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Total returns
1 mth %

3 mths %

6 mths %

1 yr %

3 yrs % p.a.

Incep. % p.a.
(26 Apr 2017)

Chester High Conviction Fund (after fees)

3.0

6.1

17.5

8.9

6.1

10.0

S&P/ASX 300 Accumulation Index

1.9

1.2

9.1

-7.9

4.2

4.3

Outperformance (after all fees)

+1.1

+4.9

+8.4

+16.8

+1.9

+5.7

At 31 October 2020

“The intelligent investor is a realist who sells to optimists
and buys from pessimists.”
Ben Graham

Month in review
The US election has been decided (although not conceded). We
note when society is happy and prosperous, voter turn out is
low (42% in 1996), while 2020 has seen the largest voter turn
out in 120 years (67%), suggesting the opposite is true today.
Our hope would be that the next 4 year political cycle is more
predictable than the past 4 years. It appears that (at the time
of writing) a Democratic president combined with a Republican
controlled senate suggests that the extreme ideology of both
sides will not carry the day in Washington, which augurs well for
stability, if not gridlock.
It possibly restores the influence of the Federal Reserve, as in
the absence of any significant stimulus package in the coming
weeks, the policy direction of the Fed once again takes centre
stage.
The optimist in us hopes the fear and uncertainty of 2020 can
be left behind with prosperity and recovery ahead of us into
2021. For this to happen, stability will be important, as will
a vaccine for COVID-19, which appears the only avenue for
business confidence and “normalisation” to occur, where we
remain hopeful of this eventuating in 2021. As of this week, this
appears closer than ever. Clearly the recent second waves of
COVID-19 cases in Europe and the US suggests the “reopening”
of economies remains slower than we would have expected 8
weeks ago. We do feel there is the prospect of renewed capital
flows into Australia, supporting the ASX300. As an island nation
that has effectively all but eradicated COVID, we have a stable
government with aggressive fiscal and monetary policy settings
that should hold us in good stead as we look to recover from
the lockdowns in 2021. President Trump’s last 10 weeks in office
remains the wildcard for global asset prices.

Fund sector weights
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Industrials
Financials
Health Care
Consumer Discretionary
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Information Technology
Communication services
Real Estate
Gold
Liquidity

Portfolio review
For the month of October, the fund returned 3.0%, relative to
the ASX300 Accumulation Index return of 1.9%. This strategy has
been run for 7 years now, and much of our attribution has been
derived from what we consider to be unloved or undervalued
assets. We have been somewhat surprised by the ongoing
strength of momentum in both directions, where strong share
price momentum supports stronger share prices and conversely,
weaker share prices beget weaker share prices, all at the expense
of the actual fundamentals of the underlying cash flows. We have
a significant number of companies (unfortunately) trading near
52 week lows, that look very compelling to us on a 2-3 year view.
Hence we remain excited by the opportunities the portfolio has
over the next 2-3 years, regardless of the economic backdrop.
The largest contributor to performance in October was the IPO
of Aussie Broadband (ABB) a company that we have followed for
a significant period of time and remain very positive on. We see
continued momentum in the customer base that (we believe) still
sees material upside to the share price over the next 2-3 years.
Lynas Corp (LYC) has been another company where we retain a
high conviction view regarding the strategic nature of their asset
base in providing an alternative source of rare earths to the US
and Europe outside China.
OceanaGold (OGC) would prefer to skip 2020 as while they
have confirmed a stronger production growth trajectory over
the medium term, the short term has been marred by business
continuity from COVID-19 in the US and an unresolved mining
licence (FTAA) renewal in the Philippines, neither of which
take away from the significant discount to its asset base with
a strengthened balance sheet. Austal (ASB) appears to have
been sold off on concerns over a payment from the Australian
Border Force on the delivery of several Naval Ships in 2015. Our
understanding is that this (AUD39m) payment was a contracted
milestone payment for ASB delivering ships into contracts in 2015.
The optionality for ASB with new tenders in the USA looks very
compelling to us, while over 25% of ASB’s market cap in cash. The
liquidity position at the end of October was 8.8%.
Top 3 holdings

Portfolio breakdown

Aussie Broadband

Industrials

20.2%

Downer EDI Limited

Consumer Staples

14.3%

Woolworths Limited

Materials

11.9%

Top 3 portfolio attribution

Bottom 3 portfolio attribution

Aussie Broadband

OceanaGold

Lynas Corporation

Austal Limited

Lend Lease Group

Aurizon Holdings
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Accumulated Performance by Financial Year - Same Strategy
FY14 (%)# FY15 (%)

FY16 (%) FY17 (%)*

FY18 (%)

FY19 (%)

FY20 (%) FY21 (%)

Since Inception (%) p.a.

Same Strategy (after MER)

+11.2

+24.5

+17.4

+11.2

+28.3

-6.4

+3.9

+9.1

+14.0

S&P/ASX 300 Accumulation Index

+7.8

+5.6

+0.9

+9.1

+13.2

+11.4

-7.7

+1.8

+5.9

Value added (after MER)

+3.5

+18.9

+16.4

+2.1

+15.1

-17.8

+11.6

+7.3

+8.1

# The inception date of SGH Australia Plus was the 8th of October, 2013, where Rob Tucker was the sole Portfolio Manager, until his departure on February 28th, 2017.
* The inception date of the Chester High Conviction Fund was April 26th, 2017, hence FY17 reflects 8 months of SGH Australia Plus and 2 months of the CHCF.
We note this is a statement of fact of the performance achieved by the fund during the time which Rob Tucker was the sole Portfolio Manager making active decisions on the
SGH Australia Plus portfolio. We note performance is the record of the firm not the individual however past performance has been constructed from publicly available unit
price data. Past performance is not necessarily indicative of future performance and should not be relied upon in making investment decisions.
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Note this graph is representative only of the combination of the same Portfolio Manager running the same strategy, and would only represent actual returns for unit
holders that invested money at inception of SGH Australia Plus, withdrew those funds at the end of February 2017 and then invested all those initial funds again at
inception of the Chester High Conviction Fund in April 2017. Note, this depicts returns after fees.
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Past performance is not a reliable indicator of future performance. The total return performance figures quoted are historical, calculated using end-ofmonth mid prices and do not allow for the effects of income tax or inflation. Total returns assume the reinvestment of all distributions. The performance
is quoted net of all fees and expenses. The indices do not incur these costs. This information is provided for general comparative purposes. Positive
returns, which the Chester High Conviction Fund (the Fund) is designed to provide, are different regarding risk and investment profile to index returns. A
performance fee of 15.0% is payable quarterly on any excess performance (after deducting the management fee) above the benchmark, S&P/ASX Small
Ordinaries Accumulation Index. A performance fee is only payable where the unit price is higher than when the last performance fee was paid. This
document is for general information purposes only and does not take into account the specific investment objectives, financial situation or particular
needs of any specific reader. As such, before acting on any information contained in this article, readers should consider the appropriateness of the
information to their needs. This may involve seeking advice from a qualified financial adviser. Copia Investment Partners Ltd (AFSL 229316, ABN 22
092 872 056) (Copia) is the issuer of the Chester High Conviction Fund (ARSN 620 091 858). A current PDS is available from Copia located at Level 25,
360 Collins Street, Melbourne Vic 3000, by visiting chesteram.com.au or by calling 1800 442 129 (free call). A person should consider the PDS before
deciding whether to acquire or continue to hold an interest in the Fund. Any opinions or recommendation contained in this document are subject to
change without notice and Copia is under no obligation to update or keep any information contained in this document current.

chesteram.com.au

