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QUARTERLY INVESTMENT COMMENTARY

The Fund’s Class A units returned 22.4% for the quarter versus 5.0% for the benchmark S&P/ASX300 Accumulation Index.
As we have highlighted previously, our investment philosophy is not benchmark cognisant and our portfolios would normally
vary materially from the benchmark S&P/ASX300 Accumulation Index. The Fund’s returns are therefore likely to deviate from
those of the benchmark. Investors are reminded that given the long-term, contrarian, valuation-based investment philosophy,
there will be times when the Fund will materially underperform its benchmark in the short-term in order to achieve its objective
of long-term outperformance.

In this quarter’s commentary we discuss Domino’s Pizza Enterprises.

DOMINO’S P1ZZA ENTERPRISES

A few years ago, Domino’s Pizza Enterprises (“Domino’s”) was a market darling. Its focus on digital ordering, a creative menu,
efficient logistics, and affordable prices produced consistent growth in same-store sales, franchisee and company profits, and
store roll-out. After conquering the Australian market, Domino’s expanded by acquiring franchise rights and operations across
Europe and Asia, secking to replicate its domestic success on a global scale. By 2021, Domino’s held the exclusive master franchise
rights in ten countries, and in that financial year Domino’s grew its network of stores by 10% and grew same-store sales by 9%,
as the stay-at-home impact of Covid helped to turbo-charge growth. With high returns on capital and a scalable business model,
the market valued Domino’s at $13.9 billion or $160 per share in September 2021.

Domino's Key Metrics
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Over the past four years, this bullish story has unravelled. Store growth has stalled, same-store sales have been effectively flat,

costs have risen, and profitability has been squeezed. After repeatedly failing to turn around key markets such as Japan and France,
year after year, the much-hyped management team has been ousted. At quarter-end, shares of Domino’s changed hands at $13.48

per share, a stunning 92% decline from its peak.

Notices: Past performance is not indicative of future performance. The Fund’s unit prices fluctuate and are not guaranteed. Returns may decrease or increase
as a result of currency fluctuations. When making an investment in the Fund, an investors capital is at risk.
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Domino's Share Price
Last 15 Years (AUS)
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Sources: Bloomberg, Contrarius Research

The market was excessively optimistic about the company’s future in 2021, and we believe it is being unduly pessimistic today.

Short-term concerns

At present, a key market concern is the risk of a dilutive equity capital raise. The bearish argument goes like this: Domino’s is a
struggling, loss-making business with a rising leverage ratio (measured as net debt divided by adjusted EBITDA) that is steadily
approaching bank loan covenant levels, and thus a dilutive equity capital raise is imminent. A superficial scan of the company’s
recent results finds support for this view. Firstly, Domino’s reported a net loss of $4 million in the financial year to June 2025
(“FY25”), its first loss since going public twenty years ago. Secondly, its leverage ratio rose from 2.35x to 2.57x over the past year,
with its bank loan covenant level lurking nearby at 3.0x. A more detailed review, however, leads us to a different conclusion.

The reported loss in FY25 was partly driven by the closure of over 300 unprofitable stores, or about 8% of Domino’s store
network. Closing stores means exiting leases, retrenching staff, and impairing assets, with hefty associated upfront costs.
Excluding these sorts of one-off costs, Domino’s reported underlying net income of $117 million in FY25 and underlying free
cash flow in excess of $100 million.

The rising leverage ratio is also somewhat misleading, although this requires some background. One of the benefits of having
operating businesses in Japan and Europe is that Domino’s can borrow money in these markets at very low interest rates, helping
lower the company’s cost of capital. This is reflected in the interest rate it pays on its bank loans, which averaged 2.7% in FY25.
There is a risk that a strengthening Yen or Euro increases the principal amount borrowed (when translated back into Australian
dollars), however this is offset by a similar impact on profits being generated by Domino’s businesses in those regions. In FY25,
both the Yen and Euro strengthened meaningfully, but this only occurred towards the end of the financial year. This meant that
overseas borrowings (which are translated into Australian dollars at period-end exchange rates) increased sharply while overseas
carnings (which are translated at average exchange rates over the period) saw only a modest benefit. This effect drove much of
the increase in the leverage ratio in FY25. In fact, if one excludes the impact of currency movements, Domino’s actually reduced
net debt by about $50 million during the year (in addition to taking the large upfront losses related to store closures discussed
above).

The Executive Chair Report in the company’s latest Annual Report could not be clearer: “We are paying down debt and have
no need to raise capital”. As a holder of over a quarter of the company’s shares, we believe the Chair is well aligned with the

interests of shareholders.

To be clear, we aren’t ruling out the possibility of a dilutive equity capital raise. Instead, we are suggesting that the probability
may be significantly lower than the market believes.
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Trading at a discount

Domino’s is operating at its lowest level of profitability in 15 years—see the Chart below. Despite depressed profitability, at the
little in the way of improvement.

Adjusted EBIT / Network Sales

current share price, the market is valuing Domino’s at about 11x underlying earnings. It seems that the market is expecting very
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A handful of other valuation methods tell the same story. Domino’s Enterprise Value is at its lowest level relative to its network
sales and adjusted EBITDA. Compared to the US-based brand owner, Domino’s Pizza Inc. (a rough proxy for the strength of
the Domino’s brand and operating model more broadly), Domino’s is trading at its lowest level.

Enterprise Value Compared to Sales and Profits Domino's vs Domino's Pizza Inc.
— Enterprise Value / Network Sales — Enterprise Value / adjusted EBITDA (RHS) Relative share price performance over the last 20 years.
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Note: Enterprise value is calculated as the market capitalisation plus net debt excluding lease liabilities. Adjusted EBITDA includes right-of-use asset
depreciation expense.

Sources: Domino’s Pizza Enterprises, Bloomberg, Contrarius Research

Strategic changes

New management have been refreshingly transparent about the company’s missteps and headwinds. Aggregators such as Uber
Eats and DoorDash have increased competition in the home delivery space, and trying to “out-tech” them is folly. In Japan,
Domino’s mistook a cyclical upswing for a structural one and expanded far too quickly. In France, the operating model is not
working as desired. More broadly, the company needs to simplify, cut costs, and improve store profitability in order to restart

growth.

Recent strategic moves by the company are encouraging. Domino’s closed 233 loss-making stores in Japan, about 23% of its
network, with a renewed focus on store profitability. France also saw selective store closures and new leadership. Domino’s is
shifting more of the critical decision making to country head offices and thus empowering them to make decisions faster and
closer to end customers. In Malaysia, Domino’s recently saw a notable rebound after elevating locally tailored products and
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promotions and implementing more targeted advertising. Domino’s is in the process of reducing complexity, “looking top-to-
bottom, at everything” to reduce costs and produce a more efficient business. A focus on pizza volumes is shifting to a focus on
store profitability. These all seem like sensible changes. After four years of repeated disappointment, it is easy to forget that
Domino’s has a powerful business model that can be exceptionally rewarding when functioning well. Based on the current share
price, it appears that market has indeed forgotten this.

Summary

Domino’s is a former market darling that has fallen out of favour. Its underlying fundamentals are clouded by four years of
repeated disappointment, short-term concerns and excessive market pessimism. For long-term, contrarian, bottom-up stock
pickers like ourselves, this combination of factors presents a compelling investment opportunity, and Domino’s is now a top-10
position in the Fund.

CONCLUSION

At quarter-end the Fund is overweight selected Materials, Consumer Discretionary and Communication Services shares. The
Fund’s portfolio composition is extremely different to the current composition of the S&P/ASX 300 Accumulation Index. We
believe that valuation disparity within the market creates meaningful opportunities for contrarian investors like ourselves.
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NOTICES

Past performance is not indicative of future performance. The Fund’s unit prices fluctuate and are not guaranteed. When making
an investment in the Fund, an investor’s capital is at risk.

This report has been prepared for general information only, and does not constitute personal financial advice nor a recommendation to
buy, sell or hold, nor an offer to sell or a solicitation to buy or hold units in the Fund, securities mentioned in it or any other interests.
The report has been prepared without taking into account your objectives, financial situation or needs. Before acting on any such
information, you should consider the appropriateness of the information provided in the report, and the nature of the relevant financial
product having regard to your objectives, financial situation and needs. Investors should review the Fund’s Product Disclosure
Statement and Reference Guide (together, the “PDS”) and Target Market Determination (“TMD”) before making any investment
decision. The PDS and any additional Fund related information such as daily unit prices can be obtained by contacting Contrarius
Australia or from www.contrarius.com.au. The TMD describes who this financial product is likely to be appropriate for (i.c. the target
market) and any conditions around how the product can be distributed to investors. It also describes the events or circumstances where
the TMD for this financial product may need to be reviewed. The TMD for the Fund is available at
https://www.contrarius.com.au/InvestWithUs/HowTolnvest/.

The Fund was registered with the Australian Securities and Investments Commission on 9 December 2022. The Australian Registered
Scheme Number (“ARSN”) is 664 226 331. The inception date of the Fund and Class A units is 16 May 2023. The Fund is offered by
Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298, AFSL 240975), as the Fund’s Responsible Entity. Equity Trustees
is a subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX:
EQT). Equity Trustees has appointed Contrarius Investment Advisory Pty Limited (“Contrarius Australia”) (ABN 48 618 145 449,
AFSL 506315), an Australian incorporated company, to invest and manage the assets of the Fund. Contrarius Australia is the sole
distributor of the Fund in Australia.

This report has been prepared by Contrarius Australia in its capacity as the investment manager of the Fund. The information in this
report is not intended for, and may not, without the express consent of the Contrarius Australia and Equity Trustees, be distributed to
or relied upon by any other person, including without limitation, any advisory or other client of the recipient. It may not be complete
and up to date for the purposes of investors of the Fund.

Disclaimer. The report is current as at the date of publication, is given in good faith and has been derived from sources believed to be
reliable and accurate. The information and materials contained in this report including all terms, conditions, and descriptions are subject
to change without notice. Any views expressed in this report reflect the current views of Contrarius Australia, and not that of Equity
Trustees, and do not necessarily represent the view of any other members of the Contrarius Group. The views expressed may change
without notice or liability. Other than for information on the Contrarius Group or the Fund, Contrarius Australia, Equity Trustees,
nor any of their related parties, have independently verified any information in this communication. Subject to applicable law, neither
Contrarius Australia, Equity Trustees, nor any of their related parties, directors or employees, provide any warranty of accuracy,
completeness, reasonableness or reliability of this information, or accept liability or responsibility for any losses, whether direct, indirect
or consequential, relating to, or arising from, the use or reliance on this information. This report has not been prepared in accordance
with legal requirements designed to promote the independence of investment research. Entities and employees of the Contrarius Group
are not subject to restrictions on dealing in relevant securities ahead of the dissemination of this report.

Permission to Access. This report and its contents have not been reviewed by, delivered to or registered with any regulatory or other
relevant authority in any jurisdiction. This report is intended for limited distribution and only to the extent permitted under applicable
laws in any jurisdiction. No representations are made with respect to the eligibility of any recipients of this report to acquire interests in
securities under the laws of any jurisdiction. The Fund (or the PDS) has not been registered under the laws of any jurisdiction outside
Australia. The Fund may not be offered or sold in the United States of America or to ‘U.S. Persons’ (as defined in ‘Regulation S’ of the
Securities Act of 1933, as amended).

Sources. The benchmark for the Fund is the S&P/ASX 300 Accumulation Index (“Benchmark”). The Benchmark and associated data
are a product of S&P Dow Jones Indices LLC, its affiliates and/or their licensors and has been licensed for use by Contrarius Australia.
© 2025 S&P Dow Jones Indices LLC, its affiliates and/or their licensors. All rights reserved. Redistribution or reproduction in whole
or in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones
Indices LLC’s indices please visit www.spdji.com. S&P" is a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”)
and Dow Jones” is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Neither S&P Dow Jones Indices
LLC, SPES, Dow Jones, their affiliates nor their licensors (“S&P DJI”) make any representation or warranty, express or implied, as to
the ability of any index to accurately represent the asset class or market sector that it purports to represent and S&P D]JI shall have no
liability for any errors, omissions, or interruptions of any index or the data included therein.

Contact. Correspondence in relation to Contrarius Australia’s business or enquiries about the Fund can be addressed to:
Tower One, International Towers Sydney, Level 40, 100 Barangaroo Avenue, Barangaroo, NSW, Australia 2000 or
investorservices@contrarius.com.au.
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