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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 31 March 2019* 

 

*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. Performance can be volatile and future returns can vary from past returns. 

-100%

0%

100%

200%

300%

400%

500%

600%

2004 2006 2008 2010 2012 2014 2016 2018

SHCEF Returns Benchmark Returns

Top holdings   

Company name Code Weight (%) 

Jumbo Interactive  JIN 7.26 

Altium  ALU 5.97 

Aristocrat Leisure ALL 4.89 

IRESS IRE 4.78 

Flight Centre Travel Group  FLT 4.31 

Infomedia  IFM 4.09 

ResMed RMD 4.03 

Oil Search  OSH 3.97 

Technology One  TNE 3.94 

Domino's Pizza Enterprises  DMP 3.87 

Unit prices as at 31 March 2019  

Entry price $2.8192 

Mid price  $2.8122 

Exit price $2.8052 

  FYTD 1 Month 3 Months   6 Months  1 Year    3 Years   5 Years   10 Years 
    Since 

Inception 

Fund (Net of fees) 3.96 1.27 15.28 (0.81) 14.32 16.22 15.19 17.10 11.15 

Fund (gross of fees) 5.09 1.39 15.68 (0.09) 15.96 17.88 16.96 19.11 13.20 

All Ords Accumulation Index 2.97 0.70 11.06 1.09 11.25 11.27 7.49 10.48 8.02 

Difference (gross of fees) 2.12 0.69 4.62 (1.18) 4.71 6.61 9.47 8.63 5.18 

Market insights 
Markets rose across the board in March with the All Ordinaries Accumulation 
Index rising 0.70% bringing the return for the quarter to 11.06%. Once again, 
the Shanghai Composite was the standout global performer, rising 5.09% and 
all but wiping out its losses since May 2018. The S&P rose 1.79%, bringing the 
return for the quarter to 13.07%.  
 
As outlined last month, the outlook for interest rates globally has now changed 
materially. The median U.S. Federal Reserve Board member projects no 
increases in rates during 2019 and one increase between 2020 and 2021. 
Although the Board expects sustained expansion in economic activity and 
strong labour market conditions, global economic uncertainty is placing a 
damper on inflation expectations. Their view is that the current federal fund 
rate settings are appropriate for achieving their target outcomes. 
 
In our view it is not only uncertainty in global financial markets that is holding 
down inflation but also structural issues. The use of technology has enabled 
businesses to provide more to consumers at lower prices and is making it 
difficult for competitors to increase prices. Process automation allows 
companies to achieve more with fewer people. The economy is clearly 
operating at two-speeds; skilled labour in certain sectors is experiencing high 
levels of wage inflation while unskilled labour finds itself in a weak negotiating 
position.  
 
The continued fallout from the Royal Commission in Australia has led to 
concerns of a full-blown credit squeeze for businesses. Westpac's head of 
business banking noted, "We sometimes denigrate profit as something 
inherently immoral. There is a power structure in Australia that business must 
rely on. It includes government, it includes regulators, and it includes banks. 
Today, that power structure is letting businesses down." Bankers are fearful of 
approving loans without a myriad of credit checks to appease regulators. The 
outcome is a credit squeeze that will have significant and damaging flow on 
effects to our economy, with small businesses the unintended casualty.  
 
These comments come as “inverted” yield curves seemingly predict a 
recession for developed markets. Despite most of the curve sloping upwards, 
the yields on bonds with maturities between two to four years have now fallen 
below those of securities maturing in 12 months for most developed countries. 
Traditionally this has been a reasonable predictor of an oncoming recession, 
but we would caution reading too much into the recent developments. It 
seems more likely that yield curves are reflecting pressures that the global 
economy faces in the medium term, pressures investors have been well aware 
of for some time. Allowing the yield curve to inflict further concern could be a 
“double counting” of the issues.  
 
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 | Managing 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 (%) 

Jumbo Interactive 1.78 

IRESS 0.39 

Technology One 0.31 

Nearmap 0.20 

Domino's Pizza Enterprises 0.19 

Bottom five Contribution (%) 

NIB Holdings (0.31) 

IOOF Holdings (0.22) 

Oil Search (0.20) 

OFX Group (0.18) 

Flight Centre Travel Group (0.17) 

Industry exposure  

Industry group Weight (%) 

Consumer Services 23.97 

Software & Services 20.81 

Health Care Equipment & Services 11.23 

Capital Goods 6.69 

Commercial & Professional Services 6.55 

Diversified Financials 5.12 

Materials 5.09 

Cash & Other 4.97 

Energy 3.97 

Pharmaceuticals, Biotechnology & Life Sciences 3.45 

Insurance 3.06 

Media & Entertainment 2.29 

Household & Personal Products 2.02 

Retailing 0.80 

Portfolio commentary 
IRESS (IRE:ASX) 

During March we visited the software vendor IRESS’ U.K. operations where we 
explored the opportunity in the wealth and the lending software markets in 
depth.  

Our key takeaways from the trip were that increased compliance is spurring 
systems upgrades for wealth managers. Legacy tech is expensive to maintain 
and using a collection of systems to manage various functions is inefficient. The 
other takeaway was the pricing headwinds platforms have faced since the 
Financial Services Authority kicked off the Retail Distribution Review (RDR). 
Average pricing has fallen from 70bps of funds under administration in 2012 to 
20bps.  

Integrated wealth managers are facing a perfect storm of increased compliance 
requirements and falling prices. While the RDR initially invited more price-
based competition, wealth managers are now looking to increase the quality of 
their service to improve client retention. Being squeezed at both ends, wealth 
managers need solutions to simplify workflows, rationalise costs and improve 
their offerings. IRESS is doing exactly that for some of the largest managers in 
the U.K. 

For some time in the U.K., IRESS has been investing in client implementations. 
These projects require resourcing up front before they make contributions to 
segment operating profit. As these projects begin coming online, like the large 
Tilney implementation recently undertaken, segment profits will grow 
materially.  

Technology One (TNE:ASX) 
Our visit exposed us to competitors of Technology One in the U.K. and a variety 
of SaaS enterprise resource planning (ERP) operators from other verticals.  

Despite the company’s success in the Australian market with councils and 
universities, Technology One has had challenges cracking the U.K. Difficulties 
localising the product have delayed the rollout. Competitors were reticent to 
shed light on whether or not Technology One has made progress in the space 
(our understanding is they have) but they highlighted that the demand for ERP 
solutions from tertiary education providers is high and growing.  

Industry feedback was consistent with our understanding of Australia, which 
is that there is an element of a “super-cycle” occurring in SaaS ERP. Incumbents 
SAP and Oracle were originally designed to help manage the supply chains of 
manufacturing businesses and despite their efforts, attempts to transform 
their offerings to suit services businesses have been disappointing. Neither can 
provide high quality, cost effective solutions for smaller services businesses. 
This lack of flexibility has left a gap in the market for software vendors that can 
provide specialised offerings for specific industry verticals. It is this dynamic 
that has given rise to businesses such as Technology One, WiseTech and 
Aconex. What’s more, the shift in technology vendors’ business models from 
perpetual license to SaaS sales means the economics for small businesses is far 
more attractive.  

 
 
 
 

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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