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Executive Summary

The investment regime that
shaped the past three decades is

giving way to something different.

Deep global integration, falling
interest rates and abundant
liquidity created an environment
in which asset prices rose,
valuations expanded, and passive
exposure was consistently
rewarded. These conditions can
no longer be taken for granted.

The structural imbalances that
accumulated during this period
are becoming harder to ignore.
Debt levels have climbed across
governments, corporations and
households, while fiscal flexibility
has steadily narrowed. At the
same time, economic nationalism
is beginning to reshape trade and
capital flows, reversing some of
the forces that underpinned the
era of easy returns.

Risk premia remain compressed
and the benefits of diversification
appear weaker than many
investors assume. Income, once
readily available across asset
classes, is becoming both scarcer
and less dependable at precisely
the moment investors need it most.

Periods of transition tend to
expose assumptions that were
never tested during the good
years. The question for investors
isn’t whether the world is changing
- it most certainly is. Instead, it’s
whether they’re ready for what
comes next.

This paper explores what has

changed, why it matters, and

where the opportunities lie for
those willing to look.



Introduction

In the mid 19th century, the not-yet-famed essayist and
philosopher Ralph Waldo Emerson was still a successful
man by the standards of his time. He had been educated
at Harvard, ordained as a Unitarian minister, and was on
a path toward intellectual authority and public respect.

But despite being a minister, the
practices of the church weren’t
sitting well with him - Emerson
couldn’t accept them on a
foundation of tradition alone.

He resigned from the pulpit

in his early thirties when he
found that he couldn’t continue
to go through the motions of
administering communion,
questioning all the rituals

clerics performed unthinkingly,
institutions that derived authority
from history rather than
relevance, and habits of thought
that persisted simply because
they were familiar. What troubled
him was not tradition itself, but
the way it could continue long
after the conditions that justified
it had passed.

It is no accident that Emerson’s
well-known essay Self-Reliance
emerged from that experience.
The essay is often read as a
declaration of individualism, but
it is more precisely a warning:
that inherited thinking hardens
into habit, that past success dulls
judgment, and that conformity
feels safe only because it spares

us the discomfort of reassessment.

Emerson couldn’t have put it

more clearly, “imitation is suicide”.

We would do well to apply
Emerson’s lessons to financial
markets. Investment approaches
are shaped by experience, and
experience is shaped by the
conditions of its time. For much
of the past three decades, those
conditions rewarded leverage,
global reach and faith in ever-
lower funding costs. Strategies
formed in that environment have
come to feel like doctrine.

This paper begins from a
different premise: that the

beliefs and assumptions that
underpinned the recent global
system of markets are changing.
Emerson’s challenge was to think
independently of precedent. For
investors today, the challenge is
the same.

“Inherited thinking
hardens into habit,
that past success
dulls judgment,
and that conformity
feels safe only
because it spares
us the discomfort
of reassessment.”
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Part 1: The decline of globalisation

A brief history of
globalisation

The early 1990s marked a shift in the global economic
order. The circumstances that enabled international
trade as we’ve known it are grounded in 3 major shifts:

@ The liberalistion of planned economies

The collapse of the Soviet Bloc brought Eastern Europe into

the global economy, while China devalued the renminbi in 1994
and later joined the World Trade Organization in 2001. Across
Asiq, liberalisation expanded trade, attracted foreign capital
and integrated regional economies into global supply chains. By
suppressing wage pressures and sustaining corporate margins,
these developments supported stronger nominal cashflow
growth than would have been foreseen at the outset.

@ The establishment of international fiscal institutions

International institutions played a central role in embedding

this transformation. The creation of the WTO formalised the
reduction of trade barriers, while the IMF and World Bank
supported liberalisation, infrastructure development and capital
market integration. Global supply chains became longer and
more complex, allowing firms to specialise, scale and lower costs.
Production shifted to lower-cost regions, boosting corporate
margins while suppressing inflation in developed markets.

@ The declining cost of funding

Disinflation, strong demand for government bonds and increasingly
accommodating central bank policy pushed interest rates lower
across much of the developed world. After the Global Financial
Crisis, this dynamic intensified. From 2009 to 2022, real interest
rates were often close to zero or even negative. Capital became
abundant, mobile and relatively unconstrained by national borders.

For investors, this regime was highly supportive. Strong

nominal cash-flow growth coincided with falling discount rates,
reinforcing higher asset prices across equities, credit and real
assets for nearly three decades. This experience shaped market
behaviour and investor expectations in ways that still influence
their decision-making today.




Part 1: The decline of globalisation

The imbalances beneath

the surface

For all its benefits, the global integration regime also
enabled the accumulation of structural imbalances that
have only grown larger over time.

Trade & Capital Flows

Trade and capital flows have
become increasingly asymmetric.
The United States in particular
runs sustained fiscal and current
account deficits financed

by large inflows of foreign
capital, without triggering the
adjustments that traditional
economic models might predict.
Rather than narrowing over time,
these imbalances have proven
remarkably persistent.

As Exhibit Tillustrates, throughout
history, regions have run enduring
current account surpluses while
others absorbed equally durable
deficits, not as temporary
dislocations but as structural
features of the system. In earlier
periods, Europe accumulated
surpluses that reflected its
position at the centre of global
trade and empire. Today, the
United States occupies the
financial core of the system,
sustaining persistent deficits

as global savings flow into

US assets.

Running a deficit isn’t inherently
bad. If that deficit is funding the
creation of productive assets,

it can support future economic
growth and justify the implied
liability. The US deficit, however,
predominantly inflated financial
assets rather than building
productive capacity. What stands
out is not the existence of the
imbalances, but their longevity.

Instead of correcting, these
flows have become embedded
in the global economic
architecture, reinforcing a
division between creditor and
debtor regions while entrenching
unequal dependencies across
the system. What has allowed
them to persist far longer

than anticipated is continued
confidence in the system: in the
dollar, in US institutions, and in
global capital markets.

“What has allowed
imbalances to
persist far longer
than anticipated is
confidence in the
system: in the dollar,
in US institutions,
and in global capital
markets.”

Exhibit 1: Current account balance by region as a share of world GDP
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Part 1: The decline of globalisation

Winners & Losers

For the past three decades this
system shaped how markets
operate: capital moved freely
across borders, supply chains
spanned continents and
monetary policy anchored
inflation expectations. These
conditions are not permanent
features of capitalism, but
instead have been features of
a specific regime.

Over time, that same regime
disproportionately rewarded
capital over labour: financial
asset holders benefited from
rising corporate profitability
and cheaper financing, while
labour bore the adjustment
cost as real wages stagnated
under pressure from a vastly
expanded global workforce.

Asset values rose faster

than incomes, and wealth
accumulated unevenly within
and between countries. For a
period, these outcomes were
tolerated because growth was
strong and inflation subdued.

Gradually, however, the political
and economic costs became
harder to ignore. Growing
inequality contributed to the
rise of populism, economic
nationalism re-emerged, and
confidence in established policy
frameworks weakened.

“Growing inequality
has contributed to
the rise of populism,
economic nationalism
has re-emerged,
and confidence in
established policy
frameworks has
weakened.”



Part 1: The decline of globalisation

The return of economic

nationalism

The world is shifting away from
deep global integration and
toward a great separation, a
period where nations compete
to retain their savings and fund
their own priorities. This fight

for capital is re-writing the rules
of global trade and finance as
supply chains shorten, defence
spending rises, and governments
encourage domestic investment.
The abundant capital that once
underpinned markets is being
replaced by a sense of scarcity.

Governments are increasingly
diverting private sector savings
away from global markets and
toward initiatives within their own
borders. The UK’s Mansion House
reforms, European defence bond
proposals, and the Australian

Future Fund’s revised mandate are

all examples of this shift in action.

These ambitions are being
pursued under tighter
constraints than policymakers
would like to admit. Many
developed economies face
high debt, persistent fiscal
deficits, and rising debt-service
costs. Some major economies,
including Japan, France and
Canada, now carry debt
exceeding three times their
annual output — more than
Greece carried in 2010 when it
was forced to request a bailout
from the EU and IMF.

Exhibit 2: G7 Countries debt to GDP (%)

400

“The world is
shifting away
from deep global
integration and
toward a great
separation - at
heart, it’s a fight
for capital.”

350

300

250

200

150

Total debt (% of GDP)

100

50

Japan France

Canada United States

B Government debt M Private debt

United Kingdom Germany

Source: Talaria, Bank for International Settlements Data Portal, 2024



Part 1: The decline of globalisation

US debt is 2.5x its annual output

and servicing that debt has become
increasingly costly as interest rates
remain elevated. History shows that
higher debt service costs, weak
market confidence, and reduced
ability to respond to shocks matter.
Debt servicing now absorbs a much
larger share of budgets, and fiscal
flexibility has shrunk as mandatory
outlays and interest payments
dominate. Interest payments on
public debt are now around USD $1T
while the total corporate tax is just
USD $452B. Importantly, this debt is
financial debt, and doesn’t include
huge future financial liabilities already
committed to, such as social security,
pension and healthcare in the future.

In the US, discretionary spending
is now capped at roughly USD
$1.8 trillion. That represents only
about a quarter of total federal
outlays, or just 25 cents of every
dollar over which policymakers
retain meaningful control. Within
that narrow band sits the defence
budget, while yearly expenditure
on mandatory programmes

such as Social Security, Medicare
and Medicaid, together with net
interest payments, account for the
remaining three-quarters. The rapid
de-emphasis of the Department
of Government Efficiency (DOGE)
illustrates what happens when
ambitious cost-cutting rhetoric
collides with the scale and rigidity
of these structural obligations.

Exhibit 3A: US National debt in USD over the last 100 years
(inflation adjusted)
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Source: Talaria, Fiscal Data - US Department of the Treasury

Exhibit 3B : The annual US federal deficit is the deepest in
history outside recession
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Source: US Congressional Budget Office, US Office of Management and Budget, Talaria

Exhibit 4: Mandatory spending now dominates US outlays, discretionary at historic lows
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Part 2: Changing investment landscape

Valuations

What is often overlooked in this story is the extent to which

deficit spending and debt accumulation have supported growth
in the corporate profit pool: a deficit in one area of the economy

is a surplus in another. This creates an inconsistency between
the anxiety around debt and the exuberance around earnings,

and it is that expanding profit pool which helped justify the
re-rating of markets that followed.

Exhibit 5: US government deficit and corporate free cash flow
(% of GDP)
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Source: FRED, Talaria

Valuation is ultimately driven by three variables:

@ The required return,
@ Nominal cashflow growth
@ The cost of funding

For nearly thirty years, two of those three moved in the same
favourable direction. Deficit spending sustained corporate cashflows,
globalisation suppressed costs and boosted margins, and steadily
falling funding costs did the rest. With the required return broadly
stable, the arithmetic of higher valuations largely took care of itself.

“What is often
overlooked is the
extent to which deficit
spending in the US
has supported the
corporate profit pool.”
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Part 2: Changing investment landscape

Those conditions are now shifting.

The forces that supported
nominal cashflows, deep global
integration, free trade, mobile
capital and access to low-

cost production, are reversing.
Meanwhile the structural tailwind
that kept funding costs low is
fading: for years, capital recycled
from low-cost producers back

This matters because current
market valuations already
embed strong assumptions about
future growth. Forward price-
to-earnings multiples for the

S&P 500 sit near historical highs,
applied to earnings forecasts
that assume profit margins
remain unusually elevated: a
peak-on-peak setup. But the

“If cash-flow growth
faces structural
headwinds while
financing costs
remain elevated, the
forces that pushed
valuations higher

into developed market sovereign more important question is not no longer apply”
debt kept yields low across the whether margins fall from here.
entire system. That flow is now It is whether the forces that
under pressure. drove them higher, falling input
costs, cheap financing and ever-
If cashflow growth faces deepening globalisation, can
sltructgrcnl heodwmds'whlle continue to do so.
financing costs remain elevated,
the forces that pushed valuations If those tailwinds have structurally
higher are at best no longer faded, markets priced for
a tailwind. exceptional outcomes may find
that even a perfectly ordinary
future disappoints.
Exhibit 7: S&P 500 net profit margin vs forward P/E
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Source: FactSet
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Long-term valuation measures
reinforce this picture. The Shiller
CAPE, or cyclically adjusted price-
to-earnings ratio, smooths out
short-term earnings volatility by
averaging profits over ten years,
giving a cleaner read on whether
markets are cheap or expensive
relative to history. On that
measure, US equities currently

sit at around 40 times earnings,
a level exceeded only briefly
during the dotcom peak of the
late 1990s.

High valuations are not
deterministic — expensive
markets can stay expensive, and
cheap markets can get cheaper.

But starting points matter. As
the chart below illustrates, every
period in which the Shiller P/E
began near current levels has
been followed by negative or
negligible real returns over the
subsequent decade. The dotcom
peak is the nearest comparable,
and investors who bought then
waited the better part of a
decade to break even.

In this context, chasing recent
winners means paying for past
success at a point where elevated
valuations leave almost no
margin for error.

Exhibit 8: Shiller P/E and subsequent 10-year annualised return
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Part 2: Changing investment landscape

Diversification

Harry Markowitz, the Nobel Prize-
winning economist who pioneered
modern portfolio theory,
famously described diversification
as the only free lunch in investing.
His insight was that combining
assets whose returns are not
correlated can reduce risk
without sacrificing expected
return. In practice, however, many
portfolios that appear diversified
are increasingly exposed to the
same underlying drivers. Multiple
funds, broad indices and global
exposures can mask a high
degree of concentration, leaving
outcomes dependent on a narrow
set of companies, sectors or
regions.

Diversification works because
different asset classes carry
different primary risks: equities
compensate for economic
uncertainty, credit for default
risk, and government bonds

for inflation and duration.

When these risks are genuinely
distinct, correlations are low and
diversification is effective.

The current environment
challenges this. The major risk
premia are all priced aggressively.
The term premium remains

low despite rising debt levels
and inflation uncertainty. Credit
spreads sit near the bottom of
their long-term range. The equity
risk premium has compressed
sharply, though this may partly
reflect investors demanding
more from government bonds
rather than pure confidence

in equities. Together, these
conditions suggest a high degree
of optimism across asset classes
simultaneously.

Exhibit 9: Term premium

3.0

25

2.0 A

15
1.0
05

0.0

-05

-1.0

-1.5

-2.0

OO =Z NM M T WO
2923229922227
= NS o ! o
588383585938
>0y s>00gs5s >

Dec-07
Oct-08

Jul-09
May-10

Mar-11
Dec-11
Oct-12
Aug-13
May-14
Mar-15
Dec-15
Oct-16
Aug-17
May-18
Mar-19
Dec-19
Oct-20
Aug-21
May-22
Mar-23
Dec-23

Source: Durham, J. Benson, 2023, ‘What Do TIPS Say About Real Interest Rates and Required
Returns, Financial Analysis Journal, vol. 79, no. 2, pp. 21-44.

Credit risk premium

20.0

18.0

16.0

14.0

12.0

10.0

oo WA \

6.0

4.0

2.0

S R R R R R Y

885888838388°>555555558538383833
Source: Bloomberg

Equity risk premium

10.0

9.0

8.0 .

AR

6.0 | v

5.0

4.0 J 1 \J

3.0 / W\

WA

1.OV

293228929y aaqqd

C & S ¢ Cc ¢ ¢ c S & ¢ S5 c c © c c cC

83%5385388385833°>55558553838838888383

Source: Bloomberg

15



Part 2: Changing investment landscape

These premia share a common
assumption: that the risk-free
rate is appropriate and stable.
When that assumption holds,
diversification appears effective.
When it shifts, as it did in 2022,
assets assumed to offset one
another can reprice together. In
such environments, diversification
by label offers less protection
than investors expect.

This convergence has been
reinforced by rising market
concentration. Equity indices are
increasingly driven by a small
number of large-cap companies
capturing a growing share of
profits and index weights. What
looks like diversification across
regions or sectors often embeds
exposure to the same dominant
business models.

Exhibit 10: Percentage of stocks that outperformed' S&P 500 index
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Exhibit 11: S&P 500
current market cap (%)
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“True diversification depends not on the number
of holdings, but on exposure to genuinely different
sources of risk and return - a distinction that matters
more as correlations rise and assumptions converge.”

Passive investing has accelerated
this dynamic. Capital is allocated
by index weight rather than
valuation or fundamentals,
creating a feedback loop in which
rising prices attract more capital,
further increasing concentration.
While often perceived as
conservative, this embeds a
momentum trade at the core

of portfolios, systematically
increasing exposure to the most
expensive parts of the market
and, with it, valuation risk for
passive holders.

This can create the illusion

of diversification, but true
diversification depends not on
the number of holdings, but on
exposure to genuinely different
sources of risk and return

- a distinction that matters
more as correlations rise and
assumptions converge.
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Part 2: Changing investment landscape

The search for income

Income has always been a
critical component of total equity
market return, but it is becoming
harder to find. As the chart below
illustrates, total distribution yield
from the S&P 500 has roughly
halved from its peak, with
dividend yields near historic lows
and buyback activity volatile
across cycles. In Australia, bank
hybrids are rolling off, removing
another familiar source of
income.

What makes this particularly
striking is that yields are now
approaching or below the levels
seen during the dotcom crash
and the GFC, periods when
payouts were being actively cut
under severe economic stress.

For investors drawing income, all
this creates a structural problem:
these forms of income are neither
consistent nor reliable during
downturns, precisely when it
matters most.

At the same time, traditional
diversifiers have weakened.
Correlation between bonds and
equities has moved into positive
territory in recent years, reducing
fixed income’s effectiveness as

a hedge.

As hybrids roll off and yields
remain compressed, diversified
income streams that are
decorrelated from both equity
markets and interest rate risk
are becoming scarcer and
more valuable.

Exhibit 12: S&P 500 buyback yield and dividend yield
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are less accessible. In private
equity particularly, that trade-off
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have stalled and distributions
remain well below historical
norms.

In this environment, income
generated independently of
market direction and company
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critical role in preserving capital
and smoothing returns.
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Periods of transition are rarely smooth, but they
can create opportunities for investors who adapt
more quickly than the market. As conditions shift
from capital abundance toward greater scarcity,
four principles matter most:

@ Short duration

When interest rates are low and stable, investors can afford to
wait for distant cash flows. When the cost of funding matters
again, the timing and certainty of cash flows become critical.
Duration captures how exposed an investment is to changes
in interest rates and to an uncertain future: getting paid back
sooner means less exposure to whatever the future may bring.
Shorter-duration assets are less vulnerable when rates are
elevated and when the investment landscape itself is shifting.

(2) Strong balance sheets

Companies with low leverage, strong cash generation and
conservative capital structures are better positioned to navigate
higher refinancing costs and economic volatility. They retain
flexibility where others are constrained, allowing them to invest,
defend margins or return capital through the cycle.

(3) Real assets

Exposure to physical or inflation-linked assets, including
commodities and infrastructure, can help preserve purchasing
power if inflation proves persistent. In a more fragmented world,
pricing power becomes a key differentiator.

@ Diversification

In a regime defined by fragmentation, higher volatility and less
predictability, diversification must be real rather than cosmetic.
Portfolios that draw on genuinely uncorrelated sources of return
and include exposure to under owned assets are more resilient.

19



Part 3: The playbook for a new era of investing

Finding Opportunities

These principles point toward a question every investor must
eventually answer: where, concretely, do the opportunities lie?
Plotting current real yields against the maximum drawdown each
asset class has historically experienced offers a useful starting point.

As the analysis below shows,
investors can sidestep the difficult
question of whether major US
indices are rationally priced
because reasonable prospective
returns are available in other
parts of the market.

The horizontal axis shows

how much pain investors have
historically had to bear. The
vertical axis shows today’s real
yield based on 5-year forward
inflation expectations.

Exhibit 13: Asset class yields vs drawdowns
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The dotted line is a line of best
fit across the opportunity set.

Its upward slope confirms the
intuition that higher risk should
be compensated for by higher
reward. There have been periods
when the relationship has been
flat or even downward sloping.
Those environments are far more
challenging. Today the scatter
around the trend line is wide and
it is in those anomalies that the
more interesting opportunities lie.

Within equities, the dispersion

is striking. International large
cap equities sit well above US
large caps in terms of real yield
for a similar level of historical
drawdown, and the gap is

wider still when compared with
the Nasdag. In the case of the
Nasdag, investors are effectively
receiving no real yield for taking
on full equity drawdown risk.

For any investor considering their
portfolio, this analysis provides
a natural starting point.
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Source: Talaria, Bloomberg, Board of Governors of the Federal Reserve System (US)
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Part 3: The playbook for a new era of investing

“For most of the past fives decades,
investors have paid a premium

for certainty. Today, it trades at
a discount.”

One anomaly is particularly
striking. Within the US market, the
companies that best embody the
playbook principles, those with
the highest levels of fundamental
stability, today trade at valuations ' his is the environment Talaria’s
that are historically unusual. investment process is designed for.

For most of the past five decades,
investors paid a premium for
certainty. Today, those same
characteristics trade at a discount.

Exhibit 14: Large-capitalisation stocks, top quintile of fundamental stability
Relative forward-P/E ratio' 1977 through late Nov 2025
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1 Equally-weighted data, smoothed on a three-month basis.

Source: Talaria, Empirical Research
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Talaria’s unique and alternative
investment approach

Talaria’s investment process

is built around exactly these
characteristics. As a value
manager, we devote significant
effort to selecting companies
based on their fundamentals:
typically large, cash-generative
multinationals with business
models and balance sheets
capable of withstanding a wide
range of adverse scenarios.
They are relatively cheap without
reference to growth, and when
markets fall, these are the types
of companies that tend to hold
up better.

Talaria implements its strategy
using an options-based overlay,
which provides a second,
uncorrelated source of return. By
selling cash-backed put options
on companies we want to own,
we earn a premium that is largely
independent of market direction
and which tends to increase
during periods of stress, when
demand for protection is highest.

Exhibit 15: Volatility risk premium
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This approach is grounded in
the persistence of the volatility
risk premium: the tendency

for investors to overpay for
protection due to loss aversion.
That difference between implied
and realised volatility has been
positive across most market
cycles and, outside periods

of severe stress, it has been
remarkably consistent. Used

in this way, volatility becomes
a source of return rather than
a threat.

The analogy with everyday
insurance is instructive. People
routinely pay more for insurance
than the probability-weighted
cost of loss, valuing certainty over
expected value. Financial markets
behave in much the same way. By
selling insurance selectively and
conservatively, Talaria captures
this premium while reducing risk.

Historically, more than two-
thirds of the put options we write
expire unexercised, generating
an alternative return source of
approximately 5% that is largely
uncorrelated with traditional
equity returns. And when
uncertainty rises, we can get paid
significantly more. This return
meaningfully shortens portfolio
duration and reduces reliance on
capital appreciation alone.
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The Talaria portfolio

The result of our disciplined, bottom-up process is a portfolio that
exhibits clear and deliberate characteristics. Equity exposure is short
duration, conservatively financed and attractively valued, with the
optionality of holding cash. While the equity portion trades at a
substantial discount to the broader market, earnings growth among
portfolio companies has kept pace with the index over time.

Talaria does not target sector
or regional weights; exposures
are the outcome of bottom-

up stock selection. Currently,
direct equity and put options
together represent around 80%
of capital at risk, with cash at
approximately 20%. That cash
is not idle: it can be deployed
rapidly and opportunistically
when dislocations arise. Sector
exposure tilts toward areas such
as Health Care and Consumer
Staples, where cash flows are
steadier and more predictable.
Exposure to highly valued
technology and Al-exposed
sectors remains limited, largely
on valuation grounds.

Exhibit 16: Talaria sector allocation’

20% Health Care

15% Financials

19% Cash

7% Consumer
Staples

0% Communication
Services

5% Materials
0% Real Estate

7% Information
Technology

2% Utilities
5% Energy
3% Consumer Discretionary

16% Industrials

Source: Talaria

Exhibit 16: Talaria regional allocation?

Cash 19%
Japan 2%
USA 40%*
Europe ex-UK 30%
UK 10%

Source: Talaria

1,2 Weightings include option positions held and cash backing put options It assumes that
put options will be exercised. Should the put option not be exercised the cash will revert
to the unencumbered cash portfolio or may be used to cover further put options.

* USA includes American Depositary Receipts (ADRs) listings.
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Viewed on a common-size basis,
treating the portfolio and the
index as if each were a single
company, the differences are

Metrics (Index 100 = Sales)

Talaria Portfolio

FTSE Developed

Income Statement Figures

clear. The Talaria portfolio Sales 100 100
is cheaper on both price-to- EBIT 129 18.8
earnings and price-to-book : :
measures. It generates higher Interest Paid 11 130
returns on capital and equity, PirE=Tioh ns 175
carries lower balance-sheet risk, )
and exhibits shorter duration Tax Rate 25% 20%
through lower starting valuations After-Tax Profit 89 14.0
and stronger cash flow.
Balance Sheet Figures
Importantly, the valuation
discount does not come at the Equity ( Book Value) 45 78
expense of growth. Desplte using Debt - 94
less leverage, portfolio earnings
growth has broadly tracked the Cash 14 67
market over the past decade.
Today, that valuation discount Net Debt I 27
is unusually wide, reflecting a Total Capital ( Equity + Debt) 62 105
market willing to pay aggressively )
for optimism elsewhere. Leverage Ratios
The Talaria process has left the Debt/Equity 70% 121%
porFfolio well .positiloned for an Net Debt / Equity 389 359
environment in which valuation
discipline, balance-sheet strength Net Debt / Total Capital 27% 26%
and diversified sources of return Efficiency/Profitability Ratios
matter more than momentum
or narrative. By focusing on Sales/Total Capital 161.5% 95.5%
prudence and long-term cash EBIT / Total Capital - T
flows rather than popularity, the otdal -apita o =
strategy is designed to deliver ROE 19.7% 18.0%
three consistent outcomes: ]
Return on Total Capital 14.3% 13.4%
N\ .
(1) An additional source of Valuation Figures
return that does not rely
on equity markets alone, Price 104 262
izj Lower than market volatility Price / Sales 1.0 26
for a more COOSStem Price / Book Value 23 3.4
investor experience, and
P Price / Earnings 1.8 18.7
(3) Lower downside capture : _
~ so that weaker conditions Earnings Yield 8.5% 53%
become an opportunity Dividend Yield 3.2% 17%
rather than a threat.
Retained Earnings Yield 5.3% 3.7%
Dividend Payout Ratio 38% 31%
Enterprise Value / EBIT 9.4 15.4

Notes: (1) Based on Talaria estimate of index interest expense and tax rate.
All other figures based on next 12 month estimates.

Source: FTSE Developed Market Index as at 30 January 2026,
based on Talaria estimate of index interest expense and tax rate



Part 3: The playbook for a new era of investing

Conclusion

Emerson did not argue for defiance or novelty for their own
sake. He argued for good judgment, for the discipline to
assess the world as it is. Self-reliance, in his sense, meant
refusing to outsource conviction to fashion, authority or

the comfort of consensus.

The investment conclusions of this
paper are grounded in that same
discipline. As global integration
gives way to constraint, as capital
becomes scarcer and policy

more intrusive, strategies built for
abundance and stability demand
re-examination. Valuation matters
again. Balance sheets matter
again. The source and reliability
of return matter again.

In this environment, resilience
does not come from following
what has worked most recently,
but instead from understanding
why it worked and recognising
when those reasons no longer
apply. In an era of change,
self-reliance and prudence

are indispensable.
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Get in touch

If you have any questions, please reach out to your local BDM
or call the Talaria Head Office directly, +613 8676 0667

Lance Oliver
Head of Distribution

E loliver@talariacapital.com.au
P 0403 626 456

Mitch Hannigan Sam Dowling
Distribution Director Distribution Director

E mhannigan@talariacapital.com.au  E sdowling@talariacapital.com.au
P 0424 253 898 P 0488 079 084

Melbourne office

Level 14, 330 Collins Street
Melbourne VIC Australia 3000
+613 8676 0667
client@talariacapital.com.au

Signatory of:
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HE Responsible
HEN Investment

General information

For administrative inquiries relating to our Funds,
please get in touch with our Registry:

+613 9119 2439
talaria@unitregistry.com.au
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Important Information

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible

Entity for the Talaria Global Equity Fund Complex ETF (“the Fund™). 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). This report has been prepared by Talaria Asset Management (Talaria) to provide
you with general information only. In preparing this information, we did not take into account the
investment objectives, financial situation or particular needs of any particular person. It is not intended
to take the place of professional advice and you should not take action on specific issues in reliance

on this information. Neither Talaria, Equity Trustees nor any of its related parties, their employees or
directors, provide any warranty of accuracy or reliability in relation to such information or accepts

any liability to any person who relies on it. Past performance should not be taken as an indicator of
future performance. You should obtain a copy of the Product Disclosure Statement before making a
decision about whether to invest in this product. Talaria Global Equity Fund Complex ETF’s Target Market
Determination is available here. A Target Market Determination is a document which is required to be
made available from 5 October 2021. It describes who this financial product is likely to be appropriate
for (i.e. the target market), and any conditions around how the product can be distributed to investors.

It also describes the events or circumstances where the Target Market Determination for this financial
product may need to be reviewed. The Zenith Investment Partners (ABN 27 103 132 672, AFS Licence
226872) (“Zenith”) rating (assigned November 2025 for fund AUSO035AU) referred to in this piece is
limited to “General Advice” (s766B Corporations Act 2001) for Wholesale clients only. This advice has
been prepared without taking into account the objectives, financial situation or needs of any individual,
including target markets of financial products, where applicable, and is subject to change at any time
without prior notice. It is not a specific recommendation to purchase, sell or hold the relevant product(s).
Investors should seek independent financial advice before making an investment decision and should
consider the appropriateness of this advice in light of their own objectives, financial situation and needs.
Investors should obtain a copy of, and consider the PDS or offer document before making any decision
and refer to the full Zenith Product Assessment available on the Zenith website. Past performance is

not an indication of future performance. Zenith usually charges the product issuer, fund manager or
related party to conduct Product Assessments. Full details regarding Zenith’'s methodology, ratings
definitions and regulatory compliance are available on our Product Assessments and at Fund Research
Regulatory Guidelines. The rating issued 04/2025 is published by Lonsec Research Pty Ltd ABN 11151
658 561 AFSL 421445 (Lonsec). Ratings are general advice only, and have been prepared without taking
account of your objectives, financial situation or needs. Consider your personal circumstances, read the
product disclosure statement and seek independent financial advice before investing. The rating is not
a recommendation to purchase, sell or hold any product. Past performance information is not indicative
of future performance. Ratings are subject to change without notice and Lonsec assumes no obligation
to update. Lonsec uses objective criteria and receives a fee from the Fund Manager. Visit lonsec.com.

au for ratings information and to access the full report. © 2025 Lonsec. All rights reserved. The Genium
rating (assigned May 2025) presented in this document is issued by Genium Investment Partners Pty
Ltd ABN 13165 099 785, which is a Corporate Authorised Representative of Genium Advisory Services
Pty Ltd ABN 94 304 403 582, AFSL 246580. The Rating is limited to “General Advice” (s766B Corporations
Act 2001 (Cth)) and has been prepared without taking into account the objectives, financial situation or
needs of any individual, including target markets of financial products, where applicable, and is subject
to change at any time without notice. Past performance information is for illustrative purposes only and
is not indicative of future performance. It is not a recommendation to purchase, sell or hold the relevant
product(s). Investors should seek independent financial advice before making an investment decision in
relation to this financial product(s). Genium receives a fee from the Fund Manager for researching and
rating the product(s). Visit Geniumip.com.au for information regarding Genium’s Ratings methodology.
The Global Industry Classification Standard (“GICS”) was developed by and is the exclusive property and
a service mark of MSCI Inc. (“MSCI”) and Standard & Poor’s, a division of The McGraw-Hill Companies,
Inc. (“S&P”) and is licensed for use by Talaria Asset Management. Neither MSCI, S&P nor any third party
involved in making or compiling the GICS or any GICS classifications makes any express or implied
warranties or representations with respect to such standard or classification (or the results to be obtained
by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy,
completeness, merchantability and fitness for a particular purpose with respect to any of such standard
or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or
any third party involved in making or compiling the GICS or any GICS classifications have any liability for
any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if
notified of the possibility of such damages.
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