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Model Portfolio performance as 
at 31 August 2020 

1 month 
(%) 

3 months 
(%) 

6 months 
(%) 

1 year 
(%) 

2 years 
(% pa) 5 

3 years 
(% pa) 5 

5 years 
(% pa) 5 

Since Inception 4 
(% pa) 5 

Model Portfolio return (gross) 1 2.37 5.05 -10.97 -10.25 -0.95 3.58 5.29 3.52 

 – Model Portfolio cash yield 
yyielincome 

0.70 1.07 1.32 3.12 4.40 4.61 4.80 4.81 

 – Model Portfolio price return 
rerereturn (net) 

1.67 3.99 -12.30 -13.37 -5.35 -1.03 0.49 -1.28 

Benchmark return 2 2.86 5.81 -8.61 -7.98 0.12 4.40 5.94 4.16 

Active return 3 -0.49 -0.76 -2.37 -2.27 -1.07 -0.82 -0.65 -0.64 

Source: Navigator Australia Limited                         Past performance is not necessarily indicative of future performance. 

1. Redpoint Industrials Separately Managed Account (SMA) (Model Portfolio) – gross performance is before management fees and transaction costs (calculated by Navigator Australia Limited). 
2. S&P/ASX 100 Industrials Accumulation Index – dividends reinvested (Benchmark). 
3. Active return is the difference between Model Portfolio gross return and Benchmark return. 
4. The Model Portfolio was established on 30 April 2015 with a nominal portfolio value of $100,000. 
5. Returns for periods of 12 months or more are annualised. 

 

INVESTMENT OBJECTIVE 

The Model Portfolio aims to provide a return in line with the Benchmark, after 
management fees, over rolling five-year periods. The Model Portfolio seeks to 
deliver the key income and growth characteristics of the Benchmark, while 
holding less than half the companies in the Benchmark. The Model Portfolio 
combines long horizon sustainable quality metrics and risk management 
expertise to exclude or underweight poorer rated companies. The Model 
Portfolio will usually hold 30-40 companies and aims to deliver a portfolio with 
low active risk relative to the Benchmark, while being tilted towards companies 
with better quality characteristics. 

PERFORMANCE COMMENTARY 

MODEL PORTFOLIO 

The Redpoint Industrials SMA (Model Portfolio) underperformed the S&P/ASX 
100 Industrials Index by -0.49% for the month with a gross return of +2.37% 
vs +2.86% for the Index.  The gross return of the Model Portfolio is comprised 
of a cash income (dividend) return of +0.70% and a capital (price) return of 
+1.67%. 

MARKET 

As the reporting season continues for FY20, the overall results from the 
company announcements have been negative, with both earnings and 
dividend announcements down by approximately 20% and 30% respectively.  
Despite the negative outloook, the Australian Equity market continued it’s fifth 
consecutive month of positive gains, posting a total return of +2.83% ignoring 
the performance of ASX constituent announcements and the re-emergeance 
of COVID-19 cases in Australia, in particular within Victoria which recorded 
triple digit cases for 29 out of the 31 days in August. 

The best performing sectors for the month were Information Technology 
(+18.2%), Real Estate (+8.4%) and Consumer Discretionary (+5.9%), while 
the worst performing sectors were Communication Services (-5.6%) and 
Utilities (-4.8%).  The Information Technology surged ahead relative to other 
sectors, mostly driven by Afterpay Ltd which alone contributed more than half 
of the Information Technology sector return. 

In the United States, the US Equity Market traded strongly during the month, 
posting +7.2% (S&P 500) and +9.7% (NASDAQ) in USD terms. 

 

TOP 10 HOLDINGS 

Company Model Portfolio 
(%) 

Benchmark 
(%) 

CSL Ltd 11.18 10.84 

Commonwealth Bank of Australia 11.03 10.09 

Wesfarmers Ltd 5.67 4.50 

Australia & New Zealand Bankin 5.45 4.33 

Woolworths Group Ltd 5.04 4.20 

Westpac Banking Corp 4.42 5.29 

Macquarie Group Ltd 4.33 3.51 

National Australia Bank Ltd 4.15 4.78 

Telstra Corp Ltd 3.28 2.87 

Transurban Group 2.70 3.07 

SECTOR ACTIVE WEIGHTS 

 

MODEL PORTFOLIO FACTS 

Model Portfolio code RISMA 

Model Portfolio size ($) 165,544,694.13 

Number of holdings 41 

Inception date 30 April 2015 
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LARGEST CONTRIBUTORS 

Company Model 
Portfolio 
Average 
Weight 

(%) 

Benchmark 
Average 
Weight 

(%) 

Contribution 
(%) 

The A2 Milk Company 0.00 1.16 0.18 

Stockland 1.43 0.70 0.14 

Treasury Wine Estates  0.00 0.64 0.11 

Qantas Airways  1.12 0.56 0.10 

APA Group 0.00 1.10 0.09 

JB Hi-Fi  1.33 0.46 0.07 

Xero  1.54 0.86 0.06 

Downer EDI  1.12 0.25 0.05 

Coca-Cola Amatil  0.99 0.37 0.05 

SEEK  0.00 0.60 0.05 

Note:  Contributions shown in the above tables are to the active return of the Model Portfolio. 

LARGEST DETRACTORS 

Company Model 
Portfolio 
Average 
Weight 

(%) 

Benchmark 
Average 
Weight 

(%) 

Contribution 
(%) 

Afterpay  0.00 1.45 -0.41 

ResMed  1.84 0.77 -0.20 

AGL Energy  2.01 0.84 -0.14 

WiseTech Global  0.00 0.29 -0.09 

Cleanaway Waste Management  0.00 0.38 -0.08 

Reliance Worldwide  0.00 0.20 -0.07 

Telstra  3.60 3.17 -0.07 

Commonwealth Bank  11.45 10.53 -0.07 

Charter Hall  0.00 0.45 -0.07 

James Hardie  0.00 1.14 -0.04 

Note:  Contributions shown in the above tables are to the active return of the Model Portfolio. 

DIVIDEND INCOME 

In the June quarter report, we estimated a dividend yield of 1.00% for the 
model portfolio for the September quarter.  Our updated expectations are now 
for a cash yield of ~0.9% for the quarter (including dividends due in 
September). 

During the month of August, a cash yield of 0.7% is estimated to have been 
realised by the Model Portfolio.  This is approximately 10% lower than our 
estimates made in June mainly due to the lower dividend paid by 
Commonwealth Bank ($0.98 paid vs $2.00 forecast).  Offsetting this fall was 
increased dividends paid by Magellan ($1.22 vs $1.02) as well as dividends 
paid by QBE and ANZ Bank when none were expected. 

The Model Portfolio is still forecast to deliver a cash yield of over 3.5% over 
the next 12 months notwithstanding the current dividend cuts and omissions. 
Investors need to consider that the total return from the Model Portfolio is 
delivered by both income (dividends) and price change (growth). Experience 
indicates that share prices will recover before dividends return to normal and 
investors should be careful to not miss the price recovery by selling due to 
disappointment over lower dividend realisation in the short term. 

ATTRIBUTION COMMENTARY 

A sector-based attribution shows that sector allocation contributed +0.11% to 
active return but was offset by stock selection which detracted -0.60% from 
active return. 

STOCK SELECTION 

Stock selection was best in the Consumer Staples sector which added +0.32% 
to overall relative performance.  The Model Portfolio benefited from having no 
exposure to A2Milk and Treasury Wine Estates which fell 11.8% and 14.4% 
respectively during August.   

Treasury Wine was impacted by comments from China’s Ministry of 
Commerce regarding investigations into wine dumping in their country.  
Notwithstanding a better than expected annual report the company moved to 
cut its final dividend to $0.08 per share (vs $0.20 in 2019).   

The portfolio benefited from an overweight holding in Coca Cola which rose 
by 12.3%.  Coca Cola reported a statutory loss in the most recent half year 
taking on a $101m impairment charge in its Indonesian business.  Pleasingly 
the company had recognised signs of increased sales as lock down measures 
are being relaxed across the country. 

In contrast, stock selection was worst in the Information Technology, Health 
Care and Communication Services sectors.   

Having no exposure to IT firms AfterPay and Wisetech collectively detracted 
over 0.60% in aggregate during August when both stocks jumped over 30% 
during the month.  Wisetech was buoyed by news that COVID was in fact 
increasing the speed of industry change within logistics which is expected to 
benefit the company’s roll out of digital solutions. 

Within the IT sector the Model Portfolio benefited from holding accounting 
software giant Xero.  The company purchased small business finance 
company Waddle in late August acquiring its invoice lending platform.  Xero’s 
share price rose by 12.3% over the month of August. 

The Model Portfolio also added software firm Altium in July.  Altium develops 
software supporting the design of circuit boards and electronic products.  The 
company will pay an increased final dividend of $0.19 per share in early 
September continuing its 20% annual growth rate in its dividend per share 
achieved over the past five years. 

Resmed reported an in-line result boosted by ventilator sales in the most 
recent quarter.  Notwithstanding this outcome and the maintenance of its 
dividend, the share price fell in August on beliefs that its core sleep business 
may face a tougher environment in the near term due to weaker economic 
activity across the globe which is expected to flow through to softer sales. 

SECTOR ALLOCATION 

From a sector allocation perspective, being underweight the Communication 
Services and Utilities sectors added value as well as being overweight in the 
Consumer Discretionary sector. 

By contrast, an underweight exposure to the Information Technology sector 
was the largest detractor driven by the Model Portfolio’s omission of Afterpay 
which alone detracted -0.41% from active return. 

Overall the portfolio has lagged behind the benchmark in recent months as 
risk appetite has bounced back strongly across equity markets.  This type of 
market sentiment is usually characterised by the strong performance of poorer 
quality and higher risk firms: companies which our approach will avoid as long 
term investments.  The recent underperformance of the Model Portfolio can 
be distilled into three key drivers: 

• No holding of AfterPay Ltd 

• No holding of James Hardie Industries 

• SMA requirement to hold at least 1% in cash 

Notwithstanding these headwinds the Model Portfolio has delivered an 
estimated cash yield of 1.1% plus 0.3% in tax credits versus the index cash 
yield of 1.05% over the past six months and is forecast to deliver a cash yield 
of over 3% over the next twelve months.  (See next section for further details) 

POSITION CHANGES 

At month end the Model Portfolio holds 41 of the 80 companies in the 
Benchmark universe.  There were no position changes throughout the month. 
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IMPORTANT NOTICE 
Navigator Australia Limited (ABN 45 006 302 987) (AFSL 236466) (NAL), the Responsible Entity of and the issuer of units in the Redpoint Industrials Separately Managed Account (SMA) (Model Portfolio), 
is a fully owned subsidiary within the National Australia Bank Limited (NAB) group of companies (NAB Group). An investment in the Model Portfolio does not represent a deposit with or a liability of NAB 
nor any of its related bodies corporate and is subject to investment risk including possible delays in repayment and loss of income and capital invested. None of NAB, NAL, or any other NAB Group company 
nor Redpoint Investment Management Pty Ltd (AFSL 411671) guarantees the capital value, payment of income or performance of the Model Portfolio. Neither NAB, NAL or any other NAB Group company 
is in any way responsible for and does not guarantee the quality or accuracy of any information provided by third parties. To the maximum extent permitted by law, neither NAB, NAL or any other NAB 
Group company will be liable to any party in contract, tort (including for negligence) or otherwise for any loss or damage arising either directly or indirectly from reliance on, the use of or inability to use any 
third-party information. The SMA Product Disclosure Statement (PDS) for the Model Portfolio is available by calling the Client Services Team on 1300-738-355 or visit www.mlcam.com.au. You should 
obtain a PDS for the Model Portfolio issued by NAL and consider it before making any decision about whether to acquire or continue to hold the product. Any information in this document is general advice 
and has been prepared without taking account of your personal objectives, financial situation or needs. Because of this you should, before acting on any information in this communication, consider whether 
it is appropriate to your personal objectives, financial situation and needs. We recommend investors obtain financial advice specific to their situation. Past performance is not a reliable indicator of future 
performance. Returns are not guaranteed, and actual returns may vary from any target returns described in this document. 
 

KEY CONTACTS 

INVESTMENT MANAGEMENT 

Max Cappetta 
Phone (direct):  02 9119 5808 
 
Toby Bellingham 
Phone (direct):  02 9119 5812 
 
Address: Level 19, Governor Macquarie Tower 

1 Farrer Place, Sydney NSW 2000 
Website:  www.redpointim.com 

CLIENT SERVICES (NAVIGATOR SMA) 

Email:  info@mlcam.com.au 
Phone:  1300 738 355  
Address: Level 21, NAB House 

255 George Street, Sydney NSW 2000 
Website:  www.mlcam.com.au 

 

CLIENT SERVICES (MACQUARIE SMA) 

Email:  managedaccounts@macquarie.com  
Phone:  1800 501 180 
Address: 1 Shelley Street 

Sydney NSW 2000 
Website:  www.macquarie.com.au 

 

http://www.redpointim.com/
mailto:managedaccounts@macquarie.com

