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Overview

* Quarterly returns were supported by the strong performance of Amazon, Netflix and Alphabet.
A falling AUD was also a source of returns as was an exceptional return from infrastructure technology
business Broadcom, which is benefiting from Al investment.

* Software as a service (SaaS) has transformed the software industry, benefiting customers and vendors
alike. There are some software verticals where the majority of customers are yet to transition to SaaS
and these present potentially interesting investment opportunities. This includes back office enterprises
(ERP, database, supply chain), contact centre software and industrial software.

Performance
compound p.a.*, to 31 December 2024
SINCE
QUARTER YR 3YRS 5YRS INCEPTION
Platinum Int'l Tech Fund* 183% 30% 8% 13% 10%
MSCI AC World 7%  45%  17%  24% 6%
IT Index?

+ Excludes quarterly returns.

* C Class - standard fee option. Inception date: 18 May 2000.

After fees and costs, before tax, and assuming reinvestment of distributions.

A Index returns are those of the MSCI All Country World IT Net Index in AUD.
Source: Platinum Investment Management Limited, FactSet Research Systems.
Historical performance is not a reliable indicator of future performance.

See note 1, page 5. Numerical figures have been subject to rounding.

Value of $20,000 invested over five years
31 December 2019 to 31 December 2024
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After fees and costs, before tax, and assuming reinvestment of distributions.
Historical performance is not a reliable indicator of future performance.

Source: Platinum Investment Management Limited, FactSet Research Systems.
See notes 1 & 2, page 5.
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During the December quarter the portfolio’s long book
added 14%. That performance was boosted by the weaker
AUD which added over 5% to returns. Top contributors
included Amazon (up around 20%), Netflix (+25%),

and Alphabet (up over 10%) and TSMC (+12%) while
Broadcom was up 35% as management outlined a strong
Al outlook. Our positions in semi capex were the main
detractors. This included ASML (down around 10%), Tokyo
Electron (-8%) and Applied Materials which fell around
18%. Our expectations that semi capex would rebound

in 2H24 to support non-Al semi market growth in 1H25
was premature.

The short book detracted around one percent from
performance. It was a tough quarter as the market returned
to a more speculative mood akin to 2021 and our target
shorts of low-quality companies and concept stocks were
all bid up. We remain convinced that these shorts are
worth significantly less than where they are trading today,
but we are managing risks carefully through sizing small.
Over the past year, the contribution from our short book
was broadly flat despite a very strong equity market.

We made the following changes to the portfolio:

1. We exited our position in Oracle towards quarter end.
We like Oracle's software business but are increasingly
concerned about management’s Al infrastructure
ambitions. We question the sustainability of this Al
capex spending given exposure to VC-funded Al
start-ups and the ROl on the spend. We are even
more concerned given Oracle’s high level of debt.

2. We exited Adobe. We thought revenue would
reaccelerate due to the monetisation of Firefly (their
gen Al tool). Whilst usage grew, management were
reluctant to monetise Firefly, likely due to the level of
competition. We also see more narrative risk going
forward as a new generation of text-to-video tools
hit the market.

3. We bought a ~3% position in Mastercard. Like Visa,
Mastercard fits into our demand side aggregation
business model. It has a long run-way to grow at high
margins through converting cash payments to card,
moving into new flows such as cross border, business-
to-consumer (e.g. gambling pay-outs) and business-to-
business as well as cross-selling value-added services.

4.  We bought a ~2% position in PTC Inc. PTC develops
and sells mission critical design and product
management software for industrials, high tech and
med devices customers and fits into our entrenched
software business model. We like the 'self-help’ aspect
of the case as management is modernising sales and
marketing. If they're successful and we get a broad-

based industrial recovery, revenues will likely accelerate
faster than consensus expectations.

5. We recently bought a 1.5% position in Uber. Uber also
fits into our demand side aggregation business model.
The stock is down ~30% from its peak giving us a
good entry point. The market is growing increasingly
concerned about competition from autonomous
vehicles (AV) amidst Waymo and Tesla's much touted
robotaxi ambitions. To run a profitable AV fleet, you
need i) an AV software and hardware stack; ii) the
capex to build and roll out a fleet; iii) customer
acquisition; iv) to balance supply and demand and
maximise fleet utilisation; v) customer service and
support. Whilst Waymo possesses i) and Tesla i) and ii),
Uber's existing business has expertise in the rest.

The more rewarding and rational path for the industry
is one of cooperation where Waymo and Tesla plug into
Uber's existing network.

Our portfolio positions based on our Quality / Growth
matrix is presented below.
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Portfolio holdings
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See note 3, page 5. Numerical figures have been subject to rounding.
Source: Platinum Investment Management Limited.
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See note 4, page 5. Numerical figures have been subject to rounding.
Source: Platinum Investment Management Limited.

Top 10 Holdings

COMPANY COUNTRY  INDUSTRY WEIGHT
Broadcom Inc us Info Technology 71%
Amazon.com Inc us Cons Discretionary  6.1%
Alphabet Inc us Comm Services 5.8%
Microsoft Corp us Info Technology 5.2%
Taiwan Semiconductor Taiwan Info Technology 51%
SAP AG Germany Info Technology 5.0%
Meta Platforms Inc us Comm Services 47%
Veeva Systems Inc us Health Care 4.5%
Constellation Software Inc  Canada Info Technology 4.2%
Visa Inc us Financials 4.2%

As at 31 December 2024, See note 5, page 5.
Source: Platinum Investment Management Limited.
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Commentary - investment opportunities
as companies transition to SaaS

The transformative change in the software industry over
the past two decades has been software as a service
(SaaS). SaaS is a software delivery model where the vendor
develops a web-based application hosted and operated

for customers. This is distinctly different from on premise
deployment (on prem), where the application is managed
by the customer and run on a local server or users' device.

Figure 1: Enterprise IT stack - on prem vs SaaS
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Source: Platinum

Saa$S deployment provides many benefits to customers.
The total lifecycle cost of owning the software is significantly
cheaper. Upfront costs are lower as customers don't need
to buy infrastructure hardware (e.g. expensive servers) or
pay a high upfront license cost for the software. Adobe
Creative Cloud is available for US$59 a month today,
whereas customers paid US$2,599 for Creative Suite in
2014. Ongoing maintenance costs are also lower as the
majority of system admin tasks are outsourced. Saa$ also
gives customers better security, network resilience and the
flexibility to scale capacity up or down.

SaaS$ also offers software vendors many apparent benefits.
Over a customer's lifetime, SaaS vendors typically generate
more revenue as they capture more value in the IT tech
stack (see Figure 2 below) from hardware vendors (e.g. Dell)
and system software providers (e.g. Windows server OS).
Most software companies cite a 2-3x revenue uplift.
Operating costs are also lower as running multiple
customers on a single software instance on multiple servers
reduces operational complexity and the cost of managing
the software. Finally, lower upfront costs greatly expand the
addressable market.


https://www.crn.com.au/news/adobe-launches-software-suite-in-creative-cloud-298347
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Figure 2: SaaS vendor captures more value in the
customer’s tech stack
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The transition from on prem to SaaS continues to generate
investment opportunities. Companies with large existing on
prem customers that are in the process of transitioning into
SaaS should have a long revenue growth run-way due to
the 2-3x revenue per customer uplift mentioned above.
This includes back office enterprise applications which
involve complex migrations (e.g. ERP, database software,
supply chain), customer contact centre software and
industrial software.

As investors we need to be thoughtful as transitioning
customers to SaaS doesn't automatically improve
profitability for vendors. Absent strong competitive
advantages or moats, the aforementioned 2-3x revenue
uplift can be competed away. As outlined in Information
Rules,! in software markets where there is low marginal
cost and strong lock-in, competition erodes excessive
profits out of the market (on a life-cycle basis) as vendors
lose money upfront to lock customers in.

This theory is evident in the 2023 data. On our analysis, only
about 50% of listed US software companies makes money
on a GAAP EBIT basis and only ~30% make margins in
excess of 15%. The key determinant of profitability is the
upfront sales and marketing spend to acquire customers.

Our preferred software businesses

As we wrote previously, we like investing in software
vendors with strong moats that keep sales and marketing
costs in check and allow them to extract excess profits from
customers. One set are "entrenched software” businesses.
These are not only mission critical for customers. They also
have the strongest ‘lock in" among peers and customers
loathe switching due to the cost, complexity and headache
involved. Our other preference is for “industry standard
software” businesses. Not only are their applications
mission critical and entrenched, they also enjoy strong
network effects due to broad industry adoption and need
for interoperability (e.g. sharing files on Microsoft Office).

1 One of our favourite books on software and tech by Carl Shapiro and
Hal Varian.

Per Figure 3, profitability among these two cohorts are
either best-in-class, or could be in the future.

Figure 3: Entrenched software and industry standard
software vs US listed software
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Today over 10% of the Platinum International Technology
Fund is invested in software companies where on prem
penetration remains high, where there is a long run-way for
revenue growth as customers transition to SaaS and where
the business fit into the "entrenched software” or “Industry
standard software” business models. These include SAP,
the leader in mission critical ERP software, NICE, a share
winner in contact centre software and Computer
Modelling Group, a provider of reservoir simulation
software for unconventional oil extraction.

Market outlook

Tech stocks performed well over the past quarter with the
Nasdaqg up ~10% in USD terms. Nasdaq's PE multiple is
reaching 2020/21 extremes and we are seeing bubble-like
behaviour in the low quality/high speculation segment of
the market.

We will resist the temptation to move down the quality and
risk spectrum in search of higher returns as history shows
us this will end up unrewarded. We continue to focus on
owning "best in class” and “above average” quality
businesses with good long-term growth prospects at
reasonable valuations.

There are still segments of opportunity. These include

semi capex names (e.g. Lam, ASML), EDA? names Cadence
and Synopsys and analog semi businesses like Texas
Instruments as the downturn in the semi cycle is lasting
longer than investors (and we) had expected. As discussed,
Uber and NICE are out of favour and their valuation reflect
the perceived disruption risks from new technologies.
However, we expect these companies will prosper as these
technologies are sustaining innovations.

2 Electronic Design Automation businesses use computer-aided design to

develop complex electronic systems.


https://www.platinum.com.au/the-journal/five-attractive-models

Notes

Unless otherwise specified, all references to “Platinum” in this report

are references to Platinum Investment Management Limited

(ABN 25 063 565 006, AFSL 221935).

Some numerical figures in this publication have been subject to rounding

adjustments. References to individual stock or index performance are in

local currency terms, unless otherwise specified.

1. Fund returns are calculated by Platinum using the net asset value unit
price (i.e. excluding the buy/sell spread) of the stated unit class and
represent the combined income and capital returns over the specified
period. Fund returns are net of fees and costs, pre-tax, and assume the
reinvestment of distributions. The MSCI index returns are in AUD, are
inclusive of net official dividends, but do not reflect fees or expenses.
MSCI index returns are sourced from FactSet Research Systems.
Platinum does not invest by reference to the weightings of the specified
MSCI index. As a result, the Fund's holdings may vary considerably to
the make-up of the specified MSCI index. MSCI index returns are
provided as a reference only. The investment returns shown are
historical and no warranty is given for future performance. Historical
performance is not a reliable indicator of future performance. Due to the
volatility in the Fund's underlying assets and other risk factors
associated with investing, investment returns can be negative,
particularly in the short term.

2. The investment returns depicted in the graph are cumulative on
A$20,000 invested in C Class (standard fee option) of the Fund over
the specified period relative to the specified MSCI index in AUD.

3. The geographic disposition of assets (i.e. other than “cash” and
“shorts"”) shows the Fund's exposures to the relevant countries/regions
through its long securities positions and long securities/index derivative
positions, as a percentage of its portfolio market value. Country
classifications for securities reflect Bloomberg's “country of risk”
designations. “Shorts” show the Fund’s exposure to its short securities
positions and short securities/index derivative positions, as a
percentage of its portfolio market value. “Cash” in this table includes
cash at bank, cash payables and receivables and cash exposures
through derivative transactions.

4. The table shows the Fund’s net exposures to the relevant sectors
through its long and short securities positions and long and short
securities/index derivative positions, as a percentage of its portfolio
market value. Index positions (whether through ETFs or derivatives)
are only included under the relevant sector if they are sector specific,
otherwise they are included under "Other”.

5. The table shows the Fund's top ten positions as a percentage of its
portfolio market value taking into account its long securities positions
and long securities derivative positions.
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Disclaimers

This publication has been prepared by Platinum Investment Management
Limited ABN 25 063 565 006 AFSL 221935, trading as Platinum Asset
Management (Platinum®). Platinum is the responsible entity and issuer of
units in the Platinum International Technology Fund (the “Fund”). This
publication contains general information only and is not intended to provide
any person with financial advice. It does not take into account any person’s
(or class of persons’) investment objectives, financial situation or needs,
and should not be used as the basis for making investment, financial or
other decisions. You should read the entire Platinum Trust® Product
Disclosure Statement (including any Supplement(s) thereto) ("PDS") and
consider your particular investment objectives, financial situation and
needs before making any investment decision to invest in (or divest from)
the Fund. The Fund's target market determination is available at
www.platinum.com.au/invest-now. You can obtain a copy of the current
PDS from Platinum'’s website, www.platinum.com.au or by phoning

1300 726 700 (within Australia), 0800 700 726 (within New Zealand) or
+612 9255 7500, or by emailing to invest@platinum.com.au. You should
also obtain professional advice before making an investment decision.

Neither Platinum nor any company in the Platinum Group®, including any
of their directors, officers or employees (collectively, "Platinum Persons"),
guarantee the performance of the Fund, the repayment of capital, or the
payment of income. The Platinum Group means Platinum Asset
Management Limited ABN 13 050 064 287 and all of its subsidiaries and
associated entities (including Platinum). To the extent permitted by law,

no liability is accepted by any Platinum Person for any loss or damage

as a result of any reliance on this information. This publication reflects
Platinum's views and beliefs at the time of preparation, which are subject to
change without notice. No representations or warranties are made by any
Platinum Person as to their accuracy or reliability. This publication may
contain forward-looking statements regarding Platinum’s intent, beliefs

or current expectations with respect to market conditions. Readers are
cautioned not to place undue reliance on these forward-looking
statements. No Platinum Person undertakes any obligation to revise any
such forward-looking statements to reflect events and circumstances after
the date hereof.

© Platinum Investment Management Limited 2024. All rights reserved.

MSCI Disclaimer

The MSCI information may only be used for your internal use, may not be
reproduced or redisseminated in any form and may not be used as a basis
for or a component of any financial instruments or products or indices.
None of the MSCI information is intended to constitute investment advice
or a recommendation to make (or refrain from making) any kind of
investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an indication or guarantee of any future
performance analysis, forecast or prediction. The MSCI information is
provided on an “as is” basis and the user of this information assumes the
entire risk of any use made of this information. MSCI, each of its affiliates
and each other person involved in or related to compiling, computing or
creating any MSClI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties (including, without limitation, any warranties of
originality, accuracy, completeness, timeliness, non-infringement,
merchantability and fitness for a particular purpose) with respect to this
information. Without limiting any of the foregoing, in no event shall any
MSCI Party have any liability for any direct, indirect, special, incidental,
punitive, consequential (including, without limitation, lost profits) or any
other damages. (www.msci.com).





