Performance – Quarter Ended 31 March 2019
During the quarter ended 31 March 2019, the ASX S&P All Ordinaries Accumulation Index had a severe correction and ended down by
9.0%. The Katana Australian Equities Fund (KAEF) performed only slightly better, due to our overweight position in the Energy sector.
We remain positive on these companies at both a top-down and bottom-up level, and we are already seeing a substantial rebound in
January, which bodes well for the current quarter’s returns. Importantly, the Fund continued to outperform its benchmark over the
longer term by a solid 2.4% per annum net of all fees.
Fund Performance (Net of fees)
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ASX All Ords Accumulation Index

0.70%
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Outperformance

-1.27%

-6.27%

-5.56%
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-2.72%

-1.06%

1.93%

N.B Past performance is not an indicator of future performance.

Portfolio Review
All of the major ASX S&P All Ordinaries Accumulation Index sectors declined in the
December quarter, with Defensive sectors faring relatively better than Cyclicals. The worst
performing sectors were Energy, Communication Services, IT and Consumer Discretionary.

Top 10 Holdings Commentary
Stocks that delivered the largest contributions to the Fund during the quarter were
Transurban and Regis Resources along with some smaller gold positions, notably Resolute
Mining and Dacian Gold. The main detractors were Viva Energy and Woodside, which felt
the brunt of lower oil prices; and Aristocrat Leisure, which was sold off after its FY18 result
failed to meet high expectations.
During the quarter, the Fund sold its holdings in Transurban and Regis Resources after decent gains and reduced its holding in BHP and
Viva Energy. Woodside and South32 replaced Transurban and BHP in the Fund’s Top 10 holdings during the quarter. These changes
resulted in the cash balance increasing to 38% as at 31 December from 33.5% as at 30 September 2018 and will be deployed if the
Manager sees further value following any future volatility events.

Macro and Outlook
The December quarter correction was caused by the US/China trade war escalation and the US raising its cash rate by an additional 25
basis points in December. Although global growth is expected to continue at a lower pace than in 2018, it should remain above trend
given the supportive policy settings prevailing in many developed and emerging market economies. The Australian economy is slowly
improving with a pick up in infrastructure spending driving jobs growth being partly offset by high household debt; low wages growth;
and a declining property market. The Manager believes that stock performance in the current quarter will largely be driven by the
1HFY19 earnings results as well as a potential outcome to the trade negotiations between the US and China.

Since Jan 2006, the Katana fund has returned
210.8% vs 34.3% for the All Ordinaries Index
and 131.5% for the Accumulation Index.
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Inception date Katana Capital January 2006. Returns quoted net of fees pre-tax. From 1st July 2011 performance data
Katana Australian Equity Fund Vehicle.
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Past performance is not necessarily indicative of future performance.
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