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.

The Australian market is finding it difficult to move ahead after a
series of monthly rises from April through to August. A number of
factors are in play, the main one being that the local market is well
priced in most sectors after a 9.5 year bull run. The ability of
markets to push ahead despite a complex series of challenges has
been impressive. Brexit, trade wars, the erratic Trump
administration, the emergence of inflation, rising US interest rates,
a soaring US dollar and pressure on emerging economies appears
to be finally taking a toll.
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Most global markets were firmer with the Dow Jones up 1.9%, S&P
500 up another 0.4% with an intra month all-time high in midSeptember, NASDAQ down 0.8% and Japan up 5.4%. Oil was up
6.5% while gold slipped a few dollars to US $1,196.
Our approach at Quest is that we are selective in our investments
and looking closely at the placement and sell down opportunities
that are occurring. Our cash balance continues to be above the
historic levels. Recent opportunities have included the Reece
(REH) placement to fund the US Morsco acquisition, the Pinnacle
Investment Management (PNI) placement to fund further
acquisitions, a fund raising by Serko (SKO) and the sell down in
GTN Limited (GTN) by private equity investor GTCR.
Our portfolio returned -1.0% pre fees in September slightly better
than the benchmark.
Quest out performance is 3.6% 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.
Stocks mentioned in this report include Mineral Resources, GTN,
Bravura Solutions, Aurelia Metals, Pinnacle Investments and
Vista Group.
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September was a transitional month for the market as the
exuberance for growth stocks in August fell under question
and the macro sentiment declined. The reality is that the
market is fully priced and over bought in many places, fuelled
by nearly a decade of cheap liquidity. The Quest team have
noted this issue many times in recent monthlies and have sold
a number of successful investments over the last few months.
Our cash balances continue to be above average.
Valuations, particularly in premium stocks, continue to be
questioned as we move into October which is looking like a
down month, even at this early stage. We will continue to buy
selectively where we see a better than 15% margin.
Mineral Resources (MIN) was added to the portfolio as the
share price pulled back in September as did other lithium
exposed companies. The MIN core business is iron ore
crushing where they are industry leaders and have
progressively moved into other mining services. Most
crushing work is for major mining companies; this business
provides predictable revenues. In recent years, MIN has
developed a substantial lithium business through its Wodgina
and Mt. Marion projects in Western Australia. The company is
investing in further processing infrastructure at Wodgina to
move downstream to capture additional margin. Management
has a deserved reputation for entrepreneurial investing and
have proven to be good allocators of capital. Our valuation
provides for at least our minimum 15% upside from this
business.
GTN was purchased in a sell down by private equity investor
GTCR who owned 40% of the company since the float in
2016. Quest have covered this stock since then but waited
two years before investing your funds. Ironically the entry
price was almost the same. GTN has a unique model of
selling national reach to radio advertisers in 15 second slots,
piggybacking on its traffic reporting capabilities. They have a
strong market presence in Australia supported by long term
contracts with radio stations.
Minor portfolio positions were increased in Amcor, CSL,
Evolution Mining and Reece Limited. Our position in
Bravura Solutions has been sold. Pinnacle Investments
and Aurelia Resources were also sold having delivered 28%
and 24% and returns respectively in only 3 months. Both hit
our targets quicker than expected.
Cash remains above average at 5.7%.
Disclaimer

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 3.2% ahead of the
benchmark over 1 year to August 2018 with a return of 20.8%
post fees. Ring Troy for details on 9409 2303.

Our new super concentrated portfolio had a return of 6.5% at
end of September after initiating in March. This is a highly
concentrated best ideas portfolio using the same Quest
process. Model return since inception is 83.4%. Ring Chris for
details on 9409 2301.

The Transurban acquisition of 51% of WestConnex may prove to
be the best timed deal of the year. In a win for the NSW
Government, the TCL led consortium paid $9.3 billion funded by
a $4.8 billion equity raising only days before the US 10 year bond
surged above 3%. WestConnex is due for completion way out in
2028 and doubles TCL’s kilometre exposure in Sydney to nearly
800 kilometres. TCL estimates 40% of Sydney’s population will
live within 5 kilometres of the asset by 2031.

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 Oilsearch and
industrials such as James Hardie. We also look to add value
outside of the major stocks, recent examples being Aurelia,
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.

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

