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The objective of the Market Matters Active High 

Conviction SMA is to provide an active exposure to 

Australian large cap shares, with reduced volatility 

through stock selection, targeted hedging & 

managing cash. Returns will be achieved through a 

combination of capital appreciation and income 

with an overall objective of outperformance of the 

S&P/ASX 200 Accumulation Index over the 

medium term, (3 years) but with lower volatility.  

 

MARKETS & PERFORMANCE  

The Market Matters Active High Conviction 
portfolio returned 0.78% in August, 
outperforming its benchmark of the S&P/ASX 
200 Accumulation Index which fell by -1.85%. 
The portfolio has returned 33.27% for the rolling 
12-months.  
 

 
 
September proved a difficult month for equity 
markets living up to usual seasonal weakness with 
the ASX 200 down by -2.59% in absolute terms and 
-1.85% on an accumulation basis, although that 
performance was better than other global markets 
with the S&P 500 down by -4.79%.   
 
The Energy sector was the best performer driven 
by a resurgence in global energy markets on 
tightening supply, the sector up an impressive 
14.9% in the month. Iron Ore however fell heavily 
which dragged the material sector off by -11.36%. 

 

 
 
 
 
Volatility was noticeably higher during the month 
which has prompted some to question the 
sustainability of the post covid rally in stocks. At 
this stage, we view the recent weakness as simply a 
healthy consolidation of a strong trend and expect 
equities to move higher for the remainder of the 
year and into 2022.  

The relative performance of the portfolio was 
strong in September and it’s pleasing to provide 
positive returns in a soft market.  

Divergence across sectors became more evident 
during September on the back of a number of 
changing market dynamics.  

Interest rates are important and while Central 
Banks remain on the sidelines, bond markets are 
pricing in higher rates as inflation builds, the US 
10-year bond yield moving from 1.3% to 1.5% over 
the course of the month.  

China was also a key focus with concern around 
their property market following the pending 
collapse of Evergrande, one of the largest property 
developers in China. While we believe they’ll 
contain this situation, weakness in Chinese 
property will have a negative impact on the 
consumption of some key commodities whilst also 
putting a dampener on global growth. This is a key 
area of risk as we move towards Christmas.  
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PORTFOLIO STOCKS 

 
 
The portfolio holds concentrated positions in 20 
stocks and looking at the contributors & detractors 
of performance during the month, some obvious 
trends become clear.  
 
As global decarbonisation becomes increasingly 
important, traditional energy sources have had 
supply curtailed at a time when demand has 
accelerated. While we firmly believe in backing 
future facing commodities, that doesn’t preclude 
us from investing in shorter dated themes & during 
the month Whitehaven Coal (WHC) & Santos 
(STO) contributed to portfolio outperformance.   
 
As confidence builds around re-opening, and NSW 
pushes hard for the resumption of travel, Qantas 
(QAN) shares rallied during the month. We believe 
that aggressive restructuring during the pandemic 
will ensure Qantas is more profitable in the future 
than they were in the past, while the short-term 
bump from pent up demand will likely drive near 
term performance.   
 
Higher bond yields are a negative influence on 
growth stocks and our positions in accounting 
software business Xero (XRO) and global 

healthcare company CSL Limited (CSL) fell during 
the month. We remain bullish on both however our 
view that interest rates have seen their low and will 
rise from here means you should expect the 
portfolio to have a lower allocation to higher value 
growth versus lower priced cyclicals from here.  
 

 
 
We took one new position in the portfolio during 
the month, increasing our exposure to 
commodities that have supply side issues and 
therefore momentum in underlying commodity 
price. We bought Alumina (AWC) while we also 
added to an existing position in Lithium & Nickel 
company Independence Group (IGO).  We remain 
comfortable with our current tilt towards 
commodities while we continue to prefer cyclical 
value over and above expensive growth.  
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DISCLOSURE 

 

Market Matters, its employees, associates and / or 

contributors may hold stocks mentioned in this report.  

Performance of the Model Portfolio is based on a model 

portfolio and is gross of investment management, 

administration fees and transaction costs. The total 

return performance figures quoted are historical and 

include franking credits. Total returns assume the 

reinvestment of all portfolio income. 

DISCLAIMER 

All figures contained from sources believed to be 

accurate.  Market Matters does not make any 

representation of warranty as to the accuracy of the 

figures and disclaims any liability resulting from any 

inaccuracy.   

Reports and other documents published on this website 

and email (‘Reports’) are authored by Market Matters 

and the reports represent the views of Market Matters.  

The Reports contain general, as opposed to personal, 

advice. That means they are prepared for multiple 

distributions without consideration of your investment 

objectives, financial situation and needs (‘Personal 

Circumstances’). Accordingly, any advice given is not a 

recommendation that a particular course of action is 

suitable for you and the advice is therefore not to be 

acted on as investment advice. You must assess whether 

or not any advice is appropriate for your Personal 

Circumstances before making any investment 

decisions. You can either make this assessment 

yourself, or if you require a personal recommendation, 

you can seek the assistance of a financial advisor. 

 

. 
Market Matters or its author(s) accepts no responsibility 

for any losses or damages resulting from decisions made 

from or because of information within this publication. 

Investing and trading in financial products are always 

risky, so you should do your own research before buying 

or selling a financial product. The Reports are published 

by Market Matters in good faith based on the facts known 

to it at the time of their preparation and do not purport 

to contain all relevant information with respect to the 

financial products to which they relate. Although the 

Reports are based on information obtained from sources 

believed to be reliable, Market Matters does not make 

any representation or warranty that they are accurate, 

complete or up to date and Market Matters accepts no 

obligation to correct or update the information or 

opinions in the Reports. Market Matters may publish 

content sourced from external content providers.  

If you rely on a Report, you do so at your own risk. Past 

performance is not an indication of future performance. 

Any projections are estimates only and may not be 

realised in the future. Except to the extent that liability 

under any law cannot be excluded, Market Matters 

disclaims liability for all loss or damage arising as a 

result of any opinion, advice, recommendation, 

representation or information expressly or impliedly 

published in or in relation to this report notwithstanding 

any error or omission including negligence. 


