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It became clear to us over FY21 that what was a logical and compelling macro view one
moment could fundamentally change a few months’ later. While you can’t completely divorce
your macro view from bottom-up stock picking, we resisted the temptation to make investment
decisions based purely on our macro view. Picking the macro trends for FY22 is incredibly
difficult and if FY21 has taught us anything it is to keep an open mind. We consistently stress
test the portfolio against various macro scenarios to understand where our exposures may be
and discuss if we are happy with these exposures. While we will continue to do this, the core of
our investment decisions will remain our fundamental bottom-up stock picking.

We continue to hold strong conviction in Flutter Entertainment (LON: FLTR). During FY21 the
stock marginally outperformed the market, however, this was after a very strong performance in
FY20. In terms of our thesis, FY21 was a strong year of operational performance and delivery
against strategic targets. FLTR’s US business, Fanduel, continues to dominate the US market,
which is proving to be larger than even the most bullish analysts had expected. Despite
increasing competition as further states regulate, Fanduel has continued to hold a greater than
35% market share in sports betting with this increasing over recent months to over 40%. The
core business in the UK and Australia continues to take market share and has been very
successful in continuing to grow the active customer base with profitable retail customers.

The company is also making significant investments in the Pokerstars division. While this is
impacting short-term earnings, it is believed to be setting the platform up for sustained long-
term growth. FLTR is a proven market leader in the largest sports betting markets globally in the
UK, US and Australia. The Pokerstars division will be the platform for FLTR to take this sports
betting expertise to other large global markets that are regulated or will likely be regulated in the
future. FLTR is investing up-front in increasing brand marketing and improving the technology
platform such that when it integrates its market leading sports betting technology, the business
is in a strong position to aggressively compete in these new markets.

We continue to believe FLTR has a very long runway of growth, and we expect it to compound
EPS growth at over 10% for the next 10 years. At current levels we believe the stock is materially
undervalued. If we assume that Fanduel is worth the same as the current market capitalization
of key competitor Draftkings (NASDAQ: DKNQG), it is worth about $US19.7b or £85/share for
FLTR (FLTR owns 95% of Fanduel). We believe this is conservative given Fanduel is a materially
larger business - Visible Alpha has consensus revenue forecasts for Fanduel in 2021 40%
higher than Draftkings. This implies that the rest of FLTR’s business ex the US is being valued by
the market at the current share price at £44 / share, which translates to a 9x PE multiple on our
FY22 earnings forecast (ex the US) falling to ~7.56x in FY23. For the global leader in online sports
betting with a long runway of earnings growth we consider this to be a very attractive
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Find out more about Perpetual’s Industrial Share Fund.

This information has been prepared by Perpetual Investment Management Limited (PIML) ABN 18 000 866
535, AFSL 234426. It is general information only and is not intended to provide you with financial advice or
take into account your objectives, financial situation or needs. You should consider, with a financial adviser,
whether the information is suitable for your circumstances. To the extent permitted by law, no liability is
accepted for any loss or damage as a result of any reliance on this information.

The information is believed to be accurate at the time of compilation and is provided in good faith. This
document may contain information contributed by third parties. PIML does not warrant the accuracy or
completeness of any information contributed by a third party. Any views expressed in this document are
opinions of the author at the time of writing and do not constitute a recommendation to act. Any views
expressed in this document are opinions of the author at the time of writing and do not constitute a
recommendation to act. This information, including any assumptions and conclusions is not intended to be a
comprehensive statement of relevant practise or law that is often complex and can change.

The product disclosure statement (PDS) for the relevant Fund, issued by PIML, should be considered before
deciding whether to acquire or hold units in the fund. The PDS and Target Market Determination can be
obtained by calling 1800 022 033 or visiting our website www.perpetual.com.au. No company in the Perpetual
Group (Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees the performance of any fund
or the return of an investor’s capital. Past performance is not indicative of future performance.
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