CBG Australian Equities Fund update – July 2017
Market commentary
The Australian equity market was flat in July, returning
0.0%. A 3c strengthening in the AUDUSD to $0.80
provided a headwind to earnings derived offshore and
for domestic economic growth generally.
The S&P/ASX 200 Index has now traded in a +/- 3%
range of 5800 since the start of 2017. The most recent
reporting season was generally positive, but stronger
evidence of an improving earnings environment is
required to move the market higher from here. The
focus currently is therefore firmly on the August
reporting season.
Market earnings multiples are currently 5-10% above 20year averages, depending on the specific sectors of the
market. However, businesses are also earning below
mid-cycle returns on capital, providing potential for
improving earnings in line with strengthening global
economic growth.

International equity markets were quite mixed in July.
The S&P500 gained +1.9%, benefiting from a weaker
USD; while the German Dax declined -1.7%.
The FTSE 100 returned +0.8%; the French CAC40 edged
down -0.5%; the Shanghai Composite gained +2.5%, the
Nikkei 225 was down -0.5% and the NZ50 gained +1.1%.
Across Australian industry sectors, Materials (+3.6%),
Banks (+2.3%) and Staples (+1.1%) were strongest.
Healthcare underperformed (-7.5%) given significant
offshore earnings and a strengthening AUD. Utilities
(-5.3%) and Telecommunications (-4.3%) also
underperformed.

Performance and commentary (to 31 July 2017)
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Please note that for comparability, performance figures are shown before fees.
Inception date 27 March 2006
The strongest relative contributors within the portfolio
in the month were Automotive Holdings Group (AHG),
BHP Billiton (BHP) and Pushpay (PPH). The biggest
detractors were Speedcast (SDA), JanusHenderson (JHG)
and Technology One (TNE).
Automotive Holdings Group (AHG, 2.7% weight)
returned +14.3%. This built on a strong performance in
June, following a fall in May as management reduced
guidance for FY2017 net profit. The fund maintained its
position with the shares offering a strong dividend yield
and further cost-out and growth opportunities in the
coming year.
BHP Billiton (BHP, 6.8% weight) returned 11.0%,
supported by a strong rally in the iron ore price and the
potential for the strong cashflows the company is
generating to be returned to shareholders. The iron ore

price has now rallied 32% from the 21 June low to the
current price of $73.
Pushpay (PPH, 0.7% weight) returned 19.5% after the
company raised fresh equity, relieving balance sheet
concerns, while also guiding to very strong growth over
the period to 31 March 2018. Run rate annualised
revenues as at 30 June 2017 were US$63m and
management has guided to US$100m by 31 March 2018.
Speedcast (SDA, 2.7% weight) fell -9.7% after
announcing an acquisition. Management has guided to
double digit EPS accretion from the acquisition, while
the market is concerned about the integration task given
this comes less than 12 months after the major
acquisition of Harris CapRock.

Janus Henderson (JHG, 3.9% weight) fell -4.3% given the
strength of the AUD, with over 90% of earnings
generated offshore. The outlook for JHG is quite
positive, with synergies from the Janus merger worth
20% of group earnings and Henderson’s retail funds
returning to positive flows of +$1bn in the June quarter,
after European and UK equities fell out of favour with
investors in 2016.

Technology One (TNE, 1.5% weight) declined -6.8% in
June, following the termination of a contract for the
Brisbane City Council, while management pointed to
continued strong growth in the software as a service
business of over 90% in the last 12 months from a low
base.

Portfolios statistics (as at 31 July 2017)
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Disclaimer: Past performance is no guarantee of future performance. Performance shown is net of fees, but before taxes. The content of this fact sheet
has been prepared without taking into account any individual’s objectives, financial situation or needs. Because of that, before acting you should
consider the appropriateness of what is included here, having regard for your own objectives, financial situation and needs. Before making any decision
about whether or not to acquire or continue to hold a financial product mentioned in this fact sheet, you should obtain and consider the latest disclosure
document for the product. You should also obtain advice from your qualified Financial Adviser.
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