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 The Fund returned 2.4% (net) in May, outperforming the S&P/ASX 200 Accumulation Index by 0.1%. 

 Over the past year, the Fund returned 28.7% (net), outperforming the index by 0.5%.  

 Since inception, the Fund has outperformed the index by 2.8% p.a. (net). 

Global equity markets rose moderately in May with continued upgrades to corporate earnings, further economic re-opening and 
positive vaccine progress lifting markets higher.  Inflation concerns increased over the month with the release of April data 
indicating that U.S. CPI spiked to 4.2%, a 13 year high.  This supported a pro-cyclical and reflationary rotation, with Financials and 
Materials stocks outperforming, while growth stocks lagged. 

The S&P/ASX 200 Accumulation Index returned 2.3% in May, outperforming most developed markets.  The Australian market’s 
robust performance was supported by a larger-than-expected 5-year stimulus package of $96 billion in the Federal Budget.  The 
strongest sectors in Australia were Financials (+5.7%), Consumer Discretionary (+3.5%) and Healthcare (+3.5%) while the worst 
performers were Information Technology (-9.9%), Utilities (-6.6%) and Energy (-1.8%).  

Performance Summary (Net) (%) Fund Performance vs S&P/ASX 200 Accumulation Index  
 

Fund3 Index3 
Out- 

performance 

One month 2.4 2.3 +0.1 

Three months 4.2 8.5 -4.3 

One Year 28.7 28.2 +0.5 

Two years p.a. 9.1 9.4 -0.3 

Three Years p.a. 5.9 9.9 -4.0 

Five Years p.a. 9.9 10.1 -0.2 

Ten Years p.a. 6.8 8.8 -2.0 

Since inception p.a. 8.5 5.7 +2.8 

Since inception 
cumulative 208.4 115.7 +92.8 

 

Growth of $10,000 invested since inception (after fees) 

 

1 The value of the Fund’s assets less the liabilities of the Fund net of fees, costs and taxes. 2 The unit price is calculated by decreasing the NAV price by the sell spread 
(currently 0.25%).  The NAV price is the NAV divided by the units on issue.  3  The Index is the S&P/ASX 200 Accumulation Index.  Fund performance and 
outperformance are quoted net of fees.  All performance numbers prior to 15 Oct 2017 relate to the L1 Capital Australian Equities Fund wholesale class of units.  The 
L1 Capital Australian Equities Fund PDS and RG (first issued 5 Oct 2017, last updated 19 Mar 2019) are a Daily Class of units.  Numbers may not sum exactly due to 
rounding.  Past performance is not predictive of future returns.  
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We believe equity markets will remain supported in the near term, with a further rotation into value and cyclical stocks likely 
as global GDP growth accelerates through 2021. We have intentionally positioned the portfolio to benefit from continued 
inflationary pressure throughout 2021 which should further support sectors such as Resources. 



MAY 2021 Monthly Report | L1 Capital Australian Equities Fund 2 

Australian Equities Fund 
Quarterly Report | <INSERT DATE HERE> 

DAILY CLASS 

Australian Equities Fund 
Monthly Report | MAY 2021 

 

 

 

DAILY CLASS 

Some of the key contributors to portfolio performance in May were: 

Treasury Wine Estates (TWE) performed strongly, returning 18% in May following the company's investor day at which 
management clarified its regional and brand strategies and provided greater confidence in its ability to develop increased demand 
for its key Penfolds brand.  During 2020, TWE’s shareprice pulled back significantly after a series of adverse announcements, 
including negative impacts on the US business, the retirement of its long time CEO and exorbitant tariffs that all but barred exports 
to China.  We bought into TWE after the shares had collapsed following the market’s over-reaction to the China tariff news.  
Notwithstanding the negative newsflows, we have always held TWE’s brand portfolio (especially Penfolds) and its operating 
management in high regard.  Acknowledging that the now limited access to the Chinese market makes the current medium-term 
outlook somewhat unclear, we believe that the company has been able to preserve its brand integrity and, more importantly, its 
pricing power. This should position TWE well to reallocate the portfolio to adjust for the loss of China over time, with significant 
upside should there be any tariff relief.  

QBE returned 11% during the month after management gave an upbeat trading update in their AGM commentary in early May.  
After enduring a flat and challenging premium market for many years, QBE stated that Gross Written Premium (GWP) increased 
23% in the first quarter (on a constant currency basis).  Excluding crop insurance (which distorts the underlying trends), GWP across 
the QBE business increased 13%, which reflects positive industry trends and improving combined operating ratios across all regions.  
We have been cautious on QBE for many years, given the clear industry headwinds they were facing.  However, after 15 years of 
weak industry dynamics, we believe QBE is finally set to deliver improving margins, dividends and ROE which we believe are not 
yet fully factored into market expectations.  

Some of the key detractors to portfolio performance in May were: 

Perenti Global fell 39% after softening its FY21 profit guidance and FY22 outlook due to the impact of COVID-19 on mining 
productivity, labour shortages in the Australian market and a stronger Australian dollar.  Perenti is a mining services company 
operating surface and underground mining across Africa and Australia with its primary exposure to gold and copper mining.  Labour 
shortages, particularly in Western Australia, have been flagged by a number of mining and contracting companies due to strong 
commodity prices driving increased demand and reduced inflow of labour from other states limiting supply.  While the earnings 
downgrade is disappointing, many of the issues facing the company are transitory and driven by COVID-19 induced challenges 
which should pass as the vaccine roll-out accelerates and inter-state and international travel restrictions are relaxed.  Perenti has 
“rise and fall mechanisms” in the majority of its contracts which provide a pass-through for incremental labour costs.  With the 
company trading on only ~6x FY22 P/E based on consensus earnings and ~25% below its tangible book value, we believe Perenti is 
materially undervalued.  While COVID-19 headwinds are likely to persist in the near-term, we expect Perenti’s earnings to recover 
strongly over the medium term as travel restrictions ease and as the supportive commodity backdrop drives new project wins from 
the significant tender pipeline.  

Chorus shares declined 6% in May.  The stock has been impacted by a punitive determination by the New Zealand Commerce 
Commission on the allowed rate of return for Chorus’s fibre assets.  The very low allowed rate of return severely underestimates 
the real risks investors have taken on in building and operating the fibre network.  We are hopeful this will be corrected through a 
much more commercial approach to the assumptions underlying the asset base and a re-examination of other assumptions through 
the rest of this year.  Failure to do so would send a strong signal that there is huge risk in entering into long term public private 
partnerships with the New Zealand government and that New Zealand is not a reliable destination for investing in regulated assets.  
In terms of company fundamentals, Chorus’s fibre build has been consuming the majority of cashflow for many years, preventing 
the company from paying out its true underlying earnings in dividends.  With the peak capex period now past, we are hopeful that 
shareholders will finally begin to see the returns on this 10-year investment program. 

  

The investment team continues to have a positive outlook for the portfolio. Our expectations remain underpinned by the large 
number of portfolio stocks with significant upside to valuation and the extreme stock dispersion across the market, which 
provides attractive opportunities for stock picking.  We expect the global vaccine rollout, extreme monetary and fiscal stimulus 
and an acceleration in economic growth to support the continued rotation into value and cyclical stocks, which should be a 
tailwind for portfolio performance.  
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Fund Information – Daily Class 

Name L1 Capital Australian Equities Fund 

Class of Units  Daily 

Structure  Unit Trust 

Domicile/Currency  Australia/AUD 

Inception  23 August 2007 

Management Fee 0.77% p.a. inclusive of GST and RITC 

Expenses Maximum of 0.20% p.a. 

Performance Fee 15.38% above S&P/ASX200 Acc Index4 

High Watermark  Yes 

APIR/ARSN LCP0001AU/621 183 195 

Minimum Investment A$25,000 

Subscription Frequency Daily 

Redemption Frequency Daily 

Platform Availability 
Hub24, Macquarie Wrap,  

Mason Stevens, Netwealth, 
Powerwrap, Praemium, uXchange  

Service Providers 

Responsible Entity Equity Trustees Limited 

Fund Administrator Mainstream Fund Services 

Fund Auditor EY 

Fund Custodian Mainstream Fund Services 

Legal Advisor Hall & Wilcox 

 

 
 

Level 28, 101 Collins Street 
Melbourne VIC 3000 Australia 

 
Email info@L1.com.au 

www.L1.com.au 

 

L1 Capital Overview 
L1 Capital is a global investment manager with offices in Melbourne, Sydney, Miami and London.  The business was established in 
2007 and is 100% owned by its senior staff, led by founders Raphael Lamm and Mark Landau.  The team is committed to offering 
clients best of breed investment products through strategies that include long only Australian equities, long short equities, 
international equities, a global multi-strategy hedge fund and UK residential property.  The firm has built a reputation for 
investment excellence, with all L1 Capital’s strategies delivering strong returns since inception versus both benchmarks and peers.  
The team remains dedicated to delivering on that strong reputation through providing market-leading performance via 
differentiated investment approaches with outstanding client service, transparency and integrity. L1 Capital’s clients include large 
superannuation funds, pension funds, asset consultants, financial planning groups, family offices, high net worth individuals and 
retail investors. 

 
4  The performance fee is equal to the stated percentage of the amount by which the Fund’s performance exceeds the S&P ASX 200 Accumulation Index (after 
management expenses but before performance fees) in a Performance Period. 

All performance numbers are quoted net of fees. All performance numbers prior to 15 September 2017 relate to the L1 Capital Australian Equities Fund wholesale 
class of units which is subject to a different fee structure. The L1 Capital Australian Equities Fund PDS and RG (first issued 5 September 2017, last updated 19 March 
2019) are a Daily Class of units. Past performance is not predictive of future returns.  Sources of information in this report are Mainstream Fund Services, Bloomberg 
and L1 Capital. 

Information contained in this publication 

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the L1 Capital Australian Equities Fund. Equity Trustees 
is a subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). 

This publication has been prepared by L1 Capital Pty Ltd (ACN 125 378 145, AFSL 314 302), to provide you with general information only. In preparing it, we did not 
take into account the investment objectives, financial situation or particular needs of any particular person. It is not intended to take the place of professional 
advice and you should not take action on specific issues in reliance on this information. Neither L1 Capital Pty Ltd, Equity Trustees nor any of its related parties, 
their employees or directors, provide any warranty of accuracy or reliability in relation to such information or accepts any liability to any person who relies on it. 
Past performance should not be taken as an indicator of future performance. You should obtain a copy of the Product Disclosure Statement before making a decision 
about whether to invest in this product. 

Copyright 

Copyright in this publication is owned by L1 Capital. You may use this information in this publication for your own personal use, but you must not (without L1 
Capital’s consent) alter, reproduce or distribute any part of this publication, transmit it to any other person or incorporate the information into any other document. 

mailto:info@L1.com.au
http://www.l1.com.au/
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