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Total returns

Performance review

• The S&P/ASX Small Ordinaries Accumulation Index 
returned -0.50% for the month of October, with Real 
Estate and Health Care the top performing sectors and 
Consumer Staples and Consumer Discretionary the 
weakest performers for the period.

• The Ralton Ex 50 portfolio returned -0.01% for the 
month, outperforming the benchmark by 0.49%.

• For the month of October, being underweight 
Consumer Discretionary and Consumer Staples 
added relative value to the portfolio. The portfolio’s 
underweight to Financials and Real Estate were the 
key detractors from portfolio returns. 

Performance attribution

Key contributors

Key contributors Positioning
Seven Group Holdings Overweight
Fisher & Paykel Healthcare Corp Overweight
Star Entertainment Group Overweight

Seven Group Holdings (SVW, +7.69%) – performed 
solidly during the month as investors continue to gain 
comfort in the story following a strong trading update 
during the August reporting season. SVW has traditionally 
operated as a conglomerate; however, we see the current 
management team moving towards a more operational 
model which should result in a higher valuation. 
Moreover, the key operating divisions of Westrac and 
Coates hold leading industry positions and are exposed 
to the attractive end markets of domestic mining 
investment and government-sponsored infrastructure. 
The update indicated that mining companies are 
continuing to lift spending on capital equipment to take 
advantage of the strong commodity price environment, 
as well as the necessity to catch up following a period 
of underinvestment. We remain confident that both 
divisions will continue to take advantage of the strong 
industry outlook as they both maintain leading positions.

At 31 October 2019 1 mth   3 mths  6 mths   1 yr   
3 yrs 
  p.a. 

5 yrs 
  p.a. 

7 yrs 
  p.a. 

10 yrs 
  p.a.

Inception   p.a. 
(Mar 2008) 

Ralton Australian Equity ex 50 -0.01  -0.37  -0.28  3.57  5.59  9.01  11.24  10.37  7.58  

Income return 0.08  1.32  1.55  2.76  2.70  2.85  3.13  3.47  3.65  

Growth return -0.09  -1.69  -1.83  0.80  2.88  6.16  8.11  6.89  3.93  

S&P/ASX Small Ord Accum. Index -0.50  -1.84  2.24  14.41  10.38  9.62  6.70  4.62  2.08  
Difference 0.49  1.47  -2.51  -10.84  -4.79  -0.61  4.54  5.75  5.50  

Fisher & Paykel Healthcare Corporation (FPH, +10.78%) 
– performed strongly in October as the company 
increased earnings guidance due to a number of factors. 
Operational strength in their core in hospital nasal high 
flow range as well a strong response to the FPH’s newly 
released Viera mask which will be rolled out in the US 
market in the coming period. The company continues 
to deliver strong structural growth from their industry-
leading products in hospital oxygenation, with R&D 
driving a strengthening competitive position. FPH remains 
a leader in a growing industry and is set for several years 
of strong growth. While valuation moved higher, we are of 
the view that consensus underestimated the sustainability 
of earnings and high returns in the business and, as such, 
we expect the company to continue to surprise, with 
upgrades driving further share price appreciation.

Star Entertainment Group (SGR, +7.80%) – performed 
strongly in October as the market reacted positively to an 
upbeat update from the company at their AGM, guiding 
to earnings marginally ahead of market expectations. 
Given commentary regarding a cautious consumer and 
concern relating to the volatile Asian VIP business, the 
market was pleased to hear the company confirm growth 
within the domestic operations as well as in the VIP 
business. Our thesis in owning SGR has been centered 
around the fact that the market remains short-sighted in 
extrapolating recent weak trading into the future while 
undervaluing the strong earnings potential from the 
unique assets as well as the impending development in 
Sydney, Brisbane and Gold Coast. Short-term catalysts 
include the resolution of the Queensland Government’s 
request for bids to build a second casino on the Gold 
Coast where we view a negotiated outcome is likely, 
ultimately leading to a re-rate. We are also cognisant that 
SGR is a potential target for an offshore casino operator 
following the recent investment by Melco into Crown 
Australia.
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Key detractors

Key detractors Positioning
FlexiGroup Overweight
OceanaGold Corp Overweight
oOh!Media Overweight

FlexiGroup (FXL, -23.53%) – was added to the portfolio 
during the September quarter with the view that the 
below book value valuation and above market dividend 
yield undervalued the opportunity that the company 
is building in the buy now, pay later (BNPL) space. The 
company provided two positive announcements to 
the market in the quarter that resulted in strong price 
appreciation. During October we a saw greater focus 
by regulators on the BNPL space and as such the stock, 
with others in the sector, gave up recent gains. Looking 
ahead we are supportive of the new CEO, Rebecca James’, 
strategy to consolidate brands, take out duplicate costs 
and launch new products to drive growth. The latter has 
excited the market as FXL relaunched a product (Humm) 
in the BNPL space that is differentiated from current 
products and can be used for large items, as compared 
to Afterpay’s small item size. The company provided 
an update in late September which indicated partner 
(retailer) uptake has been very strong and that the Humm 
product has seen strong momentum. We look forward to 
further confirmation of partner growth at FXL’s AGM on 
the 15th of November. We are excited by the business 
strategy and look to further updates to provide evidence 
of partner addition translating to lending volumes and 
returns.

OceanaGold Corp (OGC, -15.85%) – underperformed 
the market in October. OGC ceased processing gold at 
the Didipio mine in the Philippines in mid-October after 
its operating consumables ran out due to the ongoing 
blockade of the mine by local government. This outcome 
was not entirely unexpected, as mining at the site was 
suspended since mid-July. Nonetheless, at the September 
quarter result the company downgraded its 2019 
calendar year guidance to 460-480koz of gold and 10-11kt 
of copper, at AISC of US$1,040-1,090/oz. Previous 2019 
company guidance was 500-550koz and 14-15kt of copper 
at AISC of US$850-900/oz. This downgrade implies OGC is 
assuming no Didipio production through to the end of the 
2019 calendar year. We believe no value is attributable for 
Didipio in the current OGC share price, so a re-start has 
potential to deliver positive OGC short-term performance. 
Haile also appears to be progressing well with further 
production and cost improvement expected over the 
coming quarters.

oOh!Media (OML, -3.50%) – underperformed during the 
month as the market remains cautious on the consumer 
and the broader advertising market. Following the 

surprise downgrade to FY19 consensus expectations 
prior to its 1H19 result, Southern Cross Radio (SXL) 
provided a downbeat assessment of the domestic ad 
market and subsequently downgraded guidance. It 
appears confidence in certain segments of the economic 
recovery is taking longer than expected. Large spenders, 
banks and auto have all deferred spending until their 
respective industries show signs of improvement. We 
are seeing housing activity improve, and this aligns with 
management’s comments that the fourth quarter is 
looking significantly better. We remain focused on the 
company’s strong competitive position and the structural 
growth in the industry as it moves from traditional 
billboards to digital displays. Moreover, we believe the 
consolidation that has recently completed in the industry 
is positive for the competitive environment and should 
lead to greater stability of returns. OML is trading at 
an attractive valuation with the potential to deliver 
consistent double-digit EPS growth, and, with abundant 
balance sheet flexibility, we expect the share price to 
re-rate.

Portfolio changes

There were no key portfolio changes during the month.  

Sector allocation

GICS sector Ralton Index +/-
Financials 11.0% 11.1% -0.1%
Real Estate 5.4% 13.3% -7.9%
Industrials 9.9% 8.1% 1.8%
Materials 22.5% 20.9% 1.6%
Energy 6.2% 2.9% 3.2%
Telecommunication Services 6.5% 4.8% 1.7%
Consumer Discretionary 15.7% 14.7% 1.0%
Utilities 0.0% 0.6% -0.6%
Consumer Staples 6.1% 7.3% -1.2%
Health Care 9.4% 8.1% 1.3%
Information Technology 7.4% 8.2% -0.8%
Total 100.0% 100.0% 0.0%
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Performance of the Ralton Australian Equity ex 50 Portfolio (Ralton Wholesale Smaller Companies Model Portfolio) is based on a model portfolio and is gross 
of investment management and administration fees, but net of transaction costs. The total return performance figures quoted are historical and do not allow 
the effects of income tax or inflation. Total returns assume the reinvestment of all portfolio income. Past performance is not a reliable indicator of future 
performance. 
 
*The performance comparison of $20,000 over 5 years is for illustrative purposes only. Performance is calculated on a gross basis. Actual performance will 
vary depending on the amount of fees charged by the relevant platform that a client uses to implement the portfolio. The comparison with the S&P/ASX Small 
Ordinaries Accumulation Index is for comparative purposes only. Index returns do not allow for transaction, management, operational or tax costs. An index is 
not managed and investors cannot invest directly an in index. There is no guarantee these objectives will be met. 

 #Portfolio holdings may not be representative of current or future recommendations for the portfolio. The securities listed may not represent all of the 
recommended portfolio’s holdings. Future recommended portfolio holdings may not be profitable. 

 This document is for general information only and does not take into account the specific investment objectives, financial situation or particular needs of any 
specific reader. As such, before acting on any information contained in this document, readers should consider whether the information is suitable for their 
needs. This may involve seeking advice from a qualified financial adviser. Ralton Asset Management (ABN 45 114 924 382) (Ralton) is the provider of the Ralton 
Australian Equity ex 50 Portfolio. To subscribe, contact Copia Investment Partners Ltd (AFSL 229316, ABN 22 092 872 056) (Copia) by calling 1800 442 129 or 
email clientservices@copiapartners.com.au. Any opinions or recommendations contained in this document are subject to change without notice. Ralton and 
Copia are under no obligation to update or keep information contained in this document current. 
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John Clothier General Manager, Distribution 0408 488 549 | jclothier@copiapartners.com.au
Iain Mason Director, Institutional Business 0412 137 424 | imason@copiapartners.com.au
Mani Papakonstantinos Distribution Manager 0439 207 869 | epapakonstantinos@copiapartners.com.au
Matthew Roberts Distribution Manager 0438 297 616 | mroberts@copiapartners.com.au
Jude Fernandez Distribution Manager 0414 604 772 | jfernandez@copiapartners.com.au
Sam Harris Distribution Manager 0429 982 159 | sharris@copiapartners.com.au

Performance comparison of $20,000*

$ Ralton Australian Equity ex 50 
(Smaller Companies)

$ S&P/ASX Small Ord Acc Index

Top 10 holdings#

Company name ASX code
Independence Group IGO
Seven Group Holdings SVW
Steadfast Group Ltd SDF
Healius HLS
Nextdc Limited NXT
Cooper Energy Ltd COE
Tassal Group Limited TGR
Bapcor Limited BAP
Collins Foods Ltd CKF
Premier Investments PMV


