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Nick Burt, Executive Director and Portfolio Manager,
and Trent Larcombe, Lead Portfolio Manager at Vinva
Investment Management, review the recent quarter
from both global and Australian market perspectives.

They share insights on interpreting short-term
trading signals and address the common perception
that systematic funds frequently rotate their stock
holdings.

Could you give us an update on how the global equities
strategies have performed over the past quarter?

Q2 was marked by volatility, especially in the US, where markets
initially dropped 10% due to trade war tensions but rebounded
to close April slightly positive. May and June saw continued
strength, with global developed markets performing well. The
global equity strategies delivered consistent outperformance
across all portfolios, continuing the momentum from Q1.

While the team doesn’t take large country, sector or single-stock
bets, the US market rebounded strongly in Q2, contributing
positively. EMEA also added value, while Asia-Pacific was slightly
down. Financials and industrials were standout sectors, while
IT underperformed slightly. Overall, the portfolios showed
resilience and steady gains throughout a turbulent quarter,
reflecting strong risk controls.

Could you give us an update on how the Australian equities
strategy has performed over the past quarter?

Australia, with its heavier exposure to resources and materials,
experienced more pronounced swings — particularly in energy,
uranium and rare earths — linked to global tensions and trade
policies.

Despite the volatility, the Australian equity strategy delivered
strong performance. The portfolio’s diversified approach, with
small individual positions, helped maintain stability. Notable
contributors included Life360, which continues to grow rapidly in
the US, and IDP Education, which has suffered from poor industry
dynamics and a well-timed underweight position.
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Vinva’s Investment strategy involves identifying alpha
opportunities through various signals. Could you share an
example of how a short-term signal might prompt quicker action
compared to a longer-term signal, which may indicate future
opportunities requiring more gradual portfolio adjustments?

The investment strategy incorporates a broad range of signals
across different themes such as behavioural, sentiment, quality,
valuation and linkage models, as well as across various time
horizons. Short-term signals, which forecast returns over 5 to
20 days, are used sparingly due to their higher turnover and
transaction costs. These signals aim to capture short-lived
mispricings or sentiment-driven movements, often based on
flow-oriented data.

When trading short-term signals, the portfolio construction
process becomes crucial. The team carefully evaluates round-trip
transaction costs to determine whether a trade is worthwhile.
Often, these signals serve more as timing tools rather than direct
alpha generators. For example, if a stock looks attractive on
long-term signals but short-term indicators suggest near-term
weakness, the strategy may delay entry to optimise timing and
cost efficiency.

Ultimately, short-term signals are integrated thoughtfully,
balancing their potential with cost and liquidity considerations.
Their role is to enhance decision-making rather than drive large
portfolio shifts, ensuring trades are both opportunistic and
economically sound.

Systematic funds are often perceived as having high stock
turnover. How does that apply to Vinva’s portfolios, and what
impact does this have on after-tax returns?

The high turnover figure in a portfolio can be misleading, as
it doesn’t reflect the distribution of trades across the fund.
Typically, a large portion of the portfolio remains relatively
static, while most of the trading activity occurs in a smaller
segment. The fund’s strategy focuses more on long-term signals
and insights, leading to frequent adjustments or fine-tuning of
existing positions rather than initiating or closing them entirely.

Q2 2025 Vinva Systematic Equities Update - July 2025 | 1



Headline turnover numbers can also misrepresent the tax
implications of trading. Not every trade results in a taxable event,
especially when trades are aligned with long-term fundamentals.
Many trades involve accumulating positions rather than realising
gains or losses, which helps mitigate tax drag. Despite concerns
about turnover, the fund has delivered strong after-tax outcomes,
as reported by clients.

Additionally, the portfolio construction process includes
tracking transaction costs for each stock and trade. These costs
are monitored closely during execution, ensuring that trading
decisions are informed and efficient. This detailed oversight helps
maintain the integrity and performance of the portfolio.

Watch the video here
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Important Information: This material has been delivered to you by Magellan Asset Management Limited ABN 31 120 593 946 AFS Licence No. 304 301 (‘Magellan’).
This material has been prepared for general information purposes only and must not be construed as investment advice or as an investment recommendation. It does
not take into account your investment objectives, financial situation or particular needs. This material provides information about strategies and funds managed by
Vinva Investment Management Limited (such a fund, an ‘Underlying Vinva Fund’). Magellan is the responsible entity of certain funds (each, a “Fund”), which invest
substantially all of their assets in certain Underlying Vinva Funds. Units in such Funds referred to herein are issued by Magellan. This material does not constitute an
offer or inducement to engage in an investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell or subscribe for interests in
any type of investment product or service. You should obtain and consider the relevant Product Disclosure Statement (‘PDS’) and Target Market Determination (‘TMD’)
and consider obtaining professional investment advice tailored to your specific circumstances before making a decision about whether to acquire, or continue to hold,
the relevant financial product. A copy of the relevant PDS and TMD relating to the relevant Magellan financial product may be obtained by calling +61 2 9235 4888 or
by visiting www.magellangroup.com.au.

Past performance is not necessarily indicative of future results and no person guarantees the future performance of any Fund, the amount or timing of any return from
it, that asset allocations will be met, that it will be able to implement its investment strategy or that its investment objectives will be achieved. Statements contained in
this material that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of Magellan or the third party responsible for
making those statements (as relevant). Such statements involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed
thereon. This material may contain ‘forward-looking statements’. Actual events or results or the actual performance of a Magellan financial product or service may differ
materially from those reflected or contemplated in such forward-looking statements. This material may include data, research and other information from third-party
sources. Magellan makes no guarantee that such information is accurate, complete or timely and does not provide any warranties regarding results obtained from its
use. This information is subject to change at any time and no person has any responsibility to update any of the information provided in this material. No representation
or warranty is made with respect to the accuracy or completeness of any of the information contained in this material. Magellan will not be responsible or liable for any
losses arising from your use or reliance upon any part of the information contained in this material. This material and the information contained within it may not be
reproduced, or disclosed, in whole or in part, without the prior written consent of Magellan

Further information regarding any benchmark referred to herein can be found at www.magellangroup.com.au/funds/benchmark-information/. Any Vinva trademarks
used herein are reproduced with permission. Any other third-party trademarks contained herein are the property of their respective owners, are used for information
purposes and only to identify the company names or brands of their respective owners, and no affiliation, sponsorship or endorsement should be inferred from such
use. (300425-#W11) UID023
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