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Investment Approach 

Redpoint employs a disciplined approach which seeks to construct a representative portfolio of 

better-quality companies that provides a return broadly comparable to that of the benchmark 
on an after fees basis. 

The approach is designed to provide a model portfolio for implementation as an SMA with low 

turnover, appropriate risk controls relative to the benchmark and comparatively lower costs.  
Redpoint’s selection bias towards quality companies is expected to give the portfolio a slight 

defensive tilt. This is anticipated to provide a modest outperformance during periods of market 

stress but marginal underperformance when speculative stocks are in favour. This slight bias 

is Redpoint’s preferred method for sensibly allocating capital given the strategy is constrained 

to holding less than half the stocks in the benchmark universe. 

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 usually holding between 30-40 companies from 

within the Benchmark. 

Market Commentary 

After hitting it’s highest monthly close in April, the Australian equity market (S&P/ASX 100 

Industrials Index) continued to trend higher finishing up 3.02% for the month.  The broader 

S&P/ASX200 benchmark rose 2.34% and the small companies benchmark (S&P/ASX Small 

Ordinaries) rose just 0.27%. 

The developed markets (MSCI World) index finished up 1.2% (in USD terms) for the month of 
May.  Pan European markets rose most with Gernamy and the UK both rising 3.6%.  The US 
equity market was weaker with the broad market (S&P500) index rising 0.5% while the 

technology focused Nasdaq index fell 1.5%.  Government bond yields fell slightly across the 

globe with the exception of New Zealand where their central bank set strong expectations the 

next move in official rates will be higher.  Risk appetite remains high and this is reflected in 

bouyant share prices across the globe.  This positive sentiment is supported by the global 
COVID-19 vaccination roll out and falling infection rates in the USA and Europe as they move 

into their summer. 

At a sector level, the financials and consumer discretionary sectors performed best rising 5.9% 

and 4.2% respectively, whilst information technology and utilities declined the most, down 

10.2% and 6.6% respectively. 

The prospect of higher interest rates in 2022 remains an important issue for equity investors at 

present.  Predictions for inflation remain mixed with some predicting that the current uptick is 
transitory while others expect that it will continue.  Higher interest rates will impact rate sensitive 

sectors such as utilities and companies with high future growth expectations trading at high 

valuations.  Our expectation is that better quality companies with pricing power, strong cashflow 
and robust profit margins remain well placed to deliver attractive dividends and price returns 
within a higher interest rate environment. 

The Financial sector responded positively to this interest rate thematic in May.  Commonwealth 
Bank was the best performing stock in the sector with all Financial sector companies except 

Magellan and Macquarie Group rising during the month.  While Macquarie Group paid a $3.35 
per share cash dividend (+40% franking credit) this was slightly below expectations. 

The Consumer Discretionary sector was driven higher due to the strong performance of gaming 

company Aristocrat.  Gaming stocks remain well supported at present with offers currently in 
play for Tabcorp’s wagering business and Crown Resorts.  Both the Financials and Consumer 

Discretionary sectors remain the best performing sectors for the S&P/ASX100 Industrials index 
thus far in 2021. 

Position Changes 

At month end the Model Portfolio held 41 companies from the benchmark universe.  There were 

no trading activities that involved adding new companies or removing existing companies from 

the model portfolio.  Exposures in National Australia Bank and Westpac were increased whilst 
ANZ exposure was decreased to better capture the dividend income offered by these 

companies. 

Dividends 

The expected cash dividend yield or the Model Portfolio is forecasted to be 3.3% over the next 

12 months versus 3.16% for the benchmark.  The Model Portfolio is also expected to earn 

additional franking credits of approximately 1% over the next year thus delivering a gross 

dividend yield of 4.3%. 

Top 10 Holdings 

Company Model Portfolio 
% 

Commonwealth Bank of Australia 12.57 

CSL Ltd 9.33 

National Australia Bank Ltd 7.16 

Westpac Banking Corp 6.88 

Australia & New Zealand Banking 6.02 

Wesfarmers Ltd 5.43 

Woolworths Group Ltd 3.66 

Macquarie Group Ltd 3.60 

Telstra Corp Ltd 3.58 

Transurban Group 2.29 

Sector Allocation 

Sector Model Portfolio 
% 

Consumer Discretionary 8.80 

Information Technology 4.09 

Industrials 9.47 

Communication Services 4.72 

Financials 40.97 

Materials 4.17 

Consumer Staples 5.92 

Health Care 13.39 

Real Estate 7.36 

Energy 0.00 

Utilities 1.11 

Model Portfolio Facts 

Model Portfolio Code RISMA 

Benchmark S&P/ASX 100 Industrials 
Accumulation Index 

Inception Date 30 April 2015 

Number of Holdings 41 

Aggregate FUA ($) 222,899,414 

Available Platforms 

MLC Wrap / MLC Navigator 

Email: services@mlc.com.au 

Phone: 13 25 52 

Macquarie Wrap 

Email: mppmproduct@macquarie.com 

Phone: 1800 501 180 

http://www.redpointim.com/
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IMPORTANT NOTICE 

This report has been prepared by Redpoint Investment Management Pty Ltd ABN 83 152 313 758, AFSL 411671 (Redpoint) and the information contained within is current as at the date of this report. It is not to be published, or otherwise made 

available to any person other than the party to whom it is provided. This report relates to the Redpoint Industrials SMA portfolio, a portfolio developed by Redpoint. The portfolio composition for any individual investor may vary and the performance 
information shown may differ from the performance of an investor portfolio due to differences in portfolio construction or fees. This monthly report is for general information purposes only, should not be considered as a comprehensive statement 

on any matter and should not be relied upon as such. It has been prepared without taking into account any recipient’s personal objectives, financial situation or needs. Because of this, recipients should, before acting on this information, consider 

its appropriateness having regard to their or their clients’ individual objectives, financial situation and needs. This information is not to be regarded as a securities recommendation. The information in this commentary may contain material provided 

by third parties, is given in good faith and has been derived from sources believed to be accurate as at its issue date. While such material is published with necessary permission, and while all reasonable care has been taken to ensure that the 
information in this commentary is complete and correct, to the maximum extent permitted by law neither Redpoint nor any representatives in the Redpoint company accepts any responsibility or liability for the accuracy or completeness of this 

information. 

Performance 

Performance (%) 1 month (%) 3 months 
(%) 

6 months 
(%) 

1 year (%) 2 years 
(%pa) 

3 years 
(%pa) 

4 years 
(%pa) 

5 years 
(%pa) 

Since 
Inception 

(%pa) 

Model Portfolio Total Return¹ 3.19 11.43 10.26 26.74 7.00 8.29 7.48 7.85 6.31 

Income Return 0.62 0.92 1.87 4.01 3.58 4.39 4.48 4.60 4.71 

Price Return 2.57 10.51 8.39 22.73 3.42 3.90 3.00 3.25 1.60 

Benchmark Total Return 3.02 10.82 10.50 28.18 8.72 9.53 8.12 8.29 6.96 

Relative Return 0.17 0.61 -0.24 -1.44 -1.72 -1.24 -0.63 -0.43 -0.64 

Estimated Franking Credits 0.24 0.32 0.56 1.09 0.97 1.19 1.30 1.38 1.46 

Estimated Gross Income Return² 0.86 1.24 2.43 5.10 4.55 5.58 5.78 5.98 6.16 

1. Model Portfolio Total Return is before management fees and transaction costs (calculated by Navigator Australia Limited). 
2. Estimated Gross Income Return is the sum of Income Return and Estimated Franking Credits 

 

Model Portfolio Commentary 

The Redpoint Industrials SMA (Model Portfolio) outperformed the 

S&P/ASX 100 Industrials Index by 0.17% for the month with a gross return 
of 3.19% vs 3.02% for the Index.  The gross return of the model portfolio is 

comprised of a price only return of 2.57% and income return of 0.62% 

reflecting a dividend received from Bank of Queensland. 

Attribution Commentary 

Stock selection added most within the information Technology sector due 
to the Model Portfolio retaining an underweight exposure to Afterpay.  We 

do note that our Growth metrics for Afterpay have improved recently 

however the strategy remains underweight due to rating poorly across our 
Quality metrics. 

The Model Portfolio benefited from having no exposure to A2 Milk which 
was the benchmark’s worst performing stock for the month falling almost 

24%.  The company was forced to revise down earnings expectations due 

to weaker sales from China.  Apart from below average quality metrics our 
diversified exposure within the Staples sector continues to avoid the 

company based on its single revenue source and high reliance on one key 
sales channel. 

Healthcare equipment manufacturer Fisher & Paykel Health fell 17% in May 

due to providing no profit guidance for FY2022 despite posting a record full-
year result.  While the Model Portfolio does not have a holding in Fisher & 

Paykel Health its does retain overweight positions in healthcare providers 

such as Sonic Healthcare, Ansell, Resmed and CSL. 

An overweight exposure to fertiliser group Incitec Pivot detracted in May as 

the share price fell on news that the restart of its ammonia plant had been 
further delayed.  Despite the short-term impact to the stock’s performance, 
the stock remains well rated in our quality metrics.  The company has 

guided for an improved second half result and remains well positioned to 
return both its profitability and dividend payments to pre-COVID levels over 

the next few years. 

The Model Portfolio’s only holding in the utility sector, AGL Energy, 
detracted from relative performance in May.  The company continues to be 

plagued by uncertainty over its restructuring plans following the resignation 
of its CEO.  AGL has been a long-term holding for the Model Portfolio since 

inception when a position was opened at $14.98.  The stock closed the 

month of May at just above $8 but has paid $5.68 in cash dividends plus 
$1.89 in franking credits over that holding period. While the short-term 

future for the company has a degree of uncertainty our long-term 
perspective continues to rate the stock positively with expectations that it 

can complete a successful transition from fossil fuel to renewable energy 

generation. 

A clear focus for us and our investors is the outlook for dividend income 

which we see as continuing to improve in 2021.  The August reporting 
season in Australia will be a critical point to further assess which companies 

are returning to pre-COVID levels more quickly versus others. 

Top 5 Contributors 

Company Model 
Portfolio % 

Index % Contribution 
% 

Afterpay Ltd 0.74 1.59 0.25 

a2 Milk Co Ltd/The 0.00 0.32 0.10 

APA Group 0.00 0.81 0.09 

Ramsay Health Care Ltd 0.00 0.84 0.08 

Fisher & Paykel Healthcare Cor 0.00 0.28 0.06 

Top 5 Detractors 

Company Model 

Portfolio % 
Index % Contribution 

% 

Incitec Pivot Ltd 1.16 0.34 -0.15 

AGL Energy Ltd 1.20 0.38 -0.10 

QBE Insurance Group Ltd 0.00 1.10 -0.08 

Xero Ltd 1.78 1.10 -0.07 

Treasury Wine Estates Ltd 0.00 0.55 -0.07 

Sustainability 

Our proprietary asset ranking model [0-1] evaluates the investment quality 

of a company along environmental, social and corporate governance 

(ESG) criteria. The table below shows that the Model Portfolio maintains a 
higher average score to companies that rate well according to each 

individual component and ESG in aggregate.  The Model Portfolio has a 

25% lower carbon Intensity than the index and a 50% lower carbon intensity 

than the ASX200 Index. 

Cohort Model Portfolio ASX100 Indl ASX200 

Redpoint ESG 0.67 0.63 0.70 

Environmental 0.70 0.67 0.69 

Social 0.58 0.56 0.66 

Governance 0.55 0.52 0.56 

Carbon Intensity 154.20 182.10 289.03 

Carbon Intensity is measured as Tonnes of CO2 emissions divided by revenue 


