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Alpha Through Elimination

Alpha emerges through consistent
exclusion. We eliminate errors rather
than chasing stories. The investment
universe is systematically reduced.
The key is to distinguish between
companies that tie up capital and
those that compound it over time.

What matters is not profitability
alone, but the quality of capital
allocation. A business model that is
structurally unable to generate
returns above its cost of capital, or
whose competitive advantage is
eroding, is not an investment.
Regardless of how compelling the
current market narrative may be.

What remains is a manageable
universe. That is where the real work
begins. Where is cash flow truly
generated? What happens with every
additional euro invested? How does
pricing power behave when the
economic environment becomes
more challenging? The key is where
the gap between price and intrinsic
value is the greatest.

A Rare Setup in the Global Market

The Software Anomaly. We
currently observe a rare mispricing.
The market is pricing in a scenario in
which Al structurally erodes the
relevance of established software
companies.

The market narrative. The consensus
is pricing in the gradual extinction of
established software ecosystems
driven by Al. Valuation levels that
imply free cash flow yields of up to 10
percent assume that the structural
relevance of these business models
will largely disappear.

Our antithesis. For those who control
the customer interface and the
underlying data, Al is not a
substitute, but a lever within existing
structures. Al does not act from the
outside, but within these ecosystems,
increasing their efficiency and
relevance.

It is particularly notable that we
currently see this value opportunity
simultaneously in Europe and the
United States. Just two years ago, it
would have been almost unthinkable
to discuss market leading software
companies, then trading at 40 to 60
times earnings, in a value context at
all. Today, software market leaders
are trading at valuation levels
around 10 times earnings, despite
leading sector margins, continued
double digit growth rates, and
ongoing operational improvements
driven by Al

We continue to see structural growth,
stable margins, and a level of cash
flow quality in companies such as
Europe’'s Wolters Kluwer or the
American companies Adobe,
Salesforce, or Intuit that is not
reflected in current prices. Recurring
revenues, double digit growth rates,
and margins of over 40 percent in
some cases stand in contrast to
valuation levels that effectively imply
stagnation. These companies
possess structural moats: high
switching costs, proprietary data,
and deep integration into critical
business processes that are more

likely to be reinforced than disrupted
by Al.

Why the Disruption Is an lllusion.
The idea that companies will replace
their existing software environments
with internal solutions
underestimates reality. Switching
costs are high. Operational risks are
significant. Software is rarely a major
cost category, but it is almost always
critical infrastructure. Professional
providers distribute the costs of
regulatory adjustments across
thousands of customers, an effort
that internal solutions would have to
bear alone while carrying full liability
risk.

Potential pricing pressure is also
structurally limited, as many
providers are able to materially
reduce their input costs through Al,
creating additional flexibility in

pricing.

We therefore do not see structural
disruption, but rather stabilization
and, in many cases, higher economic
quality.

What the Market Overlooks. At the
same time, we observe in many of
these companies a combination that
is rare in this form. High liquidity
reserves, ongoing share buybacks,
and free cash flow yields of up to 10
percent coincide with record quarters
and rising demand driven by the
integration of Al into existing
applications.

Focus on the Details That Matter

Part of these insights can be derived
from the numbers. The decisive part
emerges in the details of value
creation. The market is currently
pricing in an erosion of pricing power
and growth due to Al
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Fair Value and Asymmetry percent, and free cash flow yields of
Take European information service over 10 percent. A business model
providers such as Wolters Kluwer: the  This discrepancy leads to a clear with recurring revenues and long
market sees growth and margins conclusion: current valuationsimply @ term customer relationships that
under pressure. What matters is how scenario that is fundamentally views Al as the largest opportunity
this growth is generated, how stable unsustainable. This creates a since its founding and integrates it as
itis, and how deeply the productsare  pronounced asymmetry between a structural growth driver.
embedded in operational processes. limited downside and substantial

upside as the operational reality We invest only when this asymmetry
The relevant question is not whether continues to be confirmed. In is clearly identifiable. When the
Alis being used, but whether it selected cases, we see upside to market prices a company
weakens or strengthens the existing intrinsic value of up to 100 percent, significantly below its intrinsic value
position. In many cases, we observe driven by mispricing, ongoing while the underlying reality reflects
the latter. That is precisely where the shareholder value creation, stability and growth. Executing this
discrepancy between price and value  structural growth, and potential consistently when the market tells a
lies. repricing. different story is the real

differentiator.
Take Adobe: 12 percent revenue
growth in the most recent quarter,
EBITDA margins of around 40 The rest is discipline.

Currency Risk - Non-Base Currency Share Class: Non-based currency share classes may or may not be hedged to the base currency of the Fund. Changes in exchange rates will
have an impact on the value of shares in the Fund which are not denominated in the base currency. Where hedging strategies are employed, they may not be fully effective.

Equity: Investments in equities may be subject to significant fluctuations in value.

Capital at risk: All financial investments involve an element of risk. Therefore, the value of the investment and the income thereof will vary, and the initial investment amount can-

not be guaranteed.

Important legal Information

This material is communicated by DIVAS Asset Management AG. This material is only to be communicated to institutional clients, investment professionals or market counterpar-
ties (e.g., banks). It has been solely prepared for informational and marketing purposes and does not constitute or form part of, and should not be construed as, an offer, invitation
or inducement to purchase or subscribe for any securities or services. No part of this material, nor the fact of its distribution, should form the basis of, or be relied on in connection
with, any contract or commitment of investment decision whatsoever. The information contained herein is preliminary, limited in nature and subject to completion and amendment.
No representations or warranty, either express or implied, is given or made by any person in relation to the fairness, accuracy, completeness or reliability of the information or any
opinions contained herein and no reliance whatsoever should be placed on such information or opinions.

There is no guarantee of trading performance and past performance is not necessarily a guide to future results. In particular the results and graphs above may contain hypotheti-
cal performance results. Hypothetical performance results are based on various assumptions and may have many inherent limitations, some of which are described below. No rep-
resentation is being made that any account will or is likely to achieve profits or losses similar to those shown; in fact, there are frequently sharp differences between hypothetical
performance results and the actual results subsequently achieved by any particular trading program. One of the limitations of hypothetical performance results is that they are
generally prepared with the benefit of hindsight. In addition, hypothetical trading does not involve financial risk, and no hypothetical trading record can completely account for the
impact of financial risk of actual trading. For example, the ability to withstand losses or to adhere to a particular trading program in spite of trading losses are material points
which can also adversely affect actual trading results. There are numerous other factors related to the markets in general or to the implementation of any specific trading program
which cannot be fully accounted for in the preparation of hypothetical performance results and all of which can adversely affect trading results. Hypothetical performance results
are shown for illustrative purposes only and are not to be relied upon for making investment decisions. Clients must base their decisions on their own understanding of the strategy,
the service or product and market views.

DIVAS Asset Management AG may act as a hedging advisor. Any hedging activities carry substantial risks. Hedging can involve short-selling of asset classes with unlimited down-
side risks in certain cases. Prospective clients hedging their portfolio might miss significant upside in the assets they hedge. Furthermore, there is always a bias between the assets
being hedged, and the results of the hedging strategy (it is not possible to obtain a continuous hedge with a fix correlation of -1 over time). This bias typically increases in situation
of market dislocations, as the assets being hedged are typically less liquid than the instruments used for the purpose of hedging these, and the losses of the assets being hedged
become higher than the gains of the hedging strategy on the back of an increase in the liquidity premium.

This material is confidential and intended solely for the information of the person to whom it has been delivered and may not be distributed in any jurisdiction where such distribu-
tion would constitute a violation of applicable law or regulations. DIVAS Asset Management AG specifically prohibits the redistribution, reproduction or transmittal in whole or in
part, to third parties.

If you are a US citizen or resident, or represent a trust which is subject to taxation under US Internal Revenue Service requirements, or represent a partnership or corporation orga-
nized under the laws of the United States of America or any state, territory or possession thereof (“US Persons”) you are prohibited by law from buying investments other than
those authorized for sale by the SEC. This document shall not be distributed to restricted Persons.

This material is prepared by DIVAS Asset Management AG, or an affiliate thereof, for informational and marketing purposes. No representation or warranty is made that any in-
dicative performance or return indicated will be achieved in the future. This material has been prepared by DIVAS Asset Management AG, none of the management company, the
registrar and transfer agent, the central administration or the custodian of the Fund has independently verified any information contained herein and no party makes any repre-
sentation or warranty as to the accuracy, completeness, or reliability of such information.
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