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.

Volatility continued in January but this time investors were the
winners. The Santa Rally that we lacked in December arrived with
a stunning reversal in sentiment in global markets.
The ASX300 rose 3.8% while the Dow was up more than 7%. The
MSCI rose 7.8% and the S&P500 added 7.9%.
Australia lagged the world indices as the banking sector lost ground
ahead of the Royal Commission recommendations.
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The local market was led by Energy stocks as the oil price rose
12.8% after 3 weak quarters. Metals were strong globally in
January. A disastrous tailings dam collapse at a Vale mine in Brazil
saw iron ore stocks rally hard as 40m tonnes of supply was
removed from markets.
US 10 year Bonds were flat however the US interest rate outlook
has changed drastically. Whereas up to 4 rate hikes were expected
last year, the latest US Federal Reserve comments suggest rate
rises in calendar 2019 may be off the agenda. This was the most
significant factor in the month.
The best global markets were Argentina, Brazil, Turkey and Russia
which demonstrates how sentiment has changed in a matter of
weeks.
The Quest portfolio added 3.5% in January. Our best contributors
were Oil Search, Alacer Gold, Serko and Aristocrat Leisure.
Recent lack of performance by our small cap holdings has affected
our performance numbers in recent months. The smaller end of the
market has under-performed the larger market now in most months
since May last year. There are however some signs of an
improvement in January.
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January saw some movement in our portfolio after some
stocks came back to buyable prices. New holdings were
added in Xero and Origin Energy.
Xero has built a market leading position in small business
cloud accounting software in Australia and New Zealand and
is expanding globally. Xero was purpose built for the cloud
and has no legacy desktop products unlike the competitors.
The product is popular with customers and has a strong
accountant support in the key markets. We expect continued
global migration from spreadsheet accounting to cloud based
accounting. Xero has also garnered strong support from 3rd
party developers to create an ‘app store’ equivalent for small
businesses. We rate Xero as an “A” grade stock and see
valuation upside via the significant global market opportunity.
Origin Energy has been in our portfolio in past years; we know
the stock well. The main driver for inclusion was price. The
stock had fallen for months into the end of last year and was
trading nearly 40% below our sale price in 2016. The price fall
brought it back into our buy zone and lifted our exposure to
the oil price in the overall portfolio. We also own Oil Search
and Woodside Petroleum.
We added to positions in Aristocrat Leisure, James Hardie
and Woodside Petroleum in January. Aristocrat made two
acquisitions last year and enjoys a low US tax rate. The share
price has fallen over 30% from its highs in mid-2018 around
concerns about an investment in non-casino mobile games.
The market got carried away last year in this stock but has
now settled back into our buy range. The traditional slot
machine business continues to gain share as it outperforms
debt constrained competitors.
Oil Search has rebounded strongly with the oil price while
Alacer Gold has produced the first gold ounces from the new
sulphide ore plant. Alacer have got the timing perfect here
with the gold price now above $1,300 per ounce. We
anticipate Alacer will lift gold production from 170,000oz to
over 300,000 oz in 2019.

In January we sold Fortescue Metals for a handy gain but
much too early with hindsight. The Brazilian tailings dam
collapse sent the stock racing after our exit as iron ore prices
rallied. At least our investors did not profit from misery.
Ramsay Healthcare was also sold; we are not optimistic on
the margin prospects here given the health policies of the
potential new Australian government in May. It may be that
sense prevails and price regulation does not happen post the
election. We choose to avoid this area for now.
The small remaining holding in Lend Lease was also sold
while our BHP holding was reduced into a rising share price.

The Ex 20 portfolio gained more than 5% in January with
solid performances from Alacer Gold, Aristocrat, Oil
Search, Lovisa and Tabcorp Holdings.

The Quest team invest to make an above average return; not
to beat an index.
We research investments and invest based on our assessed
valuation. This becomes our target price.
A Quest portfolio includes known names such as Woodside
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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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 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

