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Performance*  

To 30 June 2022 1 month 3 months 6 months 1 year 2 years pa Inception 

Quest Long Short Fund -9.4% -12.2% -10.9% -1.3% 19.9% 57.9% 

S&P/ASX 200 Accum. Index -8.8% -11.9% -9.9% -6.5% 9.3% 28.0% 

Value added -0.6% -0.3% -1.0% +5.2% +10.6% +29.9% 

*Fund returns and value added is net of all fees. Past performance is no guarantee of future performance. 

Overweight - Allkem, IGO Limited, Computershare, 
Ventia Services, Mineral Resources, Santos, Steadfast 

Underweight- Magellan, Novonix, Afterpay/Block, CBA, 

Westpac, Wesfarmers, ANZ, Evolution, AGL Energy 

Overweight - Marley Spoon, Catapult, Credit Corp 

Praemium, Bellevue Gold, Maas Group, Qualitas 

Underweight – Woodside Energy 
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Long Short 

Fund Inception 30 April 2020 

Benchmark S&P/ASX200 Accumulation Index 

Investment Strategy Fundamental with a key focus on 
business quality and free cash flow 

Time Horizon 5 years+ 

Portfolio Manager Richard Dixon 

Stock Numbers 53 (37 longs, 16 shorts) 

Fund Exposure 115% long, 19% short, 96% net 

Active Share 84% 

Tracking Error             5.9% (ex-ante) 

Fund Size $68.7m 

Unit Price $1.4877 (NAV @ 30/6/22) 

APIR Code ETL4748AU 

Research Ratings Lonsec – Recommended              
Zenith – Recommended 

Platforms Macquarie, Netwealth, HUB24, 
 Panorama, Asgard, MLC Wrap, 

Navigator, Praemium, Ausmaq, 
AMP MyNorth, Mason Stevens 

The Quest Long Short Australian Equities Fund aims to 

outperform the S&P/ASX 200 Accumulation Index 

after fees over the medium to long term with an actively 

managed portfolio of long and short positions.  

Short selling (up to 30% of Fund NAV) aims to enhance 

returns when selected stocks are expected to fall or 

underperform. Proceeds may then be reinvested in 

preferred long positions to further enhance returns. 

 

The Quest Long Short Australian Equities Fund fell 9.4% 
in June as the market retreated for the 3rd month in a row. 
The Fund fell slightly in FY22 but outperformed by 5.2%. 
Since inception the Fund is up 57.9% net of fees, 
nearly 30% ahead of the index gain of 28%. 

The Australian market fell 8.8% in June after the RBA and 
US Fed hiked rates 0.5% and 0.75% respectively. Australia 
underperformed global equities for the 2nd month in a row. 
Despite this, resilient earnings, lower inflation and a heavy 
resources weighting in FY22, led to Australia’s largest  
outperformance vs global equities since 2005.  

Locally, there were very few places to hide in June with 
only the Energy and Consumer Staples sectors finishing in 
positive territory. Materials, Financials, Technology and 
REITs, all posted double digit declines for the month.  

As central banks lift rates to lower demand, earnings will 
be hit. Markets will struggle to price risk as this occurs. 
This may persist until earnings reductions are well 
progressed. Relief from relentless upward pressure on 
rates could see the market rally as the market falls have 
been dramatic and sentiment is universally bearish.  
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Contact Quest 

Head of Distribution      Portfolio Manager 
Simon Wu                 Richard Dixon           
Mobile: +61 432 331 324     Mobile: +61 414 393 372 
Email:   swu@questap.com.au     Email:   rdixon@questap.com.au 
 
 
 
 

Disclaimer 

Equity Trustees Limited (“Equity Trustees”) ABN 46 004 031 298 | AFSL 240975, is the Responsible Entity for the Quest Long Short Australian Equities Fund ("the 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). The Investment Manager for the Fund is Quest Asset 
Partners Pty Ltd ("Quest") (ABN 47 109 448 802), AFSL 279 207. This publication has been prepared by Quest to provide you with general  information only. In preparing this document, Quest 
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 Quest, Equity Trustees nor any of their 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 
consider the Product Disclosure Statement (“PDS”) before making a decision about whether to invest in this product.  
Quest Long Short Australian Equities Fund’s Target Market Determination is available here www.eqt.com.au/insto. A Target Market Determination describes who this financial product is likely 
to be appropriate for (i.e. the target market), and any conditions around how the product can be distributed to investors. It also describes the events or circumstances where the Target Market 
Determination for this financial product may need to be reviewed. 

 

Whilst we remain positive on the longer-term outlook for the Australian equity market, it is likely that 

conditions in 2022 will remain challenging as central banks transition from Quantitative Easing (QE) to 

Quantitative Tightening (QT). Inflationary pressures have surprised on the upside and central banks are 

“behind the curve” and will need to raise interest rates faster and further than previously expected. Geopolitical 

tensions and the ongoing conflict in Ukraine have added further uncertainty as COVID-19 fears recede. 

The economic outlook for much of the global economy has worsened. Consumer and corporate confidence 

levels were falling even before central banks finally committed to rein in rampant inflation more aggressively. 

As central banks lift rates, the headwinds will not be evenly distributed. Discretionary retail spending, housing 

related consumption and any sectors unable to pass on higher wages and energy costs, will see lower earnings.  

The likely magnitude of the fall in earnings is still unclear, with a wide possible range, depending on whether 

a recession can be avoided. Given this backdrop, markets are struggling to price risk with any confidence. This 

uncertainty drives the wild swings seen in global markets over recent months. Historically, markets struggle to 

rebound until the earnings reductions are well progressed. However, significant PE compression has already 

occurred and any relief from the relentless pressure of rising interest rates could lead to a strong market rally. 

We continue to be focused on bottom-up stock picking and our long-term returns will be primarily driven by 

stock specific exposures rather than macro themes. We continue to selectively find opportunities to deploy 

capital in quality stocks at reasonable prices amidst the ongoing volatility. As always, we focus on companies 

that demonstrate an improvement in business quality and we have multiple examples of those in the portfolio.  

 

The Long Short Fund remains actively managed as volatility, style rotation and return dispersion stay elevated. 
We locked in profits by buying back short positions in Endeavour, Challenger, ASX, Brambles and 
Liontown Resources after heavy price falls. Several core long positions including ALS, IGO, Allkem and 
Boss Energy were actively traded given the deteriorating market sentiment on global recession fears.  

We exited our remaining 29Metals position above $2.50 on concerns that production costs may remain high 
even as the copper outlook weakens. We moved further underweight BHP at around $43 and topped up our 
holdings in CSL, Woolworths and IAG after they had pulled back to more attractive levels. 

Xero was added to the portfolio after falling 50% from its highs around $160 in late 2021 as rising bond yields 
pressure tech stock valuations. We rate Xero as an A-grade under our Q stocks process and the sell-off has 
allowed us to re-establish a position at a reasonable valuation. Xero’s SME accounting product is well regarded 
by its customers, it has a large addressable global market and limited competitors with the same global scale. 
Importantly, it is also free cash flow positive despite consistently reinvesting for growth. 

Key overweight positions at month end included Ramsay Health Care, Transurban, Santos, Aristocrat, 
Woolworths, Steadfast, Ventia Services, NAB, CSL and Allkem. 
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