Performance – Quarter Ended 30 September 2019
The Katana Australian Equities Fund (KAEF) returned 4.52% for the September quarter outperforming the ASX All Ordinaries Accumulation
Index by 1.70%. The portfolio’s outperformance was driven by tactical overweight positions in the Gold and Healthcare sectors which
provided superior risk adjusted returns as volatility persisted throughout the quarter. Moving forward, the manager remains positively
predisposed to these sectors given the challenging macro backdrop and stretched valuations in other pockets of the market.
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N.B Past performance is not an indicator of future performance.

Portfolio Review
The ASX S&P All Ordinaries Accumulation Index rallied in the September 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 CSL,
Ingenia Group, Resmed and Pointsbet along with a basket of gold stocks including Northern
Star, Evolution, Resolute and Ramelius. The main detractors were CYBD Plc, Worley and
Mineral Resources, which was sold off on the back of softer lithium prices.
During the quarter, the Fund trimmed its holdings in Rio Tinto and exited the Mincor and Oz Mineral positions. After a ~10% pull back in
the quarter the fund started to accumulate a new position in Ramsay Health Care. Ramsay is trading at a slight discount to its long term
average at a time when EPS growth appears to be recovering versus a sector and market that is slightly expensive. These portfolio changes
resulted in the cash balance decreasing to ~26% as at 30 September 2019.

Macro and Outlook
The September quarter was characterised by a strong July with volatility increasing towards the end of the quarter due to ongoing trade
war concerns, slowing economic data and the bond market reversing direction from the beginning of the year. The US/China trade war
escalation is now starting to show up in economic data which is impacting company earnings and hence equity markets. The Australian
economy is slowing resulting in the RBA cutting interest rates by another 25 basis points. With stubbornly anemic wage growth and
unemployment data static, the RBA is attempting to spur on inflation. This low inflation, low interest rate environment is tormenting
investors chasing yield yet harbouring genuine concerns that company profits maybe deteriorating and hence yields could be under
pressure.

Since Jan 2006, the Katana fund has returned
215.9% vs 44.4% for the All Ordinaries Index
and 159.5% for the Accumulation Index.

1

Inception date Katana Capital January 2006. Returns quoted net of fees pre-tax. From 1st July 2011 performance data
Katana Australian Equity Fund Vehicle.

2

Past performance is not necessarily indicative of future performance.
Source: Katana Asset Management Ltd; IRESS

