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.

Markets surged in February after the US Fed Reserve
appeared to temper their view on interest rates. This shift
was mooted in January and was confirmed by minutes of the
FOMC meeting at the end of the month. In twelve months
we have moved from potentially multiple rate rises and a
growing economy to a flat US rate outlook.
The shift in the interest rate trajectory flipped sentiment in a
stunning reversal of mood compared to late last year.
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In Australia we enjoyed a double whammy as the Royal
Commission report was released, unleashing a flurry of bank
buying. This sector had been flogged by the market for
months and the report contained no surprises. The January
market rally of 3.8% was followed by another 6% in
February.
The ASX300 6.0% lift led the Dow which rose only 3.6%.
The MSCI rose 2.5% and the S&P500 added 3.3%.
Shanghai saw a much needed rally rising 13.8% after a
dismal 2018 which saw an annual fall of 25%.
The Quest portfolio added 6.5% in February, an excellent
result given we own only 30 stocks in a surging index of 300
stocks.
We are pleased to announce that Quest Asset Partners have
been named as a finalist in the Money Management Lonsec
awards in the SMA class for the third year in a row.
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February saw two new positions added to the portfolio in Nine
Entertainment and Bingo Industries and the sale of our
Vista Group holding.
Nine was added after its first result as a merged entity
following the combination with Fairfax. The share price has
weakened in recent months due to soft ad markets in the
December quarter plus a challenging listings environment for
Domain. We have built a position as we believe the combined
entity is an improved business and the broader audience
reach is potentially valuable. Domain is the crown jewel and
there are opportunities to promote the brand further across
the larger combined platform. We rate Nine as a “B” grade
stock and see valuation upside as growth in its digital
businesses offsets the decline in broadcast TV.
Waste recycler Bingo Industries has returned to the portfolio
after an earnings downgrade saw the share price fall 50% in a
day. We know the business well having initially invested at
the $1.80 IPO in May 17 and selling it profitability at $2.70 in
May 18. We see the acquisition of Dial-a-Dump as being
positive for Bingo as it removes a major risk of being short
landfill capacity. While there are still integration risks and
questions about the Bingo exposure to the residential building
cycle, at our entry price of $1.40 we saw these issues as
being sufficiently factored in. The stock has since responded
positively following the ACCC approval of the Dial-a-Dump
acquisition and the announcement of a share buyback. It is
not often that a stock is sold only to be bought back at half the
price within 12 months. The key to our valuation is
understanding the execution risks in the business thus
understanding the realistic value of the stock. The market has
struggled with this issue since listing which allows us to
benefit from the market gyrations.
We added to our position in Westpac ahead of the release of
the much anticipated final Royal Commission findings. We
thought a relief rally was quite possible given the
underperformance of bank shares leading into the report. This
proved to be the case with Westpac jumping 7% on the first
day of trading following the release. After months of analysis
there was nothing unsurprising in the findings other than the
adoption of all 74 recommendations by both political parties
with only a scant read of the report! Expect a more selective
approach to these recommendations post the electoral cycle.
We also added to our position in CSL.

Disclaimer

In February we sold our long held position in cinema software
provider Vista Group. We have held Vista since its IPO in
August 2014 and it has delivered over 200% return in that
time. Although the business continues to perform well the
share price has exceed our valuation so we have banked our
profits.
We also trimmed positions in BHP, IAG, Sonic Healthcare
and Janus Henderson into share price strength.
Cash at the end of the month was around 6% and currently
sits around 8%. The strong start to the year has taken the
market back towards the highs reached in August last year
and valuations are again looking full in many areas of the
market. We continue to hunt for investments that meet both
our quality and valuation criteria.

The Ex 20 portfolio gained more than 7% in February with
solid performances from GTN Limited, James Hardie,
Breville, Amcor, Cleanaway and Audinate Group. This
portfolio is an excellent addition for those seeking mid and
small stocks to supplement existing holdings in larger
companies.

The Quest team invest to make an above average return. We
pay less heed to beating an index.
We research investments from the ground up and invest
based on our assessed valuation. We seek minimum 15%
upside. This valuation becomes our target price.
A Quest portfolio includes known names such as Woodside
Petroleum and industrials such as Amcor. We also look to
add value outside of the major stocks, recent examples being
Aurelia Metals, Viralytics, Bravura, Netwealth and Bingo
Industries. The portfolio typically carries a number of mid
and smaller cap stocks where we believe our experience
gives us an advantage.
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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 October 2018) 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

