
PERFORMANCE TO 31 OCTOBER 2016 1 MONTH 3 MONTHS  6 MONTHS 1 YEAR
2 YEARS  

(PA)

SINCE 
INCEPTION 

(PA)

Portfolio Return (AUD) -6.6% -4.9% 1.5% -0.8% 11.8% 10.5%

MSCI AC World Accum Index ex-Aust (AUD) -1.1% -0.8% 3.3% -4.5% 8.7% 9.4%

Excess Return -5.5% -4.1% -1.8% 3.8% 3.1% 1.1%

Evans and Partners International Fund
M O N T H L Y  P O R T F O L I O  R E P O R T  O C T O B E R  2 0 1 6

www.eandp.com.au

Source: Company filings; E&P Analysis

          Performance is net of investment management fees. Inception date is 18th February 2014. Numbers may not sum due to rounding. Since inception return is annualized and assumes reinvestment of distributions. Past 
performance should not be taken as an indication of future performance.

          PORTFOLIO EXPOSURE BY SOURCE OF REVENUE

Numbers represent contribution in percentages of each stock to the percentage change in 
portfolio value.

SECURITIES MOVEMENTS FOR THE MONTH OF OCTOBER

Bought in: None

Sold out: None

Increased holding: None

Decreased holding: None

CONTRIBUTION TO PORTFOLIO RETURN - OCT 2016 (%)
TOP 5 BOTTOM 5

Nordson 0.09 GEA Group -2.46

L'Oreal -0.10 Compass Group -0.54

3M -0.21 Nestle -0.52

Accenture -0.27 RELX Group -0.48

Experian -0.30 Omnicom -0.47

HOLDINGS AS AT 31 OCT REGION SECTOR

Ecolab US Materials

3M US Industrials

GEA Group Europe Industrials

Illinois Tool Works US Industrials

Nordson US Industrials

Compass Group UK Commercial Services

Bunzl UK Commercial Services

RELX Group UK Commercial Services

Accenture US Commercial Services

Omnicom US Commercial Services

Nestlé Europe Consumer Staples

L'Oréal Europe Consumer Staples

Experian UK Non-Bank Financials

PERFORMANCE SINCE INCEPTION
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Our portfolio declined by 6.6% for the month of October, 
representing underperformance relative to the broader 
international equity market of 5.5%. Underperformance of this 
magnitude is disappointing and merits some explanation. 

GEA

	GEA Group declined by -30% in AUD in October following 
a profit warning issued on the 20th of the month. GEA was 
an 8% position in the portfolio at the end of September 
and it detracted -2.5% from portfolio performance. 

	The company attributed the material shortfall in earnings 
relative to prior guidance to the following factors:
•	 Increased cyclical weakness in key end markets – 

weakness in dairy farming (14% of revenue) is lasting 
longer than the company had anticipated while the 
dairy processing market (22% of revenue) has turned 
sharply weaker in the last month or so. Weakness in 
dairy processing is partly attributable to the infant 
formula market in China where projects have been 
delayed in response to uncertainty regarding new 
dairy regulation as well as overcapacity and price 
pressure for infant nutrition companies. 

•	 Price pressure – GEA booked orders in the second half 
of last year that reflected embedded lower margins 
than was normal, and this only became apparent 
as the projects were implemented. The margin 
compression appears to have been in response to 
cyclical pressure in some markets as well as a desire 
to win large projects. Management earlier this year 
put in place processes to protect margins and restore 
them to their normal level. 

•	 Cost overruns related to highly technical projects 
– this year has seen a greater than normal level 
of highly innovative and highly complex projects. 
While there are minor cost overruns every year and 
management incorporates this in contract pricing, the 
financial impact this year has been far greater than 
normal. 

•	 Cost inefficiencies related to restructuring and 
new organisational structure – over the last 12-18 
months GEA has reduced headcount by 2,000 people 
and made fundamental changes to the operating 
structure of the company. It appears that this has 
involved substantial misalignment of resources, which 
has involved significant costs in temporary workers to 
fill skills gaps, duplication and retraining. 

	The company’s communication around these issues has 
been somewhat disappointing, coming two weeks after 
an analyst day that presented a broadly positive tone 
regarding the external environment and the internal 
restructuring. 

	Our view is that the majority of these issues will abate 
over the coming year, though there is uncertainty 

around the severity and duration of weakness in the dairy 
processing market. 

	Our assessment of the earnings potential of the business 
has not changed. We have, though, reduced our valuation 
by 10% to reflect an increased risk to this view, particularly 
in regards to cost overruns and pressure in the dairy 
processing market. 

	We are meeting with the CFO in Dusseldorf in the middle of 
this month. 

Other factors

	11 of our other 12 holdings underperformed the market 
during the month. This we characterise as simply being 
invested in areas of the market away from the pockets 
of strength. Geographically, Japan and Emerging Markets 
outperformed in the month while the UK and Europe were 
down by 4.2% and 2.4%. In terms of sectors, Financials were 
the strongest sector and outperformed by 4%. 

	Most of our companies have reported results for their most 
recent quarter. For those that have reported our assessment 
is they are performing well and within the bounds of our 
expectations. The best measure of this is how we have 
adjusted our valuation – down by less than 1% in the case of 
3M, up in every other case. We also view these businesses 
as trading at discounts to our valuations that range between 
modest and material. 

We will continue to apply our conservative investment approach 
of owning durable, resilient, high quality businesses with strong 
capital structures where they are available at material discounts 
to our intrinsic value. We actively seek disconfirming evidence 
and when we believe we have misappraised a company’s 
competitive strengths, we will not hesitate to sell. We believe 
the disciplined application of these principles will continue to 
generate attractive investment outcomes for our clients over 
time. 
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          IMPORTANT INFORMATION
          Evans and Partners Pty Ltd (ABN 85 125 338 785, AFSL 31807) has prepared this document for information purposes only based on information provided by Equity 

Trustees Limited (ABN 46 004 031 298, AFSL 240975), the Responsible Entity for the Fund. Any information contained in this publication is current as at the date 
specified at the beginning of this report (unless otherwise specified) and is provided by the issuer of the Fund. Neither Equity Trustees Limited nor its related 
entities, directors or officers, guarantees the performance of, or the repayment of, capital or income invested in the Fund. This document should be regarded as 
general information only rather than financial product advice. It has been prepared without taking account of any individual’s objectives, financial situation or 
needs. As such, you should, before acting on any such information, consider its appropriateness, having regard to your objectives, financial situation and needs. We 
strongly encourage you to obtain professional advice and to read the relevant Product Disclosure Statement (PDS) in full before making an investment decision or, 
where available by making an application through the mFund settlement service (mFund) by placing a buy order for units with your licensed broker. A copy of the 
PDS can be obtained by contacting Evans and Partners or referring to the Evans and Partners web site: www.evansandpartners.com.au.

FUND NAME EVANS AND PARTNERS INTERNATIONAL FUND

APIR Code ETL0390AU

ARSN 166 708 792

Responsible Entity Equity Trustees

Number of stocks 10-15

Maximum cash weighting 10%

Maximum single stock weighting 10%

Currency exposure Unhedged

Benchmark MSCI All Countries World Accum Index ex-Australia (A$)

Minimum Investment $20,000

Distribution Frequency Bi-annually

Investment Management Fee 1.25% incl GST

Buy/sell spread 0.10% / 0.10%

Fund Inception 18th February 2014

COMPOSITION OF PORTFOLIO PERFORMANCE 1 MONTH 3 MONTHS  6 MONTHS 1 YEAR
2 YEARS  

(PA)

SINCE 
INCEPTION 

(PA)

Local Currency Return -4.9% -1.9% 7.4% 12.4% 9.5% 9.0%

+/- Currency Impact on Return -1.7% -3.1% -5.9% -13.2% 2.4% 1.4%

Portfolio Return (AUD) -6.6% -4.9% 1.5% -0.8% 11.8% 10.5%

                Performance is net of investment management fees. Inception date is 18th February 2014. Numbers may not sum due to rounding. Since inception return is annualized and assumes reinvestment of distributions. Past 
performance should not be taken as an indication of future performance.

PORTFOLIO CHARACTERISTICS - 12 MONTHS TO OCTOBER 2016

Standard Deviation 12.2%

Realised Beta 0.97

Tracking Error 8.1%

Upside Capture Ratio 1.17

Downside Capture Ratio 0.88


