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Performance figures are net of fees and expenses  
*Inception date is 1 July 2016 
** Performance benchmark 
 

Portfolio Commentary  

The Portfolio started 2019 strongly, returning +11.83% for 

the March 2019 quarter and outperforming the ASX 100 for 

consecutive quarters. The Fund has also maintained 

substantial outperformance over longer term timeframes, 

adding +27.27% above the ASX 100 since inception. 

The Australian market underperformed global markets in the 

March quarter after falling in the previous quarter. The 

market rose in reporting season as the big miners rose with 

the iron ore price after a Brazilian mine disaster while 

Financials underperformed as regulatory proceedings 

provided an increasingly uncertain outlook. So-called “bond-

proxy” stocks also rose as bond yields fell to recent lows and 

the RBA released neutral commentary in February, stating 

there would be an equal chance of a rate cut or rate hike. 

The Long side of Australian Eagle’s Portfolio contributed 

positively to performance as Resource stocks followed 

commodity prices higher offset by a consolidation of big 

bank stocks. Fortescue rose after a successful on-market 

buyback and commencement of shipping of their higher 

grade West Pilbara Fines iron ore. Treasury Wine Estates 

reconfirmed +25% profit growth guidance for FY19 with 

their high margin Asia business now contributing 45% of 

1H19 group profit while only selling 13% of total volume.  

The Short side of the Portfolio detracted from performance as 

positions in fund managers like IOOF and Janus Henderson 

rebounded with the positive market performance. IOOF rose 

16% in one day when they announced they had implemented 

7 of APRA’s recommendations with the remainder to be 

carried out by June 2019. Ramsay Healthcare rose after 

announcing a return to revenue and profit growth, stemming 

from increased volume and operational efficiencies.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Portfolio Highlights 

Positives:  

Fortescue Metals Group Ltd (Long) – The Company 

increased the interim dividend by 30%, reflecting 

confidence in the future outlook. Supply-side interruptions 

in Brazil have also pushed the iron ore price to multi-year 

highs with a narrowing of the lower grade discount.  

Altium Ltd (Long) – Management reiterated its confidence in 

dominating the global PCB market to reach 100,000 

subscribers by 2025. 49% growth in Chinese Board and 

Systems revenue drove a strong first half result. 

AMP Ltd (Short) – The Company’s wealth management 

division experienced net cash outflows of $3.97bn for FY18 

driven by reputational impact from the Royal Commission. 

The share price continued to fall as the sale of its 

troublesome wealth protection business will not be finalised 

until late 2019 and client remediation continues.  

Negatives: 

Resmed Inc (Long) – The share price consolidated after 

reporting slowing profit in 1H19 from slowing mask and 

flow generator sales. The connected health division still 

reported strong growth, aided by the highly complementary 

and strategic Apacheta and MatrixCare acquisitions.   

Elders Ltd (Long) – The share price fell as management 

announced expectations of flat profit for FY19 due to the 

ongoing drought but reiterated their long term 5-10% p.a. 

EBIT improvement by organic and acquisition growth despite 

the current difficult trading conditions. 

Cochlear Ltd (Long) – The share price fell as slowing US 

implant unit growth coincided with a competitor launching a 

new implant product. The strength of its Nucleus 7 sound 

processor grew services revenue by +28% while 

management reiterated their range of +8% to +12% FY19 

profit growth guidance. 

 

 

 

 

 

 

 

 

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun FY

2016/17 10.52% 0.99% -1.08% -4.14% 2.94% 5.16% -0.25% 5.15% -0.06% 1.94% 1.31% 0.36% 24.48%

2017/18 -1.70% 5.27% 0.20% 5.35% 1.05% 1.10% 2.41% 3.08% -3.86% 4.18% 2.34% 3.60% 25.13%

2018/19 -1.09% 1.45% -2.24% -7.62% -0.53% 2.23% 5.98% 3.70% 1.76% 3.05%

Australian Eagle Trust Long Short Fund - Net Monthly Returns 

As at 31 Mar 2019 3mth 6mth 1yr
2yr 

p.a.

Net Return 

S/I 

p.a.

Total Net 

Return 

S/I

Aust. Eagle Long-Short* 11.83% 5.06% 13.84% 15.62% 18.79% 60.51%

S&P/ASX 100 Acc** 10.72% 2.16% 12.50% 6.90% 11.00% 33.24%

Out/(under) performance 1.12% 2.90% 1.33% 8.72% 7.78% 27.27%



 

 

Market Overview 

The Australian market rose +10.7% over the March quarter 

as Resource stocks outperformed on rising commodity 

prices while Financials continued to drift lower from the 

aftermath of the Royal Commission. Numerous companies 

declared special dividends during reporting season to use 

up excess franking credits in anticipation of a tax law 

change if Labor wins the next Federal election. QBE 

reported a strong profit due to rising premiums and reduced 

catastrophe claims. Caltex announced decreased earnings 

from lower refiner margins and fuel volumes. 

 

Portfolio Changes 

Increased Exposure: 

Fortescue Metals Group Ltd (+2.25%; Long): An 

Australian iron ore miner. The Company’s low cost 

operations are benefiting from a rising iron ore price from 

supply interruptions in Brazil. Other projects with higher 

grade iron ore have started, aiming to reduce future 

earnings volatility. 

 

Japara Healthcare Ltd (+1.50%; New Long): A dementia 

specialist aged care operator. The Company’s development 

pipeline will deliver over 1,000 net new places by 2022, 

with 220 new places already operating in the last 6 months. 

 

Webjet Ltd (+0.75%; New Long): An Australian online 

travel platform provider. The recent acquisition of 

Destinations of the World has consolidated the WebBeds 

business as the #2 global B2B travel accommodation 

player while the Webjet online travel booking platform 

continues to gain market share from competitors.     

 

Decreased Exposure: 

Nine Entertainment Co. Holdings Ltd (-2.00%; New 

Short): An Australian media company. The Company has 

experienced falling revenues and margins in its core 

Broadcasting division after losing a major televised sports 

contract during the year. 

 

Challenger Ltd (-2.00%; Short): An Australian annuities 

company and investment management owner. A significant 

decline in Japan sales and net outflows in its funds 

management businesses have stifled management’s 

immediate growth plans. 

 

Flight Centre Ltd (-2.00%; New Short): A global retail and 

corporate travel agency business. The Australian leisure 

business has experienced slowing growth stemming from 

staffing issues and soft consumer spending. Management 

have adjusted guidance to the bottom of its range due to 

continuing volatile trading conditions.   

 

 

Quarter-End Position & Portfolio Exposures 

As at 31 March 2019, the fund had a net exposure of 95.52% 

and gross exposure of 195.80% to equities. Cash was 4.48%. 

Major portfolio exposures were to medical devices & services 

and technology stocks with less portfolio weight in major 

banks and income stocks. 

 

Stock Highlight 

OZ Minerals Limited (OZL) – Long Positiom 

Growth Delta Argument: After being caught in a financing 

squeeze during the GFC and having to sell a number of key 

assets to stay afloat and recapitalise, OZ Minerals was left 

with a stable, low cost copper-gold mine called Prominent Hill 

which was coming to the end of its estimated life. The 

Company conducted a scoping study on an undeveloped mine 

option, Carrapateena, and assessed it to be a similarly low cost 

and long-life copper-gold mine. Australian Eagle established a 

Long position in OZ Minerals in early 2016 when the 

Company forecast an increase in gold production over the next 

3 years from the processing of remaining open pit ore. This 

resulted in a change in outlook as it would reduce costs and 

significantly increase cashflow to fund the construction of 

Carrapateena mine without debt. 

Trigger:  The March 2016 quarterly report confirmed 

Australian Eagle’s view for the outlook for gold production 

from the open pit ore, providing potential upside in cashflow 

for which to fund development projects. This was confirmed 

as the strategy when the company hedged this cashflow at 

attractive levels to ensure a fully funded growth strategy along 

with continued dividend payments. 

Outlook: Since Australian Eagle initiated its portfolio position, 

OZ Minerals has extended the mine life of Prominent Hill to 

2030 and purchased strategic development projects in Brazil 

while substantially growing its debt-free balance sheet. Given 

the Company’s history of reliable project completion, there is 

no surprise that the commissioning of Carrapateena mine is 

almost complete and on track to start producing copper in 

4Q19 as planned, ramping up to full production within 12 

months. With the copper market continuing to experience 

favourable tailwinds, Australian Eagle is comfortable with its 

high conviction position in OZ Minerals given the world class 

assets managed by conservative management who have shown 

a strong commitment to delivering returns to shareholders.  

 



 

 

About the Australian Eagle Trust Long-Short Fund 

Australian Eagle Asset Management Ltd is an Australian boutique wholesale fund manager specialising in Australian equities. 

Australian Eagle’s investment process seeks to deliver significant outperformance by identifying mispriced stocks with changing 

growth profiles and building concentrated portfolios of those stocks.  

The Australian Eagle Trust Long-Short Fund aims to achieve strong double digit returns by allowing clients to access Australian 

Eagle’s demonstrated historical strength in constructing Australian share portfolios applied to a long-short product. 

Modelling a combination of Australian Eagle’s actual long investment performance since 2005 in conjunction with a short selling 

discipline, suggests that this product can provide strong investment returns along with an alpha performance that is negatively 

correlated to the broader Australian equity market. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  
Disclaimer: This communication is issued by Australian Eagle Asset Management Pty Ltd ABN 89 629 484 840, a corporate authorised 

representative of Alleron Investment Management Pty Ltd AFSL 278856 Suite 301, Level 3, 161 Walker Street, North Sydney NSW 

2060. This information does not constitute a recommendation, offer or solicitation to buy or sell any securities. It reflects Australian 

Eagle's Portfolio at the end of the month stated and Australian Eagle's views at the date of preparation. Both the Portfolio and Australian 

Eagle's views are subject to change without notice. Past performance figures are no guarantee of future returns. Date of preparation: 12 

April 2019. 

How to Invest 

The Australian Eagle Trust Long-Short Fund is only available to investors via the Australian Eagle Trust Product Disclosure Statement 

(PDS) that is available on www.austeagle.com/how-to-invest/. The Product Disclosure Statement offers investors the opportunity to 

invest a minimum of $25,000 in the Australian Eagle Trust (the Fund). The Trustee has the discretion to waive or vary this minimum 

requirement. 

The offer of units in the Fund are available to investors both residents in Australia, New Zealand and elsewhere receiving this 

document (including electronically) in Australia, New Zealand or elsewhere. Investors who are not residents in Australia can invest in 

the Fund where they are permitted by law to do so. The Trustee is The Trust Company (RE Services) Ltd ABN 45 003 278 831 AFSL 

235150 and the Investment Manager of the Fund is Australian Eagle Asset Management Pty Ltd ABN 89 629 484 840, a corporate 

authorised representative of Alleron Investment Management Pty Ltd AFSL 278856. 

 


