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Performance 

 
 
Performance Notes 

1: All Benchmark and Model returns are calculated assuming dividends are reinvested 
2: Returns greater than 12 months are annualised 
3: Returns are calculated before transaction, portfolio and MDA fees as these differ pending what platform the investment is held 
5: Returns and holdings may vary between investors given the nature and timing of beneficial ownership under an MDA structure 
6: This document is for marketing purposes only 
7: Past performance is not an indication of future performance 
8: *From 1 June 2018 the Australian Equities Income benchmark changed from the S&P/ASX 100 Industrials Accum Index to the 
S&P/ASX 100 Accum Index 
9. Inception date is 9 March 2012 

 
Franking Credits - Franking credits may be earned when a company pays a dividend.  Where recoverable, these would represent a 
real return from the Portfolio. 
 

Australian Equities Income Portfolio

3 Months 6 Months 1 Year 3 Year 5 Year Inception

Income Return 1.15% 2.88% 6.01% 6.24% 6.52% 6.06%

Capital Return -4.24% -3.32% 15.83% 0.23% 0.20% 5.39%

Portfolio Total Return -3.09% -0.45% 21.85% 6.47% 6.72% 11.45%

S&P/ASX 100 Accum Index* 0.70% 3.20% 24.06% 8.95% 8.43% 13.05%

Relative Return -3.79% -3.65% -2.21% -2.48% -1.71% -1.60%

Franking Credits 0.27% 0.93% 2.02% 2.06% 2.06% 2.07%

Portfolio Total Return (Incl. franking) -2.82% 0.48% 23.87% 8.53% 8.78% 13.52%

For period ended 31 December 2019

Investment  
Approach 
 
The portfolio aims to outperform the 
S&P/ASX 100 Accumulation Index over a 
rolling 5-year period. 

 

INVESTMENT STRATEGY 

The portfolio invests in a concentrated 
portfolio of securities in some of Australia’s 
largest 100 ASX listed companies.  The 
portfolio is constructed to provide both an 
income stream and long-term capital 
growth from an investment in 20 to 25 of 
Australia’s largest companies. 
 

Universe 
 
 
This investment strategy provides access to 
some of Australia’s largest listed companies 
generating consistent and above average 
dividend yields on an after tax (including 
franking credits) basis. 

 

 

INVESTMENT CATEGORY 
Australian Shares 

MINIMUM INITIAL INVESTMENT 
$50,000 on a standalone basis 

MINIMUM SUGGESTED TIME FRAME 
7 Years 
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Disclaimer 
This report is for marketing purposes and provides general information only. It does not take into account the investment objectives, 
financial circumstances or needs of any person. To the maximum extent permitted by law, Beulah Capital Pty Ltd, its Directors and 
employees accept no responsibility for any loss or damage incurred as a result of action taken or not taken on the basis of information 
contained in the report or any omissions or errors within it. Before making any decision you should consider the latest Product 
Disclosure Statement or Financial Services Guide and assess whether the product and/or service is appropriate. It is advisable that you 
obtain professional financial, legal and tax advice before making any financial investment decision. Beulah does not guarantee the 
repayment of capital, the payment of income, or the performance of its investments. 
 

Top 5  
Stock Holdings 
 

Company Allocation 
% 

Commonwealth Bank of Australia   9.31 

Westpac Banking Corporation 7.80 

National Australia Bank 7.05 

ANZ Banking Group 6.71 

Transurban Group 6.09 

Total  36.96 

Holdings as at 31 December 2019 

 

Sector Allocation 
 

 
0% 20% 40% 60%

Financials

Industrials

Materials

Consumer
Discretionary

Consumer Staples

Key Portfolio Features 
 

Key Portfolio features  

1yr Fwd Portfolio Cash Yield  5.27% 

1yr Fwd Portfolio Gross Yield  6.90% 

1yr Fwd Portfolio P/E Ratio 18.01x 

Percentage of cash held 2.94% 

 

Top 5 Performers 
 

Company Contribution to 
performance % 

Sydney Airport 0.45 

Fortescue Metals Group 0.44 

Rio Tinto 0.25 

Transurban Group 0.20 

Stockland 0.18 

 

Worst 5 Performers 
 

Company Contribution to 
performance % 

Westpac Bank -1.42 

National Aust Bank -1.17 

ANZ Banking Group   -0.81 

Aurizon Holdings  -0.44 

Tabcorp Holdings  -0.39  
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Market Review 
 

The December quarter began with an all too familiar October share market selloff amid an elevation of trade war 
tensions and weak US economic data. A GFC-level reading on US manufacturing sentiment was compounded by weaker-
than-expected jobs figures.  

Closer to home, the Reserve Bank of Australia (RBA) cut the official cash rate to 0.75% on the first day of October. 
However, the big four banks passed on only a fraction of the cut, which raised further concerns about the potency of 
monetary policy to stimulate the nation’s slowing economy. 

Much of the negativity was forgotten by November, which saw equity markets rally strongly in the face of poor economic 
data. On the domestic front there was a mounting crisis of confidence for both business and consumers. In an 
environment of weak wages growth and falling job security, this year’s tax cuts and the RBA’s easing strategy have 
seemingly had the opposite effect on households – hurting sentiment and reducing spending in favour of debt 
repayment. Meanwhile, businesses continue to underinvest.  

Unconventional monetary policy measures such as quantitative easing (e.g., purchases of government treasuries) remain 
a possibility in 2020 if inflation and employment targets are not met. 

The Phase One trade deal was the main highlight during December, where the White House has agreed to halve 
September 1 tariffs on roughly US$120b in imports from China. This signals a clear shift in the direction of US-China trade 
policy away from rising trade barriers and helped Wall Street close the year out near a record high.  

Elsewhere, the UK looks set to leave the European Union after a resounding election victory to the Boris Johnson-led 
Conservatives brought the parliamentary deadlock to an end.     

 

Portfolio Review 
 

The Income Portfolio underperformed the benchmark during the quarter with a total return of -3.09% for the quarter, 
this compares to the benchmark total return of 0.70%. With the addition of franking credits, the total return for the 
Portfolio during the quarter was -2.82%.  

The underperformance is largely explained by the overweight position in the major banks, where negative events and 
news flow resulted in a material sell down. The strongest contributions came from Sydney Airport (SYD) and Fortescue 
Metals Group (FMG). There were only minor changes to the Portfolio during the quarter with Commonwealth Bank of 
Australian (CBA) and Suncorp Group (SUN) reduced by 0.5% each, thereby reducing the extent of the overweight to 
Financials. 

The main detractor during the period was Westpac Banking Corporation (WBC). AUSTRAC allegations that the bank was 
deeply embroiled in money laundering were exacerbated by one client using Westpac to facilitate overseas child 
exploitation. The penalty is likely to exceed $1 billion and has cost the bank its CEO and expedited the departure of its 
Chairman. A further blow came in the form of the Australian Prudential Regulation Authority slapping the bank with a 
$500 million capital charge to "reflect the heightened operational risk profile of the bank". In all, the Westpac responded 
with a $2.77 billion equity capital raising, which should provide sufficient capital in excess of its minimum requirements 
to pay for failures in its risk management. 

Fortescue Metals Group was the beneficiary of rising iron ore prices late in the quarter. Iron ore miners, including Pilbara 
rivals BHP Group (BHP) and Rio Tinto (RIO), have benefited from a number of supply shocks in 2019. Prices lifted earlier in 
the year after supply was hit by mine closures in Brazil, while Cyclone Veronica closed ports in Western Australia. The 
iron ore rally was sustained as China increased infrastructure spending and after new loans surged in November. China 
brought forward 1 trillion yuan (AUD 200 billion) of the 2020 local government bond quota to 2019 to help fund 
additional infrastructure spending. Elsewhere, Transurban Group (TCL) which owns and operates urban toll roads in 
Australia and North America, performed well during the quarter as investors continued to search for yield.  

Overall, the Portfolio is expected to yield nearly 6.9% on a grossed up basis, which compares favourably to income-
generating alternatives in the fixed interest space. The Portfolio’s estimated expected yield is also well ahead of more 
secure term deposit rates that are averaging just 1.25% for one year. With the current low interest rate environment 
expected to persist, domestic equities appear fully valued and as such the Portfolio is trading at a premium multiple. 
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Outlook 
 

Looking ahead, we expect global central banks to retain an accommodative stance throughout 2020 as inflationary 
pressures remain subdued. Risks to this assessment arise from a deterioration in the trade war, a collapse in the desire 
to hold risk assets at their current elevated levels and a decline in excess liquidity. Add to this that 2020 is a Presidential 
election year, and it is more likely that changes in sentiment will cause higher volatility than is usually the case. 

On the continent, labour market resilience in Europe’s larger economies should help to offset the structural challenges 
facing the region over the medium term such as declining productivity and an aging population. Japan, like Europe, is 
structurally challenged but faces the additional challenge of recurrent natural disasters grounding the economy to a 
halt. In response to a recent sales tax increase, Japan has announced a large fiscal stimulus to be implemented over five 
years.  

Emerging and Developing Asia remains the main engine of the world economy, but the gradual slowdown in China 
(where GDP is expected to decline to below 6% this year) is likely to have knock-on effects in the region. Issues with 
internal debt have prevented a strong monetary response in China. In contrast, lower interest rates in India should help 
boost growth in that economy. 

In Australia, we expect growth to gradually pick up in 2020 as the lagged effects of easier monetary policy emerge; 
public infrastructure spending begins to take hold; reflation of the housing market flows through; and due to steady 
demand for Australia’s commodities that is consistent with improving global economic conditions. However, this view 
could potentially unravel as the Australian economy is highly exposed to an external shock. An unexpected and sharp 
weakening of the labour market would also likely prove difficult to navigate. 

In domestic investment markets, dividend growth is expected to fall on a per share basis coupled with no acceleration 
in the current moderate level of earnings growth. If history is anything to go by, it is difficult to fathom how last year’s 
returns could be replicated in 2020. Such a feat would require investors to accept very low yields and see to another 
dramatic re-rating in valuations.  

We also expect equity returns to moderate across other regions following the strong performance of 2019. While 
earnings growth is expected to recover more quickly in Asia, slower rebounds are likely in Europe and North America. 
The US faces additional political overhangs of a potential impeachment as well any uncertainty created by the 2020 
presidential election. In any case, history suggests that price-multiple expansion is usually quite limited during an 
election year.  

Persistent low interest rates should prevent the bond proxies (e.g. property and infrastructure) from being abandoned 
– but the outstanding performance of this space over the last twelve months is not likely to be repeated in 2020. 

Turning to more defensive asset classes, we expect cash rates to remain very low. Across traditional fixed income 
markets, the high single-digit returns enjoyed in 2019 are likely to normalise back to lower levels. We think there are 
enough risks to the global environment to prevent a sharp increase in yields.  

Furthermore, growth currently appears unlikely to reach a rate sufficient to remove enough spare capacity quickly 
enough in labour and product markets to create an inflationary threat. In all likelihood, the trajectory of global growth 
in 2020 will be such that yields may rise modestly. While this remains our base case, if there were to be a global 
recession, there is still room for yields to fall lower and for the yield curve to revisit inversion between some segments. 

In credit markets, the relatively benign global macro outlook combined with supportive monetary policy should allow 
this space to continue to deliver reasonable risk-adjusted returns. The key risk persists in the US leveraged loan market, 
which grew strongly in previous years. At a broader level, the risk of a deterioration in economic conditions in the near 
term cannot be fully discounted, particularly in Developed Markets. Such a situation materialising could quickly lead to 
a blowout in credit spreads.  

In contrast, the potential for a stronger recovery in Emerging Markets means there is still room for further spread 
compression, but this is complicated by currency dynamics and political instability in some regions, most notably Latin 
America.  

Overall, we expect modest returns in 2020 and a reduction in overall income. 


