AUSTRALIAN EQUITIES CONCENTRATED PORTFOLIO

INVESTMENT PROFILE

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. The SMA
structure allows the investor to retain beneficial ownership of
securities via a custodian while maximising transactional
visibility. A unit trust is unable to provide this level of visibility.

JANUARY SUMMARY

JANUARY 2020

KEY PORTFOLIO FEATURES

Inception 9 February 2005

Investment Universe ASX listed

No. of holdings 32 now, maximum 35

January surprised most observers with a potent 6.5%
rise in the ASX300 accumulation before the corona
virus situation drew selling and reduced the gain to
4.9% at month end.

The Quest January result was ahead of the market at
5.4%.

Quest currently sits in the top quartile of managers over
1 year, 3 years and 5 years. The Morningstar survey
has placed Quest 4™ of 65 Australian equity managers
during calendar 2019.

The 2019 year was a very good year for our investors.
We are however in a new year now. Our focus is on
wealth preservation, unearthing new ideas (which are
likely to be at the smaller end of the market) and
assessing the latest updates in the February reporting
season.

In calendar 2019 our portfolio delivered 30% and
outperformed the market by 7% while our Ex 20
portfolio delivered 37% and outperformed that
index by 10%.

Our team are in the process of structuring a Quest
Australian equities long short unit trust headed by
a leading portfolio manager.

PERFORMANCE BEFORE FEES AND TAX
To 31 January 2020 1 month 3 months
Quest Aust. Equities Concentrated 5.4% 12.2%
ASX 300 Accumulation Index 4.9% 6.0%
Value added 0.5% 6.2%
*per annum

Quest AUM $1.31 hillion
Strategy AUM $86 million
Investment Horizon 3 -5 years

Investment Strategy Fundamental with a key
focus on business quality
and free cash flow

Derivatives/Shorting Nil

Lonsec Rating Reviewed and Rated by

Lonsec

PORTFOLIO RETURNS
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(PAST PERFORMANCE IS NO GUARANTEE OF FUTURE PERFORMANCE)

1 year 3 years* 5 years* 10 years* in;i;gﬁn*
33.5% 16.7% 13.3% 11.7% 12.4%
25.0% 12.4% 9.4% 9.0% 8.1%
8.5% 4.3% 3.9% 2.7% 4.3%
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PORTFOLIO ACTIVITY

Our best absolute performers in January were
Magellan up 18%, Orocobre up 18%, James
Hardie up 14% CSL up 13% while Dexus and
Telstra were both up 8%.

The strength in stocks such as Dexus and Telstra
suggests an increasingly defensive move in the
market. Note that Woolworths and Wesfarmers (not
owned) were also firm, as were most REIT’s.

In early January, we sold our position in insurer
IAG. We have been a holder of the company for two
years and rate the management team highly. The
business has been streamlined and excess funds
returned to shareholders. During late 2019, our
target price was lowered leaving little upside in the
share price. We are cautious of insurance risk in a
market with a declining propensity to afford
premiums and increased natural peril risk. After our
sale, IAG downgraded earnings and fell 15% so our
timing was good.

Funds went to a new position in property developer
and manager the Goodman Group, and an
increase in our BHP position and cash.

We also exited Reece as our valuation target was
lowered. We have doubts about the stock
generating enough revenue growth to satisfy the
price implied by the market.

In terms of the coming year, coronavirus has
shoved trade wars and interest rate rises to one
side. We are monitoring our Quest exposures given
the uncertainty here. We do not have any exposure
to aviation, insurance or tourism stocks. We do
however own A2Milk which will be affected as
Chinese consumers stay away from shops.

Disclaimer

We also own mining stocks BHP and RIO and
some oil and gas positions that are affected by
sentiment in relation to the virus. While the portfolio
is currently moving to a more defensive position,
this shift is not driven by the coronavirus.

There are always opportunities in the market,
particularly in mid and small caps and our efforts
this year are in lesser known mid and small stocks,
pre-IPO opportunities and the upcoming financial
reporting season.

QUEST UPDATE

The Quest ASX300 portfolio delivered a 30%
return in calendar 2019.

The Quest Ex 20 portfolio delivered a 37% return
in calendar 2019.

THE QUEST PROCESS

The Quest team invest to make an above average return.
We pay little heed to any index. We research investments
from the ground up and invest based on our assessed
valuation. We seek minimum 15% upside.

A Quest portfolio includes known names such as CSL
and RIO and James Hardie. We also look to add value
outside of the major stocks, recent examples being
Alacer Gold, Catapult, Opticomm, Carbon Revolution
and pre IPO bank disrupter Lendi.

The portfolio typically carries a number of mid and
smaller cap stocks where we believe our experience in
this field gives us an advantage.

CONTACT QUEST

Michael 02-9409 2300
Chris 02-9409 2301
Troy 02-9409 2303
Swapan 02-9409 2302
Richard  02-9409 2307

Suite 8.07, 6A Glen St, Milsons Point NSW 2061
guest@questap.com.au wWww.questap.com.au

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 August 2019) 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. Itis 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
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