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 to our clients.

Inception

9 February 2005

Investment Universe

ASX listed

No. of holdings

33 now, maximum 35

Quest AUM

$1.18 billion

Strategy AUM

$77 million

Investment Horizon

3 – 5 years

The market rose for the third month in a row by
2.4%. The Quest portfolio return was 2.3%.

Investment Strategy

The Quest return for the fiscal year 2020 was
positive while the market was well down by 7.6%.
Outperformance was excellent in relative terms
being 9.3% ahead pre fees of the benchmark.

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

Derivatives/Shorting

Nil

Lonsec Rating

Reviewed and Rated by
Lonsec.

This is our third largest outperformance in a
fiscal year since inception and the seventh time
we have beaten the market by more than 4% in
16 years.
While the value rotation early in the month did not
suit the Quest process (which concentrates on
business quality), a number of our small stocks did
not deliver this month. As in 2019, the value rotation
was short lived.
The dominant market issue continues to be the
enormous global government stimulus to protect the
economy while it is locking horns with a new
deterioration in COVID-19 cases. Stimulus is
winning, at least in market terms. Liquidity is
excessive and trawling for a return above a pitifully
low cash rate.
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History shows fiscal stimulus works and we will see
more this year, particularly in a US election year.

1 month

3 months

1 year

3 years*

5 years*

10 years*

Since
inception*

Quest Aust. Equities Concentrated

2.3%

19.3%

1.7%

8.9%

9.7%

11.1%

11.1%

ASX 300 Accumulation Index

2.4%

16.8%

-7.6%

5.2%

6.0%

7.7%

7.7%

Value added

-0.1%

2.5%

9.3%

3.7%

3.7%

3.4%

3.4%

To 30 June 2020

*per annum

In the year to June the portfolio performed extremely well beating the benchmark by more than 9% despite the traumatic
environment. A very solid result.
The determination of the US Federal Reserve to combine fiscal stimulus with low interest rates until 2023 confirms a
strategy of supporting the economy regardless of cost. This will continue in the US and locally to soften the mooted “fiscal
cliff” in September.
In this environment, superior stock pickers with smaller funds of less than $3-$4 billion are well placed to prosper in the
tough times. Large managers are not keeping up with the deft boutique competitors.
The next two months will be interesting. Guidance from companies is largely withdrawn removing the threat of downgrades
until reporting in August. We are in a period of silent running. We expect companies in reporting season to take this
opportunity to write down asset values. This will include capitalised IT, ageing assets, intangibles and absorbing COVID19 costs. It is a good time to do so as the market will be forgiving given the environment. Investors are looking ahead to
2022 and beyond while a second COVID-19 wave is a big concern.
Risk management is a prime focus, the avoidance of unpleasant surprises. Meanwhile, COVID-19 period capital raisings
have risen to $28 billion including SPP’s across 62 companies.

We added to our newly acquired holding in National Bank. Since buying last month, we are now seeing increased
optimism from broking analysts. Our rationale is that the discount to book value was too great despite the obvious
challenges. National Bank added a further 2.3% in June while our Commonwealth Bank holding pushed up 8.9%. We
believe CBA will pay a dividend in September.
Credit Corp is a new holding. The company is a debt purchaser and consumer lender operating in Australia and the USA.
The management team has a long track record of efficient capital allocation and a strong compliance record in an industry
which has seen many less disciplined players fail. The share price has sold off considerably around concerns over
collections performance. The competitive environment for debt purchasing in Australia is likely to be favourable as
competitors face solvency issues.
The portfolio continues to hold 3 iron ore stocks: BHP, RIO and Mineral Resources.
The position in insurance broker Steadfast was increased. We have taken some profits again on including LendLease,
Amcor, James Hardie and Mineral Resources. Telstra has been sold to fund investments listed above. We declined
the opportunity to invest in the Qantas placement in June. We remain negative on tourism and were surprised at the
enthusiasm of institutions to invest in an airline during a pandemic.
This is very much a stock pickers market which suits our investment process.

The Concentrated ASX300 portfolio returned a positive pre fee result despite the market falling over the period.
The Quest Ex 20 SMA also had a very solid year with a gain of 12%, ahead of that benchmark by 17%.
The Quest Highly Concentrated 10 stock SMA portfolio had a 5% return for the fiscal year outperforming by 12.7%.
The Long Short had a solid start with outperformance in each of the first two months.
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 rating issued 08/2019 is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445 (Lonsec). Ratings are general advice only,
and have been prepared without taking account of your objectives, financial situation or needs. Consider your personal circumstances, read the
product disclosure statement and seek independent financial advice before investing. The rating is not a recommendation to purchase, sell or hold
any product. Past performance information is not indicative of future performance. Ratings are subject to change without notice and Lonsec assumes
no obligation to update. Lonsec uses objective criteria and receives a fee from the Fund Manager. Visit lonsec.com.au for ratings information and to
access the full report. © 2020 Lonsec. All rights reserved.

