Performance – Quarter Ended 30 June 2020
As we wrote at the time, the preceding (March) quarter really was rather extraordinary given that we experienced the fastest
decline on record. As we also wrote at the time, that was all history and what was of paramount importance was how to
positon the portfolio for the coming quarter. In our view, 4 factors suggested that the market was set to rebound : record
Government stimulus and liquidity; record bond-yield differential, cheap valuations and a stimulatory oil price.
Throughout the June quarter, these factors combined with a lessening in the spread of Covid-19 in Australian cities, saw
confidence return to the market, with the main accumulation index recovering 17.75%.
Against this backdrop, the Katana Australian Equity Fund returned 31.42% net of all fees. This placed the fund as the 5th best
performer out of a universe of 138 funds reported by Mercer. Pleasingly, the fund was also able to out-perform its benchmark
over all timeframes, net of all fees.
Fund Performance (Net of fees)

1 MONTH

3 MONTHS

6 MONTHS

1 YEAR PA

3 YEARS PA

5 YEARS PA

INCEPTION PA

KAEF

3.35%

31.42%

-0.23%

9.71%

10.24%

8.17%

8.62%

ASX All Ords Accumulation Index

2.34%

17.75%

-10.42%

-7.21%

5.43%

6.22%

6.04%

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

Macro Outlook
In short, it is harder to forecast the coming quarter than the past one, as the
recovery from heavily oversold levels has now taken place. Our thinking post the
March quarter was that the market positioning was asymmetrical, in that it had
factored in all of the downside factors and ignored any potential positive driver. As
we sit here today, that has largely been neutralized.
The main drivers will continue to be the spread and economic impact of Covid-19
versus the effectiveness of lockdowns, treatments and the timeline for an effective
vaccine. However, the recovery in share prices represents a more balanced view of
the confluence of positive and negative drivers that may play out in the coming
quarter.

Portfolio Positioning
As outlined above, the macro outlook does not reflect the same asymmetry that we saw at the end of the March quarter. In
fact we can see clear and strong factors to support a push in either direction. This is likely to lead to a volatile, range bound
market. Given the level of fear versus cash on the sidelines, we are likely to see that the moves are rapid and exaggerated
as investors adjust to the daily news flow.
Accordingly, we have moved to a more neutral footing which includes increasing our cash position, reducing exposure to
small cap/illiquid stocks, realizing profits in the technology and healthcare sectors and selectively adding to large cap old
world cyclicals. We are also increasing the frequency of our trading as we seek to capture at least some of the market
gyrations. As always, this will be centered on capital preservation, and in the vast majority of transactions, we will be looking
to trade an additional sleeve around long term core holdings.

Since Jan 2006, the Katana fund has returned
231.6% vs 27.5% for the All Ordinaries Index
and 134.2% 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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