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Portfolio Description 

The Fund invests in a concentrated selection of Australian listed 
companies, with between 15 to 30 stocks typically held in the 
portfolio. 

Investment Strategy 

The fund's strategy is based on the belief that, over the medium to-
long term, stock prices are driven by the ability of management to 
generate excess returns over their cost of capital in their chosen 
industry. The fund generally invests in high quality companies with 
strong balance sheets and earnings in the S&P/ASX 300 
Accumulation Index. The fund predominantly invests in Australian 
companies and therefore does not hedge currency risk.  

Investment Objective 

To provide long-term capital growth by investing in a concentrated 
portfolio of 15-30 securities. The option aims to outperform the 
S&P/ASX 300 Accumulation Index over rolling three year periods 
before fees and taxes. 

Key Investment Personnel and Experience (Industry / Firm) 

Dushko Bajic Head of Australian Equities, Growth (1996 / 2014) 
David Wilson Deputy Head (1987 / 2015) 
Christian Guerra Head of Research (1996 / 2016) 

 
Product Overview 

APIR code FSF0016AU 
Inception date 20 December 1994 
Fund Size (A$) 148 million 
Benchmark S&P/ASX 300 Accumulation Index 
Number of stock holdings 29 
Buy / Sell spread 0.20% / 0.20% 
Minimum investment (A$) 5,000 
Management cost (p.a.)* 0.96% 
* Information on Management Costs (including estimated indirect costs) is set out in the 

Fund’s PDS. 
 

Rolling 3 year return (%) 

 
Top 5 holdings 

Stock 
Afterpay Touch 
BHP Group 
Commonwealth Bank 
CSL 
National Australia Bank 

Sorted alphabetically 

Performance Summary (%) 

Period 3mth 1yr 3yr 5yr 7yr 10yr SI 
Net return 18.2 23.3 16.3 12.1 10.6 9.6 12.3 
Benchmark return 13.8 1.7 6.8 8.8 7.4 8.1 9.5 
Excess net return 4.4 21.6 9.5 3.3 3.2 1.5 2.8 
Income return 0.2 1.7 2.3 2.8 2.7 3.1 7.8 
Growth return 18.0 21.6 14.0 9.4 7.9 6.5 4.5 

 
Risk Characteristics 

Period 1yr 3yr 5yr 7yr 10yr SI 
Fund standard deviation (%) 26.6 17.8 15.6 14.9 14.7 13.9 
Benchmark standard deviation (%) 27.2 17.5 14.9 14.3 13.6 13.1 
Tracking error (%) 5.8 5.2 5.1 4.7 5.4 4.7 
Fund Sharpe ratio 0.9 0.9 0.7 0.6 0.5 0.6 
Information ratio 3.7 1.8 0.7 0.7 0.3 0.6 
Beta 1.0 1.0 1.0 1.0 1.0 1.0 
Cashflow adjusted turnover (%) 47.0 45.7 52.7 58.8 54.7  

The benchmark from inception was the S&P/ASX 100 Accumulation Index, from 11 June 
2013 the S&P/ASX 200 Accumulation Index, from 8 June 2020 the S&P/ASX 300 

Accumulation Index. 
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Growth of AUD 10,000 Investment Since Inception 

 

  Distributions 

 
 
Top 5 attributors to performance (3 months) 
Sector Attr. 
Information Technology 3.18% 
Materials 0.84% 
Industrials 0.79% 
Communication Services 0.71% 
Consumer Discretionary 0.42% 

 

  Top 5 detractors to performance (3 months) 
Sector Attr. 
Consumer Staples -0.75% 
Financials -0.53% 
Energy -0.31% 
Real Estate -0.16% 
Utilities 0.32% 

 

 
Performance returns are calculated net of management fees and transaction costs. Performance returns for periods greater than one year are annualised. Past performance is not a 
reliable indicator of future performance. 
Data source: First Sentier Investors 2020  
Data as at: 31 December 2020 

 
Market Review 

The Australian equity market moved higher in each month of the December quarter. The majority of the quarterly return, however, was delivered through 

November as the market experienced its best monthly return since the inception of the S&P/ASX 300 Index (May 1992). The driving catalyst was a flurry of 

coronavirus vaccine news, with three different companies releasing impressive efficacy results, and additional monetary stimulus programs. Improving 

economic data points also added some support whereas ongoing US election controversy detracted from sentiment. In totality, the S&P/ASX 300 

Accumulation Index finished the calendar year with a return of +13.8% in the final quarter. 

The positive reaction to the vaccine news was most noticeable amongst the sectors that had lagged the market’s recovery, such as Energy (+26.1%) and 

Financials (+22.8%). Oil prices moved 18% higher (in AUD terms) over the quarter given the prospect of recovering demand, particularly from the 

transportation industry. The improving economic outlook helped push the Financials sector higher, particularly the major and minor banks.  

Information Technology (+22.8%) was another top performing sector as Australia’s tech companies benefited from the growing reliance on their products and 

services. The administration and IT services company Link Administration (LNK) rallied +48.8% through the quarter after receiving two separate non-binding 

takeover offers. The higher of the two proposals valued LNK at $5.65/share, more than 50% above the share price at the start of the December quarter. 

Several positive business updates, all of which detailed continued customer and merchant growth in each geography, helped push the Buy-Now-Pay-Later 

(BNPL) firm Afterpay +47.5% higher.  

Both the Utilities (-5.4%) and Health Care (-1.0%) sectors underperformed in the December quarter. AGL Energy fell -12.3% as it downgraded its FY21 profit 

guidance given the challenging headwinds facing the business, such as lower wholesale electricity prices and reduced aggregate consumer volumes. 

The declines experienced by both Ansell (ANN) and Ramsay Health Care (RHC) dragged on the Health Care sector. ANN, a personal protective equipment 

producer, fell -6.3% given the prospect of reduced PPE demand as the vaccines are rolled out. Private healthcare provider RHC (-5.9%) fell following a first 

quarter trading update that detailed the ongoing headwinds facing the business as a result of the coronavirus pandemic, such as surgical restrictions, 

regional outbreaks and lower demand for services. 

Fund Performance 

The Wholesale Concentrated Australian Share Fund delivered another strong quarterly return as it outperformed its benchmark, the S&P/ASX 300 

Accumulation Index, by more than 4%. 

Over what has been an unprecedented year for capital markets, the Fund performed admirably and delivered a pleasing return for investors. By investing in 

companies with above-market growth potential, high-quality earnings and robust balance sheets, the Fund outperformed the broader equity market by more 

than 20% in the 2020 calendar year. 

Contributing to the Fund’s outperformance were the overweight positions in the Buy-Now-Pay-Later firm Afterpay (APT) and the cloud accounting software 

provider Xero (XRO). Afterpay moved +47.5% higher through the December quarter as it benefited from a raft of positive trading updates. Each update 

highlighted continued customer, merchant and sales growth while loss metrics remained relatively unchanged. The most recent trading update announced 

that the business had set a new monthly sales record in November, with more than $2.1bn in sales being processed through the platform. Adding further 

support was the partnership between APT and Westpac Bank, which will allow APT to offer Australian customers transaction and savings accounts along with 

other cashflow management tools. The additional products will help cement Afterpay’s dominant position in the market whilst also offering additional 

transaction data that will feed into APT’s risk control mechanisms. 

XRO rallied +10.8% as expectations of a recovery in SME activity improved. A positive first-half result provided additional support, with XRO explaining 

positive subscriber growth and lower costs helped margins and earnings to grow above consensus expectations. Through its cloud accounting software, 

subscribers are able to efficiently view and submit tax return filings, monitor live data from bank feeds and access their ledger anywhere and at any time. 

These items place XRO in good stead to grow its market share, particularly in the US, and drive profitability. 
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  Somewhat dragging on the Fund’s performance were the overweight positions in The a2 Milk Company (A2M) and Megaport (MP1). A disappointing trading 

update released in December was the key catalyst driving A2M’s -18.5% decline. The continued disruption to diagou sales activity, which represents a 

significant portion of infant nutrition sales, drove A2M to downgrade its FY21 sales and earnings guidance. Management noted that the protracted disruption, 

caused by lockdown laws and travel restrictions, had also spread to A2M’s other nutritional segments. While the overall trading update was disappointing, the 

release also included several positive items. Chinese MBS sales activity has remained strong through 1H21 with revenue growth expected to reach 40%. 

Further, the liquid milk businesses in Australia and the US have been performing well and are expected to deliver strong first-half earnings growth. 

The cloud connectivity services provider Megaport (-11.4%) moved lower following the release of its first-quarter trading update in the early stages of the 

quarter. Despite adding an additional 566 ports and 138 customers in the first quarter of FY21, the market instead focused on the temporary slowing in 

revenue growth caused by a one-off repricing of legacy products. An investor presentation released later in the quarter helped MP1 to somewhat recover as 

management noted continued customer, ports and EBITDA growth. We remain attracted to MP1 given its global leadership in Software Defined Networking, 

offering corporates and enterprises flexible, scalable, on-demand cloud connectivity via its NaaS (Network as a Service) offering. 

Fund Activity 

We selectively added to several recovery-led companies early in the quarter, such as those in Energy and travel-related industries. The purchase activity in 

the Energy sector was focused on a company exposed to the capex cycle of major oil producers, which we expect will pick up as the prospects for a recovery 

in oil prices improve. These purchases were primarily funded by profit taking of several holdings that added significant value to the Fund’s performance earlier 

in the year, such as those in the Information Technology and the Materials sectors. 

Market Outlook 

With several coronavirus clusters emerging towards the end of December, the immediate focus of equity markets will be on the number of domestic 

coronavirus cases and how long lockdown and travel restrictions remain in place. While substantial progress has been made in regards to a coronavirus 

vaccine over the last few months, Australia is not scheduled to begin its rollout until late February. As a result, we believe market volatility will likely continue 

through 2021 as countries face the difficult task of rolling out vaccine programs and opening up their economy. Fund positioning is of key focus given the 

multitude of scenarios available. We believe the Fund is well positioned based on our fundamental insights, however we are not resting on our laurels and are 

carefully watching and will adjust the composition as information changes. 

We are continuing to look for those companies with distinctive products/services that have the ability to grow earnings and market share in spite of anaemic 

household consumption. This also requires an open mind to company research. We do not ignore stocks trading at a given valuation metric or because their 

businesses are too new or complex. We are diligently scouring the investment universe to identify those companies likely to come through this crisis, as their 

competitors falter, and benefit from their stronger market position on the other side. 
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Portfolio Beta measures the portfolio's sensitivity to benchmark movements. Mathematically, it is the covariance of the portfolio vs the benchmark divided by the variance of the benchmark. The covariance and variance are ex 
ante calculations based on current weights and historic patterns of return over the past five years. 

Turnover is the average of sales and purchases divided by the average portfolio size. 

Cashflow Adjusted Turnover is the same as above, except that the lesser of sales and purchases is used in place of the average of the two. This is to adjust for turnover that is related to investing inflows or selling stocks to meet 
outflows rather than related to active management of the portfolio. 

 

 

www.firstsentierinvestors.com.au 

For further information 
Personal investors 
Speak with your Financial Adviser whether our products are appropriate, in light of your investment needs, objectives and financial situation. 
Download Product Disclosure Statements from below website link. 
www.firstsentierinvestors.com.au/individual-pds 

This report has been prepared by and is issued by First Sentier Investors (Australia) IM Ltd (ABN 89 114 194 311, AFSL 289017) (FSI AIM) which forms part of First Sentier Investors. First Sentier Investors is ultimately owned by 
Mitsubishi UFJ Financial Group, Inc (MUFG). 
Materials must not be reproduced or transmitted in any form without the prior written consent of FSI AIM. A copy of the Financial Services Guide for FSI AIM is available from First Sentier Investors on its website. 
This material contains general information only. It is not intended to provide you with financial product advice and does not  take into account your objectives, financial situation or needs. Before making an investment decision, you 
should consider, with your financial adviser, whether this information is appropriate in light of your investment needs, objectives and financial situation. 
Total returns shown for the Fund or any Portfolio have been calculated using exit prices after taking into account all ongoing fees and assuming reinvestment of distributions. No allowance has been made for taxation. Past 
performance is no indication of future performance. 
The product disclosure statement (PDS) and Information Memorandum (IM) for the First Sentier Wholesale Concentrated Australian Share Fund, ARSN 087 569 640 (Fund) issued by Colonial First State Investments Limited (ABN 
98 002 348 352, AFSL 232468) (CFSIL) should be considered before making an investment decision. The PDS or IM are available from First Sentier Investors on its website. 
CFSIL is a subsidiary of the Commonwealth Bank of Australia (Bank). The Bank, MUFG and subsidiaries thereof do not guarantee the performance of the Fund or the repayment of capital by the Fund. Investments in the Fund are 
not deposits or other liabilities of MUFG, the Bank or their respective subsidiaries, and investment-type products are subject to investment risk including loss of income and capital invested. First Sentier Investors was acquired by 
MUFG on 2 August 2019 and is now financially and legally independent from the Bank. 
To the extent permitted by law, no liability is accepted by the Bank, MUFG or any affiliates thereof for any loss or damage as a result of any reliance on this information. This information is, or is based upon, information that we 
believe to be accurate and reliable, however neither the Bank, MUFG nor any affiliates thereof offer any warranty that it contains no factual errors. Any opinions expressed in this material are the opinions of FSI AIM at the time of 
publication only. Such opinions are subject to change without notice. 
Copyright © First Sentier Investors (Australia) Services Pty Limited 2020 
All rights reserved. 
The indexes referred to in this document ("Index") are products of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by FSI AIM. Copyright © 2020 S&P Dow Jones Indices LLC, a division of S&P 
Global, Inc., and/or its affiliates. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones 
Indices LLC's indices please visit www.spdji.com. S&P® is a registered trademark of S&P Global and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC. Neither S&P Dow Jones Indices LLC, Dow Jones 
Trademark Holdings LLC, their affiliates nor their third party licensors make any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class or market sector that it purports 
to represent and neither S&P Dow Jones Indices LLC, Dow Jones Trademark LLC, their affiliates nor their third party licensors shall have any liability for any errors, omissions, or interruptions of any index or the data included 
therein. 
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