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Class A - Return Summary (To 31 August 2026) 

Period 1 mth 3 mth 6 mth 1 yr 3 yr (pa) 5 yr (pa) Cumulative Per Annum 

Fund Return 2.95% 4.0% 1.7% -1.9% -4.0% 0.2% 98.2% 5.3% 

S&P/ASX 200Acc. 1.54% 4.5% 0.3% 4.4% 11.2% 7.8% 212.2% 9.0% 

Excess Return 1.41% -0.6% 1.4% -6.3% -15.3% -7.6% -114.0% -3.7% 

Class B - Return Summary (To 31 August 2026) 

Period 1 mth 3 mth 6 mth 1 yr 3 yr (pa) 5 yr (pa) Cumulative Per Annum 

Fund Return 3.05% 4.3% 2.4% -1.4% -2.7% n/a -14.8% -4.2% 

S&P/ASX 200Acc. 1.54% 4.5% 0.3% 4.4% 11.2% n/a 41.4% 9.7% 

Excess Return 1.51% -0.2% 2.1% -5.8% -14.0% n/a -56.2% -13.9% 

Past performance is not indicative of future performance. Fund returns presented in this document are for both Class A Units and Class B Units. Fund 

Returns are prepared on a redemption unit price basis after management and performance fees inclusive of GST. Distributions are assumed to be re-

invested at the mid unit price. Individual tax is not taken into account in deriving Fund Returns. In calculating the NTA, the Atlantic Pacific Australian Equity 

Fund ("Fund") asset values have been calculated using unaudited price and income estimates for the month being reported. Returns greater than one year 

are annualised. 

Fund Monthly August 2026 

 

Recent Highlights 
 

• Middle East tensions are rising and a solution remains 

complicated. This will create an inflation pulse with 

central banks expected to become more hawkish. 

 

• Australian reporting season highlights a weak consumer 

across multiple verticals.   

 

• Mortgage lending is slowing putting pressure on the 

heavyweight Banking sector. The Fund remains short as 

we expect continued weakness in banking share prices.   
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Current Portfolio Positioning 

 
The two months since our June report have strengthened the case for distinguishing individual investment 

opportunities from the merits of owning the Australian market outright. August 2026 rewarded selected 

healthcare, resource and company-specific exposures, while our bank shorts began to contribute more 

meaningfully. We remain willing to take identifiable stock risk, but reluctant to pay for broad exposure 

where the earnings outlook and valuation leave insufficient room for error. 

Our positioning combines recovery and cash-generation opportunities in Ramsay Health Care (RHC:ASX) 

and selected energy producers (WDS:ASX & STO:ASX), gold exposure through Alkane Resources (ALK:ASX), 

and longer-horizon company-specific investments led by Norwood Systems (NOR:ASX – A detailed analysis 

of this company’s prospects is provided later in this monthly) and Mesoblast (MSB:ASX). Shorts in Banks 

(ANZ:ASX, CBA:ASX, NAB:ASX & WSBC:ASX) and SPI futures offset a substantial part of the long book with 

Net exposure trending down below 10%. We exited WiseTech (WTC:ASX) before its results, rather than 

treating a successful recovery trade as a permanent allocation. 

Our overall assessment: August improved stock-selection opportunities. Subsequent energy disruption 

strengthens our case for restrained net exposure. 

Middle East — A Material Change in the Risk for Oil Markets 

Our June report described markets pricing de-escalation and a recovery in energy flows. That 

improvement did not become durable. July brought renewed US–Iran clashes; by mid-August, renewed 

threats around Hormuz again exposed the fragility of diplomacy. The September escalation is more 

consequential because it threatens alternative export infrastructure as well as the Strait itself. 

Drone attacks on 11 September shut Saudi Arabia’s East–West pipeline, which had rerouted approximately 

four million barrels a day to the Red Sea. A prolonged outage places upward pressure on global energy 

prices. By 14 September, the Houthis reported further missile and drone attacks on Saudi Arabia, while 

planned Gulf–Iran talks in Oman had been postponed. Renewed fighting in Yemen and reported Houthi 

control of Perim Island added to concern around the entrance to the Red Sea. 

Our conclusion is not that oil must rise every day. It is that a rapid return to normal supply now requires 

several things to go right together: repairs, workable diplomacy, secure shipping and commercially viable 

deliveries. That is a less forgiving backdrop for broad equity exposure than a temporary risk premium that 

disappears with a ceasefire headline though we will be adapt where required. 

Australia — Slower Growth, Persistent Inflation 

The August Statement on Monetary Policy reported national housing prices 1.6% below their March peak, 

reflecting higher rates, announced budget tax changes and weaker sentiment. Business investment, 

particularly non-mining (AI related investment & buildings), remained a counterweight. This is an 

unfortunate dynamic when consumer aggregate demand is struggling given headwinds from persistent 

above trend inflation. Given the above dynamic in the Middle East and in particular energy prices related 

to transportation fuels, we expect inflation to continue rise.  

More recently, NAB’s August business survey, published on 8 September, then showed conditions falling 

five points into negative territory for the first time in six years. Its profitability measure fell ten points as 

the squeeze on margins continued. This coupled with weak or negative same-store-sales through the 

recent reporting season does not bode well for future profitability. This is why selective producer exposure 

and a cautious view of the broad Australian index are not contradictory. 
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Ramsay Health Care — operating recovery, not just a sector bounce 

We accumulated the position in early June 2026 under $37 which are almost pristine levels compared to 

recent trading levels. Ramsay rose 15.65% during August 2026 to end the month up to $51.28. It was a 

strong performer relative to the broad market. 

Our interpretation of the move is that the broader healthcare recovery was reinforced by tangible 

operating evidence. In its August results, Ramsay reported 11.8% constant currency growth in underlying 

EBIT and a 30-basis-point improvement in the underlying EBIT margin, supported by its focus on higher-

acuity activity. This resulted in substantial upgrades to analyst target prices of the order of 15%+.  

For our thesis, sustained margin recovery is the central test. A hospital business can have resilient demand 

yet produce disappointing shareholder returns if wages, staffing intensity and reimbursement 

arrangements absorb the revenue benefit. Alternatively, valuations may be too high for the risk associated 

with the company’s earnings. In the case of RHC, the company’s Price to Book has retreated to almost 30-

year lows prior to the recent rally and remains conservatively priced. Evidence of improving conversion 

from activity into operating earnings therefore provides a credible basis for investors to reassess Ramsay’s 

recovery prospects. 

The proposed separation of Ramsay Santé provides an additional route to a clearer investment 

proposition. Essentially, Ramsay are retreating from their global acquisition aspirations and while current 

shareholders may own this asset directly via the separation, we certainly will not be taking up this option 

as we believe the dynamics are not as favourable in Europe as they are in Australia.  

We retain Ramsay as a company-specific recovery position within a selectively defensive portfolio.  

Australian Banks — The Short Thesis Gains Traction 

The bank short thesis is becoming less dependent on valuation alone as prices have retreated somewhat 

although I would continue to reinforce the view that Commonwealth Bank is still probably 40% 

overvalued. August provided both negative share-price momentum and evidence that new mortgage 

demand was weakening. The long mortgage lending book remains substantial. Commonwealth Bank fell 

8.41%, Westpac 8.77% and NAB 6.53%; ANZ was broadly unchanged at −0.29%. The indicative combined 

short exposure is approximately 8.7% of the Fund.  

The core argument is not that Australian banks are facing an immediate solvency problem. It is that the 

price paid for their earnings has, in our assessment, allowed insufficient room for slower incremental 

credit growth, ongoing operating expenditure and a less favourable capital-return cycle. A bank can remain 

a high-quality institution and still be an unattractive equity investment at a demanding valuation. 

NAB’s August update reported home-loan applications down 15% in the third quarter relative to the 

second. That is a forward indicator of activity, not a 15% contraction in the existing mortgage book.  

The transmission to earnings is conditional but economically straightforward: fewer new lending 

opportunities can reduce volume growth and intensify competition for borrowers while fixed costs remain. 

We are watching the interaction of volumes, margins and expenses, rather than assuming that a weaker 

housing indicator alone is sufficient to establish the thesis. 

CBA reported cash earnings of A$10.98 billion, up 7%, with an annual net interest margin of 2.05%, down 

three basis points. More astonishing has been their A$1 billion buyback expiry without extension after 

A$300 million had been completed. This is almost unheard of and signals the board sees no value in their 

shares at current valuations in our opinion.  

We retain the short exposure because we regard the prospective return from normalisation as attractive 

relative to the risk and that the current industry dynamics will persist for some time to come.  
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Norwood Systems - From Paid Pilots to Production  
 

Norwood is not a pre-revenue concept. FY26 revenue rose 28% to A$2.44 million, around three-quarters 

of it from multi-year production programs with Optus and Spark New Zealand, so the company has already 

taken services through Australasian Tier 1 carrier procurement and integration. [20,22] 

What is new is OpenSpan and the suite of CogVoice applications. In June 2026, Norwood announced two 

paid Tier 1 pilots for SME voice AI. The first, a A$200,000 pilot for an Australian operator contracted 

through Microsoft, was completed on schedule in July; at the time of the July quarterly, the parties were 

discussing next steps, including a potential production rollout. The second, a £150,000 pilot with a major 

UK operator, is scheduled to run until approximately mid-September 2026. Its scope includes unit-

economics analysis, which suggests the operator is assessing a business case as well as the technology. 

Microsoft’s own June 2026 industry update describes Norwood as “piloting AI-powered small and mid-

sized businesses (SMB) voice capabilities” with a major UK and Australian telecommunications 

provider. [1,19,20,21] 

Neither pilot is a production contract, and the UK agreement expressly does not commit the operator to 

production. [19] Norwood has also reported successful Call Protect proofs of concept with an APAC 

operator and a US Tier 1 operator, which have moved to follow-on commercial discussions, while 

cautioning that investors should not assume a production award until definitive agreements are 

signed. [21,22] The question is therefore no longer whether the platform can work inside a carrier network. 

It is whether these specific engagements convert, and that should become observable over the coming 

months. 

At recent prices of around 1.5c, its market capitalisation is roughly A$8–9 million. The Fund holds a 

material position in Norwood and therefore has a financial interest in its performance. This commentary 

relies solely on public information: Norwood’s ASX disclosures, published partner and competitor material, 

and our own analysis and modelling. 

We have surveyed comparable AI receptionist, business voice-agent and call-protection products. Call 

protection is broadening from caller-number reputation and identity into live analysis of conversations, 

including scam intent and synthetic speech. The more important distinction for Norwood is between an 

individual application and a telco-native orchestration platform: a common carrier-level environment 

through which multiple AI voice services can be deployed. That platform category is becoming more 

visible, as the competitor developments discussed below demonstrate. [4,5,6,12] 

The critical milestone is now conversion into production. 

Norwood’s sales cycle has been unusually long. However, this needs to be considered in the context of 

what is being sold. The company is not simply asking an enterprise customer to subscribe to another 

software-as-a-service application. It is seeking integration into the infrastructure of some of the world’s 

largest telecommunications operators. The corresponding procurement, technical validation, security, 

integration and commercial processes are necessarily substantial. 

The scale of the operator’s investment helps explain this. Our assessment is that the larger T1 

deployments can involve US$100–500m+ in combined operator expenditure across infrastructure and 

compute, implementation and licensing. In other words, these are major network and service-investment 

decisions, rather than modest software purchases. To put the operator operational or capital expense into 

context, on reviewing a T1 US or UK operator’s capital expenditure budget for a year, the numbers above 

equate to around 1-5% of annual capital expenditure. 

The length of the process reflects integration risk more than budget size. A service that sits in the live call 

path must clear security review, network change control, interoperability testing and the operator’s own 
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launch governance, whatever its cost, and Norwood itself identifies these approvals as a source of friction 

for new entrants. [20] Its multi-year production programs with Optus and Spark are the most relevant 

guide to how long that path takes, and evidence that Norwood has completed it before.  

Production conversion is also a validation of the route to scale. 

The significance of production conversion extends beyond the initial contract revenue. A recent Infosys–

Telstra discussion at TM Forum DTW Ignite 2026, “Agentic AI in Telco: Scaling Safely and Credibly” 

highlights the challenge of moving from pilots to enterprise-scale adoption: successful deployment 

requires a platform, governance, trusted data and a credible business outcome—not simply a working 

demonstration. They also highlight many POCs or Pilots never proceed to production because scalability 

has not been addressed sufficiently. [1] 

For Norwood, a substantive Tier 1 production agreement would therefore represent an important change 

in external validation. Subject to the agreement’s scope and acceptance conditions, it would indicate that 

a major operator has sufficient confidence in the architecture, implementation arrangements and 

commercial proposition to commit to deployment. The company would be progressing beyond 

demonstrating what the technology can do towards delivering a scalable operational service. 

This distinction matters particularly for an orchestration platform. Where the initial deployment 

establishes reusable network integration and operational capabilities, its significance can extend to 

additional applications and subsequent operator opportunities. The first contract could consequently 

improve confidence not only in its own prospective revenues, but also in the credibility of Norwood’s 

wider platform strategy. 

A production contract is not proof that every scaling challenge has disappeared. Sustained performance, 

customer adoption and attractive operating economics must still follow. But an operator’s commitment to 

production is materially different from its willingness to experiment—and should be assessed accordingly. 

Importantly, the operator’s investment should not be confused with Norwood’s own funding 

requirements. Under the economics we are modelling, the broader infrastructure, compute and 

implementation expenditure sits with the operator, while Norwood participates principally through 

recurring software licence revenue. Norwood’s own deployment and integration funding requirements are 

therefore small relative to the recurring revenues that a successful rollout could generate. 

The lengthy development and validation process should not be mistaken for limited earnings potential 

either. The same operator scale and integration depth that make these contracts slow to secure are 

what make successful production conversion potentially transformative. In our view, the opportunity has 

been obscured by a tendency to read slow progress as no progress, and to attach insufficient weight to the 

evidence accumulated along the way. 

Valuing probability before earnings arrive 
Every investment commits capital today against outcomes that remain uncertain. The issue is how that 

uncertainty is assessed and priced. 

In biotechnology, investors do not ordinarily wait for a successful drug to generate mature revenues before 

assigning it value. As a compound progresses through clinical trials and regulatory milestones, the 

probability of commercial success changes, and its expected value changes with it. We have experienced 

both sides of this directly through the Fund’s investment in Mesoblast (MSB:ASX). 

Australian resource investors apply a similar framework almost instinctively. A discovery progresses 

through drilling, resource definition, feasibility, financing, construction and ultimately production. 

Significant value can be created well before the first tonne of ore is sold because each successful milestone 

progressively reduces uncertainty. 
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Fortescue provides a striking historical illustration. Before production was established in the Pilbara, 

investors had to form a view about the resource and the probability that the infrastructure, financing and 

execution necessary to monetise it would ultimately be achieved. For this fund manager, the experience 

reinforced the importance of assessing the asset and its economics rather than allowing a view of 

management to dominate the analysis. 

For this fund manager, the example provided an enduring investment lesson: 

Play the asset, not the man. 

That does not mean management is unimportant. It means that a view of individuals should not substitute 

for analysing the asset and its economics. In Norwood’s case, our conviction is similarly anchored in the 

asset, but we also regard the people building the business as impressive. Norwood’s history also needs to 

be addressed directly. It has been listed for many years, and some investors discount it on its track record; 

accumulated losses total about A$38.8 million. [22] We understand why. The evidence we are weighting is 

recent and external: operators paying for pilots, Microsoft contracting one of them, and existing Tier 1 

customers expanding and extending production work, including a A$595,000 enhancement and a service 

renewal expected to deliver about A$1.5 million through FY2028. [20,22] Successful execution with major 

global operators would provide a much wider audience with evidence of what the people building the 

business can deliver. 

Norwood also presents a less familiar analytical problem for many Australian investors. An AI orchestration 

platform being deployed through global telecommunications networks does not fit as readily into the 

frameworks routinely applied to resources or biotechnology. Yet the revenue is already there. At a little 

over three times FY26 revenue, and with net liabilities, the market appears to be valuing Norwood as a 

small, financially stretched voicemail software vendor and attributing little to OpenSpan. 

We think that gives too little weight to the evidence now on the public record. 

The relevant question is no longer simply whether Norwood possesses interesting technology. It is 

increasingly: 

What probability should investors assign to one or more of these advanced Tier 1 engagements 

reaching production, and what are the economics if they do? 

Where each engagement stands 
Norwood’s own investor presentation describes a five-step path: target, workshop, proof of concept or 

pilot, production and expansion. [20] Placing each disclosed engagement on that path shows where the 

evidence sits. 

Engagement Stage Evidence Next observable 

milestone 

Optus (Australia) Production Five-year CogVoice voicemail platform 

supply program; A$595,000 enhancement 

announced June 2026 [22] 

Delivery milestones and 

cash receipts 

Spark New Zealand Production Long-standing relationship providing 

recurring platform and support revenue [22] 

Continued recurring 

revenue 

Australian Tier 1 

operator (contracted 

through Microsoft) 

Pilot completed A$200,000 paid pilot completed on schedule 

in July 2026; next steps, including a potential 

production rollout, under discussion as at 

the July quarterly [20,21] 

Production decision 
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Engagement Stage Evidence Next observable 

milestone 

Major UK operator Pilot under way £150,000 paid pilot, June to approximately 

mid-September 2026; no commitment to 

production [19] 

Pilot completion and any 

production agreement 

APAC and US operators 

(Call Protect) 

Proof of concept 

completed 

Successful proofs of concept; follow-on 

commercial discussions [21,22] 

Definitive agreements, if 

any 

Other operators (North 

America, EMEA, APAC) 

Evaluation Further OpenSpan and Call Protect 

evaluations continuing [22] 

Conversion to paid pilots 

Source | Norwood ASX disclosures [19–22]. Stage classification is APSECFM’s. 

Norwood’s July quarterly said that post-pilot production planning with the UK operator was running in 

parallel, towards a potential launch in the fourth calendar quarter of 2026, subject to successful 

completion of the pilot and the client’s approval to proceed. [21] The company’s August preliminary final 

report restates only those conditions. [22] 

What the share price implies 
The share price cannot reveal a precise probability, because timing, dilution and the value of the existing 

business all affect it, but it does set an upper bound. Attributing no value at all to the Optus and Spark 

business, a price of about 1.5c implies no more than about a 6% chance of our single-product Tier 1 UK 

outcome of A$0.24 per share (see below analysis); crediting the existing business lowers that further. The 

table below shows the risked value of the same outcome at higher probabilities. 

Probability of UK production conversion Risked value per share Multiple of 1.5c price 

About 6% (implied by the share price) 1.5c 1.0x 

10% 2.4c 1.6x 

25% 6.0c 4.0x 

40% 9.6c 6.4x 

Illustrative sensitivity, not a price target or forecast. Risked value = probability × A$0.24 single-product Tier 1 UK DCF value, assuming no 
value if conversion fails, before timing and dilution adjustments.  

Our own assessment of the probability of UK production conversion is significantly higher than this, driven 

by our review of the product and a detailed analysis of the pipeline and progress to date. This illustrative 

example of the probability being implied also only applies to a single product being delivered to a single 

telco customer, given the breadth of the pipeline as it currently sits it is clear that the implied probability 

of ANY of these opportunities converting is staggeringly low. Readers can substitute their own estimate. 

The point is that a modest probability of a single opportunity converting is enough to exceed what the 

current price implies. 

The emergence of Agentic Voice AI 
This commercial progression is occurring against what we regard as an unusually favourable industry 

backdrop. 

The public evidence now extends beyond demonstrations of individual voice agents. Microsoft is 

supporting operator voice-AI pilots, while major telecom vendors are developing platforms that put AI 

capabilities inside the calling environment. These developments support our view that the industry is 

moving from asking whether voice AI is useful to deciding how it should be deployed, governed and 

monetised. [1,4,5,6,7] 
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In our view, the strategically important asset is not necessarily any single AI application. It is the 

orchestration layer capable of supporting multiple applications securely, reliably and at carrier scale. 

This distinction is central to the Norwood thesis. OpenSpan is the orchestration platform; CogVoice 

provides Norwood’s first-party applications. An initial application may establish the operator relationship 

and integration, but the broader opportunity is to add further services through the same infrastructure 

rather than rebuild the connection for every product. The company publicly describes this combination as 

a service-creation environment with ready-to-integrate AI applications. [9] 

Norwood is also no longer approaching these opportunities simply as a small Australian software vendor. 

Microsoft’s own June 2026 industry update identifies OpenSpan and confirms collaboration on SME voice-

AI pilots with major UK and Australian telecommunications providers. Norwood’s relationship with Infosys 

is also longstanding, with its initial global technology and services relationship publicly disclosed in 

2022. [1,3] 

In the commercial architecture we are assessing, Microsoft/Azure provides the cloud and AI environment, 

Infosys or similar provides implementation and integration capability, and Norwood supplies the carrier-

specific orchestration and applications. The operator retains the network, subscriber relationship and 

distribution. This combination can give a very small company access to capabilities and sales channels that 

would be exceptionally difficult to replicate independently. Partnership should not, however, be confused 

with exclusivity or guaranteed operator orders. [1,2,3] 

Competition is validating the architecture 
Norwood is not alone, and the investment case should not depend on an absence of competitors. The 

more useful read-through is that established telecom vendors are converging on the same architectural 

idea: integrate once at network level, then support multiple AI applications, models and customer 

experiences. That validates the category, but it does not establish Norwood’s market share or technical 

superiority. 

The distinction between an available application and an available carrier-wide platform is particularly 

important. The following non-exhaustive snapshot separates product announcements, controlled 

availability and disclosed production experience, based on public material reviewed during September 

2026. 

Platform / 

ecosystem 

Relevant capability Public availability / maturity 

Alianza Crux Session-level orchestration across 

applications, identity, consent and policy; 

partners include SoundHound and 

Revmo. 

Controlled availability announced 9 September 2026; 

broader commercial availability planned for H1 

2027. [4] 

Radisys EDP / V.AI Multi-application platform with 

ElevenLabs, Hiya, ReadSpeaker, Sensory 

and Speechmatics. 

V.AI ecosystem launched 10 September 2026. Radisys 

reports existing EDP-based AI production 

deployments; this is not a new platform starting from 

zero. [5] 

Mavenir / Sanas MAVcore Voice AI and AI Agent Studio; 

proposed speech, translation and 

deepfake capabilities from Sanas. 

26 August 2026 announcement states that joint 

technical validation will begin, with commercial 

availability to follow. This qualification concerns the 

joint package with Sanas, not all Mavenir products. [6] 

Ericsson / partners IMS-native AI calling, including Cartesia 

voice technology and Hiya call 

protection. 

Individual services are described as deliverable today; 

the broader personal AI assistant remains an 

exploratory proposition in the cited material. [7] 
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Platform / 

ecosystem 

Relevant capability Public availability / maturity 

Huawei AI Calling Voice-core integration with multiple AI 

calling services. 

Huawei reports commercial use by tens of millions in 

China. This demonstrates an established competing 

category, not universal equivalence across target 

markets. [8] 

 

A late launch date should not be confused with a lack of underlying telecom capability, just as an 

established voice-core footprint should not be mistaken for production deployment of every new AI 

feature. Norwood’s own publicly described Tier 1 SME engagements remain pilots in the cited Microsoft 

disclosure; the strategic milestone is their conversion into contracted, operating services. [1] 

For Norwood, the opportunity is to establish referenceable production deployments while these 

competing propositions are developing. A repeatable installation can create practical advantages in 

integration knowledge, service operations and time to add the next application. Those advantages must be 

earned through execution; they are not permanent protection from competition. 

The mega-player read-through: where does the differentiated value actually sit? 
The partner pattern is instructive. Ericsson combines its network capabilities with specialists including 

Cartesia and Hiya, while Radisys brings multiple speech and application providers into its EDP ecosystem. 

Mavenir is adding Sanas, and Alianza connects application providers through Crux. These examples 

support an important distinction: the operator-facing platform need not own every underlying AI model. 

Its role is to make those capabilities work reliably within the operator’s service environment. [4,5,6,7]  

However, the ecosystem model also raises a more challenging investment question: how much of the 

value attributed to AI suppliers reflects genuinely scarce capabilities, and how much reflects packaging 

functionality that is becoming broadly available? 

The valuations can be substantial. ElevenLabs, for example, announced a US$500 million funding round at 

a US$11 billion valuation in February 2026. But a large capital raising and a premium valuation do not, by 

themselves, establish that an operator needs that supplier’s full technology stack. The relevant question is 

the incremental capability and economic benefit it provides—not the valuation investors have assigned to 

its owner. 

In our view, many routine voice-agent functions are becoming increasingly commodity-like: valuable to the 

customer, but not necessarily exclusive to any particular supplier. Microsoft’s Voice Live API, for example, 

already combines speech recognition, generative AI and speech synthesis through a unified interface, with 

a choice of underlying models. Our interpretation is that access to capable voice AI—and even basic 

orchestration of those components—is becoming less scarce. More importantly, being able to deliver 

these services at very low unit cost via specialist LLMs running on dedicated GPUs is paramount rather 

than expecting Frontier LLMs to dominate – they will not.  

For a telecommunications operator, this changes the procurement question. It is no longer simply whether 

a third party can provide an AI receptionist or conversational agent. It is: 

What does an additional proprietary application stack deliver that cannot be achieved more efficiently 

through the operator’s existing orchestration platform and selected AI services? 

Where the additional supplier mainly repackages comparable capabilities, its licence fees, integration 

requirements and commercial dependencies must be justified. Another layer of software is not 

automatically another layer of value. 

This does not argue against using third-party technology. Buying a specialist speech model or fraud 

detector is materially different from licensing an entire external agent platform to obtain that capability. 
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A specialist that demonstrably improves accuracy, reliability, regulatory assurance or time to market can 

justify its place. Equally, enterprise contact-centre requirements may warrant a richer platform than a 

straightforward SME service. The decision should follow the requirements and economics, rather than 

assume that a prominent vendor’s complete stack is necessary. 

For Norwood, this creates a potentially important capital advantage. It need not replicate the research 

expenditure of every model developer. Its opportunity is to incorporate suitable capabilities, develop the 

applications required by operators and retain flexibility as the underlying technologies improve. Under 

that model, investment elsewhere in the AI ecosystem can become an input into Norwood’s proposition 

rather than expenditure Norwood must undertake itself. 

The same test must, however, apply to Norwood. A thin interface to widely available AI services would 

not constitute a durable competitive advantage. Its differentiation must reside in difficult carrier 

integration, real-time session control, policy, provisioning, operational reliability and the repeatable 

deployment of multiple applications. Those are distinct from the basic speech-to-model pipeline—a 

distinction also evident in the network-control and subscriber-management functions described by 

competing platforms such as Crux.  

The investment proposition is therefore not that Norwood owns AI nobody else can access. It is that 

Norwood can turn increasingly accessible AI into production services that an operator can reliably 

deploy, distribute and monetise at scale—without unnecessarily surrendering the economics to 

additional application vendors. 

Call Protect: several complementary layers of intelligence 
Caller identity and number reputation, live interpretation of scam intent, and acoustic detection of 

synthetic voices are different functions. Hiya’s current AI Voice Platform spans call screening, live fraud 

analysis, deepfake protection and subscriber warnings; it should not be treated merely as a metadata 

provider. Pindrop Pulse and Reality Defender’s RealCall are more direct benchmarks for synthetic-voice 

detection in contact-centre and telephony workflows. These products are publicly offered today, although 

deployment scope and integration requirements differ. [12,13,14] 

Norwood publicly describes real-time voice-pattern and semantic analysis. That is not, by itself, proof of a 

separately validated acoustic deepfake classifier. Our strategic interest is in how Call Protect can combine 

relevant signals with operator policies and timely subscriber interventions. A legitimate business agent 

may use synthetic speech, while a human caller may still be a scammer; detecting synthetic audio alone 

is therefore not equivalent to detecting fraud. [9] 

Why the earnings profile can change extraordinarily quickly 
This leads to another characteristic of the software opportunity that conventional historical analysis can 

struggle to capture. We describe this internally as an “Anthropic moment”. 

The expression refers to a potential commercial inflection: a business moves from years of development 

and modest revenue into access to large-scale distribution. Once product-market fit, infrastructure and 

distribution converge, the revenue base may change far more quickly than either historical growth rates 

suggest or market participants would ordinarily expect. 

The important feature is not Anthropic specifically, nor a claim that Norwood will reproduce another 

company’s growth. It is the shape of the commercialisation curve. 

For a traditional business, extrapolating historical revenue growth can be a useful starting point. For an 

emerging platform awaiting a large distribution relationship, it can miss the relevant change in scale. In our 

assessment, prospective distribution and unit economics deserve at least as much attention as the early 

revenue base. 
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Several years of relatively insignificant revenue may have little relationship to the earnings capacity of a 

business once its product is deployed through a distribution partner capable of reaching millions of 

customers. 

In our view, securing and scaling a major Tier 1 deployment would put Norwood on precisely this type of 

commercial trajectory. A Tier 1 telecommunications operator potentially gives the platform access to 

millions or tens of millions of existing customers through an established billing and distribution 

relationship. 

With the licence gross margins assumed in our model (see analysis below), that change in distribution 

scale could translate into substantial operating leverage. Revenues could expand much faster than the 

corporate cost base, allowing EBITDA to increase sharply as deployments scale. 

A contract award is the beginning of that process, not its completion. Production deployment, customer 

adoption and revenue generation must follow. Nevertheless, if Norwood converts one or more of its Tier 1 

engagements into scaled production, we would expect its historical financial statements to become a 

particularly poor guide to its prospective earnings capacity. 

This is the central asymmetry we see in the investment. 

Our scenario analysis 
We have undertaken extensive modelling of Norwood because the Fund holds a material position and 

because conventional historical valuation techniques provide little assistance in assessing the opportunity. 

This is particularly relevant as the broker community has not been up to speed on what the company is 

actually creating, and we are happy to be the only voice currently. The supplied APSECFM scenario 

infographic is reproduced below.  

Our analysis is deliberately scenario based. 

We begin with Spark and Optus as the existing commercial beachhead (with little assigned value to be 

honest) and then progressively introduce larger European and US Tier 1 operators. The principal 

applications currently modelled are the SME voice product and Call Protect, together with multi-product 

scenarios in which additional applications are deployed over the same orchestration infrastructure. 

Our base model assumes 5% penetration of the relevant addressable customer segment and an 80% 

gross margin on licence revenue. Corporate costs increase as deployments scale. Capital expenditure is 

assumed at approximately 5% of revenue as a deliberate modelling allowance, rather than a forecast tied 

to a specified capital programme. These are APSECFM modelling assumptions. No value is attributed to 

potential contact-centre opportunities which are clearly in reach over the medium term. 

Our model is not attempting to capture every potential application or future operator. It principally asks 

what the currently identifiable opportunities could be worth if they convert. Licence revenue is modelled 

separately from the operator-funded infrastructure, compute and implementation expenditure. 

Under these assumptions, Year 5 EBITDA ranges from approximately A$26.5 million for the initial Tier 1 UK 

single-product scenario to A$214 million under the largest multi-product, multi-operator scenario. 

These are conditional model outputs, not assured outcomes. Nevertheless, their scale illustrates why 

commercial conversion matters so much. 

  



12  

The SME opportunity — potentially the jewel in the crown 
We currently apply the same 5% penetration assumption to Call Protect and SME. We do not, however, 

believe the ultimate adoption characteristics of the two products are necessarily comparable. 

For Call Protect, 5% appears to us to be a reasonable base assumption for the optional consumer service 

being modelled. It is not a forecast of penetration for every possible operator packaging model. Until 

actual adoption data becomes available, we see little reason to assume materially greater penetration. 

The SME product is different and may ultimately prove to be the jewel in the crown. 

It is easy to describe the product as an “AI receptionist”. We think that description misses the commercial 

proposition. The customer is not really being sold AI. 

The product is: Don’t miss a sales lead. 

Consider a plumber, electrician, dental practice, accountant, real-estate agency or other small service 

business. When somebody telephones that business, there is often a reason with immediate economic 

value behind the call. 

If nobody answers, the prospective customer may simply call the next provider. 

A voice agent capable of answering immediately, understanding why the customer has called, collecting 

the necessary information and initiating the next action therefore offers a readily understandable return 

on investment. 

The competitive dynamic could reinforce adoption and ubiquity. Once one plumbing business can answer 

enquiries around the clock while a competitor continues sending calls to voicemail, the second business 

has an incentive to adopt the same capability.  

The competitive product evidence supports this use case. RingCentral AIR has been available in Australia 

since November 2025. Zoom launched a standalone receptionist in July 2026 that works with an existing 

phone system, and Cresta now markets an AI Receptionist explicitly to small businesses. These offerings 

validate the commercial problem while setting a demanding benchmark for usability and 

capability. [15,16,17] 

The telco distribution model makes this still more interesting. 

In the Tier 1 opportunity being modelled, the operator already possesses the telephone relationship, 

customer identity, billing mechanism and a substantial SME customer base. The customer does not 

necessarily need to discover an independent AI provider, establish another account and integrate another 

technology platform. The service can potentially become another feature attached to the 

telecommunications service they already purchase. Possibly the economics of the operator proposition is 

cheaper due to scale. 

That materially changes our thinking about long-term penetration. The adoption decision becomes less 

about buying unfamiliar technology and more about protecting sales opportunities and improving the way 

the business operates. 

The differentiation cannot simply be “we answer calls with AI”. Competing services also promote simple 

setup and use with existing phone systems. Norwood and its operator partners need to deliver a 

compelling combination of activation, pricing, integration, reliability, support and trusted operator 

branding. The platform opportunity is that the same customer can subsequently add other AI services 

without moving to a different underlying provider. [15,16,17] 
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Five per cent is our base case—not necessarily our expectation 
We have assumed 5% SME penetration in the base model because there is not yet production evidence 

that justifies replacing it with a higher number. 

However, we think it is entirely plausible that 5% ultimately proves conservative. 

The important feature is that we do not need to assume higher penetration rates to generate the 

substantial economics shown in our base scenarios. Higher adoption represents additional upside. 

At 10% penetration, our model more than doubles Tier 1 UK Year 5 EBITDA from A$26.5 million to A$55.6 

million. At 20%, it reaches A$113.7 million. 

That sensitivity is driven by one product within one operator opportunity, rather than by introducing 

additional operator wins. 

Contact centres remain a future option, not part of the valuation 
CCaaS operators (NICE, Genesys, Five9, Cresta, AWS Connect, Microsoft Dynamics/Teams), at varying levels 

of the stack, offer broad enterprise platforms and is a useful functional benchmark for complex workflows, 

business-system integration and hand-off between AI and human agents. [18] 

A possible future route is for OpenSpan to provide the carrier-facing voice, trust and orchestration layer 

while connecting to specialist agents and existing enterprise systems. That could be more attractive than 

reproducing an entire contact-centre stack. It remains a strategic option requiring further product and 

commercial evidence, and no contact-centre value has been added to the model. 

Two valuation lenses: DCF and mature-state SOTP 
We use two valuation methodologies because they provide different perspectives on the opportunity. 

The discounted cash-flow valuation, or DCF, values the cash flows we can reasonably model from the 

opportunities presently visible. We have deliberately avoided forecasting a succession of hypothetical Tier 

1 contract wins many years into the future. 

This keeps the analysis anchored to identifiable opportunities, but it creates a limitation: if Norwood 

successfully establishes itself as a repeatable carrier-level platform, a potentially significant portion of its 

eventual earnings opportunity could come from contracts and applications outside that explicitly modelled 

set. 

We therefore also calculate a discounted operator sum-of-the-parts valuation, or SOTP. 

The purpose of the SOTP is to approximate how Norwood might ultimately be valued once the business 

begins to trade with greater commercial maturity. At that point, rather than being valued principally as a 

probability-weighted, pre-scale technology opportunity, we would expect investors increasingly to assess 

the business using EBITDA multiples applicable to an established but still-growing software company. 

Our SOTP applies different multiples according to the maturity and scale of the operator opportunity: 12 

times EBITDA for Spark and Optus, 20 times for a Tier 1 Australian operator, and 30 times for Tier 1 UK and 

US operators. Those future values are discounted back rather than treated as present-day values. 

These multiples are assumptions within our framework, not market outcomes that can be guaranteed. 

The framework serves an important purpose. We are only explicitly introducing contracts that are 

presently identifiable over approximately the next two to three years. That does not mean those contracts 

stop generating cash flows after that period, nor does it mean we assume Norwood stops winning 

business thereafter. 
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Equally, we do not believe it is analytically defensible to populate the later years of the DCF with a 

succession of potential contracts that have not yet emerged. 

The SOTP therefore acts as a proxy for the commercially established state of the business, with continued 

growth. It asks what the individual operator deployments might be worth once established, assuming the 

company continues to demonstrate a growth profile consistent with successful commercialisation. 

This helps explain why the SOTP outputs are materially higher than the DCF in several scenarios. The DCF 

is anchored to the cash flows from explicitly modelled opportunities; the SOTP reflects how an established 

earnings base and its continuing growth prospects might be valued. 

The higher SOTP outputs depend on those growth expectations and earnings multiples being justified. 

They should not be interpreted as additional value to be added to the DCF. 

We regard the two approaches as complementary valuation perspectives rather than precise forecasts. 

What does this mean for valuation? 
We would not describe the outputs of this analysis as conventional price targets. They are better 

understood as conditional valuation scenarios: what our model suggests Norwood could be worth if 

particular commercial events occur and the associated deployment assumptions are achieved. 

Using the multi-product DCF, rather than the single-product DCF or higher mature-state SOTP, as our 

reference point, the supplied infographic below indicates the following values: 

Production scenario Multi-product DCF value per share 

Tier 1 UK A$0.54 

Tier 1 US A$1.58 

Tier 1 UK and Tier 1 US A$1.84 

 

These values include the additional product deployments assumed in the multi-product cases. They should 

not be attributed solely to the award of an initial contract. 

For comparison, the Tier 1 UK single-product DCF valuation is approximately A$0.24 per share. Against the 

<A$0.02 share-price reference used in the supplied analysis, even that initial-product scenario highlights 

the scale of the disconnect between the reference price and our conditional valuation. The <A$0.02 figure 

is the market quotation for the past 2 months. 

In our view, this is an extraordinary valuation disconnect—not a marginal disagreement over next year’s 

earnings. 

The market does not have to accept every assumption in our model for the opportunity to warrant 

attention. The question is what probability it assigns to production conversion, adoption and the resulting 

earnings potential. 

The corresponding SOTP values are substantially higher because they seek to approximate how the 

deployments might be valued once commercially established and assessed as continuing growth 

businesses. We would therefore expect the valuation framework itself to evolve if Norwood successfully 

moves from pilot-stage engagements to established, recurring production revenues. 

There is considerable uncertainty around every number. Penetration, pricing and deployment timing will 

differ from our assumptions. Costs will evolve. The multiples ultimately applied by the market will depend 

on growth, recurring revenue quality, customer concentration and the evidence available at the time. 

That is inherent in modelling a business before large-scale production. 
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What matters is whether the model is directionally informative. We believe it is. 

The convexity of the opportunity is outstanding 
The most important conclusion from the analysis is not whether Norwood is worth A$0.54, A$1.58 or 

A$1.84 under a particular scenario. 

It is the convexity of the commercial opportunity relative to the company’s existing scale. 

A first large Tier 1 production deployment could transform the prospective earnings base. 

A second would be significant for a further reason: beyond adding revenue, it would provide evidence that 

the architecture is repeatable across major telecommunications operators. 

That could materially change the risk attached to subsequent operator opportunities and the way the 

market values the entire company. Additional products within those relationships would provide another 

source of growth, while stronger SME adoption could increase the economics without requiring another 

operator win. 

Commercial success could therefore change both sides of the valuation equation at once: the 

earnings investors expect and the confidence they place in those earnings. 

There remains considerable execution risk. Procurement and deployment may take longer than expected; 

a launch must still translate into adoption and revenue. Competitive pricing, continuing product 

development, data-protection requirements and operator concentration also matter. Larger rivals’ existing 

relationships could accelerate their deployment even where a new product is only recently announced. 

But probability does not move directly from zero to 100% on the day a contract is announced. It evolves as 

evidence accumulates. 

The relevant question is therefore not whether success can be guaranteed, but what probability of 

commercial success is being recognised. Our reading is that the market is giving insufficient weight to the 

opportunity. A precise “near-zero” probability cannot be inferred from the share price alone: timing, 

dilution, downside outcomes and the market’s own assumptions also affect that price. 

We believe the evidence deserves greater weight for four reasons. 

The operator incentive is real. The new platforms explicitly seek to help carriers monetise AI services 

rather than surrender the customer experience to independent applications. The competitive response 

supports the commercial logic of the category. [4,5,7] 

The technology is becoming deployable, not merely demonstrable. Available receptionist products, live-

call protection tools and reported network deployments show that this is no longer solely a laboratory 

proposition. That does not imply uniform readiness across every application or operator. [5,8,12,15,16] 

Norwood is positioned around a platform, not just one application. The potential to add services over an 

established integration is central to the economics we are assessing. The competing architectures 

reinforce the relevance of that approach despite contention on where the value actually sits, while making 

timely execution more important. [4,5,6,9] 

The partner route is substantive. Microsoft has publicly identified its collaboration with Norwood on 

operator pilots, and the historical Infosys relationship provides an established route into implementation-

led engagements. A simple web search of the clients Infosys currently supports across various technologies 

include AT&T (US), M1 (SG), OpenReach (UK), Spark (NZ), Telstra (AU), T-Mobile (US), Verizon (US) & 

Vodafone (Global). Those relationships warrant analytical weight, without being treated as a substitute for 

contracts, adoption or cash flow. [1,3] 
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In our assessment, Norwood has progressed sufficiently far through this process that continuing to value 

the company principally from its historical revenues fails to recognise the scale of what is now being 

attempted. 

We do not require every opportunity to succeed. 

Our investment thesis rests on the proposition that successful conversion and deployment within even 

one large Tier 1 relationship can materially change Norwood’s earnings base. If the architecture 

subsequently proves repeatable across operators, and particularly if SME adoption demonstrates that our 

5% penetration assumption is conservative, the valuation framework changes altogether. 

That is the opportunity we believe the market is failing to adequately recognise. 

We will keep unitholders updated over the coming quarters as the commercial evidence develops. The 

transition from validation to production is the part of this investment story that matters most—and, in our 

view, warrants close attention. To put this in perspective, if the company secures a single-product UK T1 

production contract and achieves the 24c DCF valuation referred to above, the Fund’s unit price will move 

positively by >100%. We agree the thesis has taken longer than expected but if they are able to move 

forward with production contracts, the wait will be worth it.   

All forecasts and valuations are APSECFM estimates, conditional on the stated assumptions. They are not assured 

outcomes or company earnings guidance. The Fund has a material investment in Norwood Systems and therefore a 

financial interest in the company’s performance. This commentary presents the manager’s investment thesis, not a 

recommendation tailored to an individual investor’s circumstances. 
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Source | APSECFM scenarios. Financial outputs are conditional. 
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Appendix B | Basis of preparation and public sources 
New competitor and ecosystem observations are supported by the public sources below. Strategic implications are 

APSECFM assessments, not statements by the cited vendors nor the company. 

Public product information was reviewed during September 2026. Availability and performance statements are vendor 

disclosures, not independent technical certifications. Controlled availability, general availability and production 

deployment are distinct. Commercial terms, adoption assumptions and valuation outputs have not been independently 

audited. They belong to APSECFM. No additional value has been assigned to contact-centre opportunities. 

 

[1] Microsoft. TM Forum DTW Ignite 2026: From strategy to execution in the AI era of telecom (17 June 2026). 

[2] Norwood Systems. Meeting the Moment: Accelerating AI Deployment in Telecoms (30 April 2025). 

[3] Norwood Systems / ASX. Corporate Overview and Appendix 4C for June 2022 Quarter; global technology relationship 

with Infosys (31 July 2022). 

[4] Alianza. Alianza Crux to Power the Era of Cognitive Communications (release dated 9 September 2026). 

[5] Radisys. Radisys Launches V.AI Ecosystem to Accelerate Telecom AI Service Innovation (10 September 2026). 

[6] Mavenir. Mavenir Adds Sanas Real-Time Speech AI to Its MAVcore Voice AI Portfolio for Telecom Operators (26 August 

2026). 

[7] Ericsson. AI voice in telecom: smarter calls, less fraud (April 2026). 

[8] Huawei. GlobalData Reconfirms Huawei Single Voice Core as Sole Leader in Competitive Landscape Assessment (8 July 

2026). 

[9] Norwood Systems. OpenSpan and CogVoice product overview; consumer call protection and SME assistants (product 

page). 

[10] AWS. Amazon Connect delivers more natural agentic voice experiences with expanded language support and speech 

controls (20 July 2026). 

[11] Google Cloud. Gemini Enterprise for Customer Experience (product page). 

[12] Hiya. Introduction to the AI Voice Platform APIs (developer documentation). 

[13] Pindrop. Pindrop Pulse for Contact Centers (product page). 

[14] Reality Defender. RealCall: Real-Time Voice and Telephony Deepfake Detection (product page). 

[15] RingCentral. RingCentral Transforms Customer Communications with Launch of AI Receptionist in Australia (release 

dated 25 November 2025). 

[16] Zoom. Deploy Zoom Virtual Agent Receptionist across any telephony environment (9 July 2026). 

[17] Cresta. AI Receptionist (product page; no general-availability date stated). 

[18] Cresta. AI Agent (product page). 

[19] Norwood Systems / ASX. OpenSpan Paid Pilot Trial Agreement with a major UK Telco (17 June 2026). 

[20] Norwood Systems / ASX. Investor Presentation, June 2026 (18 June 2026). 

[21] Norwood Systems / ASX. Quarterly Activities/Appendix 4C Cash Flow Report, June 2026 quarter (20 July 2026). 

[22] Norwood Systems / ASX. Appendix 4E and Preliminary Final Report, year ended 30 June 2026 (31 August 2026). 

 

 

 

 

 

 

 

https://www.microsoft.com/en-us/microsoft-cloud/blog/telecommunications/2026/06/17/tm-forum-dtw-ignite-2026-from-strategy-to-execution-in-the-ai-era-of-telecom/
https://norwoodsystems.com/meeting-the-moment
https://www.asx.com.au/asxpdf/20220801/pdf/45cf2c2gq5kq47.pdf
https://www.asx.com.au/asxpdf/20220801/pdf/45cf2c2gq5kq47.pdf
https://www.alianza.com/whats-new/alianza-crux-powering-cognitive-communications/
https://hub.radisys.com/press-release/radisys-launches-v-ai-ecosystem-to-accelerate-telecom-ai-service-innovation
https://www.mavenir.com/press-releases/mavenir-adds-sanas-real-time-speech-ai-to-its-mavcore-voice-ai-portfolio-for-telecom-operators/
https://www.ericsson.com/en/blog/2026/4/ai-voice-in-telecom-powering-calls-and-securing-networks
https://www.huawei.com/en/news/2026/7/svc-aicalling-globaldata
https://norwoodsystems.com/
https://aws.amazon.com/about-aws/whats-new/2026/07/amazon-connect-agentic-voice/
https://aws.amazon.com/about-aws/whats-new/2026/07/amazon-connect-agentic-voice/
https://cloud.google.com/gemini-enterprise-cx
https://developer.hiya.com/docs/ai-voice-platform/introduction
https://www.pindrop.com/product/pindrop-pulse/
https://www.realitydefender.com/product/realcall
https://www.ringcentral.com/au/en/whyringcentral/company/pressreleases/ringCentral-transforms-customer-communications-with-launch-of-ai-receptionist-in-australia.html
https://news.zoom.com/standalone-zoom-virtual-agent-receptionist/
https://cresta.com/ai-receptionist
https://cresta.com/ai-agent
https://www.listcorp.com/asx/nor/norwood-systems-limited/news/investor-presentation-3366252.html
https://www.listcorp.com/asx/nor/norwood-systems-limited/news/appendix-4e-and-amp-preliminary-final-report-3399298.html
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Forward Outlook 
 

Our low net exposure does not depend on predicting an imminent recession or market correction. 
August improved selected investment opportunities; the subsequent energy disruption has made the 
broad market risk/reward more demanding. We prefer identifiable operating and valuation 
opportunities to an assumption that a general market advance will overcome pressure on both 
earnings and financing conditions. 
 
Three considerations now dominate. First, an energy-led inflation impulse can delay policy relief even 
while real spending weakens. Second, AI-related strength does not transfer automatically to 
domestic bank, housing and consumer earnings. Third, supply disruption can support selected 
producers while damaging businesses that consume energy. Low net exposure is a way to separate 
these risks—not evidence that the portfolio itself is low risk. 
 
Reporting season reinforced this distinction. Ramsay’s margin improvement supports a recovery 
case. New mortgage demand matters for bank sentiment despite current profits. Consumer 
weakness appears to be enduring. Specific high conviction investments remain.  

 

Key Risks to Our View 

 

1. A broader recovery leaves us underexposed 

Faster disinflation, AI investment and resilient demand could sustain a broader rally, making low net 

exposure and hedge costs material drags. Persistently improving earnings participation would require 

a change in positioning—not merely an explanation for lagging returns. 

2. The bank short is early, oversized or fundamentally wrong 

Stronger housing applications, business lending, margins or cost delivery could protect bank returns. 

Dividends, buybacks and index allocations may support prices. Shorts incur borrowing and dividend 

costs and can be recalled or squeezed. Improving forward earnings would weaken the thesis despite 

demanding valuations. 

3. Escalation overwhelms the portfolio’s offsets 

Wider infrastructure disruption could lift costs, delay policy relief and reduce liquidity. Producer gains 

may not offset losses elsewhere; higher financing costs could pressure growth and gold equities. 

Futures hedges cannot eliminate company-specific losses or collateral demands. The relevant 

response may be less gross exposure, rather than more offsetting positions. 

4. Supply normalises, or energy execution disappoints 

Durable de-escalation could lower producer earnings while bank and index shorts are squeezed by a 

relief rally. Project delays or capital overruns could overwhelm favourable prices. Conversely, 

persistent product scarcity could support refining margins and undermine the Ampol short. These 

are distinct risks, not a reliably hedged energy spread. 
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5. Gold reverses, or mining costs absorb the benefit 

Higher real yields, a stronger US dollar or reversing investment flows could weigh on gold; Australian-

dollar strength can reduce local-currency support. Fuel inflation, grade, recovery and development 

expenditure remain separate risks for Alkane. Strong bullion prices cannot guarantee cash returns 

from the operating assets. 

6. Healthcare recovery proves less durable than expected 

Wage pressure, staffing constraints, weaker activity mix or inadequate reimbursement could 

interrupt Ramsay’s progress. The proposed Santé separation introduces transaction and continuing 

funding considerations. A reversal in Australian margins would matter more to the thesis than short-

term sector enthusiasm. 

7. Company concentration and liquidity dominate the outcome 

Norwood’s material weight means procurement delays, unsuccessful deployment, dilution or 

disappointing adoption could dominate returns. Smaller positions may be difficult to reduce at 

quoted prices, particularly in a wider risk-off event. An index hedge does not remove these risks. 

Mesoblast likewise requires its own commercial and execution assessment. 

8. Low net exposure masks imperfect hedging 

An index rally can hurt the SPI hedge while company-specific longs fall. Bank shorts and index futures 

can amplify exposure to the same adverse rally. Gross exposure, borrowing availability, collateral 

needs and stressed liquidity must therefore be assessed alongside the net percentage. 

9. We mistake price confirmation for a completed thesis 

Commodity prices, acquisitions and reporting adjustments can temporarily flatter earnings. Macro 

uncertainty does not justify defending a losing position indefinitely. Each holding requires evidence 

of progress and a willingness to reduce capital at risk when that evidence fails to emerge. 

The portfolio remains selective. Resilience depends on disciplined sizing, liquidity and a willingness to 

change course—not on our current views necessarily being correct. 
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Fund Strategy 
 

The Fund is a long-bias equity market product which typically buys or short sells Australian listed 

securities and derivatives. Net and Gross market exposure is maintained within a range of 0-100% 

and 0-200%, respectively. The Investment manager employs its Quadruple Alpha Investment Strategy 

which focuses on outperforming overall market cycles by capturing upside returns while minimising 

downside risk. The objective of the Fund is to outperform the benchmark after fees and expenses 

over a 5-7 year time frame. 

 

Risk Statistics 
 

 

  

As at August 2026 Sector Exposure

5 Year Inception 5 Year Inception

Alpha (%pa) -7.6% -3.7%

Downside Capture 16% 25%

Standard Deviation 11.4% 10.6% 12.2% 13.1%

Sharpe ratio -0.2 0.3 0.4 0.6

Sortino 0.5 1.1

Largest Drawdown -23.6% -23.6% 2.0% -26.7%

Correlation 8% 7% 100% 100%

Exposure Factor Exposure
Long Short Net Gross

Equity 42.3% -11.0% 31.2% 53.3%

Index Futures 0.0% -23.6% -23.6% 23.6%

Net 42.3% -34.6% 7.6% 76.9%

Implied Cash 92.4%

Largest Positions
Long Short

Alkane Resources ANZ Group Holdings

Alcoa Corporation Commonwealth Bank of Australia

Mesoblast SPI Futures

Norwood Systems Westpac Banking Corporation

Source: APSEC Funds Management

Fund S&P/ASX 200 AI

-2 -1 0 1 2

PE

P/B

Beta

-2% -1% 0% 1% 2%

Yield

ROE

Momentum

-20% -10% 0% 10% 20%

Energy

Materials

Industrials

Consumer Discretionary

Consumer Staples

Health Care

Financials

Information Technology

Telecommunication Services

Utilities
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Downside Performance 
 

 

Please note: Past performance is not indicative of future performance.  

 

General Information 
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APAEF Relative Returns (From Inception)
When the S&P/ASX200 AI is down more than -2% Source: APSEC Funds Management 

Class A  - Fund Information (As at 31 August 2026)
Equity Trustees Ltd

APSEC Funds Management

Minimum Investment $20,000 Apex Group Ltd

Application/Redemption Daily Custodian Apex Group Ltd

Prime Broker Interactive Brokers LLC

Auditor TBD

1.0098 Application Price (Class A) 1.0108

Redemption Price (Class A) 1.0088

Class B  - Fund Information (As at 31 August 2026)
Equity Trustees Ltd

APSEC Funds Management

Minimum Investment $250,000 Apex Group Ltd

Application/Redemption Daily Custodian Apex Group Ltd

Prime Broker Interactive Brokers LLC

Auditor TBD

0.7505 Application Price (Class B) 0.7513

Redemption Price (Class B) 0.7497

Contact Information
Account Enquiries n.bryon@apsec.com.au

Website www.apsec.com.au Responsible Entity

OMF0003AU

1 June 2013

S&P/ASX200 Accumulation

Performance Fee 15% above S&P/ASX 200 Accumulation + 3%pa subject to a high water mark

Management Fee 2.2% pa

Responsible Entity

Investment Manager

Administrator

APIR Code

Inception

Benchmark

Unit Registry 1300 133 451

Distribution (Class A) (30 Jun 26)

Mid Unit Price (Class B)

Distribution (Class B) (30 Jun 26)

APIR Code ETL1038AU Responsible Entity

Inception 5 December 2022 Investment Manager

Administrator

Management Fee 0.95% pa

Mid Unit Price (Class A)

Investment Manager

1300 555 378

1300 379 307

Benchmark S&P/ASX200 Accumulation

Performance Fee Subject to a high water mark

0.00000000

0.00000000
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Important Information 
 

Equity Trustees Limited (Equity Trustees) ABN 46 004 031 298 | AFSL 240975 is the Responsible Entity for the 
Atlantic Pacific Australian Equity Fund (ARSN 158 861 155) (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). APSEC Funds Management Pty Ltd (APSECFM) ACN 152 440 723 is the Investment Manager of the Fund 
and a Corporate Authorised Representative (CAR: 411859) of Non Correlated Advisors Pty Limited (ACN 158 
314 982, AFSL 430126). This publication has been prepared by APSECFM 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 
Equity Trustees, APSECFM, nor any of their related parties, their employees or directors, provide any warranty 
of accuracy or reliability in relation to such information or accept 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 (PDS) before making a decision about whether to invest in this product. 
Atlantic Pacific Australian Equity Fund’s Target Market Determination is available here – 
https://www.eqt.com.au/insto/. 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. 
HALO is an analytical tool developed and owned by HALO Technologies Pty Ltd (ABN: 54 623 8 
30 866) (HALO Tech) a corporate authorised representative (CAR: 001261916) of Macrovue Pty Ltd 
(“Macrovue”) (ABN: 98 600 022 679, AFSL: 484 264).  HALO contains factual and broker consensus forecast 
information. Information presented or extracted from HALO should not be considered advice or a 
recommendation. Any forecast information relates to the intent, belief and current expectations of various 
analysts via Factset with respect to the performance of the respective stocks based on historical and projected 
performance data. You should not place undue reliance on these forward-looking statements.  While all due 
care has been used in the preparation of the forecast information, actual results may vary in a materially 
positive or negative manner.  Forecasts and hypothetical examples are subject to uncertainty and contingencies 
outside of HALO Tech’s or Macrovue’s control. If you would like more detail in relation to HALO, please contact 
APSEC FM / or your Adviser. 
 
The historical link to the WithIntelligence Hedge Fund Award can be found here.  
 
https://awards.withintelligence.com/hfmasianperformanceawards2023/en/page/2022-roll-of-honor 
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