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Portfolio Description 

The Fund invests in large Australian listed companies, with between 
30 to 40 stocks typically held in the portfolio. The Fund utilises 
gearing to magnify returns from underlying investments. 

Investment Strategy 

We believe stronger returns are achieved by investing in growing 
companies that generate consistent returns and reinvest above their 
cost of capital. Indepth industry, stock and valuation analysis is the 
foundation of our process. The Fund  predominantly invests in quality 
Australian companies with strong balance sheets, earnings growth 
and high/improving returns on invested capital. The Fund utilises 
gearing to magnify investment returns. 

Investment Objective 

To magnify long-term returns from capital growth by borrowing to 
invest in large Australian companies. The Fund aims to outperform 
the S&P/ASX 100 Accumulation Index over rolling 7-year periods 
before fees/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 FSF0043AU 
Inception date 15 August 1997 
Fund Size (A$) 7,363 million 
Benchmark S&P/ASX 100 Accumulation Index 
Number of stock holdings 33 
Buy / Sell spread* 0.20 - 0.50% / 0.20 - 0.50% 
Minimum investment (A$) 5,000 
Management cost (p.a.)* 1.03% (g) 2.19% (n) 
* Buy/sell spreads depend on the specific gearing level of the option. 
* Information on Management Costs (including estimated indirect costs) is set out in the 

Fund’s PDS. 
 

Rolling 3 year return (%) 

 
Top 5 holdings 

Stock 
BHP Group 
Commonwealth Bank 
CSL 
National Australia Bank 
Westpac Bank 

Sorted alphabetically 

Performance Summary (%) 

Period 3mth 1yr 3yr 5yr 7yr 10yr SI 
Net return 4.3 98.4 21.9 20.0 15.0 13.5 14.7 
Benchmark return 4.5 36.8 9.9 10.3 7.7 8.2 8.7 
Excess net return -0.2 61.6 12.0 9.7 7.3 5.3 6.0 
Income return 2.0 19.0 13.0 15.9 13.1 10.0 8.2 
Growth return 2.3 79.3 8.9 4.1 1.9 3.4 6.5 

 
Risk Characteristics 

Period 1yr 3yr 5yr 7yr 10yr SI 
Fund standard deviation (%) 22.9 34.9 30.0 29.9 29.2 28.1 
Benchmark standard deviation (%) 12.1 17.2 14.4 14.1 13.5 13.3 
Tracking error (%) 12.2 18.3 16.2 16.5 16.4 16.0 
Fund Sharpe ratio 4.3 0.7 0.6 0.4 0.4 0.4 
Information ratio 5.0 0.7 0.6 0.4 0.3 0.4 
Beta 1.8 2.0 2.0 2.1 2.1 2.0 
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Growth of AUD 10,000 Investment Since Inception 

 

  Distributions 

 
 
Top 5 attributors to ungeared performance (3 months) 
Sector Attr. 
Energy 0.18% 
Utilities 0.10% 
Consumer Discretionary 0.09% 
Industrials 0.04% 
Materials -0.13% 

 

  Top 5 detractors to ungeared performance (3 months) 
Sector Attr. 
Information Technology -0.61% 
Real Estate -0.44% 
Health Care -0.39% 
Communication Services -0.35% 
Consumer Staples -0.24% 

 

 
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 2021  
Data as at: 31 March 2021 

 
Market Review 

The Australian equity market enjoyed positive performances in each month of the March quarter as improving economic data and solid earnings season 

results inspired confidence in the face of rising bond yields and inflation expectations. The factor rotation that started in the late stages of 2020 continued 

throughout the March quarter, leading to some profit taking in the sectors that had outperformed earlier in the market’s recovery and the continued recovery 

of the Financials and Energy sectors. Overall, the S&P/ASX 100 Accumulation Index ended the quarter +4.5% higher. 

The Financials sector rallied +12% as expectations of rising interest rates, better-than-expected margin performances, growing capital reserves and 

increasing loan volumes saw most major and minor banks, such as Westpac Bank (+26%) and Bank of Queensland (+15%), post double digit returns. QBE 

Insurance rose +13% as an improving outlook for premium rate increases, retention and growth opportunities in North America overshadowed the US$1.5bn 

net loss experienced in FY20. 

Strong performances in both January and March, with retailers like JB Hi-Fi, Harvey Norman and Bunnings enjoying sales boosts from stimulus programs, led 

the Consumer Discretionary sector +10% higher. One the best performers, however, was Crown Resorts (+22%) as it received a takeover offer from the US 

investment firm Blackstone that valued Crown (CWN) at $11.85 per share. The takeover offer overrode the declines experienced earlier in the quarter following 

the outcome of an inquiry into CWN’s NSW gaming licence and news that both the Victorian and Western Australian governments will follow suit with 

separate Royal Commission investigations. 

The Information Technology sector dropped -12% in the March quarter as selling pressure intensified given the increase in bond yields and factor rotation 

from Growth to Value. The machine learning and artificial intelligence company Appen dropped -36% following its mixed FY20 results, with clients deferring 

their spend due to the coronavirus pandemic, and lower-than-expected FY21 guidance. 

Mixed performances within the Health Care sector resulted in its -2% decline. Despite delivering a solid second quarter result, the medical device 

manufacturer ResMed fell -7% as it suffered from broader profit taking. Key takeaways from the quarterly result included market share gains, recovering new 

patient volumes, and impressive cost control – all of which contributed to increased margins. 

Fund Performance 

The Wholesale Geared Share Fund performed in line with its benchmark, the S&P/ASX 100 Accumulation Index, in the March quarter. 

Contributing positively to the Fund’s performance were the overweight positions in the international pizza chain company Domino’s Pizza (DMP) and the 

copper and gold miner Oz Minerals (OZL). A positive half-year result helped push DMP +12% higher in the March quarter. Market share gains and 131 new 

store openings resulted in double digit growth in revenue (20%) and EBIT (32%) for the half as DMP’s easy-to-use online ordering platform and zero-contact 

delivery initiatives resonated with consumers. Each geography delivered growth, particularly the key growth markets of Japan and Europe. Management 

confirmed that the strong momentum had carried into the second-half with same store sales growth of 10% experienced in the first seven trading weeks. 

Given the robust trading environment and improving profitability, DMP expects its store rollout program to ramp up in the second-half and for the number of 

openings to exceed the 7-9% guidance range. 

Similarly, a positive 2020 full year result helped push OZL +22% higher in the March quarter. Revenue increased by more than 20% as the copper and gold 

miner benefited from the rally in commodity prices and higher gold production, with its Carrapateena mine ramping up six months earlier than originally 

planned. OZL’s 2021 guidance was also well received given its series of growth projects will help it to take advantage of the promising market conditions for 

copper. 

Detracting from the Fund’s performance were the overweight positions in the gold miner Northern Star Resources (NST) and the milk and infant formula 

company a2 Milk (A2M). Gold miners, such as Northern Star Resources (-25%), moved lower through the March quarter as rising US real yields pushed the 

price of the yellow metal lower. News that NST’s merger with Saracen had completed combined with a positive first-half earnings report offered some relief. 

The combination of NST and Saracen creates a top-10 global gold miner with a target production rate of 2mn ounces p.a. by FY27. Heightened gold prices 

throughout the 2020 calendar year helped NST to achieve record profits and cash flow. 
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  A disappointing first-half result and FY21 guidance downgrade drove A2M -32% lower in the quarter. With between 40-50% of sales generated from the 

Daigou channel, A2M faced a significant headwind in the 2020 calendar year as travel restrictions resulting from the coronavirus pandemic eliminated the 

flow of international students and tourists. Recent oversupply in gift shops and CBEC channels added further pressure on earnings. The confluence of these 

factors resulted in A2M reporting a 32% decline in EBITDA for the first-half. Given the delays in the rollout of the vaccine program, management lowered their 

FY21 guidance for revenue and EBITDA margin. 

Fund Activity 

We continued to add to our existing positions in the major banks as a result of the improving economic environment, lower than initially expected bad and 

doubtful debts arising from the coronavirus pandemic, and improving credit growth. We also added to several high conviction technology and energy 

positions. The recent decline across the tech sector created several attractive opportunities. These companies are expected to benefit from strong earnings 

growth in the longer term as continued market penetration and stable operating expenses drive attractive margin expansion. We increased our energy 

exposure given improving prospects for oil demand as the travel industry has benefited from state borders remaining open and the prospect of international 

travel bubbles. 

These purchases were primarily funded by taking some profits in several holdings that added value to the Fund’s performance through the 2020 calendar 

year, such as those in the Materials and Consumer Staples sectors. 

Market Outlook 

The domestic economy continues to make solid strides on the path to recovery as workers and businesses reap the rewards of significant stimulus programs 

and easy access to capital. In fact, central banks, such as the Reserve Bank of Australia and the US Federal Reserve, have maintained their messaging that 

interest rates will not be lifted in the immediate future. The combination of these factors bode well for broader earnings growth, evidenced by the strong 

recovery in domestic and international PMI survey results. 

Despite the improving strength of major economies, with the US widely expected to achieve 9%+ real GDP growth in 2021, we believe market volatility will 

likely continue through the year as countries continue to face the difficult task of accessing and rolling out vaccine programs and opening up their economy. 

Ultimately, it seems clear that uncertainty will persist and that sentiment will ebb and flow as investors digest the latest news flow and statistics. Fund 

positioning is a key focus given the multitude of scenarios available and the velocity at which information can change. 

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 

 Head of Investment Sales and Key Accounts 
 Chris King +61 2 9010 5249 

 Key Account Manager - NSW 
 Angela Vincent +61 2 9010 5230 
 Paul Sleiman +61 2 9010 5393 

 Business Development Manager – NSW 
 Justin Sultana +61 2 9010 5326 

 Key Account Manager - VIC/TAS 
 Nicholas Everitt +61 3 9225 5055 
   
 

    

 Business Development Manager - VIC/TAS  
 Jack Heinz +61 3 9225 5056  

 Key Account Manager - QLD  
 Quin Smith +61 4 5509 5505  

 Business Development Manager – QLD  
 Julie Day +61 4 6641 3176  

 Key Account Manager - WA/SA/NT  
 Nathan Robinson +61 4 0327 2440  

    
 

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, a global asset  management business. First 
Sentier Investors is ultimately owned by Mitsubishi UFJ Financial Group, Inc ( MUFG ).  
It is directed at persons who are professional, sophisticated or wholesale clients and has not been prepared for and is not intended for persons who are retail clients and 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 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. Past performance is no indication of future performance. 
The product disclosure statement (PDS) and Information Memorandum (IM) for the First Sentier Wholesale Geared Share Fund, ARSN 087 563 924 (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 2021 
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 © 2021 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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