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Market Insights 
During February the market ended the month in positive territory, up 
0.18%. This subdued performance belies the substantial moves that 
occurred in offshore markets led by the U.S. Dow Jones Industrial Index 
which recorded the most points lost in a single day. In turn, our market 
retreated 4.8%, wiping out the majority of gains recorded since 
November. By month's end things had evened out but the ongoing 
debate surrounding the impact higher interest rate settings may have 
on asset class valuations, including equities, continues to play out. 
  
Globally, a sustained period of economic growth is giving company 
earnings a boost. This underpinned a 1.8% rise in consensus earnings 
for the 2018 calendar year. The United States economy is the main 
contributor, with earnings expectations rising of 3.6%. These moves 
are illustrative of the sustained economic momentum, spurred on by 
policy settings and changes including the recently enacted U.S. Tax  
Cuts and Jobs Act of 2017. 
  
Locally, reporting season moved into full swing with results varying 
considerably. Companies that failed to meet expectations were 
punished heavily, while the opposite was also true for those that 
surprised to the upside. An increasingly competitive global economy, 
shifting consumer preferences and technological advancements are 
opening the door to disruption, exposing traditional industries.   
 
Case in point is health insurer Medibank Private. From a position of 
strength, previous management lacked the foresight to position for a 
more competitive market. Policyholder numbers in the group's core 
brand have fallen in recent years, while AHM, its challenger brand, has 
grown at a rapid clip. Arguably, AHM has been cannibalising its core 
brand, as customers, once loyal, become disenfranchised following 
underinvestment in customer experience. 
  
Department store operator Myer Holdings’ inability to adapt to shifts 
in consumer preferences has been abject failure. Every new 
management team appointed comes with a “new strategy” which 
looks remarkably similar to the last. The Super Retail Group has been 
more successful than Myer at keeping up, but it to has struggled with 
its diverse retail offering, most notably its adventure sports operations 
trading under multiple brands. At its results release, the company 
announced the acquisition of second tier sports brand Macpac 
Holdings, originally founded by Australian entrepreneur Jan Cameron. 
While the company has determined that the most value accretive 
strategy is to “acquire, integrate and grow”, we question whether 
investing further capital in a poorly performing division is prudent.   
 
We continue to seek businesses with: 

1. Competent management teams 
2. Business leadership qualities 
3. Strong balance sheets 
4. A focus on capital management 

Portfolio Strategy 
The strategy is focused on identifying and investing in listed businesses 
that sit largely within the ASX 300 Index. 
 
Within this universe, we focus on stocks outside of the Top 20 as we 
believe the greatest value lies in the smaller, less researched 
businesses.  
 
The investment style is both high conviction and index agnostic. 
Individual portfolio holdings typically range from 15-30 businesses. 
 
For the financial year to date the Fund has delivered a gross positive 
return of 22.47% compared to an Index rise of 9.14%, representing an 
outperformance of 13.33%. The Fund held 30 businesses at month 
end. 

Selector Funds Management (“Selector”) specialises in high conviction, index agnostic, concentrated portfolio management (AFSL 
225316). The investment team have a high level of experience, are owners of the business and invest in the funds alongside 
clients. Selector has a long term track record of performance. We offer the Selector High Conviction Equity Fund and the Selector 
Australian Equities Fund in addition to institutional mandates. 

Top Ten Investments Code Industry  Weight % 

ALTIUM ALU IT 7.67% 

ARISTOCRAT LEISURE ALL Consumer Disc. 7.60% 

SEEK SEK Industrials 4.88% 

RESMED  RMD Health Care 4.43% 

CSL  CSL Health Care 4.19% 

FLIGHT CENTRE TRAVEL GROUP  FLT Consumer Disc. 4.16% 

COCHLEAR  COH Health Care 3.87% 

JUMBO INTERACTIVE  JIN Consumer Disc. 3.65% 

NIB HOLDINGS  NHF Financials 3.62% 

SIMS METAL MANAGEMENT  SGM Materials 3.01% 

Gross Performance Portfolio % All Ords Acc (%) Difference % 

1 Month 2.40 0.18 2.22 

3 Months 10.16 1.87 8.29 

6 Months 19.42 8.09 11.33 

1 Year 37.16 10.85 26.31 

3 Years annualised 16.14 5.68 10.46 

5 Years annualised 19.95 8.15 11.80 

10 Years annualised 11.24 5.22 6.02 

Since Inception annualised 13.17 8.13 5.04 

28 February 2018 Unit Mid Price $2.6237 

GICS Groups Weight 
Consumer Services 24.37% 

Software & Services 23.54% 

Health Care Equipment & Services 10.64% 

Cash & Other 6.69% 

Pharmaceuticals & Biotechnology 6.25% 

Capital Goods 5.13% 

Diversified Financials 5.07% 

Commercial Services & Supplies 4.88% 

Insurance 3.62% 

Materials 3.01% 

Energy 2.99% 

Household & Personal Products 2.88% 

Retailing 0.91% 

Total 100% 

Investment Attribution 

For the month, the portfolio delivered a gross positive 2.40% return 
against a 0.18% rise in the Index. The portfolio held 30 stocks at the 
end of the period and the performance was primarily driven by: 

Top Five % attribution  Bottom Five % attribution  

ALTIUM 2.17%  BLACKMORES -0.61% 

FLIGHT CENTRE TRAVEL 0.49%  THE STAR ENTERTAINMENT -0.34% 

CSL 0.44%  DOMINO'S PIZZA ENTERPRISES -0.34% 

ARISTOCRAT LEISURE 0.23%  IRESS -0.30% 

COCHLEAR 0.22%  CARSALES.COM -0.18% 



*Hurdle is the return of the S&P ASX Accumulation Index 
The information presented in this fact sheet is not intended to be advice. It has not been prepared taking into account any particular investor or class of investors investment objectives, financial 
situation or needs, & should not be used as the basis for making investment, financial or other decisions. To the extent permitted by law, no liability is accepted for any loss or damage as a result 
of any reliance on this information. SFML does not guarantee the repayment of capital, payment of income or performance. 

Portfolio Particulars  

Target Stocks in Portfolio 15 - 30 

S&P ASX 200 Target Portfolio Weighting 40% - 100% 

S&P ASX Ex 200 Target Portfolio Weighting 0% - 60% 

Cash Holdings 0% - 20% 

Stock Position (max per stock at cost) 5% 

Stock Position (max per stock at market) 10% 

Portfolio Weighting <$100M Market Cap 0% - 20% 

Benchmark Index S&P ASX All Ords Acc. Index 

Frequency of Distributions Annual 

Management Fee 1.25% 

Performance Fee 20% of hurdle outperformance 

Minimum Investment $500,000 

Entry and Exit Fees Nil 

Investment Philosophy 
Selector’s consistent bottom up process looks at a combination 
of the quantitative and qualitative attributes of a business. We 
seek businesses with competitive advantages that drive 
industry leadership positions. 
 
Portfolio construction is driven by Selector’s consistent 
investment process combined with the Portfolio Managers’ 
deep industry experience rather than benchmarking to an 
index. Selector believes indexing limits returns to investors 
over the long run. Selector’s long term investment horizon 
aims to capture real earnings per share growth over time. 
 
Selector invests in Australian equities, does not use leverage or 
derivatives and avoids start-ups and turnaround situations. 
Experience has shown that these simple constraints when 
combined with Selector’s hard risk limits provide significant 
protection to the portfolio with limited impact on the 
performance of the fund.

Executive Team 
Tony Scenna | Managing Director, Portfolio Manager 
30 years investment experience 
14 years Selector Funds Management Limited 
tony@selectorfund.com.au  +61 2 8090 3612 
     +61 413 235 803 
 
Corey Vincent | Managing Director, Portfolio Manager 
20 years investment experience 
14 years Selector Funds Management Limited 
corey@selectorfund.com.au  +61 2 8090 3611 
     +61 401 000 037 
 
John Maragiannis | Managing Director  
30 years funds management experience 
6 years Selector Funds Management Limited 
jmaragiannis@axiuspartners.com +61 2 8090 3613 
     +61 419 689 503 
 
George Giovas | Managing Director 
30 years finance, banking, funds management experience 
6 years Selector Funds Management Limited 
ggiovas@axiuspartners.com  +61 2 8090 3614 
     +61 435 763 045 
 
Rob Lapsley | Senior Analyst 
6 years funds management experience 
6 years Selector Funds Management Limited 
rob@selectorfund.com.au  +61 2 8090 3617 
     +61 425 842 951 
 
Kari Humphrey | Manager Compliance & Administration 
20 years finance, accounting, administration experience 
kari@selectorfund.com.au  +61 2 8090 3618 
     +61 420 358 485 
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