From our Fund
Manager’s Desk

As a core holding in Melville Douglas portfolios, AVI
has delivered positive returns over the past two years,
reinforcing its role as a defensive, high-quality name in
the South African consumer staples space.

While the start of the 2025 calendar year proved
challenging, marked by muted revenue growth and
volume pressure, group earnings remained resilient. This
performance was underpinned by AVI's diverse portfolio
of leading brands, ongoing factory automation initiatives,
and strong operating leverage. In the latter part of the
year, management executed a series of strategic actions
to mitigate the impact of weak volumes on top-line
growth. These measures included both portfolio and
supply chain optimisation.




A legacy spanning decades in consumer brands

The major historical turning point for AVl was back in 1999, when Anglovaal unbundled its assets and AVl became a
standalone consumer brands company, publicly listed on the JSE. Since then, AVI's strategy has centred on building
and growing leading South African brands in the fast-moving consumer goods (FMCG) market. While known as a
food producer, the company's scope is more diverse, encompassing well-known industry leading food, beverages,
fashion apparel, footwear, and cosmetics through its various subsidiaries.

Diverse portfolio of consumer brands
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AVI's competitive strength is anchored in its portfolio of iconic brands, many of which have been household names
for decades and enjoy deep-rooted consumer loyalty. Brands such as Five Roses, Freshpak, Bakers, I&J, and Yardley
are synonymous with quality and tradition, forming part of South Africa’s cultural fabric. This enduring brand equity
provides AVI with significant pricing power and the ability to offset volume pressures, enabling the group to maintain
industry-leading margins even during periods of economic strain. The ability to command premium positioning
across categories, from beverages and snacks to seafood and personal care, creates a robust platform for consistent
cash generation and return on capital. In a market where consumer confidence is volatile, AVI's brand strength acts
as a defensive moat, underpinning resilient earnings and supporting its long-term investment appeal.

Over the years, the group has focused on innovation and operational improvements within its subsidiaries, growing
its operating profits consistently.
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As a core holding, AVI presents a compelling investment proposition across economic cycles.

AVI — Core investment tenets

/ lconic consumer brands in staples markets

A portfolio of trusted household names—such as Five Roses, Freshpak, Bakers, 1&J, and Yardley—anchored in
essential product categories and appealing across income segments. This brand heritage provides AVI with enduring
consumer loyalty and pricing power.

/ Margin resilience

Through disciplined macro-hedging strategies and operational scale, AVI effectively navigates input cost volatility
and currency fluctuations, sustaining industry-leading margins even in challenging environments.



GROUP MARGINS
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/ Disciplined capital allocation
Consistent free cash flow generation enables reinvestmentin growth initiatives while returning capital to shareholders
via regular dividends and periodic special distributions, underscoring AVI's commitment to shareholder value.
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/ Focus on strong ROIC and ROCE
High returns on invested capital are a hallmark of AVI's strategy, evidenced by sector-leading ROE 235%, supported
by prudent investment and operational efficiency.

/ Balanced, conservative financial structure

Debt levels are maintained at conservative thresholds across interest rate cycles, ensuring financial flexibility and
mitigating exposure to excessive leverage risk.



AVI is positioned as a high-quality defensive play, offering near-term earnings resilience and long-term value
creation. Management's decisive actions, streamlining underperforming operations and optimising procurement to
ensure uninterrupted supply for its Footwear and Apparel division, are expected to drive a profitable festive season
and support margin improvement. Coupled with AVI's portfolio of iconic brands and disciplined cost management,
these measures reinforce its ability to navigate volume pressures while sustaining industry-leading returns.
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Inan environmentwhere defensive quality and cash generation are paramount, AVI presents acompelling opportunity
at an attractive valuation. With enduring brand equity, robust free cash flow, and a conservative balance sheet, the
group remains a core holding for investors seeking stability and upside potential as market conditions normalise.
Furthermore, AVl is well-positioned to benefit from any macroeconomic recovery, leveraging its operational agility
and strong brand franchise to capture incremental growth.




Melville Douglas
Melville Douglas Investment Management (Pty) Ltd is a subsidiary of Standard Bank Group Limited.
Melville Douglas Investment Management (Pty) Ltd (Reg. No. 1962/000738/06) is an Authorised Financial Services Provider. (FSP number 595).

This summary brochure has been prepared for information purposes only and is not an offer (or solicitation of an offer) to buy or sell the product. This document and the information in it may
not be reproduced in whole or in part for any purpose without the express consent of Melville Douglas.

Allinformation in this document is subject to change after publication without notice. While every care has been taken in preparing this document, no representation, warranty or undertaking,
express or implied, is given and no responsibility or liability is accepted by Melville Douglas as to the accuracy or completeness of the information or representations in this document. Melville
Douglas is not liable for any claims, liability, damages (whether direct or indirect, actual or consequential), loss, penalty, expense or cost of any nature, which you may incur as a result of your
entering into any proposed transaction/s or acting on any information set out in this document.

Some transactions described in this document may give rise to substantial risk and are not suitable for all investors and may not be suitable in jurisdictions outside the Republic of South
Africa. You should contact Melville Douglas before acting on any information in this document, as Melville Douglas makes no representation or warranty about the suitability of a product
for a particular client or circumstance. You should take particular care to consider the implications of entering into any transaction, including tax implications, either on your own or with the
assistance of an investment professional and should consider having a financial needs analysis done to assess the appropriateness of the product, investment or structure to your particular
circumstances. Past performance is not an indicator of future performance.
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