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Cumulative returns since inception  

 
 Inception Date: 30/10/2004 
 Before fees, costs and tax, and assuming reinvestment of distributions 
 

 

 
Performance as at 30 April 2022* 

  1 Month 3 Months   6 Months  1 Year    3 Years   5 Years   10 Years   15 Years     Since 
Inception 

Fund (Net of fees) (4.18) (6.74) (15.36) (3.45) 4.96 11.91 15.03 7.11 10.40 

Fund (gross of fees) (4.05) (6.37) (14.92) (1.93) 6.75 13.95 17.13 9.07 12.48 

All Ords Accumulation Index (0.81) 7.87 3.14 10.22 10.24 9.47 10.02 5.80 8.53 

Difference (gross of fees) (3.24) (14.24) (18.06) (12.15) (3.49) 4.48 7.11 3.27 3.95 
*Performance figures are historical percentages, calculated using end of month redemption prices, and do not allow for the effects of income tax or inflation. Returns assume the 
reinvestment of all distributions. For periods greater than one year, returns are annualised. Performance can be volatile and future returns can vary from past returns. 
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Top holdings   

Company name Code Weight (%) 

Altium ALU 5.41 

James Hardie Industries JHX 5.25 

Cochlear COH 5.22 

carsales.com CAR 5.06 

CSL CSL 5.00 

TechnologyOne TNE 4.85 

Aristocrat Leisure ALL 4.65 

Computershare CPU 4.57 

ResMed RMD 4.33 

Reece REH 4.32 

Unit prices as at 30 April 2022  

Entry price  $3.2630 

Mid price $3.2549 

Exit price $3.2468 

Market insights 
Investors are again gripped by short-term fears, focusing in on issues under 
their noses rather than long-term individual business fundamentals. This is 
supported by headlines fixated on macro events that include an economic and 
geopolitical landscape with multi decade record inflation, accelerating bond 
yields, rapidly increasing interest rate expectations, Russia’s ugly war in 
Ukraine, and draconian lockdowns in major Chinese cities. Unsurprisingly, 
economists and many central bankers are extrapolating, with confidence, 
events they could not see in November 2021. The ASX All Ordinaries declined 
0.83% to 7,725, while the U.S. S&P 500 Index declined by 8.8%. 

Markets are pricing in a 50 basis points (bps) increase at the next Fed meeting 
with 75 basis points to follow. This would mark one of the fastest turnarounds 
for monetary policy, with the current 25bps-50bps cash rate target expected to 
rise to 2%-2.25% by year end. Fed Chairman Jerome Powell noted, “all 
[committee] participants indicated their strong commitment and determination 
to take the measures necessary to restore price stability.”  
Having doubled its balance sheet to around US$9t during the pandemic, the 
Fed has ended bond purchases and agreed to reduce its current holdings by a 
maximum of US$95b a month, a process called quantitative tightening (QT). QT 
experience remains limited with the Fed being the only central bank to attempt 
it. Between 2017-2019, the Fed trimmed its balance sheet by US$650b and 
abruptly stopped the process when liquidity concerns forced a policy rethink.   
In early May, the Reserve Bank Governor Philip Lowe walked away from 
previous references to no rate rise until 2024, choosing to lift the cash rate by 
25bps to 0.35%. This action followed the release of the March annual inflation 
number of 5.1%, reflecting the highest rate in over 20 years. The most 
significant contributors to the rise were costs associated with new dwellings 
(up 5.7%), fuel (up 11%), and tertiary education (up 6.3%).  

It’s important to differentiate supply and demand-driven inflation. While many 
believe the U.S. economy is ‘overheating’ as demand outpaces its ability to 
supply, it is difficult to draw the same conclusion locally. While new dwelling 
prices can be attributed to the strong demand generated by the HomeBuilder 
stimulus measure, many other indicators appear to relate to transitory supply 
constraints.   

U.S. quarterly earnings results, beyond the headline grabbing tech results, were 
broadly positive with 11% annualised earnings growth and strong margins 
despite rising input costs. Fundamentals have not been enough to steady the 
macro driven market, with the U.S. S&P down 12% year to date. 

We are focused on individual business fundamentals and longer-term 
opportunities that may not be immediately apparent and are not dependent 
on a cycle. This is the business latency that drives future earnings growth. 
Valuations have become very attractive in the period. 

 We continue to seek businesses with: 

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

Telephone: +61 2 8090 3610 
Email: admin@selectorfund.com.au 

Address: Level 8, 10 Bridge Street  
Sydney NSW 2000 

www.selectorfund.com.au 
 

John Maragiannis | Executive Director 
jmaragiannis@axiuspartners.com 

Telephone: +61 419 689 503 
 

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. 

Performance contributors  

Top five Contribution (%) 

Flight Centre Travel Group 0.43 

NIB Holdings 0.28 

OFX Group 0.17 

Cochlear 0.15 

James Hardie Industries 0.12 

Bottom five Contribution (%) 

Domino's Pizza Enterprises (0.68) 

Megaport (0.54) 

ResMed (0.49) 

TechnologyOne (0.44) 

Aristocrat Leisure (0.41) 

Industry exposure  

Industry group Weight (%) 

Software & Services 26.79 

Consumer Services 15.54 

Health Care Equipment & Services 14.64 

Media & Entertainment 10.00 

Capital Goods 6.70 

Diversified Financials 6.01 

Pharmaceuticals, Biotech & Life Sciences 5.55 

Materials 5.25 

Insurance 2.75 

Automobiles & Components 2.24 

Household & Personal Products 1.91 

Consumer Durables & Apparel 1.32 

Cash & Other 1.31 

Portfolio commentary  
Cochlear (COH:ASX) 
This month, Cochlear announced its agreement to acquire competitor Oticon 
Medical, Demant’s hearing implants business for DKK850m (circa A$170m). As part 
of the transaction, Cochlear has committed to providing ongoing support for 
Oticon Medical’s base of more than 75,000 hearing implant recipients, which 
includes cochlear and acoustic implants. This acquisition will result in Cochlear 
effectively controlling the global bone anchored acoustic market.  

While currently loss making, Oticon Medical is expected to generate annual 
revenue of A$75m – A$80m. Cochlear is aiming to return the acquired business to 
profitability as quickly as possible, with a long-term target net profit margin of 18%, 
equating to a net profit of $14m. While yet to be finalised, integration costs are 
expected to fall within the range of A$30m – A$60m. The transaction will be 
funded from existing cash reserves.   

CEO Dig Howitt commented, ‘the acquisition of Oticon Medical will provide us with 
greater scale and will enable us to increase our investments in R&D and market 
growth activities. While Cochlear is a market leader in implantable hearing, we are 
a small player in the hearing loss segment where hearing aids remain the primary 
treatment option.’ 
Cochlear has a market capitalisation of $14.9b and net cash of $505.6m. 

Megaport (MP1:ASX) 
Despite posting incremental revenue growth, the company’s third quarter update 
fell short of internal expectations. This is largely a function of educating the reseller 
market of the group’s product offering with this channel now expected to hit 
targets some six or twelve months beyond the original timeline. For the third 
quarter, revenues rose 5.1% to $27.9m with total services up 6.5% to 25,936. The 
company ended the period with Annualised Recurring Revenue (ARR) of $114m. 

Pleasingly, Megaport's premium offerings; Megaport Cloud Router (MCR) and 
Megaport Virtual Edge (MVE) grew 11% and 47.5% over the quarter to 670 and 59 
units respectively. These offerings are a key driver of services growth by making it 
easier for customers to activate multi-cloud and cloud-to-cloud connections. 

CEO Vincent English remains confident in the company’s ability to scale through its 
indirect, PartnerVantage network "by empowering [partners] with our on-demand 
services, we will continue to expand our market reach and make it easier for more 
businesses to deploy services at the speed of now." 

Megaport has a market capitalisation of $1.3b and $89m of cash. 

ResMed (RMD:ASX) 
In April, leading out-of-hospital medical device, mask, and software provider, 
ResMed reported its third quarter 2022 result. Over the period, the company 
navigated ongoing supply chain constraints and increased demand associated with 
the Philips product recall. Revenue grew 14% in constant currency (cc) to 
US$864.5m and operating profits rose 5% to US$234.3m in cc.  

The U.S. launch of the next-generation device, the AirSense 11, alongside the 
AirSense 10 remain the two top selling devices in the market. AirSense 11 has 
provided much needed additional supply and has gone someway to mitigating 
ongoing component shortages for current product lines. The AirSense 11 will be 
introduced into additional countries throughout the coming quarter and into FY23.  

ResMed has a market capitalisation of US$29.2b and net debt of US$479m. The 
company declared a quarterly dividend of US42c per share.  

About Selector 
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.  
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