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INTRODUCTION  

 
Key Principles
The underlying principles of the assessment process are to: 

 - identify the long term commercial potential of the Responsible 

Entity/Investment Manager;

 - evaluate management’s capabilities, previous performance in the 

specific industry and the stability of the organisation;

 - evaluate identified markets (domestic and international existence, 

stability and growth potential); 

 - benchmark key performance assumptions and variables against 

industry peers; 

 - weigh up the relevant risks of the Responsible Entity/Investment 

Manager; 

 - assess structure and ownership;

 - determine if the Responsible Entity/Investment Manager is 

structured in such a way as to protect investor’s interests; and 

 - allow an opinion to be formed regarding the investment quality of 

the Responsible Entity/Investment Manager.

Assessment
SQM Research conducts a detailed site inspection of the projects/
properties within the Responsible Entity’s/Investment Manager’s managed 
funds.

 - The site assessment considers the following areas:

 - sustainability of the site for the purpose intended;

 - management skills, qualifications, capabilities and experience; and 

 - associated property risks and their management.

4½ stars and 

above

Outstanding Highly suitable for inclusion on APLs
The fund most often outperforms its peers and benchmark. In all cases the fund is operating to its mandate 
and product disclosure statement (PDS). There are no corporate governance issues. Management is extremely 
experienced and skilled and has access to significant resources.

High Investment 

grade rating 

4 stars to 4¼ 

stars

Superior Suitable for inclusion on most APLs
The fund outperforms (or is likely to) its peers and benchmark the majority of the time. The fund most of 
the time has been operating within its mandate and PDS. There are very little to no corporate governance 
concerns. Management is of a very high calibre.

High Investment 

grade rating

3¾ stars Favourable Consider for APL inclusion
The fund may outperform its peers and benchmark the majority of the time or SQM believes this is a fund 
that has potential to be an outperforming fund over the medium term. Management is of a quality calibre but 
may not yet be fully tested. There are no corporate governance concerns or they are of a minor nature.

Approved

3½ stars Acceptable Consider for APL inclusion, subject to advice restrictions
There is some degree of additional risk attached to the fund by way of performance. The fund may 
periodically underperform its peers and benchmark or it has not been fully tested. There may be some 
additional concentration risk. Management is generally experienced and capable. There might be corporate 
governance issues of a mid-level or corners over the Responsible Entities/Parent Entities financial position/
performance.

Low investment 

grade rating

3¼ stars Caution required Not suitable for most APLs
Performance has been significantly under-benchmark and peers. There is a greater than average risk of 
underperformance over the medium term. There is a risk of the fund not operating to mandate or to its PDS. 
There are corporate governance concerns. Management has been operating in an average manner.

Unapproved

3 stars Strong Caution 

Required

Not suitable for most APLs
The fund is unlikely to perform to its mandate over the near term. There might be some greater than average 
corporate governance concerns. SQM has a number of concerns of management. 

Unapproved

Below 3 stars Avoid or redeem Not suitable for most APL inclusion Unapproved

Star Rating*
Investment products are awarded a star rating out of a possible five stars 
and placed on the following websites:                               
www.sqmratings.com.au

Licensed Investment Adviser
SQM Research is licensed as an Australian Financial Services Licensee, 
Licence No. 421913, pursuant to section 913B of the Corporations 
Act 2001. The licence authorises SQM Research to carry on a financial 
services business to provide general financial product advice only.

Privacy Policy
SQM Research collects only a limited amount of personal information 
from its clients. Our privacy policy can be viewed at www.sqmratings.
com.au. This will enable you to understand your rights, our obligations 
and what SQM Research does with any information it collects about you.

Fees charged for Report
SQM Research has received a fee from the fund manager for this report 
and rating.

General Financial Product Advice
This advice will not take into account your, or your clients, objectives, 
financial situation or needs and will not be provided in respect of any 
other financial products. Accordingly, it is up to you and your clients 
to consider whether specific financial products are suitable for your 
objectives, financial situations or needs.

Report Date 19th July 2016
 

Hold – The rating is currently suspended until SQM Research receives further information. A rating is typically put on hold for a period of two days to four weeks. 

Withdrawn – The rating is no longer applicable. Significant issues have arisen since the last report was issued, and investors should avoid or redeem units in the fund. 

Not rated – The fund has not been rated by SQM.

 

 Star Rating          Description              Definition                                                                                                                                  Investment Grading 
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SQM Rating

Monash Absolute Investment Fund

Suitable for inclusion on most APLS.

Fund Details

Fund Name Monash Absolute Investment Fund

ARSN AU60MON00014

APIR Code MON0001AU

Manager Monash Investors Pty Ltd

Address Level 5, 139 Macquarie Street, Sydney NSW 2000

Responsible Entity The Trust Company (RE Services)

Custodian UBS Nominees

Investment Details

Fund Inception 2-Jul-12

Fund Size $35,000,000.00

Fund Type Equities

Return Objective (PDS) 12-15% after fees over the investment cycle (7yrs) and avoid loss in any 
financial year

Internal Return Objective 12-15% after fees over the investment cycle (7yrs) and avoid loss in any 
financial year

Risk Level (PDS) High

Internal Risk Objective Achieving target returns

Benchmark RBA Cash Rate Index (for performance)

Number of positions in portfolio 30

Gearing (Fund) Gross Exposure allowed range is +300/-50. The expected average over the 
investment cycle is 80 to 120

Investment Specifications Summary

Minimum Application $20,000.00

Minimum Withdrawal $5,000.00

Redemption Policy Daily

Distribution Frequency Yearly

ICR 2.51%

MER 1.50%

Performance Fee 20% + GST of return over RBA Cash Rate

Buy/Sell Spread 0.30%/0.30%

Currency Hedging Australian shares – currency hedging not relevant

Time Horizon for Investment 5 years
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Fund Summary

Short Description 
The Monash Absolute Investment Fund (“the Fund”) targets 
long-term (seven years or more) absolute returns of 12-15% 
p.a. (after fees), whilst also attempting to avoid any loss of 
capital in any financial year, through investing in a concentrated 
portfolio of Australian shares using a benchmark unaware, 
long/short, variable beta, style-agnostic approach that explores 
the full spectrum of market capitalization; from mega down to 
micro and pre-IPO. It is actively managed based on extensive 
fundamental research and rigorous financial analysis to 
determine a stock’s core earnings-driven valuation. 

The Fund is structured as an open-ended unlisted registered 
managed investment scheme. 

Investable Universe
The investable universe is all Australian exchange-traded shares/
securities or stocks expected to be listed (i.e. pre-IPO), whether 
or not such securities are included in any recognized benchmark 
index. Also, securities to hedge those exposures (primarily 
futures and options).

The Fund has achieved a rating of tba stars, as described below:
Star Rating     4.00 stars
Description     Superior
Definition     Suitable for inclusion on most APLS.
Investment Grading   High

This rating reflects the following attributes:
• Monash Investors is a small active long/short equity fund 

manager established in 2012 by the two co-founder 
PMs. It has been profitable and has active support from 
its minority shareholders

• Highly qualified and deeply experienced co-founder PMs 
who also carry out research and trading functions.

• Key person risk is high
• Philosophy grounded in traditional fundamental research 

and extensive experience observing behavioural biases in 
equity markets

• Focussed, disciplined and rigorous research approach 
that also seeks to use insights from behavioural finance 
theory

• Modest correlation to global equities (42%) and 
Australian equities (64%) with a return profile that 
shows modest defensive characteristics in times of equity 
market stress

• Liquidity is an issue with pre-IPO and micro / small cap 

Monash Absolute Investment Fund

Fund Rating

holdings
• High fee structure, with no alpha hurdle for performance 

fee and a very low base target return of RBA Cash Rate 
flat, compounding of base and performance fee creates 
additional cost

• Strong track record over four-year life, outperforming 
benchmark and peers by significant margins (noting the 
benchmark is not a high hurdle of itself)

• Has not had a negative 30-Jun year-ended performance 
to date – a key capital protection objective for the Fund

• High turnover strategy (ranging approximately 150 to 
250% per annum since inception)

• Leverage is employed, although it is modest by most 
hedge fund standards. Economic leverage can be 
problematic in turbulent markets – requires a sharp 
focus on risk and liquid exit strategies for situations that 
have failed expectations.



SUMMARY  4

Monash Absolute Investment Fund

About the Manager
Monash Investors Pty Ltd was founded in 2012 and is controlled 
by the co-founders, Mr. Simon Shields, and Mr. Shane 
Fitzgerald, who are the beneficial owners of 84.2% of the 
firm. Non-active but supportive minority shareholders hold the 
remaining 15.8% stake in the firm.

Its sole focus is the active management of unconstrained 
Australian equity portfolios with an emphasis on strong absolute 
returns and rigorous downside protection.

The co-founders passion is flexible, nimble, active investment 
in misunderstood or under-researched situations which include 
mico-cap and pre-IPO stocks. As a consequence, they currently 
anticipate closing to new business at a FUM size of $500 million. 
As at May 2016, FUM is approximately $85 million.

Return Objective & Performance
The Fund’s formally stated return objective is “a return target of 
12-15% per annum after fees over a full Market Cycle, while 
seeking to preserve investor capital each financial year.” 

In SQM Research’s view, and having regard to the Fund’s 
fee structure and the likely volatility of returns, a reasonable 
expectation of outperformance to benchmark (in this case, the 
RBA cash rate) over the medium term would be in the order of 
14.50 to 18.30% per annum before fees. This is approximately 
in line with the Fund’s specified total return goal of 12-15% per 
annum after fees.

Over the twelve-month period to May 2016, the Fund returned 
15.91% (after fees) compared to 2.02% for the RBA Cash Rate 
Index. This is an outperformance of 13.89%.

SQM Research’s Review

Fund Excess Returns - halfy yearly, net of fees (%)
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Risk Objective
The Fund’s PDS formally references a variety of market-related 
risks (such as liquidity, short-selling and others) and includes 
a key objective of seeking to “preserve investor capital each 
financial year” SQM Research interprets this to mean that 
one-year after-fee returns will be greater than or equal to zero 
at 30th June each year. The chart below shows these returns 
plotted for the life of the Fund.The returns for 2016 are 11 
months to May-16. With one month to go, it is extremely likely 
that the Fund will meet its capital preservation objective for this 
financial year, at is has in past years.

Financial Year Returns (after fees)
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Over the twelve months ending May 2016, the volatility of 
returns has been 12.00% compared to 0.02% p.a. volatility 
over the same time for the benchmark and volatility of 11.96% 
for the peer average. 

Investment Philosophy, Style, Security Selection and 
Screening
The investment style of the Fund is bottom-up stock selection 
based on rigorous fundamental research that focuses on 
behavioural inefficiencies in the market. It takes an agnostic 
approach to identifying opportunities whether they are based 
on growth, value, momentum or other catalysts. The Fund is 
variable beta long/short with a long bias. On average across its 
lifespan the Fund has been 82.7% long (excluding cash) and 
5.6% short for an average net exposure of 77.1%.

The underlying philosophy of the Manager is that most 
stocks are priced efficiently most of the time, but identifiable 
behavioural biases create pockets of mispriced opportunity in 
certain situations or through certain time phases in a company’s 
life. The profit is derived when the market finally identifies 
and corrects the mispricing. These mispricings can often occur 
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through under-researched small or micro-cap stocks, corporate 
events such as spin-offs, M&A, regulatory actions, litigation, 
major product developments and so on.

Investment Team - Experience and Stability
Simon Shields and Shane Fitzgerald are directors and co-
founders of Monash Investors. Their roles cover all aspects of 
research, analysis, dealing and investment management of the 
Fund. 

Mr. Shields has over 26 years of industry experience including 
Head of Australian Equities at UBS Global Asset Management 
Australia (UBS) and Head of Australian Equities at Colonial 
First State Limited (CFS), both large and well-respected asset 
management firms. Over the course of his career, he has 
managed large pools of FUM and led successful equity teams 
employing a range of investment styles such as DCF, growth, 
and value.

Mr. Fitzgerald has over 21 year’s financial services experience 
working at JP Morgan Securities (Australia) Limited (JP Morgan) 
and UBS. This includes 14 years as a highly rated sell-side 
analyst. He has particularly deep experience and knowledge of 
the financial sector. Mr. Fitzgerald has worked with Mr. Shields 
on the buy-side for eight years at UBS (four years) and now at 
Monash Investors (four years).

Fee Structure
The base management fee is 1.5375 % per annum of the 
Fund’s Net Asset Value (“NAV”) calculated daily and paid 
monthly. 

There is no additional expense recovery disclosed in the PDS. 
The buy/sell spread is set at a total of 0.60% (0.30% buy / 
0.30% sell).

There is a performance fee which is 20.5% of the amount by 
which the Fund’s investment performance (before fees) exceeds 
the RBA Cash Rate. The fee is accrued daily and (if applicable) 
paid to Monash Investors annually. The fee is adjusted for any 

prior accumulated negative performance fee. Underperformance 
in a previous performance period is required to be made-up for 
before a performance fee is payable. This creates a permanent 
high-water mark.

SQM Research observes that the hurdle rate for performance fee 
entitlement is low, being any outperformance of the RBA Cash 
Rate. It further observes that it is earned on before-fee returns 
which creates a compounding fee effect, i.e. performance fee is 
charged on the base management fee. The approximate effect 
of this is an additional 0.315% cost (i.e. 20.5% of 1.5375%) as 
compared to if the performance fee were calculated on after-fee 
returns 

The management fee of 1.5375% is higher than the peer group 
average of 1.08%.

Governance
The Trust Company (RE Services) Limited, ABN 48 003 278 831, 
AFSL 235150 is the responsible entity of the Fund. It is a wholly-
owned subsidiary of Perpetual Limited as of December 2013.

FUM (Funds under Management)
The Fund is approximately $35 million in size. Monash Investors 
also manage an ASX-listed version of the Fund, which trades 
under the code of MA1. This LIC, Monash Absolute Investment 
Company Limited, was listed on 12th April 2016, and the 
portfolio size was $52.6 million as at May-2016.

FUM Inflows Outflows Net Month 
Count

Dec-12 $17.7 $6.7 $0.0 $6.65 6 

Jun-13 $24.1 $3.2 $0.0 $3.22 6 

Dec-13 $37.0 $8.9 $0.0 $8.89 6 

Jun-14 $44.5 $5.1 $0.0 $5.08 6 

Dec-14 $34.4 $3.5 -$16.7 -$13.24 6 

Jun-15 $27.5 $0.5 -$3.1 -$2.59 6 

Dec-15 $30.5 $1.9 -$2.8 -$0.94 6 

Apr-16 $31.8 $4.2 -$3.8 $0.45 4 

 

1-Month 3-Month 6-Month 1-Year 3-Year 5-Year Inception

Total Return (%) 2.39 6.84 4.51 15.91 14.50 n/a 15.54 

Benchmark2 (%) 0.16 0.49 0.99 2.02 2.34 n/a 2.55 

Peer Average (%) 3.73 8.06 3.23 4.07 10.14 n/a 14.59 

Excess (%) 2.23 6.35 3.52 13.89 12.16 n/a 13.00 

Fund Performance to 31 May 20161 (%)  

1 Total return is assuming dividend reinvestment. Three, five-year, and inception returns annualised. Systematic Diversified Master Limited. The period since inception starts with the month of July 2012
2 Benchmark used is the RBA Cash Rate Index as published by the Reserve Bank of Australia
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30.60 

4.96 

22.90 

-1.39 

2.78 2.53 2.13 0.82 

23.11 

7.65 
10.15 

1.25 

-5.0

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

Dec-13 Dec-14 Dec-15 May-16

Fund Benchmark Peer Average

Strengths of the Fund
• Highly qualified and deeply experienced co-founder PMs 

who also carry out research and trading functions.
• Focussed, disciplined and rigorous research approach that 

also seeks to use insights from behavioural finance theory
• Strong track record over four-year life, outperforming 

benchmark and peers by significant margins (noting the 
benchmark is not a high hurdle of itself)

• Moderate correlation to global equities (42%) and 
Australian equities (64%) with a return profile that shows 
some modest defensive characteristics in times of equity 
market stress

• Has not had a negative 30-Jun year-ended performance 
to date – a key capital protection objective for the Fund

the latest figure = 5 months ending May-16

Date Unit Price Distribution

Jun-13 $1.15940 $0.02590

Jun-14 $1.40870 $0.01790

Jun-14 $1.30990 $0.12990

Distributions

Weaknesses of the Fund
• High fee structure, with low alpha hurdle for 

performance fee, compounding of base and 
performance fee

• Key person risk is high
• Liquidity is an issue with pre-IPO and micro / small cap 

holdings

Other Considerations
• High turnover strategy (ranging approximately 150 to 

250% per annum since inception) – tends to create 
higher trading and market impact costs

• Leverage can be employed, although it is quite modest 
by most hedge fund standards.  Economic leverage can 
be problematic in turbulent markets – requires a sharp 
focus on risk and liquid exit strategies for situations that 
have failed expectations.

• Correlation and performance patterns relative to 
domestic equity market returns show good defensive 
characteristics. 

• The Fund is not designed to provide regular, consistent 
income – the focus is on total risk-adjusted returns

Key Changes since the Last Review
• This is an inaugural review – no key changes. 



SUMMARY  6 INVESTMENT PROCESS AND PORTFOLIO CONSTRUCTION 7

Monash Absolute Investment Fund

Investment Process Diagram

Process Description

Universe

Investable universe The investable universe is all Australian exchange-traded shares or stocks expected to be listed (i.e. pre-IPO),
whether or not such securities are included in any recognized benchmark index. Also, securities to hedge
those exposures (primarily futures and options).

Identify Opportunities and Undertake Desktop Assessment

Review Data Sources

Risk Assessment anf Portfolio Construction

< 60% Upside> 60% Upside

Further Analysis Further Analysis

Set Investment 
Parameters

Set Investment 
Parameters

Event StockOutlook Stock or 
Product Launch

Investment Process

Top-down or
Bottom-uo

The Fund is run strictly as a bottom-up, active, concentrated portfolio with stock selection focused on
fundamental research that identifies mispriced companies driven by behavioural biases, institutional herd
behaviour, and information inefficiencies. The Fund looks for these opportunities both on the longand short
side.

Research & Portfolio 
Construction

Idea Generation
The investment approach is absolute return with a focus on downside mitigation. The key functions of
investment strategy, analysis, research, stock selection and trading are all carried out by Mr. Shields and
Mr. Fitzgerald. This means that the process relies heavily on their many years of experience and in particular,
the extensive market knowledge and network of contacts they have built up over that time. This is the
foundation of their ability to “read”, identify and assess market behavioural biases that can cause significant
mispricing of securities. Their contact network also gives them early access to deals and situations in the less
scrutinised segments of the market, such as micro caps and pre-IPOs.

Key characteristics of the stocks that the Fund aims to own are:
• Upside that is much greater (usually by multiples) than the potential downside
• Under-researched or misunderstood by the market, creating a significant dislocation between market 

price and true economic value
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Research & Portfolio 
Construction
(Continued)

• Strong earnings and cash flow growth
• Identifiable underlying value proposition
• Discernible catalysts that, when activated, will cause the market to recognise the mis-valuation and 

close the gap

Behavioral bias in finance has become a fertile ground for academic research over the last 20 years, and
much evidence has accumulated that market efficiency is not an ever-present all-encompassing phenomenon.
Certain psychological biases, or responses to incentives, have been shown to result in “irrational” outcomes
that are exploitable.

The types of behavioural biases that the team have experienced first-hand and seek out in their research
include:

1. Under-estimating significant change – an expectation that recent trends will persist, difficulty 
recognising or accepting “step-change.”

2. Sell-side analyst reputation management  - unwillingness to be an outlier amongst peers, desire (either 
conscious or subconscious) not to upset fund manager clients or management of the companies they 
cover

3. Company guidance that is vague and opaque, necessarily so due to regulations around public 
statements

4. Difficulty identifying business model disruptors (either actual or future potential)
5. Misjudging the true risk around an event
6. Wider corporate motives of brokers and investment banks
7. Lack of analyst and/or fund manager coverage (particularly in micro-cap or pre-IPO)
8. Pre-IPO discount

The team also has defined particular categories of stocks they believe offer fertile “hunting” ground for
profitable opportunities:

• Outlook Driven (expected upside 60% plus): -
      These stocks have high upside potential with low to moderate downside, based on favourable long-

term fundamentals that are robust and not easily competed away. These are the types of situations 
that require, and are given, the most intensive and time-consuming research attention, particularly in 
modelling and understanding the longevity of the underlying fundamental advantage of the stock. 
The concentrated nature of the portfolio provides the ability for the team to focus heavily on these 
key opportunities. A typical weight for such holdings is 6-8%, less if stock liquidity is low.

• Product Launch (expected upside “x-times” multiple of entry price): -                                                                                            
These are early stage businesses engaged in launching a new product or expanding into a new 
region, that has potential to transform the economics of the business and take it to a new level. It can 
sometimes be a “make-or-break” situation where a failure causes serious downside, but success can 
lead to a stock price that increases by multiples of the entry level. Success can also transform some of 
these businesses into a broader “outlook” stock where longevity is more visible, and the favourable 
long-term fundamentals are more certain. Due to the high-risk, high-return nature of product launch 
stocks, the typical weight is 0.5% to 1.5% per stock, and overall exposure to this category is limited 
to 10%. Diversification in this category assistsin reducing overall risk to the portfolio.

• Event Driven (expected upside less than 60% but catalyst provides more visible payoff 
period): 

      These are shorter-term investment opportunities (both long and short) that have a payoff tied to a 
catalyst event. These positions can be long, short, or pairs trades. The team draws on their expert 
judgement, broker network, and research contacts to identify the probable catalyst that triggers 
the share price reaction. A typical weight is 2.5% per stock, but may be more or less depending 
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on liquidity and the certainty of the expected pay-off. Examples of event-driven situations include 
M&A, corporate reorganisations, spinoffs, regulatory rulings, price dislocations created by temporary 
setbacks.

The team draws from a number of sources and processes for identifying and filtering attractive 
opportunities:

• News and ideas from stock broking research houses (currently 26), other market strategists (currently 
2) and general reading of public sources. 

• Regular meetings with broking analysts to explore ideas beyond those which they have published.
• Access to senior company executives and senior broking executives. Where possible, meet with 

competitor, customer, supplier, industry and regulator contacts
• Look for business specific opportunities or broader trends impact industries or the economy, and stay 

aware of potential catalyst events
• Identify situations where behavioural constraints of market participants can produce opportunities
• FactSet is used in a number of ways to perform an initial screening of stocks. It is a comprehensive 

source of historical company information, releases, and market consensus forecasts for all listed 
stocks.

• Review the size and liquidity of the stock, consensus earnings expectations, recent share price 
movements, recent broker reports / recommendations and other relevant publically available 
information.  Compare the behaviour of similar listed stocks whether in Australia or globally. 

• Look at the “devil’s advocate” case – whether there are any weaknesses in the investment thesis, or 
that the information sources are wrong.

• A proprietary model imports ten years of a stock’s historical information and three years of 
consensus forecasts. The team uses this to form a view on the valuation of the stock based on what 
the market knows and is pricing. The models calculate DCF and P/E based stock valuations. Together 
with the insights the team has gained from their intensive research, an assessment of the valuation 
upside is established.

Stock Screening
a) The first screen is whether the stock meets the hurdle rate of return for its category (as outlined 

above).
b) For those that pass, a more detailed assessment is done to categorise the stock as an Outlook or 

Product Launch investment.
c)   If expected return is less than 60%, a catalyst event must be identified in order to classify it as an 

Event Trade. 

For Outlook Driven or Product Launch stocks, the research leads to a formal investment proposal which
includes:

• Investment Thesis
• Expected Signposts
• Potential Thesis Violations
• Valuation and Expected Payoff
• Recommended Investment Action (including price targets and soft stop losses)
• Reassessment program.

For an Event Driven stock, formal investment parameters are also set in advance. These cover the
investment thesis, the catalyst and set targets as to price and news events, and soft stop loss. These
investment parameters are recorded in the firm’s trade alerts system

Research & Portfolio 
Construction
(Continued)
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Portfolio Construction
In deciding the weight of a stock in the portfolio, the risk case is re-visited to focus on specific key factors:

• Likelihood of investment thesis success versus thesis failure
• Potential upside payoff
• Liquidity of the stock
• Funds current risk exposure to investment themes and industries

The Fund is typically concentrated and will at times have a large amount of cash and other protection in
place. 

Outlook stocks are usually the majority (by weight) portfolio holdings. The number of such positions
fluctuates but are not expected to exceed 20. A typical weight for each holding is 6-8%, less if stock
liquidity is low. The average holding period is around two years.

Product Launch stocks usually are 0.5% to 1.5% in weight, and the Funds overall exposure is limited to
10%. The average holding period is around two years.

Event stocks fluctuate in number – they may be long or short positions.  As a group, they tend to be a
minority of the stocks held by portfolio weight.  A typical weight for each holding is 2.5%, but can be more
or less depending on liquidity and the certainty of the expected pay-off. The average holding period is lower
than the other categories at around two months. This segment of the portfolio tends to generate more
turnover and trading activity and is a material contributor to the overall Fund’s typical turnover of around
200% per annum.

Short positions are typically 50% of a long position (i.e. 3% rather than 6%) because the pay-off is often
half the size.

Less than 5% of the Fund is typically held in pre-IPO stocks.

Pair trades are also done from time to time although they are not frequent (about five done since the Fund
started). They involve taking market neutral long and short positions in stocks in the same industry that have
very divergent fundamental outlook profiles.

Sell Discipline
For each stock held, the team sets price targets and soft stop loss levels at the time of investment. Expected
return outcomes are defined, the investment thesis laid out in detail, and specific actions are pre-specified 
for success and fail scenarios.

Positions are typically cut for one or more of the following reasons:  
• Expected price target is hit
• Soft stop loss level is hit, and a review at that point decides to exit
• The investment thesis fails
• A catalyst fails to materialise or does not have the expected result

This process assists in managing downside risk for the Fund

Mr. Shields and Mr. Fitzgerald are co-portfolio managers and have full investment authority.  If a stock is not
compelling to both the investment is not made.  Likewise, if an idea ceases to be compelling to one of them,
the position is exited. In the absence of one, the other has full authority.

Research & Portfolio 
Construction
(Continued)
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Risk Management
Key risk mitigation practices the team employs are

• Price targets and soft stop loss levels are set at the time of each investment.
• Diversifying the Fund across stocks, sectors, investment themes and payoff horizons without regard 

to index weights. 
• If common themes are identified within the portfolio, an appropriate maximum weight is set for each 

theme
• Ability to actively reduce or manage exposure through holding cash, options, futures and shorting 

stocks.
• A specific target date (30 June each year) to focus on preventing capital loss – a 12 month period 

to ensure prior price falls have been absorbed by the profit-making stocks and through exposure 
management

• The portfolio is monitored in real time for portfolio weights and against our price targets and for 
thesis violations.

• Imagine (risk management software) monitors Fund VAR and beta on a daily basis. It is also used for 
scenario analysis.

• Operational risk (compliance, settlement and counterparty exposures) monitoring is provided by 
systems overseen by the firm’s Chief Operating Officer

Key investment risk parameters and limits are outlined in the table below:

Perpetual, as Responsible Entity, reviews the risk management framework of its managers, including Monash 
Investors. Perpetual has its own risk management framework, in accordance with Monash Investor's license 
conditions.

Research & Portfolio 
Construction
(Continued)

Asset Class Exposures (Net) As a % of NAV1 Average over an investment cycle

Cash & cash equivalent investments 0 to 100 0 to  40

Australian listed equities -100 to 200 60 to 90

International listed equities 0 to 20 0 to 5

Australian unlisted equities 0 to 20 2.5 to 7.5

Exchange traded derivates -20 to 40 0 to 5

OTC derivatives -20 to 40 0 to 5

Market Exposure As a % of NAV Average over an investment cycle

Net exposure range +150/-50 60 to 100

Gross exposure range2 +300/-50 80 to 120

Total long exposure +200/0 70 to 100

Total short exposure -100/0 -20 to 0

Single stock absolute weight3 +15/-10 +7 to -3.5

Sector Exposure +25/-15 +15 to -5

Holdings No. of Positions

Number of long positions No minimum or maxium

Number of short positions No minimum or maxium

Risk % per annum % per annum

Expected volatiltiy4 5 to 15 7 to 10



Staffing Changes

INVESTMENT PROCESS AND PORTFOLIO CONSTRUCTION  12

Short Selling, which provides proceeds from the sale of borrowed stocks that may be re-invested in the long 
portfolio, will increase the gross market exposure of the Fund. Shorting, however, reduces the net exposure 
of the Fund and so reduces the leverage of the Fund to general market movements. It is anticipated that 
short positions will average no more than 20% of the Fund’s net asset value over time. Note that the max-
imum allowed level of short selling is 100% of the Fund's net asset value (as per the table above). Stocks 
used for short selling are borrowed from the prime broker. The Fund is allowed to use its long holdings as 
collateral for short sales, which may expose the Fund to a loss in the event of the insolvency of the prime 
broker. 

Where short-selling is employed, risks are mitigated through applying the following principals: 
• Set price targets and soft stop loss levels, such that the position is reviewed if there is a price move-

ment more adverse than 10% 
• Limiting the weight of short exposures to the weight of the long holding they are paired against, or 

if it is not a pair trade, to half the weight of comparable long stocks.

Research & Portfolio 
Construction
(Continued)

Trading/Implementation

Trade Execution The portfolio is reconciled each morning by either of the portfolio managers based on reports from White 
Outsourcing (the Fund Administrator) versus what is expected based on the previous days stock moves, 
trades, and cash flows.

Trades are made through the Eze Castle system by either PM.

Both PMs can implement trades once the price targets are agreed. Trades are pro-rated across the Fund, 
and the LIC Monash Investors seeks to trade through brokers who have high market shares in their target 
stocks. Clear instructions are given to the brokers regarding price limits, timing and use of algorithms. The 
fund managers monitor portfolio trades in real time through Eze Castle.

Hedging & Derivatives Derivatives can be used to hedge exposures to individual stocks or the market overall. These are usually 
stock put/call options, index put/call options or futures contracts.

Short positions are typically a small part of the portfolio. Since inception, the Fund’s total short positions 
have ranged between 0 and 15%, but risk limits allow for significantly larger exposures if the Manager so 
chooses.

For any non-AUD denominated stocks, the currency exposure will typically be unhedged.

Monash Absolute Investment Fund
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Key Counterparties

Distributions Investments

Investors

UBS Nominees

Fund Manager Custodian

Monash Absolute Investment Return 
Fund

The Trust Company (RE Services)

Fund Under Review Responsible Entity

Monash Investors Pty Ltd

Shields & Fitzgerald (84.2%) 
Minority Shareholders (15.8%)

Shareholders

100%

Monash Investors Pty Ltd

Investment Manager

Shareholders

Monash Investors Pty Ltd was founded in 2012 and is controlled 
by the co-founders, Mr. Simon Shields, and Mr. Shane 
Fitzgerald, who are the beneficial owners of 84.2% of the 
firm. Non-active but supportive minority shareholders hold the 
remaining 15.8% stake in the firm.

Fund Manager/Investment Manager

Monash Investors Pty Ltd, AFSL No 417201 is a wholesale AFSL 
holder that is focused on investing in Australian Equities for 
absolute returns.

Responsible Entity
The Trust Company (RE Services) Limited (“Responsible Entity”) 
is the Responsible Entity for the Fund. The Responsible Entity 
is a wholly owned subsidiary of Perpetual Limited, which has 

been in operation for over 125 years. Perpetual Limited is an 
Australian public company that has been listed on the Australian 
Securities Exchange for over 40 years.

The Responsible Entity is bound by the Constitution and the 
Corporations Act and holds AFSL number 235150 issued by 
ASIC. This authorises it to operate the Fund. The Responsible 
Entity has lodged a compliance plan with ASIC, which sets out 
the key measures which the Responsible Entity will apply to 
comply with the Constitution and the Corporations Act. The 
Responsible Entity has established a compliance committee with 
a majority of external members. The compliance plan is overseen 
by the compliance committee and is audited annually with the 
audit report being lodged with ASIC.
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Management Risk

Funds management encompasses not only the operational 
capabilities of key counterparties but also the corporate ability 
of the Responsible Entity to monitor operational performance 
and to meet the regulatory and statutory responsibilities 
required. For all investment funds, there is a risk that a weak 
financial position and management performance deterioration 
of key counterparties may temporarily or permanently 
compromise their performance and competency. This can also 
adversely affect financial or regulatory outcomes for the Fund 
or associated entities.

Based on the materials reviewed, SQM Research believes 
that Monash Investors and associated key counterparties 
are qualified to carry out their assigned responsibilities. 
Management risk is rated as being low to moderate.

Funds Under Management (FUM) 
FUM Inflows Outflows Net Month 

Count

Dec-12 $17.7 $6.7 $0.0 $6.65 6 

Jun-13 $24.1 $3.2 $0.0 $3.22 6 

Dec-13 $37.0 $8.9 $0.0 $8.89 6 

Jun-14 $44.5 $5.1 $0.0 $5.08 6 

Dec-14 $34.4 $3.5 -$16.7 -$13.24 6 

Jun-15 $27.5 $0.5 -$3.1 -$2.59 6 

Dec-15 $30.5 $1.9 -$2.8 -$0.94 6 

Apr-16 $31.8 $4.2 -$3.8 $0.45 4 

FUM for Fund Under Review ($mill)
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Investment Team

Mr. Shields and Mr. Fitzgerald are directors and co-founders of 
Monash Investors. Their roles include research, analysis, dealing, 
and investment management of the Fund.

Responsibilities for stock coverage are not split along sector 
lines. As the team is small, interaction is in real-time on a daily 
basis.  For a stock to be considered an Outlook stock, both PMs 
must agree.  

SQM Research believes the practice of constant 
communication and inclusion is a vital ingredient to 
investment success. In the small, tight team at Monash 
Investors interactive peer review and collaboration 
are vital in order to optimise the combined intellectual 
resources and experience of the key members.

Key Investment Staff

Name Responsibility / Position Location Qualifications Years with
 Company

Years of 
Investment 
Experience

Simon Shields Portfolio Manager / Analyst Sydney CFA, B.Comm (Hons), LLB, 
MBA

4 27

Portfolio Manager / Analyst Sydney B.Comm (Hons) 4 22

Location of Team Sydney, Australia  Investment Offices 1

Monash Absolute Investment Fund

Staffing Changes

As a relatively new firm, Monash Investors have not experienced 
any meaningful staff turnover. The main change has been to 
hire Sandra Donnarumma as Chief Operating Officer in Feb-
2015 to relieve the PMs of some operational duties and allow 
them to stay focussed on investment management. Monash 
Investors expects to hire additional analysts as needed to 
accommodate the growth of the Fund. 

Average Tenure/Experience (years) PM

Years with Company 4.0

Years of Investment Experience 25.5

SQM Research observes that the investment team are 
highly qualified and well-established at the firm. There 
are very high levels of investment experience across the 
investment team.

Key Investment Staff

Key investment personnel for the Fund are:

Simon Shields, Co-Founder, Portfolio Manager
Mr. Shields commenced his career as an analyst with Westpac 
Investment Management Limited (now part of BT Investment 
Management Limited), before moving into a portfolio 
management role. In 1995, he moved to Rothschild Australia 
Asset Management Limited as a Portfolio Manager, responsible 
for value-style Australian equities. In March 1998, he joined 
CFS as a Senior Portfolio Manager, responsible for growth style 
Australian and New Zealand equities, before becoming the Head 
of Australian Equities in January 2004. In July 2007, he moved 
to UBS as Managing Director and Head of Australian Equities 
and in 2011 also took responsibility for the ING Investment 
Management Limited Australian equity team following its 
acquisition by UBS.

Simon holds a Bachelor of Commerce with Honours, Bachelor 
of Law, Masters in Business Administration and is a Chartered 
Financial Analyst.

Shane Fitzgerald, Co-Founder, Portfolio Manager 
Shane commenced his career at JP Morgan as an analyst, 
before moving into a senior research analyst role and eventually 
becoming the Head of Insurance and Diversified Financial 
Research, as well as an Executive Director. In 2008, he joined 
UBS as a director and investment analyst.

He holds a Bachelor of Commerce with Honours in Economics.

Remuneration and Incentives

The firm has a basic and lean structure with the co-founders 
performing multiple investment-related roles. The incentive 
structure is straightforward as the significant motivation and 
alignment of interests comes from the team owning 84.2% of 
the firm.

Mr. Shields and Mr. Fitzgerald have base salaries and are paid 
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dividends as shareholders.

The Chief Operating Officer receives a market-related base 
salary and an annual discretionary bonus.

The investment team solely invests in Monash Investor vehicles 
(MAIF and LIC), committing a material proportion of their 
personal assets outside of their equity stake in the business. This 
provides a strong alignment of interest between the team and 
their fellow investors in the Fund.

SQM Research believes access to firm equity, and client-
focussed performance bonuses act as strong incentives for 
optimising staff engagement and productivity. 

The structure at Monash Investors provides powerful 
alignment of interest for the investment team to deliver 
on client objectives and grow the business.

The co-founders are clearly focussed clients’ needs and 
medium to long term results.
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Ongoing Fees

1 Management fee and expected expense recoveries. 
2 Indirect costs ratio as at Jun-2015

Buy/Sell Spread

Performance Fees

A buy/sell spread is applicable and has been set at a total of 
0.60% (0.30% buy / 0.30% sell). This spread represents the 
difference between the application price and the withdrawal 
price of the Fund, a reflection of transaction costs relating to the 
underlying assets.  

The annual management fee of the Fund is 1.50% + GST p.a. 
of the Fund’s net assets, including expense recoveries. The cost 
of the Fund includes the normal recovery of expenses relating to 
the operation of the Fund.

There is a performance fee which is 20.5% of the amount 
by which the Fund’s investment performance (before fees) 
exceeds the RBA Cash Rate. The fee is accrued daily and 
(if applicable) paid to Monash Investors annually. The fee is 
adjusted for any prior accumulated negative performance fee. 
Underperformance in a previous performance period is required 
to be made-up for before a performance fee is payable. This 
creates a permanent high-water mark.

SQM Research observes that the hurdle rate for performance fee 
entitlement is low, being any outperformance of the RBA Cash 
Rate. It further observes that it is earned on before-fee returns 
which creates a compounding fee effect, i.e. performance fee is 
charged on the base management fee. The approximate effect 
of this is an additional 0.315% cost (i.e. 20.5% of 1.5375%) as 
compared to if the performance fee were calculated on after-fee 
returns

If held and redeemed within 12 months total transaction costs 
would amount to 2.10% of investment in the Fund. This figure 
includes the MER, expense recovery and the buy/sell spread. 
It does not take into account rebates or negotiations or any 
potential performance fee.

SQM Research observes that the Fund management fee 
(1.50%) is higher than the peer group average of 1.08% 
and that the performance fee accrues at any return above 
the RBA Cash Rate, which is a low outperformance buffer, 
but with a high water mark. The performance fee, at 20%, 
is higher than peer average.

Entry/Exit Fees Fund

Buy Spread (%) 0.30%

Sell Spread (%) 0.30%

Ongoing Fees Fund

Management fee (% p.a.) 1.5% + GST

Expense recoveries (% p.a.) 0.00%

Cost of Fund1 (% p.a.) 1.5% + GST

ICR2 (% p.a.) 2.51%

Performance Fee 20% + GST of any pre-fee 
return over RBA Cash Rate. 

Underperformance in a previous 
period is required to be made-up 
for before a performance fee is 
payable. This creates a perma-

nent high-water mark

Overall Fees

Monash Absolute Investment Fund
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1. to May-2016   Start date is Jul-12 
2. Benchmark used is the RBA Cash Rate Index as published by the Reserve Bank of Australia

N.B. Ratios (such as the Sharpe and Information ratios) throughout this report provide no reliable comparison in periods where both the Fund and its peers/benchmark record a negative result.

Quantitative Insight

From Jul-2012 to May-2016, the Fund has returned 15.54% 
as compared to a return of 2.55% for the RBA Cash Rate. The 
peer group average over this period was 14.59%. (Note that all 
Fund returns referenced in this report are net of fees).

Over the one year to May-2016, the Fund returned 15.91% 
as compared to a return of 2.02% for the RBA Cash Rate. This 
represents an excess return of 13.89%, which exceeds the PDS 
objective, and is in line withSQM’s expectations for this Fund.

The Fund’s volatility (standard deviation of monthly returns) 
since inception was 8.97% p.a. against 0.14% for the 
benchmark and a peer average of 10.27%. The one-year 
figures to May-2016 are 12.00% for the Fund, 0.02% for the 
benchmark and 11.96% for the peer averages. The Fund’s 
volatility is consistent with its PDS statements about risk.

SQM has measured and reported tracking error in the tables 
above. Since the benchmark has almost no volatility, the 
tracking error readings add no new information to observations 
gained from studying volatility.

As another perspective, the Fund’s rolling 24-month volatility 
(of monthly returns) has varied from a low of 7.76% p.a. 
to a high of 10.17% and averaged 8.89% over the rolling 
observations concluding May-2016. SQM considers these 
figures to be consistent with the volatility management aims of 

the Fund.

Correlation
Correlation of the Fund’s returns with the S&P ASX300 index 
was 64% since inception. Correlation of returns with global 
equities (as represented by the MSCI World ex Aust Index AUD 
Hedged) over the same period was 42%.

Tail Risk 
The tail risk chart below shows moderate correlation with the 
ASX300 in times of equity market extremes.

(The analysis in the paragraph below looks at the performance 
relationship of the Fund to the ASX300, a practice that SQM 
has set as common across asset classes in Fund reviews. 
This approach recognises that for the large bulk of financial 
planner clients, their key traditional asset class risk in terms 
of size and volatility is to Australian equities. Exploring that 
relationship is useful regardless of the asset class of the Fund 
itself, as it is helpful to understand how a Fund has acted in 
times of Australian equity market stress in terms softening or 
exaggerating the negative performance experienced at such 
times.)

The table below details the 15 largest negative monthly returns 
for the ASX 300 since Jul-2012. This is compared to the Fund’s 
performance over the same 15 months. The Fund’s correlation 

Relative to Benchmark 1-Year 3-Year 5-Year 10-Year

Tracking Error (% p.a.) – Fund 11.99 9.69 n/a 8.97

Tracking Error (% p.a.) - Peer Average 11.97 10.41 n/a 10.27

Information Ratio – Fund 1.16 1.25 n/a 1.45

Information Ratio - Peer Average 0.32 0.73 n/a 1.16

Sharpe Ratio – Fund 1.14 1.23 n/a 1.43

Sharpe Ratio - Peer Average 0.30 0.71 n/a 1.13

Standard Deviation - Fund (% p.a.) 12.00 9.70 n/a 8.97

Standard Deviation - Peer Average (% p.a.) 11.96 10.42 n/a 10.30

Monash Absolute Investment Fund

 

1-Month 3-Month 6-Month 1-Year 3-Year 5-Year Inception

Total Return (%) 2.39 6.84 4.51 15.91 14.50 n/a 15.54 

Benchmark2 (%) 0.16 0.49 0.99 2.02 2.34 n/a 2.55 

Peer Average (%) 3.73 8.06 3.23 4.07 10.14 n/a 14.59 

Excess (%) 2.23 6.35 3.52 13.89 12.16 n/a 13.00 

Statistical Overview1  
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of returns to the ASX300 returns over these 15 months is 
45.0%   while posting six positive returns against the fifteen 
negative returns of the Australian stock market.

The sum of returns over those 15 months was -49.0% for the 
ASX 300 and -12.3% for the Fund, a difference of +36.7% in 
favour of the Fund. This is consistent with the Fund’s goal of 
capital preservation. 

Rank Lowest 
Returns for 

ASX300 since 
Jan-14

Date Fund Re-
turn Same 

Month

Difference

1 -7.70% Aug-15 0.17% 7.87%

2 -5.45% Jan-16 -4.97% 0.48%

3 -5.37% Sep-14 -4.31% 1.06%

4 -5.32% Jun-15 -1.87% 3.45%

5 -4.54% May-13 -1.10% 3.44%

6 -3.24% Nov-14 -1.60% 1.64%

7 -3.00% Jan-14 0.86% 3.86%

8 -2.86% Sep-15 -0.46% 2.40%

9 -2.40% Jun-13 1.06% 3.46%

10 -2.25% Mar-13 2.00% 4.25%

11 -1.72% Feb-16 -2.88% -1.16%

12 -1.65% Apr-15 0.08% 1.73%

13 -1.45% Jun-14 -1.02% 0.43%

14 -1.36% Nov-13 -0.59% 0.77%

15 -0.68% Nov-15 2.36% 3.04%

Sum -49.0% -12.3%

Other points of note from the charts below:
• The one-year snail trail is consistently in the top-right 

hand quadrant - the 2nd most attractive quadrant as it 
indicates positive excess returns with above benchmark 
volatility 

• Rolling two-year volatility (standard deviation of returns) 
has tended to be moderately below the peer group 
average. Since inception, the average rolling two-year 
volatility has been 8.9% for the Fund and 9.5% for the 
peer group

• The Fund has tended,on average, to have larger 
drawdowns than the peer group average. The 
benchmark, being cash-based, has no drawdowns.

Monash Absolute Investment Fund

Drawdown Drawdown Drawdown Drawdown

Count Trough Trough Trough

 Fund Bench Peers

1 -7.71% no data -6.26%

2 -6.05% no data -4.39%

3 -2.80% no data -3.82%

4 -1.34% no data -3.56%

5 -1.10% no data -2.22%

6 -1.05% no data -1.60%

7 -0.46% no data -1.21%

8 no data no data -1.18%

9 no data no data -0.83%

10 no data no data -0.22%

Average 
Drawdown

-2.93% -2.53%

Sum of Drawdowns -19.00% -20.25%
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Returns

Two-year Rolling Returns
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Risk Return & Efficiency

Two-year Rolling Information Ratio
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Outlined below are details of risk limits and other Fund constraints:

Monash Absolute Investment Fund

Fund Asset Allocation Constraints Range / Target

Single Stock Exposure <10% on purchase

Single Stock Exposure <15% subsequently

Factset Industry Classification Exposure <25%

Unlisted Equities <20%

International Equites <20%

Recent Positioning

Recent comments from the manager, relating to markets as 
they stood in May 2016, are produced below as a perspective 
on the Manager’s strategy and style.

Update
“The Fund rose by 2.4% after fees in May. For the financial 
year to date, the Fund’s performance is up 18.2% after fees 
while the ASX200 is up 3.1%. It continues to exhibit much 
less volatility than the market.

During the month we added a few new event driven op-
portunities to the portfolio and closed a couple of shorts.  
There were a number of positive announcements related to 
our stocks, which have generally been good for their share 
prices. The standout contributors this month were Orecobre 
(+36.7%) and Yowie (+26.6%). However, there was also a 
capital raising from Emerchants (-10.8%) to fund its North 
American acquisition, which weighed on its share price

Commentary
Orecobre (ASX: ORE) is a producer of Lithium, a metal that is 
experiencing strong demand growth due to its use in electric 
car batteries. Orecobre is one of 4 major Lithium producers 
that account for 91% of the world’s production.  Resources 
analysts generally expect the Lithium price to double from its 
2015 level of $6,000/t by 2020.  We have now seen much of 
that rise, and stock prices in the sector have risen dramatically, 
too.

We first purchased the stock in December 2015 for just under 
$2, and it has more than doubled since then ($4.54 at month 
end). We have been happy to take profits in the stock and 
have reduced our weighting from its original level, given that 
there is now much less upside to our price target. 

Yowie (ASX:YOW) is a manufacturer of novelty chocolates, 
that are similar to Kinder Surprise. It is already has US distri-
bution through Walmart and Walgreens, among others.  The 
Neilson survey in North America found it to be the number 
one selling Novelty Candy (where sold) and this led to the an-
nouncement of two large new convenience store distribution 

contracts in May. The company also announced the purchase 
of an additional high speed wrapper to meet expected future 
demand. The share price responded to these announcements 
after a period where the market was becoming concerned that 
execution was lagging. This really is just the beginning for Yowie 
in the USA, where Kinder Surprise has not ever been sold due to 
regulatory issues. 

Emerchants (ASX:EML) provides payment solutions and transac-
tions cards. It has operations in Australia and Europe.  Retailers 
use these cards for reward schemes and gift cards, and they are 
also used for loan disbursements, corporate expenses and salary 
packaging.  Corporate bookmakers have found the cards partic-
ularly useful for their clients, who can use them to deposit and 
withdraw money from betting accounts at ATM machines. 

In May, Emerchants announced the purchase of Store Financial 
US and a placement to fund it. This put a cap on the share price, 
which had risen sharply over the last six months with strong 
sales growth to corporate bookmakers and expansion into 
Europe. We expect Emerchants high rates of sales and earnings 
growth to continue.”



ASSET ALLOCATIONS & RISK PARAMETERS  23

Monash Absolute Investment Fund

Equity Sector Allocation - Net Position Average Max Min as at

Weight Weight Weight Apr-16

Financials - Net 28.5% 47.9% 15.6% 17.2%

Information Technology - Net 8.5% 18.9% 0.0% 9.6%

Health Care - Net 6.0% 16.3% 0.0% 7.9%

Consumer Discretionary - Net 20.0% 33.2% 6.0% 28.4%

Consumer Staples - Net 1.1% 5.0% 0.0% 2.4%

Energy - Net 1.1% 4.2% 0.0% 1.5%

Materials - Net 2.5% 9.6% 0.0% 9.6%

Industrials - Net 8.0% 19.6% 2.7% 2.7%

Telecommunications - Net 10.0% 19.6% 5.9% 5.9%

Utilities - Net 2.7% 9.2% 0.0% 0.0%

Derivatives - Net 0.0% 0.2% 0.0% 0.0%

Cash - Net 22.7% 60.2% -0.3% 41.7%

Other - Net 0.0% 0.0% 0.0% 0.0%

Sector Allocations over Time
Jul-2012 to Apr-2016

Geographic Allocation Average Max Min as at

Weight Weight Weight Apr-16

Australia 99.5% 100.0% 93.1% 97.7%

USA 0.3% 2.6% 0.0% 2.3%

Japan 0.0% 0.0% 0.0% 0.0%

UK 0.2% 6.9% 0.0% 0.0%

Currency Allocation Average Max Min as at

Weight Weight Weight Apr-16

AUD 99.5% 100.0% 93.1% 97.7%

USD 0.3% 2.6% 0.0% 2.3%

EUR 0.0% 0.0% 0.0% 0.0%

GBP 0.2% 6.9% 0.0% 0.0%





Although all reasonable care has been taken to ensure that 
the information contained in this document is accurate, 
neither SQM Research nor its respective officers, advisers 
or agents makes any representation or warranty, express 
or implied as to the accuracy, completeness, currency or 
reliability of such information or any other information 
provided whether in writing or orally to any recipient or its 
officers, advisers or agents.

SQM Research and its respective officers, advisers, or agents do 
not accept:
• any responsibility arising in any way for any errors in 

or omissions from any information contained in this 
document or for any lack of accuracy, completeness, 
currency or reliability of any information made available 
to any recipient, its officers, advisers, or agents; or

• any liability for any direct or consequential loss, damage 
or injury suffered or incurred by the recipient, or any 
other person as a result of or arising out of that person 
placing any reliance on the information or its accuracy, 
completeness, currency or reliability.

This document contains statements which reflect current views 
and opinions of management and information which is current 
at the time of its release but which may relate to intended or 
anticipated future performance or activities. Such statements 
and financial information provided have been estimated only 
and are based on certain assumptions and management’s 
analysis of the information available at the time this document 
was prepared and are subject to risk and uncertainties given 
their anticipatory nature. Actual results may differ materially 
from current indications due to the variety of  factors.

Accordingly, nothing in the document is or should be  relied
upon as a promise or representation as to the future or any 
event or activity in the future and there is no representation, 
warranty or other assurance that any projections or estimations 
will be realised.

By accepting the opportunity to review this document the 
recipient of this information acknowledges that:
 - it will conduct its own investigation and analysis 

regarding any information, representation or statement 
contained in this or any other written or oral information 
made available to it and will rely on its own inquiries and 
seek appropriate professional advice in deciding whether 
to further investigate the business, operations and assets 
of the business; and

 - to the extent that this document includes forecasts, 
qualitative statements and associated commentary, 
including  estimates  in relation to future or anticipated 
performance, no representation is made that any 
forecast, statement or estimate will be achieved or is 
accurate, and it is acknowledged that actual future 
operations may vary significantly from the estimates 
and forecasts and accordingly, all recipients will make 
their own investigations and inquiries regarding all 
assumptions, uncertainties and contingencies which may 
effect the future operations of the business.

In providing this document, SQM Research reserves the right to 
amend, replace or withdraw the document at any time. SQM 
Research has no obligation to provide the recipient with any 
access to additional information or to release the results of or 
update any information or opinion contained in this document.
 
Reproduction
SQM Research assessment reviews cannot be reproduced 
without prior written permission from SQM Research. Each 
assessment review completed by SQM Research is held under 
copyright. Extracts may not be  reproduced.

Requests to reproduce or use an SQM Research assessment 
review should be sent to  info@sqmresearch.com.au.
 
Disclosure
SQM Research has no involvement in this fund or any of the 
organisations contained in the product disclosure statement. This 
assessment does not constitute an investment recommendation. 
It is designed to provide investment advisers with a third party 
view of the quality of this fund, as an investment option. SQM 
Research charges a standard and fixed fee for the third party 
review. This fee has been paid under the normal commercial 
terms of SQM Research.

 © SQM Research 2016
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