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Monthly Portfolio Update: Active Income

The objective of the Market Matters Active Income
SMA is to provide a high level of regular tax-
effective income with lower volatility than the
underlying share market. This is achieved by
actively managing a portfolio of high yielding
equities combined with ASX listed income
securities that offer diversification benefits to both
Australian equities and cash or term deposits.

MARKETS & POSITIONING

The Market Matters Active Income portfolio
returned 3.04% in August, outperforming its
0.34% benchmark while also outperforming the
ASX200 Accumulation Index. The portfolio has
returned 26.05% for the rolling 12-months.

Australian equity markets experienced slightly
lower levels of volatility than July, despite being
the month of full-year reporting releases. From a
bigger picture standpoint, earnings season was
strong although companies became increasingly
reluctant to provide guidance as a consequence of
ongoing east coast lockdowns.

The Technology sector was the best performer
driven by significant gains in Afterpay (APT), on
the back of a takeover bid from US tech giant
Square, and Wisetech, which had one of the
strongest results of the period. Resource stocks
were underperformers as the Delta strain cast a
shadow over the market’s confidence in global
growth.

This also sent the Australia Dollar lower over the
period while bond yields were very marginally
higher. Global equity markets were strong in
August generally outpacing the ASX, as improving
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PORTFOLIO DETAILS

Structure: Separately Management Account
Benchmark: RBA Cash +4%
Management Fee: 0.70% incl GST

Performance Fee:  10% over benchmark with high
water mark

Platform: Praemium
Portfolio Manager: James Gerrish

global economic data, strong corporate profit
results during quarterly earnings in the US and a
more dovish update from US Federal Reserve
Chairman Jerome Powell underpinned the +3%
gain from the S&P 500, recording its seventh
month of consecutive gainsin the process.
Industrial stocks underwhelmed with the Dow
Jones Industrial index up ~1% while the
Technology centric NASDAQ rallied ~4%.
Commodities were mostly softer through August,
Crude Oil & Iron Ore the weakest links however we
saw large gains in markets for thermal coal &
uranium.

M&A has been another obvious tailwind for
equities with completed deals for Bingo (BIN) &
Vocus (VOC), and ongoing battle for Sydney
Airports (SYD) with a consortium of overseas
infrastructure investors & local superannuation
funds making a play, while offers for embattled
casino operator Crown (CWN) & software business
Altium (ALU) were rebuffed. We expect more M&A
to come as high levels of liquidity and cheap
funding remain in play.
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PORTFOLIO STOCKS

Key contributors to portfolio performance during
the month were Wealth Management business
IOOF (IFL) which rallied into their result and while
they beat our expectations at the top line, margins
were lower than we hoped. The stock still managed
a gain of 15% for the period although finished well
below the monthly high.

Salary packing & car leasing business Smart
Group (SIQ) also rallied more than 10% over the
course of the month following their FY21 result.
This is an inexpensive company that provides
moderate growth and a sustainable fully franked
dividend yield of ~6%, while enjoying next to no
debt on their balance sheet.

IAG Insurance (IAG) has been a quiet achiever in
the portfolio and while strong growth in dividends
was not announced at this result, they are setting
up well for this to be achieved in FY22, after a very
tough few years for insurance generally.

Toll road operator Transurban (TCL) remains a
core holding despite a challenging outlook in the
short term. As normality resumes, toll revenue will
increase. Alternatively, a cashed up global
infrastructure investor may swoop first.

Hybrid securities continue to see yields compress
with the typical margin on a longer dated bank
note now ~2.60%, making it difficult to see value.

MONTHLY BREAKDOWN - ACTIVE INCOME
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BHP Billiton (BHP) was the primary detractor of
performance for the month and while the big
Australian did trade ex-dividend, the share price
closed over 20% below its July high. A combination
of tumbling iron prices, a $5.7bn investment in
Potash, unification of its listing structure and
BHP’s planned petroleum demerger with
Woodside (WPL) has hurt short term
performance. We view their move towards ‘future
facing’ commodities as overall positive.

We made no material changes to the portfolio
during the month and retain an asset allocation
mix of approximately 66% in equities, 18% in
Hybrid Securities and 10% in Fixed Income

PERFORMANCE
Mumber of Holdings 17
Current Cash Weighting £34%
Top & Positions (% of AUM) 37 14%
Top 10 Positions (% of AUM) 66.82%

BREAKDOWN

FPERIOD RETURN BENCHMARK
August 3.04% 0.34%
3 manth 5.61% 1.02%
6 Manth 13.65% 2.05%
1 Year 26.05% 4.13%
3 Year pa 10.16% 4.72%

JUL AUG SEP ocT NOV DEC JAN FEB MAR APR MAY JUNE YTD
FY22 0.10% 3.04% 3.14%
Fy21 1.16% 222%  121%  -017% 9.29% 1.46% 0.47% 0.96% 2.73% 2.79% 1.91% 2.39% 24.00%
Fy20 1.54%  -0.57T% 290%  454% 1.16%  -0.51% 1.78%  -3.97% -15.53% 7.33% 6.24% 1.94% -2.23%
FY19 1.35% 0.76% -062% -3.09% -061% -040% 242% 3.92% -0.21% 1.17% 3.13% 1.37% 9.19%
CUMULATIVE 34.10%
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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.
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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.
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