The Quest Australian Equities Concentrated
Portfolio is a Separately Managed Account (SMA),
actively managed by Quest Asset Partners Pty
Limited. The objective is to return 4% p.a. over the
S&P/ASX300 Accumulation Index (pre fees). SMA’s
are professionally managed portfolios where the
investor retains beneficial ownership of the
underlying securities.

The Quest portfolio delivered out performance of 1.1% in
May. The Quest return was -1.6% while the Australian
accumulation index fell 2.7%.
Our Quest portfolio is now 2.8% ahead of the market over
3 months and 2.0% ahead of the market over 1 year. The
1 year return is 12.8%. Our annualised return since
inception is 11.5% which is more than 4% ahead of the
market since inception in 2005.
The highlight of the month was the circa 10% fall in the
Aussie banks which dragged our market lower while other
global markets rose. The Dow Jones was up 0.3% and
touched a new high, Nasdaq was up 2.5% and the
FTSE100 rose 4.4%.
ANZ, NAB and WBC all went ex-dividend in May but the
correction was much bigger than that. The pressure of a
slowing property boom, poor wage growth accompanied
by rising cost of living, regulatory pressure and a new bank
levy proved too much for the sector. There was noticeable
flow to other sectors; away from banks.
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to BREXIT concerns.
Industrials, technology and healthcare were favoured
sectors in Australia while the Telcos had another dismal
month. Telstra fell 9% while Vocus fell 21% (neither

Our best performers in May were Orocobre (ORE),
Updater (UPD), Aristocrat Leisure (ALL), Boral
(BLD), Sydney Airport (SYD) and New Zealand
cinema software company Vista Group (VGL). Quest
has no holding in ANZ or National Bank which was a
major relative performance boost in May.
Poor performers were gold miner Blackham
Resources (BLK), Osprey Medical (OSP) and
Oneview Healthcare (ONE) which fell 20% in May. We
are not concerned with this fall on very thin volume.
Henderson Group (HGG) continues to be our largest
relative over-weight stock and we added further to the
position this month. Henderson Group finalised a
merger and consolidation at the end of May and is now
known as Janus Henderson. The stock now trades on
the NYSE (rather than London) and on the ASX. Post
the consolidation the stock now trades at 10 times the
previous level so do not be fooled into thinking you
have made a fortune. We continue to be positive on
Janus Henderson. See Quest blog 06 April 2017
located at http://questap.com.au/henderson-to-mergewith-janus-capital/.
BHP was added to the portfolio after underperforming
the market by 15% since Christmas. BHP’s $20bn
investment in US shale has performed poorly for the big
Australian ever since the first investment in 2011 in
Haynesville, Louisiana. Despite recent improvements in
well productivity, ongoing drilling requirements and low
oil prices resulted in an ongoing cash drain. Despite
this, oil leases in core Texan shale oil locations sell for
significantly more than the forward oil curve.
A trigger for our investment was the arrival of
shareholder activists Elliot Management Corp on the
register. This is Elliott’s first foray into Australia.
Typically, activists apply pressure for a change in
strategy. In this case, the shale assets are one of a few
targets for activism. Elliott has a long successful track
record in activist investing and have now moved boldly
on the world’s biggest resources company. We think
Elliott will gain some support from institutional
investors. We also see Elliott being prepared to play a
longer term game. BHP is capable of delivering our
15% minimum upside from here. Interestingly, the
upcoming change of Chairman at BHP could provide an
excuse for a rethink on the future of the shale assets.

It is worth noting that BHP have recent form when it
comes to addressing outdated strategies; they
abandoned the progressive dividend policy which had
been entrenched since the 1990’s.
During the month we also added to holdings in
Brambles (BXB), Cooper Energy (COE) and IAG.
Suncorp (SUN) has reached our target and has been
sold. Our holding in AGL Energy (AGL) continues to be
reduced after excellent price performance. CSL was
reduced also. Aristocrat (ALL) rallied yet again post a
result that impressed even the optimists however our
target was achieved. Aristocrat delivered more than a
50% return in less than a year.
We hold a negative view on the Australian dollar and
continue to favour stocks with offshore earnings or USD
denominated revenue. We continue to be keen on gold
where margins will benefit from a weaker AUD.
We hold no retail or telcos. Our cash is still higher than
the 4% average at 8.5%.
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The Quest Asset Partners team use a three stage
process to research opportunities in the Australian
market. We are looking for unrecognised potential.

•

Michael Evans

•

Chris Cahill

•

Troy Cairns

Our Stage 1 qualitative business assessment is
combined with our Stage 2 integrated quantitative
valuation process to find the best opportunities. We visit
a lot of businesses as part of the process.

•

Swapan Pandya

Our portfolio is concentrated to a maximum of 35 of our
best ideas with 30 stocks on average.

The Quest Australian Equities Concentrated Portfolio is
currently available on the following platforms:

We invest to make a return, not to beat an index.
A Quest portfolio will include known names such as
major banks as well as mid-size and smaller
companies. We look to add value outside of the major
stocks. The portfolio typically carries a number of
recently listed businesses as market knowledge is often
less thorough.
Our typical client has an interest in the Australian share
market but lacks the time to maintain a portfolio. Our
clients are often unable to access the new floats and
other opportunities that we see regularly.
Our client base includes people from all walks of life
that have realised an occasional read of the financial
press does not compete with the experience and
contacts available to our four investment professionals.
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To read “Lonsec Awards 2017” “Henderson to merge
with Janus Capital”, “Team USA will outlast Team
Trump”, and other Quest Insights visit
www.questap.com.au/news/

Ph 02 9409 2333
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 2016) 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 Asest 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.
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http://www.lonsecresearch.com.au/research-solutions/our-ratings
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