
 

Greencape High Conviction Fund 

Quarterly report - December 2017 

 
 

Performance # Quarter 
% 

1 year 
% 

3 years 
% p.a. 

5 years 
% p.a. 

10 years 
% p.a. 

Inception 
% p.a. 

Fund return 7.85 19.93 9.99 12.09 6.27 9.79 

Growth return 7.83 13.74 1.92 4.51 0.72 3.59 

Distribution return 0.03 6.19 8.07 7.58 5.56 6.20 

S&P/ASX 200 Accumulation Index 7.64 11.80 8.64 10.24 4.14 6.26 

Active return^ 0.22 8.13 1.35 1.85 2.14 3.54 

 
Past performance is not a reliable indicator of future performance. 
# Performance figures are calculated after fees have been deducted and assume distributions have been reinvested. No allowance is made for tax 
when calculating these figures. 
^ Numbers may not add due to rounding 

 
 
 

 

Investment objective 

The Fund aims to outperform its benchmark over rolling 
three-year periods. 

Responsible entity 

Fidante Partners Limited 

Investment manager 

Greencape Capital Pty Ltd 

Investment strategy 

Greencape is an active, 'bottom-up' stock picker. Whilst 
Greencape does not target any specific investment style 
and will invest in stocks displaying 'value' and 'growth' 
characteristics, its focus on a company's qualitative 
attributes will generally lead to 'growth' oriented 
portfolios. This is an outcome of its bottom-up process. 
As such, Greencape's investment style may be 
classified as 'growth at a reasonable price'. 

Distribution frequency 

Quarterly 

Suggested minimum investment timeframe 

At least five years 

 

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

 
 
Asset allocation Actual % Range % 

Security 90.14 85-100 

Cash 9.86 0-15 
 
Fund facts 

Inception date 11 September 2006 

APIR code HOW0035AU 
 
Fees 

Entry fee Nil 

2016-2017 ICR 1.03% 

Management fee 0.90% p.a. 

Performance fee 15% of the Fund's daily return (after fees and 
expenses and after adding back any 
distributions paid) above the Fund's 

Performance Benchmark (the daily return of 
S&P/ASX 200 Accumulation Index). 

Buy/sell spread +0.20% / -0.20% 
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Greencape High Conviction Fund - December 2017 - continued 

 
 

Sector exposure as at 31 December 2017 

 

Fund performance summary 

The S&P/ASX 200 Accumulation Index returned +7.64% for the quarter. The fund outperformed the market and delivered a +7.85% 
return over the quarter. 
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Commentary  -  continued 

 
 

Market overview 

Synchronised global growth, record low volatility across asset classes and major tax reform passed by the 

US government buoyed global equities and helped the Australian equity market finally break through 6000 

points, as the index posted its strongest quarterly gain in almost three years.  ‘Crypto Mania’ swept the 

world during the period, driven by a surge in the price of digital coins and increased media coverage.  

Locally, the market was focused on trading updates announced in the November Annual General Meeting 

(AGM) season, before a late flurry of corporate activity closed out the calendar year.  

 

S&P/ASX 200 Index 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

As expected, the Reserve Bank of Australia kept the cash rate on hold during all three meetings held 

during the quarter. The rate has been at a record low of 1.5% since August 2016, with market expectations 

indicating a hike is not expected until October 2018. 

Interestingly, we have now seen Australian and US government bond yields converge. This will provide a 

degree of margin pressure to Australian banks which partly fund their operations through international 

borrowing.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“Houses are for 

living, not 

for speculating.” 

Xi Jingping, 

President of the 

People's Republic 

of China, 

18/10/2017 
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Commentary  -  continued 

 

The Turnbull government briefly lost its slim majority during the period as the High Court ruled Barnaby 

Joyce was ineligible to sit in Parliament given he held New Zealand citizenship at the time of the 2016 

Election. The government’s majority was later restored after the National party prevailed in the New 

England by-election. After much speculation, the Federal Government also announced the establishment 

of a royal commission into misconduct in Australia's banking and financial services sector. 

 

 

 

 

 

 

 

 

 

 

Global markets were strong, led by the US where the equity market continued to break through fresh all-

time highs (the occurrence of which was usually promoted via the President’s Twitter account). Despite a 

healthy level of scepticism following the Trump administration’s inability to repeal Obamacare, the Tax Cuts 

and Job Acts was signed into law by the President in December.  Whilst the plan elements are wide 

ranging, of most direct relevance to market participants was the cut to the corporate tax rate from 35% to 

21%. As expected the Federal Open Market Committee raised the target range for the federal funds rate 

for a third time in 2017 in December, with the futures market implying two more rate hikes are expected in 

2018. 

Global synchronised economic growth has been a key driver of the equities upswing. As we see below, late 

in the year there were no countries reporting a monthly Purchasing Managers’ Index below 50. 

 

 

 

 

 

 

 

 

 

 

 

                            Source: Haver Analytics 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“The reason our 
stock market is so 
successful is 
because of me. 
I’ve always been 
great with 
money… And I’ve 
done it well, I’ve 
done it really well, 
much better than 
people understand 
and they 
understand I’ve 
done well.” Donald 
Trump, President 
of the United 
States of America, 
06/11/17 
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Commentary  -  continued 

 

Locally, AGM season was largely uneventful, with the vast majority of companies reporting trading updates 

in line with market expectations. There were some highlights however, including Computershare which 

upgraded its FY18 guidance due to stronger contributions in its Corporate Actions and Mortgage Services 

businesses. A2 Milk also released another strong sales update, with sales for the first four months of the 

financial year amounting to NZD$262m, an increase of 69% on prior year.  

  Dec 2017 Quarter Year ended Dec 2017 

ASX200 Accumulation Index 7.6% 11.8% 

Best performing sectors   

Energy 18.0% 23.3% 

Info Tech 15.7% 26.0% 

Materials 13.0% 22.9% 

Worst performing sectors   

Utilities 3.2% 9.0% 

Financial Excluding Property 3.6% 5.0% 

Industrials 5.2% 18.2% 

 

Energy stocks were the best performing for a second consecutive quarter, aided by a 17% gain in the 

Crude oil price, whilst Utilities underperformed as global bond yields rallied. There was also a surge in 

corporate activity late in the year. Deals announced included the acquisitions of Westfield, Tox Free 

Solutions, Aconex and AWE. The theme was not exclusively local, with a number of deals announced 

offshore, including Walt Disney acquiring film, television and international businesses from 21st Century 

Fox for USD $52bn. 

 

In December, Amazon finally launched its Marketplace offering in Australia as media speculation reached 

fever pitch. The initial offering was received as underwhelming, which saw potentially exposed stocks 

including JB Hi-Fi and Harvey Norman rally on the day of the launch.  

However Amazon is not the only concern of brick and mortar retailers in Australia, as evidenced by the 

bearish  Retail Traffic Index statistics provided by Myer at their Strategy Day in November. 

 

 

 

 

 

 

 

 

 

 

 

Source: Myer 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

"But the most 

simple thing is 

they (Amazon) 

don't give a s*** 

about whether 

they make a profit 

in Australia for 

five years, 

whereas Gerry 

Harvey cares a lot 

about the profit he 

makes next 

quarter. That's an 

unfair battle; who 

do you think is 

going to win 

that?" Andrew 

Bassat, CEO of 

Seek, 30/11/2017 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   



Commentary  -  continued 

 

Bitcoin 

 

Despite not being part of an investable asset class at Greencape, we have nonetheless been fascinated by 

the meteoric rise in Bitcoin. Whilst we do not dispute the revolutionary nature of the Blockchain technology 

which underlies Bitcoin and its’ potential to change the fabric of future commerce, we cannot help but 

harbour some reservations in regards to the current speculative nature of trading in cryptocurrencies.    

 

Media interest in Bitcoin has catapulted it to now being the most talked about asset in the financial world. 

Each day seemingly without fail there is an article in the press about an investor who bought early and has 

made a huge profit (on paper at least). An example of the tremendous amount of paper wealth created is 

‘Ripple’, which at the time of writing had coins (called XRP) in circulation valued at USD$143bn, second 

only to Bitcoin. However only 38% of XRP are in circulation, the rest are held by Ripple Labs who created 

the cryptocurrency. Therefore the company on paper is worth USD$225bn and the founder himself worth 

USD $55bn, making him one of the top 10 richest people in the world. Naturally, stories like these have led 

to a widespread ‘FOMO’ (Fear of Missing Out) affect, where less sophisticated investors then enter the 

market hoping to get a piece of the action and become the next crypto millionaires. This phenomenon is 

similar to what occurred in the Chinese stock market in 2015, where one study showed the highest level of 

education attained by 60% of new investors in the Chinese stock market at the peak of the hype was Junior 

High School.  As shown below, a digital currency exchange app became the most downloaded iPhone app 

in the US in December.  

 

 

 

 

 

 

 

 

 

 

 

Source: 9to5Mac.com 

 

Bitcoins are earned by verifying pending transactions (blocks) by solving mathematical puzzles, the 

solutions of which are then verified by other miners, which are then added to the ledger (or ‘Blockchain’). 

This process is deliberately energy intensive as to deter any potential fraudulent transactions. Bitcoin 

mining energy use is growing at 25% per month and currently consumes more electricity than Ireland in a 

year. If current growth rates persist, Bitcoin will consume the same amount of electricity as the US in 2019 

and the whole world by 2020 according to the World Economic Forum. This trajectory of energy usage is 

clearly not sustainable.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“It’s only in bullish 
times that 
investors accept 
financial 
inventions. When 
the market’s in an 
up-swing, people 
tend to say, ”Sure, 
I’ll give it a 
chance” or “good, 
I’ve been looking 
for new ways to 
make money”, but 
when the market 
has been moving 
down and people 
are tallying their 
losses, they tend 
to be much less 
open to new ideas. 
Inventions 
originate in up 
markets, but 
they’re tested in 
down markets. 
Rarely do they 
work as entirely 
hoped.” Howard 
Marks, Chairman 
of Oaktree Capital, 
2007 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   



   



   



 



Greencape High Conviction Fund - December 2017 - continued 

 
 

 

The Professional Planner/Zenith Fund Awards are determined using proprietary methodologies. Fund Awards and ratings are solely statements of 
opinion and do not represent recommendations to purchase, hold, or sell any securities or make any other investment decisions. Ratings are subject 
to change. 

Standard & Poor’s Information Services (Australia) Pty Ltd (ABN: 17 096 167 556, Australian Financial Services Licence Number: 258 896) 
(Standard & Poor’s) Fund Awards are determined using proprietary methodologies. Fund Awards and ratings are solely statements of opinion and do 
not represent recommendations to purchase, hold, or sell any securities or make any other investment decisions. Ratings are subject to change. For 
the latest ratings information please visit www.fundsinsights.com.au. 

Unless otherwise specified, any information contained in this publication is current as at the date of this report and is provided by Fidante Partners 
Limited ABN 94 002 835 592 AFSL 234 668 (Fidante Partners) the issuer of the Greencape High Conviction Fund ARSN 121 326 225 (Fund). 
Greencape Capital Pty Ltd ABN 98 120 328 529 AFSL 303 903 (Greencape) is the investment manager of the Fund. It should be regarded as 
general information only rather than advice. It has been prepared without taking account of any person's objectives, financial situation or needs. 
Because of that, each person should, before acting on any such information, consider its appropriateness, having regard to their objectives, financial 
situation and needs. Each person should obtain the relevant Product Disclosure Statement (PDS) relating to the Fund and consider that PDS before 
making any decision about the Fund. A copy of the PDS can be obtained from your financial adviser, our Investor Services team on 13 51 53, or on 
our website www.fidante.com.au. If you acquire or hold the product, we and/or a Fidante Partners related company will receive fees and other 
benefits which are generally disclosed in the PDS or other disclosure document for the product. Neither Fidante Partners nor a Fidante Partners 
related company and our respective employees receive any specific remuneration for any advice provided to you. However, financial advisers 
(including some Fidante Partners related companies) may receive fees or commissions if they provide advice to you or arrange for you to invest in 
the Fund. Greencape, some or all Fidante Partners related companies and directors of those companies may benefit from fees, commissions and 
other benefits received by another group company. 

More information 

To find out more about investing with Greencape, please contact: 

Fidante Partners Investor Services team on: 13 51 53 

Visit the Greencape website: www.greencapecapital.com.au 

Email Greencape at: bdm@greencapecapital.com.au 

  

Financial advisers 

For more information, please contact: 

Fidante Partners Adviser Services 

Phone:    +61 1800 195 853 

Email:     bdm@fidante.com.au 
 


