The Quest Australian Equities Concentrated Portfolio is a
Separately Managed Account (SMA), actively managed by
Quest Asset Partners Pty Limited. Our objective is to
outperform the S&P/ASX300 Accumulation Index. SMA’s
are professionally managed portfolios that allow the
investor to retain beneficial ownership of underlying
securities while maximising transactional visibility.

A small gain by the local market while annual and half yearly
results dominated the agenda. This was a remarkable reporting
season which saw a number of mystifying moves particularly in
premium high multiple stocks. The most expensive premium stocks
recorded further gains, many above 20%, despite the overall
earnings forecasts for that premium group being lowered during the
month. We expect this to correct.
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Industrials were led by the Telco and Healthcare sectors, with the
former surging on the Vodaphone/TPG merger announcement.
Healthcare was again led by CSL and Cochlear. CSL is now
Australia’s third largest stock behind CBA and BHP and ahead of
Westpac and ANZ. Transurban won the play of the month by
buying 51% of Sydney’s WestConnex for $9.3 billion and
announcing a hefty $4.8 billion equity raise.
Most global markets were firmer with the Dow Jones up 2.1%, S&P
500 up another 3%, NASDAQ up 5.7% and Japan up 1.3%. The
prevailing global issue continues to be the escalating trade war
which markets seem to have ignored.
Our portfolio lagged in August. Three of our stocks performed very
well but generally our holdings, particularly the smaller stocks, were
unresponsive during the reporting season leaving us with a return
below benchmark.
Quest out performance is 4.1% over 1 year pre fees and maintains
our since inception out performance at above 4% per annum ahead
of the market since inception in 2005.
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The Quest portfolio fell back slightly in August and underperformed
the market in a month dominated by the annual reporting season.
Reporting season saw some large share price moves but on this
occasion few of our stocks made dramatic moves. Bravura
Solutions rose 30% and is close to our target zone after a massive
run. CSL again traded well up another 17% and is now the third
largest company in Australia. Macquarie Bank rose 5.3% (and outperforming the major banks for a year now) while Boral rose 5.2%
after a good result.
Healthcare technology stock Oneview fell 16% on thin volume but
has jumped 47% during September. Alacer Gold, like most gold
stocks, slipped back 16% after a July surge. Alacer Gold are
commissioning a new $700m sulphide ore plant this quarter, this is a
crucial time for Alacer. Janus Henderson fell 10% after finalising the
sole CEO position (previously dual CEO’s post the Janus merger).
While most of our stocks met our expectations in reporting season,
we did not have any feature performances this month in a market that
does seem to be at a cross roads for direction.
Galaxy Resources has been added to our portfolio. Galaxy is
capped at $990 million with no debt and produces high margin
spodumene for export to Asia from the Mt Cattlin mine in Western
Australia. Galaxy also owns two lithium development projects, the Sal
de Vida brine lithium deposit in northern Argentina and the James
Bay hard rock project in Quebec. A recent sale of Sal de Vida
northern tenements to Posco has delivered a further USD$280 million
in cash. Galaxy is also pursuing a sell down off the Sal de Vida main
project which may deliver an offtake agreement.
Lithium stocks have had a shabby year so far after spectacular rises
in 2016 and 2017. We see the drive to electric vehicles as having
gathered pace and that demand for high grade lithium will continue.
Galaxy has a solid cash position, a cash generating asset in WA and
the potential sell down of Sal de Vida to come and is primed for some
form of capital management before year end. The weakness in the
stock in recent weeks has led to our initial position.
Serko was added to the portfolio in August. Serko’s technology
solution provides business travelers with the ability to manage their
travel across every stage of the journey. Through its relationships
with travel management companies Serko has achieved 70% market
share in Australian and New Zealand and is now pushing into
offshore markets. We rate Serko as a B grade under our Q stocks
process and expect profitability to grow as the business achieves
scale.
Portfolio positions were increased in BHP, Tabcorp and insurer IAG.
Some profits were taken in Commonwealth Bank, Westpac and
Lendlease. Updater was sold after the company proposed delisting
the business in Australia. This proposal surprised us, is not in the
interest of our investors and we have voted with our feet!

The Quest Ex-20 portfolio is open for investment for both
sophisticated and retail investors. This portfolio is perfect for those
that wish to increase exposure to mid and small stocks, or if you
already own large stocks and are looking for exposure to some lesser
known interesting stocks to augment returns.
The portfolio is currently running at 6.6% ahead of the benchmark
over 1 year to July 2018 with a return of 25.2% pre fees. Ring Troy
for details on 9409 2303.

Our new super concentrated portfolio had a return of 3.4% at end of
June after initiating in March. This is a highly concentrated best ideas
portfolio using the same Quest process. Ring Chris for details on
9409 2301.

The population of China is expected to peak in 2025 at 1.45 billion,
only a little higher than current. China has 418 million millennials, 5
times the equivalent population in the USA. By 2025 most pass
beyond child bearing age but they will continue to drive domestic
consumption. A consuming base of this size lessens the chance of a
US trade war having any long term effect on China.

The Quest team invest to make an above average return. It is not to
beat an index. We research investments and invest based on our
assessed valuation.
A Quest portfolio includes known names such as Woodside
Petroleum and industrials such as Lendlease. We also look to add
value outside of the major stocks, recent examples being Viralytics,
Bravura and Bingo Industries. The portfolio typically carries a number
of mid and smaller cap stocks where we believe our experience gives
us an advantage.

Phone 02 9409 2300 for Michael, 9409 2301 for Chris and
9409 2303 for Troy.
Suite 8.07, 6A Glen St, Milsons Point NSW 2061
quest@questap.com.au www.questap.com.au

Disclaimer
This report has been prepared by Quest Asset Partners Pty Limited, AFSL 279207 (wholesale), ABN 47 109 448 802. It should be regarded as general information only rather than
advice. It has been prepared without taking into account any person’s objectives, financial situation or needs. Whilst Quest has used its best endeavours to ensure the information within
this document is accurate it cannot be relied upon in any way and recipients must make their own enquiries concerning the accuracy of the information within. Past performance is not a
reliable indicator of future performance. All performance figures are based on the JBWere Multi-Asset platform seed portfolio. Performance can vary by platform and client due to
mandate restrictions and other constraints. Before making any financial investment decisions we recommend recipients obtain legal and taxation advice appropriate to their particular
needs. Investment in a Quest Asset Partners Separately Managed Account can only be made on completion of all the required documentation. As Quest hold a wholesale AFS licence,
this report should not be passed on to any retail client.
The Lonsec Rating (assigned September 2017) presented in this document is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445. The Rating is limited to
“General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial product(s). Past performance information is
for illustrative purposes only and is not indicative of future performance. It is not a recommendation to purchase, sell or hold Quest Asset Partners Pty Limited product(s), and you should
seek independent financial advice before investing in this product(s). The Rating is subject to change without notice and Lonsec assumes no obligation to update the relevant
document(s) following publication. Lonsec receives a fee from the Fund Manager for researching the product(s) using comprehensive and objective criteria.
For further information regarding Lonsec’s Ratings methodology, please refer to our website at: http://www.lonsecresearch.com.au/research-solutions/our-ratings

