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INVESTMENTS

2025 Annual General Meeting
Managing Director’s Address

Delivered by Mr. Jason Beddow at the 79th Annual General Meeting of Argo
Investments Limited (Argo or Company) held at the Adelaide Convention Centre on
Wednesday 22 October 2025 at 10.00am.

Market overview - the US influence and impacts
For most of last year, investment markets globally were fixated on when the US

Federal Reserve would begin its monetary easing cycle. The first interest rate cut
came in September 2024. However, following the election of President Trump,
expectations of accelerating inflation resulting from tariffs, put further rate cuts
on hold.

The US Federal Reserve did not cut rates again until September 2025. This,
combined with a global frenzy in Al investment, has pushed US markets to all-
time highs. Gold, Bitcoin and many other assets have also followed an upward
trajectory.

The US now dominates global markets more than ever and is at the epicentre of

the current Al and technology investment boom. The top eight companies in the

US are now worth over USS22 trillion. To put this in context, chip maker Nvidia is
alone now valued at USS4.5 trillion, which is about the same size as the German

economy, the third largest globally.

The growth of many of these companies has been fuelled by the rush of Al-
related investment. According to JP Morgan, approximately 46% of the S&P 500
Index’s market capitalisation is now somehow linked to Al.

This has pushed overall market valuations, on a simple forward price-to-earnings
basis, to levels not seen since the first tech boom of the late 1990s. However, if
history is any guide the current technology rally may have further to run. It is
worth remembering that despite markets already looking expensive after
doubling in the preceding 12 months, the NASDAQ Index went on to double again
between October 1999 and March 2000.
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While we are certainly not suggesting markets will follow the same trajectory,
those who have followed markets long enough will recall how that episode
ultimately ended.

Australian market overview
Following the strong lead from the US, Australian equities have also advanced

and are similarly trading around all-time highs, having gained another 6% since
30 June 2025. Certain parts of the market have had amazing share price
performance since the short-lived market sell-off in April this year following
Donald Trump’s Liberation Day tariff announcements. For example, Life 360 is up
over 300% and many gold stocks have doubled.

In fact, the past three years has been a stellar period for equity investors with the
S&P/ASX 200 Accumulation Index (Index) up nearly +50%.

Investment portfolio
While we clearly want some exposure to high growth and high price-to-earnings

(P/E) multiple stocks, we continue to diversify our portfolio to maintain balanced
performance over longer time periods and to deliver shareholders a relatively
smooth dividend profile through market cycles.

With this in mind, our recent acquisitions have primarily focused on companies
offering strong and growing cashflows, complemented with a small selection of
higher growth businesses in the early stages of their development.

We continue to believe that commodity demand globally will remain strong,
driven by increased spending on defence, data centres - including the power and
infrastructure to run them - and the continuing rollout of renewable energy
assets. The supply to meet this demand is likely to cost more and take longer to
deliver than expected, which should support higher commodity prices over the
long term. This is our expectation regardless of any shorter-term impacts of
increasing trade tensions between the US and China.

In line with this thematic, we have modestly added to our BHP, Rio Tinto and
Worley holdings. We have also added to our holdings in Amcor, Clarity
Pharmaceuticals, Sonic Healthcare and CSL. Generation Development Group is a
new holding benefitting from strong structural tailwinds in financial services. We
have also made a modest pre-IPO investment in Firmus Technologies, a data
centre company with intellectual property assets in liguid cooling.

We fully exited positions in GPT, Chrysos Corporation and Healius - the latter
was a disappointing investment after showing so much promise during the COVID
pandemic.
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With rich share price valuations, we recently trimmed our holdings in Eagers
Automotive and Lynas Rare Earths - both up over 100% in the past 12 months -
as well as Macquarie Group and Wesfarmers.

CSL
CSL has been one of the most hotly debated stocks for the past couple of years

and serves as a salient example of how market sentiment and emotion can
influence share prices as much as earnings and growth forecasts.

Globally, the Healthcare sector was perhaps the most negatively impacted by
COVID. In CSL’s case, these effects were compounded by management changes,
a couple of ‘own goals’ and some failed R&D projects. This led to a period of flat
and disappointing earnings for perhaps the first time in CSL’s history.

Adding to this, proposed reforms to the US Affordable Care Act, advocated by
US Health Secretary Robert F. Kennedy Jr, are raising concerns about future
health policy. Healthcare company share prices globally have fallen amid this
additional uncertainty.

So, what does this mean for CSL? While earnings per share has fallen slightly,
the forward-looking expectations are still robust. Historically, CSL has traded at
a premium to the broader market, reflecting its earnings quality and consistent
growth. However, the market has now significantly discounted those earnings, to
the extent that CSL’s forward P/E multiple has fallen below the market

average — something not seen before.

Looking ahead, 2026 is likely to be a complex year for CSL. The company has
announced plans to demerge its Seqirus influenza business and has stepped
back from its pre-COVID plasma margin guidance. In addition, Chief Financial
Officer Joy Linton recently resigned. Despite these challenges, we believe that
the share price reaction is overdone. In time, we expect CSL will regain investors’
confidence and attention.

Lower earnings and franking expectations
Lower earnings expectations and higher stock prices have pushed the Australian

market to record high P/E ratios and similarly record low yields.

While the market looks expensive versus history, the quality of our market has
never been better. There are more growth-focused companies and fewer that are
capital-intensive and cyclical. Corporate Australia is in good health. Balance
sheets are robust and companies continue to manage well through this period of

heightened uncertainty.
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A record number of stock buybacks in the Australian market currently are
supporting valuations. An additional 17 companies announced new or extended
buybacks in the recent August corporate results reporting season, with
intentions to buy back approximately S8 billion of stock.

Mandated superannuation flows are also continuing to bolster the market. With
employment strong, population growth and increasing contributions - which rose
further to 12% in July - there are record net flows into superannuation - all
looking for a home.

The cash dividend yield for the S&P/ASX 200 Index is now at 3.2%. This
compares to the cash interest rate of 3.6% and the 10-year government bond
yield of 4.4%. Even including franking (which is only partial), Australia’s equity
market no longer provides the same yield it once did.

In this context, we believe Argo’s investment appeal increases - particularly
when compared to an Australian index-tracking ETF. Although both Argo and
Index ETFs offer extremely low-cost exposure to the Australian market, their
differences are quite stark.

Notably, while the Index dividend and franking levels have declined, we continue
to grow our fully franked dividend. Based on Argo’s current share price and the
37.0 cents per share fully franked annual dividend for financial year 2025, our
yield is 4.0%, or 5.7% when the 100% franking credit is attributed.

Our portfolio turnover is low, which we believe is prudent in minimising tax
leakage for shareholders, rather than pursuing a high turnover strategy to chase
short-term Index returns. However, the positioning of our portfolio is very active.
For example, 7 of our top 20 holdings are not in the Index’s top 20, and 16 of the
80 stocks in our portfolio are not in the S&P/ASX 200 benchmark Index at all.

We believe our portfolio positioning will deliver superior dividend growth and, in
time, capital appreciation compared to the Index - although we acknowledge
that achieving both at the same time is a challenge.

With our current portfolio and franking balance, we are confident that we can
conservatively grow the Argo dividend. We believe this will become increasingly
attractive in a lower-yield world, especially against partially or unfranked
alternatives. We continue to believe that the fully franked income growth alone is
a compelling reason to own Argo.
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Outlook
Some support from previous interest rate cuts will continue to filter through the

economy. Consumer-facing businesses should see improving conditions as lower
interest rates begin to ease cost-of-living pressures. Prices of fuel, shipping and
imported goods have fallen and macroeconomic data reflects a resilient
economy.

However, the outlook for Australia remains highly contingent on offshore
developments, and we remain alert to a range of challenges, including
geopolitical uncertainties. As we have seen in just the past fortnight, renewed
tariff tensions between the US and China have once again spooked markets —
just as it appeared that the major tariff-induced volatility was behind us.

Given geopolitical risks persist and valuations remain stretched, we continue to
take a conservative approach to managing Argo’s portfolio. In this environment, |
highlight the defensive and diversified nature of Argo’s portfolio - attributes that
help ensure our portfolio is less susceptible to sharp market swings.

Thank you
| would like to acknowledge the efforts of all Argo staff. Our small team

continues to be fully committed to the Company’s success across both our
Adelaide and Sydney offices, and | thank you all.

| also welcome Peter Warne as the new Chairman of Argo. | have enjoyed working
with him for the past year. | also acknowledge the work of the Non-executive
Directors and look forward to continuing to work with them as we best navigate
Argo through this next period for you, our shareholders.

| would particularly like to thank Chris Cuffe AO for his contribution to Argo as a
Board member. It has been a great pleasure for me personally, debating markets
and stocks with you, and | will miss your insights and market feel. | wish you well
in your future endeavours.

| would also like to congratulate and welcome Symon Parish to the Board. | look
forward to continuing the strong relationship that | and the management team
have with the Argo Board.

| wish all of our shareholders well for the remainder of the year. We thank you for
your continued support and | look forward to seeing you for our roadshow in May
2026.
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