REQ

Investing with Insight

REQ CAPRPITAL

NVESTING WITH INSIGHT




REQ Group Structure

Company structure

=  REQ Capital: Boutique asset management firm

= Basedin Oslo and Stockholm

. - . - Founders External owners
HilE B 25%

75%

= Structure: UCITS Long Only

= Single strategy: Listed Acquisition-driven
Compounders

=  Two funds, one strategy:
REQ Global Compounders
REQ Nordic Compounders

Signotory of
H Princiales “ar
=PRI mea camTAL
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*Rest owned by employees



REQ Capital

The Team

Nina Hammerstad

More than 20 years of experience from the
financial and real estate industry, including Global
Head of Real Estate Asset Management in NBIM

Petter @stbye
More than 10 years of experience from the

financial industry and has extensive experience
within capital raising and analysis.

Martin Henrichsen
More than 20 years of professional leadership

experience in various roles from asset
management and the financial industry.

Ceo and REQ ReSoUrce
$

Hammerstad
(Co-Founder &

Petter @stbhye

(Co-Founder)

Martin
Henrichsen
(Co-Founder)

Nina

Chairman)

Oddbjgrn

Dybvad
(Co-founder & CIO)

Kjetil Nyland
(PM)

Adnan

Hadziefendic
(PM)

™
falk

Fing, sance
fee, Reporting, control and Complianc

Oddbjgrn Dybvad

More than 13 years as portfolio manager -
managing a global equity fund. Prior to becoming a
portfolio manager, he worked as an equity analyst

and a fund analyst.

Kjetil Nyland

More than 10 years of experience within the
financial industry, both as an equity portfolio
manager and as an equity and credit analyst on
the buy-side. Previously managed the Borea
Global Equities fund.

Adnan Hadziefendic

Over 10 years of experience within the financial
industry as an analyst at Danske Bank and
Swedbank. Author of Sweden's most extensive study
on Acquisition-driven compounders, engaging with
over 100 companies' Executives and Directors.
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REQ Global Compounders

Studying and investing in current and future “Superinvestors”

Total shareholder return:

Addtech: 190 bagger - a 25% CAGR since IPO in 2001.
Lagercrantz: 100 bagger - 22% CAGR since IPO in 2001.
Indutrade: 55 bagger — 23% CAGR since IPO in 2005.

Lifco: 14 bagger — 31% CAGR since IPO in 2014.

Constellation: 370 bagger- 36% CAGR since IPO in 2006.

Ametek: 160 bagger - 16% CAGR since 1990.
Heico: 990 bagger - 22% CAGR since 1990.

Judges: 100 bagger — 22% CAGR since IPO 2003.

THE PRIVATE MARKET

SUPERINVESTORS

The Superinvestors
of Graham-and-Doddsville

By Warren E. Buffett

“Superinvestor” Warren E. Buffett, who got an
A+ from Ben Graham at Columbia in 1951,
never stopped making the grade. He made his
Jortune using the principles of Graham &
Dodd’s Security Analysis. Here, in celebration
of the fiftieth anniversary of that classic text, he
tracks the records of investors who stick to the
:;l)glbug ;Czpproach” and have gotten rich going by
ok.
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What is “Compounding”?

Compounding = f(Reinvestment rate, ROIC, duration)
| 90% 20% 20 years ]
|

20 X return

AAAAAAAAAA



Background for studying Superinvestors

.UT SUPERINVESTORS
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Takeaway

30

25

20 |

Against S&P500

30x

—— Average (8 outsider
companies)

Jack Weich at GE
S&P 500

Capital allocation

Return
14%
16.6%
20%
26%
36%

Years to 100-bagger
35 years
30 years
25 years
20 years

15 years

Reinvestments @ high
returns on capital

30% CAGR since IPO (2014)
422 x (since 1998)
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The “model”

A flywheel of compounding

of High performing acquisition-driven compounders

Strong cash flow

» “Cash cultures”: Acquire with cash
» Management: Capital allocation mindset

= Asset light, working capital focus

Private market acquisitions

@ * From founders & families
@ = Often “off market” transactions
'@‘ » Highly attractive multiples (5-7x)

“Business systems”

= Decentralized organizations

= Reporting & autonomy & incentives REQ CAPITAL

\\\\\\\\\\

= Permanent homes & ownership
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Offers us the best of two worlds

High and durable . B
reinvestment rates Diversified cash flow streams

High return on capital @ Strong returns Low debt and self-financing

Dual engines of growth @ Alignment &
insider ownership

REQ CAPRPITAL
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Creating Great risk-mitigating characteristics

Constellation Software and Lifco
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Constellation Software since IPO in 2006

Total Return

CSU 32,583.16% SP500 304.87% BRKB 662.13% ISAF 736.91% DAX 270.46%
+ +40,000.00%

CSU

o X et 34% CAGR
. !‘1?;7 b if / ¥ b TUU,UUMLUL J0

v +20,000.00%

+736.91%

BRKB
+662.13%

0

+304.87%

DAX
+270.46%
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Meeting “The GOAT”: CEO Mark Leonard, Constellation Software

= Not a software company. A capital allocation vehicle

» |earning organization: “Physics lab”

= Deep awareness around tools in the capital allocation toolkit
= Scaling M&A

» Spin-offs (Bergman&Beving sphere) => Topicus, Lumine and more to come

REQ CAPRPITAL
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The next Constellation Software? Examples from REQ Global Compounders

Total Return

MMGRB 126.94% LMN 145.19% b +200.00%

| ki,

MMGRB
+126.94%

v +100.00%

+ +50.00%

Jul 2022 Jan 2023 Jul 2023 Jan 2024 Jul 2024 Jan 2025
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Superior Long-Term Share Price Performance — Global 20 years

20-year indexed share price performance
Global acquisition-driven compounders up 24x, Berkshire Hathaway up 6.4x
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CAGR 17.5%
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Acquisition-driven compounders S&P 500 MSCI World Berkshire Hathaway

Source: Factset as of 2004-01-01 to 2023-12-15
Note: Average for companies by REQ identified as acquisition-driven compounders listed during the full period:
Heico, Diploma, Halma, Judges Scientific, Roper Technologies, Illinois Tool Works, Dassault Systems, Brown&Brown, DCC, Ametek, Nordson, Teledyne
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Small- and medium sized companies in Germany

67% of owners

Figure 5: Age structure of SME owner-managers above 50 years
old

Age of SME owner-managers by category (shares in per cent) ‘
deutschland.de

I1:=ZI 27 30 The heart of the German
I economy

* 3.1 million SME companies in Germany
(less than EUR 50m in sales)

* 99,4% of all German firms
12

m Under 40 m Between 40 and 44 u Between 45 and 49
Between 50 and 54 m Between 55 and 59 Over 60

https://www.deutschland.de/en/topic/business/german-smes-facts-and-figures-relating-to-a-german-phenomenon



Examples of German acquisitions in the portfolio

D=y o Company Courtrx-
Lifco Heinz 3chuller EG German ¥y
"Harms WEELELH Dola-ng wmen CEImManT
oo Medi-Globe Technologies GmbH Fermany
Topicus V-D-V GmbH Germany

Topicus

Constellation Joftware

TIE-Europe GmbH/Dresden Informatik

AixConcept GmbH

Germany

Germany

Indutrade Bech Jensortechnik GmbH German ¥y
AddLi fe BioCTat &mbH German ¥y
lodutrade= ahaba Lz e rmanr
Addtech Fey Elektronik GmbH &German y
IMC Folychem Handelsges .m.b.H. Cermany
Lifco Truck-line GmbH Germany

Constellation Joftware
Addtech

Topicus

Constellation Software
Addtech

Constellation Joftware
Doo

Lifco

Halma

AddLi fe

Doz

Indutrade

Lifco

Constellation Joftware
Topicus

Indutrade

Lifco

Diploma

Lifco

Topicus

Lifco

Topicus

Addtech

Indutrade

Furpleview

ABPH Jtromschiene &GmbH
isp—insoft

CERFP

Jystema Computer GmbH
WH-Data Deustchland GmbH
DCC Healthcare bolt—on
Bode Components GmbH
Qrca GmbH

Vision Cphtalmology
Worner Medisinprodukte Holding
Tecno Plast

FEentsler Faschner Dental
Facton

easydoft GmbH

X-Ray Worl

Ris=sman Dental

H3P

Eaniedenta

IQDoD GmbH

Consays

DOBRICE + WAGHER

DMC Digital Motor Control GmbH

Jtein Automation

Germany
German ¥y
German ¥y
German ¥y
Ge=rman y
&German y
Germany
Germany
Germany
German ¥y
German ¥y
German ¥y
Ge=rman y
Germany
Germany
Germany
German ¥y
German ¥y
German ¥y
Ge=rman y
&German y
Germany
Germany

German ¥y
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Case example: Lifco acquires Heinz Schuller KG

Transaction details

Lifco since IPO

Indexed Performance (Indexed to 100)

= German distributor of niche cable support

system and products for lightning
e Lifco AB Class B === MSCI| AC World

protection
. . 1,000
= Established in 1982, 45 employees, based
in Bindlach, Germany 28
400
= Annual sales: EUR 22 million, 1,1% of 300
200
Lifco’s total sales
= CEO M. Thiem continues to run the 100

. . M5 16 17 M8 M9 20 '21 '22 23 '24
business as he has done since 2015

REQ CAPRPITAL
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Case example: Addtech acquires Fey Elektronik GmbH

Transaction details

= German provider of customized battery

solutions.

= Established in 1991, based in Seevetal,

Germany

=  Annual sales: EUR 55 million, 3,4% of Addtech’s

total sales

= CEO Michael Witte continues in his role with

10% ownership

= Full autonomy and financial support

Source: Company reports, websites & Factset

Addtech last 20 years

Indexed Performance

(Indexed to 100)

=== Addtech AB Class B === MSCI AC World

'05 '07 ‘09 "M

"13 15 "7 19 21 '23

10,000

2,000
1,000

200
100
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REQ Global Compounders — look through statistics

REQ Global Com pounders Portfolio - WA___Average _Median
Market Cap USD (bn USD) 23.0 19.6 8.3 Insider Ow nership Board (%) 14.7% 13.9% 1.5%
Enterprise value USD (bn USD) 23.1 19.7 8.3 Insider Ow nership families/other insiders (%) 0.7% 1.1% 0.0%
Reinvestment rate 3Y 70 % 79 % 79 % Insider Ow nership CEO (%) 1.5% 1.5% 0.2%
Reinvestment rate 5Y 70 % 77 % 78 % Total insider ow nership 16.9 % 16.5 % 1.7 %
Reinvestment rate 10Y 69 % 76 % 77 % CEO Base Salary (USDm) 1.0 0.9 0.7
ROE 21% 21% 19% CEO Ow nership (times base salary) 447.9x 269.7x 19.7x
ROIC (Net income / ND+EQ) 17 % 17 % 17 % Company foundation (Years) 46 51 32
ND/EBITDA 1.2x 1.2x 1.3x CEO Tenure (Years) 14 14 8
EPS CAGR 1Y 30 % 31% 19% Average # of acquisitions / year - LY 12 10 8
EPS CAGR 3Y 19 % 21% 17 % Average # of acquisitions / year - L 3Y 13 11 6
EPS CAGR 5Y 13 % 15 % 15% Average # of acquisitions / year - L 5Y 12 10 7
EPS CAGR 10Y 13 % 17 % 15 % Average # of acquisitions / year - L 10Y 9 8 5
FCF yield 3.3% 4.4% 4.3% Europe % of sales 45 % 48 % 35%
Sales (mUSD) 5155 5215 2784 North America % of sales 37 % 39 % 41 %
EBIT (mUSD) 701 719 467 Asia % of sales 11 % 12% 9%
Net income (USDm) 515 513 323 RoW % of sales 4% 4% 3%
Earnings yield 2024 2.5% 3.0% 2.7% Total shareholder return 1Y 46 % 43 % 42 %
P/E 2024 40.3 32.8 37.2 Total shareholder return 3Y 38 % 40 % 30 %
Dividend yield (%) 0.9% 1.1% 0.9% Total shareholder return 5Y 162 % 194 % 148 %
Sales CAGR 1Y 12% 4%  16% . Totalshareholderreurni0Y . .. 571% __ 688% _ 672%
Sales CAGR 3Y 15 % 18 % 16 % iActive share 99 %

Sales CAGR 5Y 10 % 12 % 11% i[\_lg_rntg(_a_r_ of stocks 2
Sales CAGR 10Y 9% 11% 11%

Organic grow th 3Y 5% 7% 6 %

Organic grow th 5Y 4% 4% 4%

EBIT CAGR 1Y 18 % 21 % 20 %

EBIT CAGR 3Y 17 % 21 % 18 %

EBIT CAGR 5Y 13 % 15% 16 %

EBIT CAGR 10Y 11 % 13% 13 %

Shares outstanding 3Y CAGR 0.1% 0.4 % 0.2%

EBIT-margin 13.6% 13.8% 16.8%

Cash conversion 3Y (FCF/net income) 79 % 99 % 104 %

Cash conversion 5Y (FCF/net income) 83 % 105 % 112 %

Cash conversion 10Y (FCF/net income) 89 % 112 % 118 %




Global track record (EUR)

Historical figures
Annualized returns
B Global track record
13,2% 12,9% 13,1%

Since 01.01.2010 10 years 5 years

5,6 %

3 years

18,2 %

1year

700,00

600,00

500,00

400,00

300,00

200,00

100,00

0,00

2010

Historical performance (indexed)

= G|obal Track Record (EUR)

*Global Track Record 01.01.2010 - 15.06.2021. REQ Global Compounders 15.06.2021 — 31.12.2024. All figures in EUR. Index: MSCI All Country Total Return. Gross returns

REQ CAPRPITAL
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Performance since launch (EUR)

Launch date 15th of June 2021
Performance contribution to fund performance since launch*

TOP 5 BOTTOM 5
CONST. SFTW 7.5% HALMA PLC
e== REQ Global Compounders A 148 LIFCO 7 5% AMETEK
| 144 LUMINE GRP. 5.4% BUNZL
MOMENTUM GRP 3.8% COMPUTER MODELLING
@ELKY, HEICO CORP 4.3% ADDNODE GRP
136 * 15th June 2021
— 132
—128 .
Largest positions
— 124
— 116 LIFCO
— 112
HEICO CORP
— 108
104 LUMIME GRP.
! 100 MOMENTUM GRP
—% LAGERCRAMTZ
— 92
IMDUTRADE
— 88
84 JUDGES SCIENTI.

'21 '22 '23 ‘24

«A» class net of 100bps annual management fee.

0.6%
0.3%
(0.0%)
(0.1%)
(0.1%)
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Content

THE PRIVATE MARKET

SUPERINVESTORS

Half Year.
AInvestment Report 2024

luly 2028

December 21

Time Testm

for Long Term Stock oem
Investments

Adnan Hadziefendic Kjetil Nyland Oddbjgrn Dybvad
Portfolio manager Portfolio manager CIO / Portfolio manager
ah@req.no /+46-76 235 25 83 kn@req.no /+47 47 20 23 57 od@req.no /+47 98 84 17 01

REQ CAPITAL

G CARTAL 0dan) vad

Publications Podcasts

FAR [ |

When are they running The Value of Great Half year investment by the

out of companies to buy Capital Allocation report 2023 FI N IS H I N G

TROY by O REDEVE

LIFCO:

DENTISTRY, DEMOLITION, AND
DECENTRALIZATION

ADZIEFENDIC

® e
ASSET MANAGEMENT

REQ CAPRPITAL
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A different kind of quality ~ Finding Entrepreneurial Hidden Champions
June 7th, 2023 Energy May 3rd, 2
u , 2023 = y 3rd, 2023

May 11th, 2023



http://www.req.no/news
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REQ Global Compounders: Top 10 Positions

Company

Constellation Software

. HEICO
Lumine Group

i Indutrade

¢ Addtech

Lagercrantxz Group

. Diploma

: Momentum Group
Brown & Brown

Business

¢ Niche companies within dental, demolition/tools and systems solutions

i Customized and mission-critical software solutions across multiple sectors

Niche aerospace parts and control systems
Customized software solutions within media and telecom

Niche companies with high-tech components

¢ High-tech products and solutions in the manufacturing and infrastructure sectors
Niche technology group offering value-creating technical solutions and products
: Small, niche acquistions within life sciences, seals and controls

Specialized industrial companies concentrating on aftermarket components

: Diversified insurance broker

*For companies with <10 years of history, only available historical data has been used

Portfolio

Capital allocation

ROCE last 10y

Avg. reinvestment rate last

REQ CAPRPITAL
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Pricing From a Historical Perspective

LTM EV/EBITDA - unweighted average for selected* companies (2002-06-30 -> 2024-05-07)

30

25 24,3

COVID-19

Euro crisis
20

Great financial crisis

15

10

0
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e Average LTM EV/EBITDA

REQ CAPRITAL
AQ Group, Beijer Alma, Ependion, Bergman&Beving, Medcap, OEM, Xano . INVESTING WiTH INSIGNT

Addnode, Addtech, Beijer Ref, Indutrade, Lagercrantz, Lifco, Vitec
Source: Factset 2024-05-07
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Early innings of growth in Europe

Nordics
(# of SMEs)

1

s

!

# of SMEs =
0,7 million

Average ROIC*:
High teens

Market size:
13-15x

——————>

Europe
(# of SMEs)

9 million

Rl

25 000 “high quality”
“Buys 1in 20”
1 250 candidates

Average ROIC:
Mid 20s

1 250 candidates:

Implies 10 % annual M&A
growth until 2037 (13 years)

Implied today @ 25x: 5 years
implied growth

With 13 years runway = 42x
(70% multiple uplift from
today)

Conclusion:
15% EPS CAGR can be
sustained longer than the
market expects today

Assumptions: 10% annual M&A growth for the “Big-4” Compounders: Lifco, Addtech, Indutrade and Lagercrantz.

Implied: Assumption 8% CAGR stock market growth. Assumes no growth in SMEs entering the market. Souces: Carnegie and own research

REQ CAPRPITAL
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Recognizing Common Red Flags

In our framework: Often related to M&A strategy and management

Change in M&A

Change in
compounding
trajectory

Change in
communication
style

strategy

Change in financing

Cultural change

27



Programmatic acquirers

Number of acquisitions year to date: REQ Nordic Compounders Sales per acquired company in EURm
200 700
180 650
600
160
550
140 500
95% of acquisitions <EUR 50m in sales
120 450
400
100
350
80 300
-
60 250 |
20 200 |q
150
20 "
100
0 50
Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec
0
e 02/ 2023 e 2022 2021 TN 283 AR R0 RBLIAIRBESNNEIR0om2BaaR
I A A A AN NN AN NN OOOOONnNN T TS DN
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Underwriting Considerations

Durability IRR

78S 28, &

People
Business Resilience Capital Allocation Expected Returns
Decentralization
38 questions combining 42 questions combining Comparing compounding
qualitative and quantitative qualitative and quantitative scenarios vs. market expectations
insights insights with a 14% IRR hurdle at cost

Score weighted for durability and IRR

+ Informs decisions around position sizing
+ Reassessing thesis changes
+ Evaluating new ideas in the portfolio

. S . . . . REQ CAPITAL
* Reducing bias, improving rational decision making :

INVESTING WITH INSIGHT




The Underwriting Process

acauisitions. Noncrease in hares
outstanaing

e —— Hiscates resousces o powss ond reduce

Business resilience
& Durability (score 1-5)
Lo . & Bus: Resilience and i . - .
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Datacon, 55 Mobile networks, 5% Broadband, mshare (usd~2b). Biggest competitor i Te
i =1 ina Biversified Compaition { especiallyin Same hurdie rates 25 GSU minimum 25%
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[ludges Sciemific 5 |research budgets might affect the company. = e a0
couldbea Nolarze
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Halma industrial and k heslthcare  ichainbasedon d 4 uign 4 o [ 5 suersge is 135%. Halms targsts markets | 30
racilties, challenges. T n million, eranc, . " hare. with relatively low capital inzansity and
noclient B ified risk UK:34% of sales, US: 10% of Sales, Asia: 10% of DCCisa distribution business. highl: The fossil 1,2x ND/EBITDA The ROIC of DCC is in the low to mid teens.
health care and technolosy. more than 15 oftotal profits. Sales. Rest ofsalas: Europe o4 DCCis an
pcc 5 |recurring nsture in many of the services offered by DCC. We -+ 3 political sellers. a 30
whols s | pushtomovefrommore [ Competitionis highlyfragmentad.
Fiovi j i 8 trasi Grited sndisss sk i i 1 et
enices. The and Automotive  Giass States and Canada. $25% of sales rom US and sownzurns © Regulations,  Seruice King. The industry i< highly fragmented
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Nordic «Nuts and Bolts» vs. FAANG: A Return Comparison

Return since Lifco IPO in 2014

Return since Lifco IPO (at closing price on IPO-date)
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«Big 4» total return (since Lifco IPO in 2014)

I Total Return

Lifco AB Lagercrantz Addtech AB Indutrade OMX
Class B Group AB Class B AB Stockholm
Class B 30
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Market cap

B Market Value - Security Level
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Red flags: Permanent & Temporary Effects

— e Addlife

Red flags mma Temporary effect Buy/Hold Diploma

\\\\\\\\\\\\\\\\\\\\

34



	Default Section
	Slide 1
	Slide 2: REQ Group Structure
	Slide 3: REQ Capital
	Slide 4: REQ Global Compounders
	Slide 5: What is “Compounding”?
	Slide 6: Background for studying Superinvestors
	Slide 7: Takeaway
	Slide 8: The “model” of High performing acquisition-driven compounders
	Slide 9: Offers us the best of two worlds
	Slide 10: Creating Great risk-mitigating characteristics
	Slide 11: Constellation Software since IPO in 2006
	Slide 12: Meeting “The GOAT”: CEO Mark Leonard, Constellation Software
	Slide 13: The next Constellation Software? Examples from REQ Global Compounders
	Slide 14: Superior Long-Term Share Price Performance – Global 20 years
	Slide 15: Small- and medium sized companies in Germany
	Slide 16: Examples of German acquisitions in the portfolio
	Slide 17: Case example: Lifco acquires Heinz Schuller KG
	Slide 18: Case example: Addtech acquires Fey Elektronik GmbH
	Slide 19: REQ Global Compounders – look through statistics
	Slide 20: Global track record (EUR)
	Slide 21: Performance since launch (EUR)
	Slide 22: Content
	Slide 23
	Slide 24: REQ Global Compounders: Top 10 Positions
	Slide 25: Pricing From a Historical Perspective
	Slide 26: Early innings of growth in Europe
	Slide 27: Recognizing Common Red Flags
	Slide 28: Programmatic acquirers
	Slide 29: Underwriting Considerations
	Slide 30: The Underwriting Process
	Slide 31: Nordic «Nuts and Bolts» vs. FAANG: A Return Comparison
	Slide 32: «Big 4» total return (since Lifco IPO in 2014)
	Slide 33: Market cap
	Slide 34: Red flags: Permanent & Temporary Effects


