The Quest Australian Equities Concentrated
Portfolio is a Separately Managed Account (SMA),
actively managed by Quest Asset Partners Pty
Limited. Our objective is to out perform 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.

The Quest portfolio rose 2.2% in February. The 8 month return for
th
the portfolio from June 30 2017 to February is 12.8% pre fees.
The ASX 300 market rose by 0.3% on an accumulation basis in
February, not a bad result after a global correction mid-month!
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February highlights included the half yearly reporting season
which saw more than 2000 companies release results over 4
frenetic weeks. This was a good season for the Quest portfolio with
25 of our 29 stocks reporting. We saw 11 results above expectation
and 11 as expected. Highlights were Viralytics (see below),
Insurance Australia up 17% and Lend Lease up 14%. Only 3
were below expectations and these were of little consequence
overall.
This was a solid outcome in a month that saw some major
disappointments among stocks we do not own i.e. Super Retail
down 22%, BWX down 34%, Dominos down 18%, Tabcorp down
11% and Vocus down 18%.
During February, the world’s fifth largest pharmaceutical company,
Merck announced a scheme of arrangement to buy Quest owned
Viralytics. The agreement is at $1.75. Viralytics rose 141% from
63 cents to $1.65 in February as a result.
Quest manages $860 million across 3 portfolios; our Australian
Equities Concentrated portfolio, the Ex 20 portfolio and our new
Highly Concentrated 10 stock portfolio.
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February was a good reporting season overall. Revenue
growth was up 6% in the ASX200 with 7% earnings growth.
About 38% of stocks beat consensus. There are signs of
inflationary pressure on some input prices, slightly higher
interest costs, early signs of labour shortage and higher tax
rates as carried forward losses diminish. Miners generally
reported higher costs than expected but enjoyed firm
commodity prices.
The Quest best in February was Viralytics up 141% after the
announcement of a scheme of arrangement to sell the
company to US pharmaceutical giant Merck & Co. Inc at a
whopping premium. Quest has owned Viralytics since
January 2014 with an initial purchase price of 28 cents and an
average entry for our investors of 40 cents. The bid is at
$1.75. A big win here with more than $15 million added to our
portfolios.
Lend Lease reported well and the stock has regained a lot of
the ground lost back in October when the company
announced some technical issues in the construction division.
The development division has however picked up the shortfall
and with a very solid development book in hand of $56 billion.
Lendlease announced a $500 million buy back, a year earlier
than we had anticipated.
Insurance Australia reported well also and seems to be in
some sort of insurance sweet spot with potential for premium
growth, lower claims experience and the potential sale of the
Asian investments. IAG contrasts starkly with QBE that is still
struggling with the disastrous acquisition strategy of last
decade.
Amcor has been added to the portfolio after a price tumble
reflecting increased costs in flexible packaging production,
poor emerging market sales and weaker beverage demand.
We anticipate Amcor can recover some of these costs and
will make further acquisitions this year. We see Amcor as
over-sold at these levels.
Small increases were made in our holdings in Lendlease,
Oilsearch and Commonwealth Bank. Some sales were
made in Evolution Mining. Our holding in Brambles has
been sold post a review of the recent result which resulted in
a reduction to our price target.
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General Motors has sold 175,489 Cadillacs in China in 2017
compared to 156,440 in the USA. It is the first time more sales
have been achieved in China than at home and has led to
Cadillac announcing the expansion of Chinese retail outlets to
300 from 180 this year. Cadillac appeals to buyers as it is seen
as less mainstream than Audi, Mercedes and BMW.

The Quest team invest to make an above average return; not to
beat an index.
Our portfolio historically does not represent an index.
A Quest portfolio will include known names such as major
banks and industrials but we look to add value outside of the
major stocks. The portfolio typically carries a number of mid and
smaller stocks as market research in these sectors is often
scant. Details of our process are on the website.

Phone 02 9409 2300 for Michael and 9409 2301 for Chris.
Suite 8.07, 6A Glen St, Milsons Point NSW 2061

quest@questap.com.au www.questap.com.au

Cash is currently above average at 9%.
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

