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This presentation has been prepared by Investment Manager, Solaris Investment Management Limited (‘Solaris’) ACN 128 512 621 AFSL 330505. Pinnacle Fund Services Limited
ACN 082 494 362 AFSL 238371 is the issuer of units in the Solaris Australian Equity Income Fund ARSN 618 961 667 (the ‘Fund’). PFSL is not licensed to provide financial product 
advice. The Product Disclosure Statement (‘PDS’) and Target Market Determination (‘TMD’) of the Fund is available at https://solariswealth.com.au/adviser/funds/. Any potential 
investor should consider the relevant PDS and TMD before deciding whether to acquire, or continue to hold units in, the Fund.  This presentation is supplied on the following 
conditions which are expressly accepted and agreed to by each interested party (‘Recipient’). PFSL is a wholly-owned subsidiary of Pinnacle Investment Management Group Limited
'Pinnacle' ABN 22 100 325 184.

The information in this presentation is not financial product advice and has been prepared without taking into account the objectives, financial situation or needs of any particular
person.

The information is not intended for any general distribution or publication and must be retained in a confidential manner. Information contained herein consists of confidential
proprietary information constituting the sole property of Solaris and respecting Solaris and its investment activities; its use is restricted accordingly. All such information should be
maintained in a strictly confidential manner.

This presentation does not purport to contain all of the information that may be required to evaluate Solaris or the Fund and the Recipient should conduct their own independent
review, investigations and analysis of Solaris and the Fund and of the information contained or referred to in this presentation. This presentation contains forward-looking
statements. Although forward-looking statements contained in this presentation are based upon what Solaris believes are reasonable assumptions, there can be no assurance that 
forward-looking statements will prove to be accurate, as actual results and future events could differ materially from those anticipated in such statements. 

Neither Solaris, Pinnacle Fund Services Limited or their representatives and respective employees or officers (collectively, the Beneficiaries) make any representation or warranty,
express or implied, as to the accuracy, reliability or completeness of the information contained in this presentation or subsequently provided to the Recipient or its advisers by any
of the Beneficiaries, including, without limitation, any historical financial information, the estimates and projections and any other financial information derived there from, and
nothing contained in this presentation is, or shall be relied upon, as a promise or representation, whether as to the past or the future. Past performance is not a reliable indicator of
future performance. The information in this presentation has not been the subject of complete due diligence nor has all such information been the subject of proper verification by
the Beneficiaries.

Except insofar as liability under any law cannot be excluded, the Beneficiaries shall have no responsibility arising in respect of the information contained in this presentation or
subsequently provided by them or in any other way for errors or omissions (including responsibility to any person by reason of negligence).

Investors should seek their own independent financial advice before making any investment decision and should consider the appropriateness of any advice. Investors should 
obtain a copy of and consider any relevant PDS or offer document before making any investment decisions.

Disclaimer
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S&P 500 Index

Overview of equity markets

Source: Bloomberg. Reflects S&P 500 Index. Average year-end forecasts compiled from a survey of Wall Street strategists 
by Bloomberg reporters. The graph does not reflect costs. Past performance is not a guarantee of future results.  

Market continues to climb the wall of worry

EXTENDED FORECAST

1) Sunny outlook: 80% of the time

3) Forecast error ~16%

2) Predict direction only half the 
time
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Short term is extremely noisy and subject to many influences

What drives share prices? – SHORT TERM
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Source: Bloomberg. Reflects S&P 500 Index. The graph does not reflect costs. Past performance is not a guarantee of future results.  
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Fundamental analysis wins in the long term

What drives share prices? – LONG TERM
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Source: Bloomberg. Reflects S&P 500 Index. The graph does not reflect costs. Past performance is not a guarantee of future results.  
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The Bottom Line

Long term earnings AND earnings quality drive share prices

SOLARIS
- A bottom-up, fundamental active Australian Equity manager 
- Outperformed in 17 out of the past 23 years

Solaris Core 
Fund

Solaris Long 
Short

Solaris 
Income Fund

Key to investing and making money

Outperformance refers to the S&P/ASX200 Accumulation Index. Note: Performance prior to January 2008 is the Suncorp Australian Equities Trust 
(source: Morningstar); performance from January 2008 is the Solaris Core Australia Equity Fund. Gross performance is stated excluding all fees, cost 
and taxation. This is historical performance data. 



7

What really matters over the medium and long term?

QUALITY EARNINGS

HOW TO AVOID GETTING CAUGHT OUT

OPPORTUNITIES
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Quality Earnings

Accounting earnings are NOT the bottom line… be careful what lurks 
below

Quality Earnings – are earnings backed up by real cash flows

Quote: “People who use EBITDA are either trying to con you or they’re conning themselves… 
Interest and taxes are real costs” – Warren Buffet

Interest
CAPEX

Depreciatio
n Accounting trickery
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Avoid getting caught out: Case Study

Source: Solaris, broker consensus historic and forecast data. ** Earnings refers to reported EBITDA, Cashflow refers to Gross Operating 
Cash Flow. Past performance is not a guarantee of future results.  

• Huge COVID winner 

• Share price ran well ahead of fundamentals 

• Earnings quality red flags emerged

 $-

 $50

 $100

 $150

 $200

 $250

1H16 H216 1H17 2H17 1H18 2H18 1H19 2H19 1H20 2H20 1H21 2H21 1H22

$A
UD

 m
illi

on
s

Domino's Pizza – Earnings profile

Earnings** Cashflow**

AGM Nov-21: 
Initial concern

1H22 Result:
Confirmation
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Don’t get caught out on Interest Expense! 

• Property trust with a significant amount of debt

• Looks cheap, juicy forecast dividend 

• Company faces significant headwinds not fully appreciated 
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Cromwell Property - Interest expense

Source: Solaris, broker consensus historic and forecast data. ** Earnings refers to reported EBITDA, Cashflow refers to Gross
Operating Cash Flow. Past performance is not a guarantee of future results.  
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Cromwell Property - Earnings profile

Earnings** Cashflow**

Reason for caution
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BHP - Capex and earnings profile $bn

Capex Earnings* Cashflow*

Don’t get caught out on Capex!

• Resource companies have been on a capex holiday…Holiday is now over 

• Capex: M&A hangover, COVID catch-up, decarbonisation 

• Lower cashflow = lower shareholder returns

Source: Solaris, broker consensus historic and forecast data. * Earnings refers to reported NPAT, Cashflow refers to Free Cash Flow. 
Past performance is not a guarantee of future results.  
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Cochlear – Earnings profile

Earnings** Cashflow**
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Altium - Earnings profile

Earnings** Cashflow**

Quality Earnings matter more than ever…

• Both Altium and Cochlear have dominant market positions

• Strong history Revenue and Earnings growth

• Cheap money gone… Quality earnings matter

Source: Solaris, broker consensus historic and forecast data. * Earnings refers to reported EBITDA, Cashflow refers to Gross Operating 
Cash Flow. Past performance is not a guarantee of future results.  
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17 / 23 years outperformance

Summary – what matters?

EARNING DRIVE SHARE PRICES IN THE LONG TERM
- Fundamental, bottom-up investing is the key to returns

SOLARIS
- A bottom-up, fundamental active Australian Equity manager
- Earnings quality key consideration in portfolio construction  

Solaris Core 
Fund

Solaris Long 
Short

Solaris Income 
Fund

QUALITY EARNINGS
- Don’t get caught out on reported earnings. Go below the line to examine the true health of companies 

Outperformance refers to the S&P/ASX200 Accumulation Index. Note: Performance prior to January 2008 is the Suncorp Australian Equities Trust 
(source: Morningstar); performance from January 2008 is the Solaris Core Australia Equity Fund. Gross performance is stated excluding all fees, cost 
and taxation. This is historical performance data. 


