary 3.6
Meituan Dianping China Cons Discretionary 3.1
Axis Bank Limited India Financials 3.0
Autohome Inc China Comm Services 2.9
Total 421
Industry breakdown °
Sector Long % Short % Net %
Consumer Discretionary 20.3 20.3
Financials 17.5 17.5
Info Technology 17.0 (0.5) 16.5
Communication Services 156.5 15.5
Industrials 6.2 6.2
Real Estate 5.1 5.1
Other 2.8 2.8
Health Care 2.5 2.5
Energy 0.8 0.8
Materials 0.7 0.7
Utilities 0.5 0.5
Consumer Staples (0.5) (0.5)

Platinum Investment Management Limited ABN 25 063 565 006 AFSL 221935, trading as Platinum Asset Management ("Platinum’) is the investment manager of Platinum Asia Investments Limited (“PAI”). This information is
general in nature and does not take into account your specific needs or circumstances. You should consider your own financial position, objectives and requirements and seek professional financial advice before making any
financial decisions. Numerical figures have been subject to rounding. Neither PAI nor Platinum, guarantee the performance of PAI, the repayment of capital or the payment of income. The market commentary reflects Platinum’s
views and beliefs at the time of preparation, which are subject to change without notice. No representations or warranties are made by PAI or Platinum as to their accuracy or reliability. To the extent permitted by law, no liability
is accepted by PAI or Platinum for any loss or damage as a result of any reliance on this information.
1. & 2. Source: Platinum for portfolio returns and Factset Research Systems for MSCI returns. The returns are calculated relative to the MSCI All Country Asia ex-Japan Net Index in A$. The investment returns in the line graph
are cumulative on A$20,000 invested in PAI since inception. Past performance is not a reliable indicator of future returns. Platinum does not invest by reference to the weightings of the index. The index is provided as a

reference only.

3. The “Long %" is the exposure to long securities and long securities/index derivative positions, the “Short %" is the exposure to short securities and short securities/index derivative positions and the “Net %" is the exposure to
long and short securities and long and short securities/index derivative positions, each as a percentage of PAl's portfolio value. The “Currency %" is the effective currency exposure of PAl's portfolio as a percentage of its
portfolio value, taking into account long and short securities, cash, forwards and long and short securities/index derivative positions. For the “Industry breakdown”, index positions (whether through ETFs or derivatives) are only
included under the relevant sector if they are sector specific, otherwise they are included under “Other”.
3. and 4. China generally refers to securities or derivatives over securities, which securities are listed on the Shanghai or Shenzhen stock exchange. China Ex PRC generally refers to securities or derivatives over securities,
which securities are listed outside of the PRC but provide exposure to PRC companies.
4. The “Top ten positions” show PAI's top ten long securities positions as a percentage of PAI's portfolio value (including long securities and long securities derivative positions).
All data where MSCI is referenced is the property of MSCI. No use or distribution of this data is permitted without the written consent of MSCI. This data is provided “as is” without any warranties by MSCI. MSCI assumes no
liability for or in connection with this data. Please see full MSCI disclaimer in https://www.platinum.com.au/Special-Pages/Terms-Conditions



Market update and commentary

e Trade relief appears to have driven markets higher.
e Non-Japan Asia valuations remain attractive.

e We reduced our cash position over the month from approximately 20% to 13%.

Asian markets traded up in October amid optimism regarding a trade
deal in some form between China and the US. A general sense of relief
appears to have emerged that global industrials and emerging markets
are not as bad as feared — and they are cheap (see Chart 1, Price to
Earnings Ratios). For instance global PMls (Purchasing Managers’
Index) show some signs of having bottomed (see Chart 2, Global PMIs).
The portfolio participated in this rally, albeit with performance muted to
a degree by our holding of 10-20% cash throughout the month.

A new top ten holding for the portfolio is home appliance manufacturer
Midea. This is a mid-teens price to earnings stock, growing earnings at
better than 10%, even in a tough market for appliances such as air
conditioners or fridges in China (Source: FactSet). We think the
company’s largest competitor Gree has really dropped the ball on e-
commerce penetration and product improvement cycles and is stuck
with high inventory levels as a result. So while the industry is seeing
pricing pressure as a result of competitors’ inventories, Midea is drawing
ever further ahead by developing better products with rapid innovation
cycles and migrating to online sales for approximately 30% of its sales,
versus Gree at 10% (our estimates, based on company filings).

Ping An Insurance posted another strong quarterly result during
October. The company’s third quarter operating profit rose 21.5% year
on year. Ping An Insurance is gradually improving its business quality
rather than chasing growth, with a slowdown in Value of New Business
growth to 4.5%, which we like. As a reminder, Ping An Insurance trades
on 9 times 2019 earnings (Source: company filings and Factset).

We have a large exposure to global semiconductors via SK Hynix,
Samsung and TSMC. In common with Platinum Capital Limited’s
portfolio, we see a consolidated industry, with structural growth driven
by 5G, autonomous driving, factory automation and cloud computing.
Market fear of anything cyclical gives us the opportunity to own chip
makers at exceptional valuations, despite their high returns through-
cycle and ability to grow over the long term.

Our largest detractor in performance terms for the month was
Kasikornbank, based in Thailand. At the end of October Kasikorn
reported Q3 results and announced 2020 targets. The stock was very
weak following this as the market was worried about the guidance for
2020 non-interest income — “down 5% to down 17%”. However the stock
rebounded approximately 13% in early November back to pre-
announcement levels. This bank trades at 9 times 2019 earnings
(Source: FactSet) amid fears for the Thai economy with business
confidence shaken by the trade war and the resultant global industrial
slowdown. Longer term we see a well-managed bank posting solid
returns on assets in a high growth potential economy.

As we have written in prior months, China has stimulated its economy
moderately, apparently aiming for stabilisation rather than acceleration
(see Chart 3, the China Credit Impulse Chart). Prior surges in Asian
markets, such as in 2015 and 2017 appear unlikely in this context. As a
result we have upgraded the portfolio to adhere to higher quality and
less economically exposed companies in general, with long term growth
potential, such as Midea, Ping An Insurance and the chip makers.
Alongside these, we think many companies in Asia like Kasikornbank,
which are cyclically exposed, are nonetheless well managed, have good
balance sheets and are simply too cheap. We are confident this
combination of quality and value within the portfolio has the potential to
deliver good returns to investors.

Major Market Price to Earnings Ratios - Next 12 months

India 18.6
USA 17.7
Australia 16.9
Saudi Arabia 15.9
Indonesia 15.5
France 15.0
Canada 14.8
Mexico 14.5
Brazil 13.5
Germany 131
UK 12.7
Japan 125
South Korea 1.4
South Africa 11.1
Italy 11.0
China 10.4
Argentina  =————————— .0
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Source: Chart 1 — FactSet, Correct as at 31 October 2019.
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Source: Chart 2 — Bloomberg, Correct as at 31 October 2019.
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Source: Chart 3 — Bloomberg, Correct as at 31 October 2019.
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