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NAV $1.2020/ unit
Entry price $1.2056 / unit
Exit price $1.1984 / unit

Inception Date

31 August 2022

Status

Open for investment

Management Fee

1.00% of NAV

Performance Fee

20% of returns in excess of a hurdle return
of 9% per annum of NAV, subject to a
high-water mark paid annually

3 months (9.2%) (8.3%)
6 months (3.0%) (7.0%)
12 months 1.7% (9.0%)
2 years (annualised) 26.0% 12.3%
3 years (annualised) 25.0% 11.5%
Since inception (annualised) 23.5% 12.6%

Since inception (aggregate) 102.2% 60.9%
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US equities continued their upwards momentum during the
quarter, resetting all-time highs, supported by lower policy
rates following the Fed's 25bps December rate cut.
November US CPI fell to 2.7% in November vs. expectations of
3.1% and paired with US unemployment rising to a four-year
high of 4.6% in November (from 4.4%), has seen confidence
build for further federal funds rate reductions through 2026.

Domestically, the RBA held the cash rate at 3.6% in December,
flagging uncertainty in the next move. Whilst inflation has
slowed, it remains stubbornly above target largely driven by
housing and labour costs (after adjusting for the rolling-off of
electricity rebates) with the labour market remaining tight,
albeit continuing to show signs of a gradual easing. With
further signs of a pickup in private sector demand, the RBA
flagged risks to inflation and signalled that the next move in
interests rates could be upwards following three cuts in 2025.
The hawkish tilt is a stark contrast to the US during the
quarter and solidified a reset in market expectations, which
are now pricing between one to two rate hikes during 2026.

Despite elevated levels of uncertainty both domestically and
globally, and the S&P/ASX200 Accumulation Index retracing
its October highs by 3.6% by year-end, Australian equities
continue to trade near record levels, with valuations ~18x
12-month forward earnings, above the long-term average of
approximately ~15x. That said, we are beginning to see more
bifurcation with the ASX200 ex Resources down 6.4% during
the quarter, largely offset by a 11.3% rally in the Resources
sector.

We expect market conditions into early 2026 to remain
volatile dominated by the release of economic data,
monetary policy decisions and the 1H26 reporting season in
February. In this environment, we continue to hold a
meaningful cash balance to preserve flexibility, positioning us
to deploy into high conviction opportunities as they arise
(similar to Berkshire, who we note is currently holding ~30%
cash, and has historically used this to take advantage of
market volatility).
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' Performance net of fees and costs, and assuming distributions are reinvested. Inception date 31 August 2022. Past performance should not be taken

as an indicator of future performance.

2 Entry and Exit prices reflect the Net Unit Value as of 31 December 2025, adjusted by the buy-sell spread (currently 0.30%).
¢ Fund outperformance / underperformance (net of fees and costs) vs. S&P [ ASX 300 Accumulation Index.
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The Fund continues to execute on its investment process

With valuations high relative to history, we believe equity markets leave little margin for error. In this environment, any negative
surprises, whether macroeconomic or geopolitical, are increasingly likely to prompt a period of elevated market volatility.
Against this backdrop, the Fund is well positioned:

¢ We continue to actively manage our existing investments, where we have had a tangible impact on the strategic
direction of several portfolio companies. We see further scope for growth and value creation within the current
portfolio, with Fund performance exhibiting low correlation to the broader Australian equity market, which remains
heavily weighted to banks and large miners.

¢ We maintain a meaningful cash balance and are well placed to take advantage of periods of disruption or volatility,
either by increasing exposure to high conviction holdings or investing in new opportunities where we believe we can
influence outcomes and unlock value.

e While the broader market appears expensive, we continue to see pockets of opportunity for investors prepared to do
the work. Our disciplined and repeatable approach allows us to identify situations where value can be created
through improved management, simplified structures, cyclical recovery or better capital allocation.

Fund's consistent and repeatable investment screening process:

BARRIERS TO EARNINGS

NTA BACKING ENTRY GROWTH QUALITY EXECUTABILITY
Real assets ] -
providing Econpmm mﬁat Structural growth FILEE T2 ES Can we influence
downside orunique sefling tailwinds? ERTIREELED the outcome?

) proposition? revenue?
protection?
Lendlease

Lendlease traded down over the quarter (ASX: LLC -5.5%), with interest rate dynamics

continuing to weigh on rate-sensitive real estate stocks. Towards the end of the

quarter, LLC announced progress on the $2bn of planned capital recycling during FY26

with a binding agreement exchanged for the ~$400m sell down of The Exchange TRX T oW CORE
retail mall, a full divestment of LLC’s 60% interest in the adjacent office tower in BUSINESSES
Malaysia and affirmation that the sale of their ~25% remaining stake in the Keyton

retirement business is progressing with exclusive negotiations underway.

Whilst gearing is expected to be elevated at the 1H FY26 result (a function of it

transaction timing), the ~$1bn in proceeds from settlement of the TRX and Keyton
selldowns, in addition to ~$300m in proceeds from settlement of the Crown Estates GEOGRAPHIC
. . . PRI . SIMPLIFICATION
transaction, and a further $lbn of capital recycling initiatives underway, provide a clear
line of sight to significantly reduced gearing and commencement of the up to ~$500m

buyback during 2H FY26. We see this as a key catalyst for a re-rate of LLC. RO oer

In late December, LLC announced it had secured a $2.2bn prime over station office
development in Hunter Street, Sydney, a project that is targeted to commence in FY27 DOWNWEIGHT
. . . ) . . . CONSTRUCTION
and complete in 2032. In conjunction with the luxury residential development site at 175
Liverpool Street secured in July and large developments at One Circular Quay and
Comcentre in Singapore currently underway, the win adds to the medium-term
earnings visibility in the development segment.
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Despite progress on execution across the simplification strategy, the stock has continued to drift and trades at a ~30% discount to NTA,
implying limited value being attributed to the Group’s core operating businesses.

We continue to engage with the Board and management team and look forward to further progress on execution of the strategy. We

remain of the view that Lendlease is well positioned for a re-rate, as further progress is made on the simplification strategy, including:

e Further capital recycling enabling the $500m buyback (~14% of the market cap);

e  Continued replenishment of the Australian development pipeline ($25bn of opportunities identified for the next 12 months, $10bn
targeted to convert);

e Return to historical double digit ROIC performance in the development segment from FY27 driven by settlements of One Circular
Quay and Vic Harbour residential projects; and

e  Growth in new investment mandates, with ~$4bn of new FUM already underway through its international platform, alongside the
UK Crown Estate JV providing optionality over a further ~$24bn pipeline across build to-rent, life sciences and sustainable office.

Baby Bunting

Baby Bunting (ASX BBN: -17.4%) reaffirmed FY26 NPAT guidance ($17-20m) during the quarter as part of their AGM update. The business
continues to execute well against the refreshed strategy announced in June 2024, maintaining positive trading momentum:

e Comparable sales (adjusted for refurbishment closures) up +5.6% YTD;
e  Gross margin continued to improve to ~40.6%, up from 40.2% at the FY25 result; and
e  First 3 Refurbished Store of the Future sites are delivering ~30% sales uplifts, well ahead of initial expectations.

We view the AGM update as reinforcing our turnaround thesis, with tangible progress across comparable sales, margins and store
productivity. Despite ongoing macro driven volatility, particularly around interest rates and the flow on effect to consumer confidence,
we remain focused on the improving fundamentals of the business and continue to engage with management to deliver on the
significant upside we see through execution of the refreshed strategy:

e Continued rollout of the Store of the Future refurbishment program across the network (targeting 15-25% sales uplift);

e Expansion of the store network, with the potential to double the store network over time with long term plans for ~80 additional
stores (40 large format and up to 40 small format stores subject to pilot site results);

e«  Operating leverage as scale builds across the network;

e  Growth in the retail media business; and

e  Positive earnings contribution from New Zealand from FY27.

Lifestyle Communities

Lifestyle Communities (ASX: LIC -12.0%) provided an update at their AGM, building on the steady start to FY26 reported in the Ql trading
update released in October. The business has now completed 93 settlements year-to-date, and the updated contract position (150
available for settlement) implies ~30 additional potential FY26 settlements versus the October update. Inventory continues to trend
lower (202 unsold homes as of Nov-25, down 14 from October), which combined with the completion of its non-core land divestments,
has resulted in a material improvement in the net debt position ($338.3m, down from $460.5m as of 30-Jun-25. Separately, in late
December, LIC refinanced its debt facilities, securing a $300m note purchase and a $125m revolving bank facility. The refinancing
extends debt tenor and resets the ICR covenant to nil through 30-Jun-28).

LIC also announced it will offer all existing homeowners the option to transition to the new DMF model once the VCAT appeal is
determined, irrespective of the appeal outcome. We view this as a logical step that increases transparency and strengthens the brand
and reputation of Lifestyle Communities following a challenging period.

We remain constructive on the outlook, supported by:

e  Structural tailwinds from the ageing population, baby boomer downsizing and persistent housing undersupply;
e Continued balance sheet de-leveraging following non-core land divestments;
e Improving visibility on FY26 settlements as inventory declines;
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e  Optionality from the VCAT appeal, which remains a key swing factor; and
e LIC trading at a ~16% discount to NTA per share (ex-deferred tax) vs. peers trading at a substantial premium (ASX: INA ~+32% to NTA,
ASX: GLF ~+103% to NTA).

We saw the price weakness during the quarter as an opportunity to add to our position, increasing our holding to 10.4%. Following
month-end, the stock has traded well, up 14.7% month-to-date as at close on 12 January 2026.

Ingenia

Ingenia Communities (ASX: INA -5.0%) affirmed solid FY26 momentum at its AGM, reiterating guidance for 10-15% EBIT growth and
underlying EPS of 32.5-34.0 cents. With the Board and management refresh that we have supported during the period of our
shareholding delivering, we continue to see a strong outlook supported by:

e  Structural tailwinds from the ageing population, baby boomer downsizing and persistent housing undersupply;

e Accelerating land lease development activity, with new community commencements (7 planned for FY26) supporting a targeted
5-year settlements CAGR of 10-15%; and

e  Operating leverage and improved efficiency driving development returns.

Our holdings in Ingenia Communities alongside Lifestyle Commmunities, reflect our conviction in the attractive long-term fundamentals
of Australia’s land lease community sector.

GrainCorp

GrainCorp (ASX: GNC -17.6%, incl. div) was a negative contributor over the quarter following the release of FY25 results and a
subsequent trading update in mid-December. The trading update highlighted continued margin pressure and a softer volume outlook
for FY26 with management’s preliminary estimate for FY26 receival volumes of 11.0-12.0mt. This represents a material decline from the
13.3mt received in FY25, despite continued strong crop conditions, with signs that low grain prices are leading domestic farmers to hold
volumes from the market.

GrainCorp also announced the sale of its GrainsConnect Canada joint venture following a strategic review of underperforming assets
and $52m of operating losses in this business over the past three years. The transaction values GrainsConnect at C$150m on a cash-
free, debt-free basis, with GrainCorp expecting to recognise a loss on sale of approximately $5-10m.

We had previously reduced our holding in GrainCorp which mitigated the impact of the share price decline on the Fund's performance.
The next catalyst for the stock is expected to be the provision of guidance at the AGM in mid-February.
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The Fund returned -9.2% (net of fees) during the quarter to 31 December 2025. With resources and commodities stocks sitting

outside the Fund's investment mandate, the 11.3% rally in the Resources sector during the quarter resulted in the Fund
underperforming the S&P/ASX 300 index by 8.3%.

Since inception, the Fund has delivered 23.5% p.a. net returns, outperforming the S&P/ASX300 Accumulation Index by +12.6% p.a.

While recent performance has been disappointing, the Fund remains firmly focused on delivering returns by helping our
portfolio companies execute value enhancing strategies. Each our holdings have a range of short-to-medium catalysts with

the potential to deliver meaningful upside for the Fund. In the context of a volatile macro driven market environment, our track
record of unlocking “trapped value” in our portfolio companies remains compelling.
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We look forward to providing further updates on the Fund’s performance and our investments as we continue to assess the
evolving investment landscape, work proactively with our investee companies and selectively deploy the Fund's capital.
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3 Performance net of fees and costs, and assuming distributions are reinvested. Inception date 31 August 2022. Past performance should not be taken
as an indicator of future performance.
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Website: www.hmccapital.com.au

Email: invest@hmccapital.com.au
Phone: 1300 466 326

How to Invest: Refer to Information Memorandum at https://vvvvvv‘hmccopitol.com.au/our—funds/hmc—ccpitcl—pdrtners—fund—i/ If
you are a Wholesale Client you may apply for Units at: https://investor.automic.com.au/#/w/hmccp. Existing investors can login to
their Automic online investor portal at https://investor.automic.com.au/ to access information on their holding, or to apply for
additional units.

IMPORTANT NOTICE

This Update has been prepared and issued by the Trustees of the HMC Capital Partners Fund I. Each Capital Partners Trust has a
trustee which is a subsidiary of HMC Capital Limited (ABN 94138 990 593) and a corporate authorised representative of HMC Capital
Funds Management Pty Limited (ACN 154 055 446, AFSL 513 625). Each Trustee has appointed HMC Investrent Management Pty Ltd
(ACN 644 510 583) as Investment Manager for each Trust. The Trustees are HMC Capital Partners No. 1 Pty Ltd (ACN 658 946 117) (in
respect of HMC Capital Partners Trust A), HMC Capital Partners No. 2 Pty Ltd (ACN 658 946 288) (in respect of HMC Capital Partners
Trust B) and HMC Capital Partners No. 3 Pty Ltd (ACN 658 946 484) (in respect of HMC Capital Partners Trust C). This Update does not
constitute, and may not be used for the purposes of, an offer of securities or interests of any kind to any person or an invitation to
any person to apply for the issue of securities or interests of any kind — an offer of interests in the Fund is only made under the
information memorandum for the Fund (Information Memorandum). The Fund is only available to Wholesale Investors (as defined
in the Corporations Act 2001 (Cth)) (or equivalent under applicable foreign laws). The information in this Update is not intended to
provide, and should not be relied upon, for accounting, legal, tax advice or investment recommendations and is provided to the
recipient on an ‘as is’ and ‘as available’ basis and is subject to change. This Update has been prepared for the purposes of
providing general information without taking account of any particular investor's objectives, financial situation or needs. Past
performance is not a reliable indicator of future performance. Investors should, before making any investment decisions, consider
the appropriateness of the information in this Update, and seek professional advice, having regard to their objectives, financial
situation and needs.

Certain market and industry data used in connection with this Update may have been obtained from research, surveys or studies
conducted by third parties, including industry or general publications. None of HMC Capital Limited, the Trustees, the Investment
Manager or their respective representatives have independently verified any such market or industry data provided by third parties
or industry or general publications. To the maximum extent permitted by law HMC Capital Limited, the Trustees, the Investment
Manager and their respective affiliates, related bodies corporate, directors, officers, employees, partners, agents and advisers make
no representation or warranty (express or implied) as to the currency, accuracy, reliability, reasonableness or completeness of the
information in this Update and disclaim all responsibility and liability for any direct or indirect loss or damage which may be
suffered by any person in relation to any information in this Update or any error, misstatement or omission from it.
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