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 rose in May for the fifth month in a row
taking market gains to 15% since January.
The market hit a new decade high a few days after the Federal
Election but has waned as Trump trade wars continue to weaken
US and global markets. The New York born leader of the world’s
largest economy continues to lead with his chin. There does not
appear to be a plan or end game and it does seem that this trade
dispute is looking more BREXIT like. Lingering, worsening and
unresolved.
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While the Australian market rose most global markets eased. China
gave up another 6% in May. Shipping companies are now diverting
vessels to non-Chinese markets as tariffs slow trade. The Dow
Jones lost 6.7%, the Nasdaq lost nearly 8% and the UK FTSE slid
3.5%. Note however that this is the first month in this calendar year
that any of these three markets have fallen.
Banks continued to rise in May. The big four are 22% of our market
so a bank rally in company with resource strength usually sends
the market up. In May, NAB led the charge up nearly 8% while CBA
popped another 5%. Iron ore stocks were firm with Fortescue up
another 20%.
Costa Group and Link Administration fell 30% and 21%
respectively just to remind investors how harshly any earnings
disappointment can be dealt with.
There has been a flurry of placements in property stocks in recent
weeks particularly where office and industrial property is
concerned. Quest participated in the Dexus raising of $900m,
Charter Hall LWR raised $190m while the Investec Australia
Property Trust IPO closed in May for a June listing with a $100m
raising.
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Our best performers were Aristocrat Leisure up 12%, Boral up
12%, REA Group up 11% and Alacer Gold also up 11%.
During the month of May, we added Dexus (DXS) to our
portfolio. In recent months property stocks have continued to
climb particularly in those stocks with non-retail exposure.
During the March quarter our lack of exposure to this sector
detracted from our numbers. As such, we have been waiting
for an opportunity to address this sector as we expect interest
rates to fall and yield assets to remain well sought.
Quest participated in Dexus stock placement in May to raise
$900 m to fund the acquisition of an office block at 80 Collins
Street Melbourne. The placement was at $12.10 per share.
Dexus owns 54 office properties and over 70 industrial
investments and is considered a leader in the office sector.
We have since lifted the holding to a material 4% of our
portfolio. Dexus traded at $12.88 at month end.
Telstra (TLS) has returned to the portfolio after a four year
absence. When we sold Telstra in 2015 we were concerned
about increasing mobile competition and potential loss of
market share in fixed broadband as the NBN was rolled out.
The price has since fallen from over $6 to $3.60 currently. We
believe the competitive outlook for the mobile business has
now improved and see Telstra as having an advantage from
being the first to roll out a 5G network. TPG and Vodafone
are facing an extended court battle to appeal the ACCC
decision to block their merger and Optus has shown signs of
being less aggressive on price as its market share gains have
plateaued. In broadband Telstra has managed to maintain
close to 50% share of NBN subscribers and with the rollout
now 70% complete, competitive pressure may ease. Telstra
is also making good progress on its cost out program and
capital expenditure is falling which gives us more confidence
the current 4.5% dividend yield is sustainable. We see
sufficient valuation upside from current levels to meet our
target 15% return.
In May we sold our holding in waste recycler Bingo
Industries (BIN). This was our second turn on this stock after
a successful investment back at the float in 2017 that was
sold at target price in 2018. Earlier this year, Bingo slumped
40% after a profit downgrade which saw Quest buy back in

below $1.50. A rapid recovery followed and we have realised
this gain. We also sold out of travel technology leader Serko
(SKO) with a 40% gain as our target price was achieved.
Our position in Westpac (WBC) was reduced sharply after the
stock went ex dividend in mid May. Cash is 5.7%.

Property stocks have raised $2.5 billion from placements, IPO
and SPP issuance this calendar year. Investors have rushed
these property based yield investments. The raisings were
made by ten different stocks including Dexus, Mirvac,
Investec Australia and Viva Energy. The Charter Hall group
have raised for three of their listed vehicles. The REIT sector
is up 17% in five months with Charter Hall being the strongest
performer up 47%.

The Quest team invest to make an above average return. We
pay less heed to beating an index.
We research investments from the ground up and invest
based on our assessed valuation. We seek minimum 15%
upside. This valuation becomes our target price.
A Quest portfolio includes known names such as CSL 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

