
EVANS &  PARTNERS 1

M A RC H 2020 Q UA RT E R R E P O RT
For fund investor use only. The views expressed herein are part of a wider portfolio investment strategy and should not be considered 
in isolation.

Evans and Partners International Fund 
(Hedged)

PERFORMANCE TO 31 MARCH 2020

3 MONTHS 6 MONTHS 1 YEAR
3 YEARS  

(P.A.)
5 YEARS  

(P.A.)

SINCE 
INCEPTION 

 (P.A.)

Portfolio return (AUD) -22.4% -17.5% -5.8% 4.6% 7.1% 8.3%

MSCI AC World Accum Index ex-Aust (AUD) 
(Hedged) -20.9% -14.8% -11.6% 1.4% 3.5% 5.6%

Excess return -1.5% -2.7% 5.8% 3.2% 3.6% 2.7%

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.

CONTRIBUTION TO PORTFOLIO RETURN – QUARTER  
MARCH 2020 (%)

TOP THREE BOTTOM THREE

Microsoft Corp 0.72 Booking Holdings Inc -2.36 
Nordson Corp 0.29 Lowe's Co Inc -2.03 
Accenture PLC 0.17 Ross Stores Inc -1.43 

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

SECURITIES MOVEMENTS FOR THE QUARTER OF MARCH

Bought in Sherwin-Williams, Microsoft 
Sold out Nordson 
Increased holding Accenture, Automatic Data Processing, 

Broadridge, CDW, Visa 
Decreased holding Adidas, Alphabet, Booking, Equifax, 

Lowes, Ross Stores, Sika 

TOP FIVE HOLDINGS AS AT 31 MARCH 2020

REGION SECTOR

ADP US Business Services
Alphabet US Information Technology
Aon US Financial Services
Microsoft US Information Technology
Visa US Financial Services

Please note the top five holdings of the portfolio are in alphabetical order.

MARKET COMMENTARY

International equity markets fell 20.9% over the March quarter (all 
figures are in AUD unless noted otherwise). As COVID-19 cases spread 
exponentially across the globe, countries went into lockdown in a bid 
to contain the outbreak. Consequently, numerous customer-facing, 
service sectors were switched-off, demand in most other sectors 
dropped precipitously and millions of employees were furloughed or 
retrenched. This unprecedented situation caused a rapid reappraisal 
of the global economic outlook and led to significant declines in equity 
prices, across both the developed and emerging markets. Relatively 
fast policy responses, compared with historical standards, by both 
central banks and governments helped to limit the downside in equity 
and corporate bond prices during March. Conversely, government 
bonds benefited from a flight to safety. The Australian equity market, 
underperformed global equities, falling 23.3% over the same period. 

The US equity market declined 19.8%. As the virus spread and 
confirmed cases broke through 100,000 in late March, the economic 
fallout was already being felt. Jobless claims surpassed three million 
in the final week of the quarter, a trend that has continued into the 
beginning of the June quarter. The Federal Reserve responded to the 
crisis by cutting the range for its benchmark target interest rate to just 
0.00% to 0.25% and is undertaking numerous programs to support 
market liquidity, including making or supporting a range of loans and 
conducting securities purchases. The US Senate passed a landmark 
$2 trillion fiscal stimulus package which included cash payments 
to individuals, expanded unemployment benefits, state and local 
government aid, a $500 billion Treasury loan and guarantee scheme 
and $350 billion for SME loans. 

European equity markets fell 21.8%. Countries across Europe 
imposed their own restrictions and lockdown measures however, the 
decline in economic activity was relatively consistent. The European 
Central Bank (ECB) announced the Pandemic Emergency Purchase 
Programme (PEPP) that comprised a $750 billion funding package 
for government bonds, corporate bonds and other asset purchases. 
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Individual governments also announced their own stimulus packages, 
in a bid to offset the significant impact the shutdown was having on 
businesses and households. The UK market experienced an 23.9% fall 
as the pound hit a multi-decade low against the US dollar. The Bank of 
England reduced interest rates by 65 basis points to 0.10%, in addition 
to the government’s increased fiscal spending, to help support the 
economy through this period.

Emerging market equities fell 19.1% for the quarter, with some large 
detractors including Brazil (down 35.8%) and Russia (down 21.9%). 
A relatively strong US dollar was a significant headwind for many 
of these emerging economies, as US denominated debt rose in real 
terms. The large drop in equity prices in countries such as Brazil was 
partly ameliorated by China, with the A market declining only 1.4%, 
as domestic economic activity gradually resumed towards the end of 
the quarter.

Most sectors saw large declines with Energy (-41.1%) the most 
prominent mover for the quarter, as WTI Crude oil prices fell heavily, 
to ~$20 per barrel. Selling in the sector continued as a weaker demand 
outlook for oil took hold. Financials (-29.5%) were also hard hit as 
expected pressures from economic shutdowns and a flattening yield 
curve impacted the pricing of leveraged financials. On a relative basis, 
Health Care (-10.6%) was the least hard hit of the sectors. 

PORTFOLIO PERFORMANCE

The Evans & Partners International Fund (Hedged) declined 22.4% for 
the quarter, underperforming the broader market by 1.5%, which saw 
a 20.9% delcine on a net basis (includes dividends). Numbers may not 
add due to rounding. 

Key contributors to performance for the quarter were Microsoft 
and Nordson:

 ▪ Microsoft – Microsoft was a strong portfolio performer during the 
quarter. The position was acquired opportunistically during the 
recent market volatility and we remain confident in the resilience 
of the underlying business model, despite macroeconomic 
uncertainty. Refer to Portfolio Changes – Stocks added to the 
Portfolio for more details on Microsoft.  

 ▪ Nordson – Given strong price appreciation, we sold our remaining 
position in the company during the quarter, prior to the market 
sell-off. The sale was based on valuation considerations. Whilst we 
still consider this a high-quality business, at the time of disposal 
it was trading at 28.3x next-twelve-month earnings and a 24% 
premium to our estimated valuation.

PORTFOLIO CHANGES – STOCKS ADDED TO 
THE PORTFOLIO

Sherwin-Williams (SHW) – We recently added SHW to the portfolio. 
As one of the global leaders in the paint and coatings industry, the 
company’s brand equity, positioning, and scale provide an attractive 
investment proposition. The company has raised their dividend for 
41 successive years and have grown their earnings by ~13% p.a. from 
2007 to 2019. This period included the largest US housing crash in 80 
years and a paint volume contraction of ~25% in their core US market. 
Despite this, the company’s free cash flow declined by only 3% in 
2008/2009 and they kept raising their dividend while maintaining a 
buyback program. We believe a strong competitive position, resilient 
earnings, and shareholder friendly capital allocation provide an 
attractive five-year outlook. At our entry price, the company traded 
at 22x next twelve-month earnings and a 23% discount to our 
estimated value.

Microsoft (MSFT) – Market volatility allowed us to purchase a position 
in a company we have long-admired. The company has a collection of 
high-quality businesses including Office, Server Products, Windows, 
and a rapidly growing cloud business (Azure). Each of these businesses 
are well established and have dominant market positions, high 
value-to-cost, pricing power, network effects, and a large recurring 
revenue base. They are deeply embedded in customer workflows 
where switching costs are high due to integration within IT systems 
and processes (e.g. Windows) as well as user familiarity. The company 
meets all our financial criteria with strong top-line growth, high 
margins, a significant net cash position, and strong returns on capital 
invested. At our entry price, the company was trading at 22x next 
twelve-month earnings and an almost 20% discount to our estimated 
intrinsic value.

PORTFOLIO CHANGES – STOCKS REMOVED FROM 
THE PORTFOLIO

Nordson (NDSN) – Refer to Portfolio Performance for more details 
on Nordson.
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FUND NAME
EVANS AND PARTNERS 
INTERNATIONAL FUND (HEDGED)

APIR Code ETL0391AU

ARSN 166 708 407

Responsible Entity Equity Trustees

Number of stocks 10 - 15

Maximum cash weighting 10%
Maximum single stock weighting 10%

Currency exposure Hedged

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

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

PORTFOLIO CHARACTERISTICS – 3 YEARS TO MARCH 2020

Standard deviation 14.9%

Realised beta  0.97 

Tracking error 5.3%

Upside capture ratio  1.03 

Downside capture ratio  0.88 

IMPORTANT INFORMATION

The Evans and Partners International Fund – Hedged (“Fund”) is issued by Equity Trustees Limited (ACN 004 031 298, AFSL 240957) (“Equity Trustees”) as the Responsible Entity for 
the Fund. Equity Trustees is a subsidiary of EQT Holdings Limited (ACN 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX:EQT). This document has 
been prepared by Evans and Partners Pty Ltd (“Evans and Partners”) (ACN 125 338 785, AFSL 318075), the Investment Manager of the Fund, for information purposes only based on 
information provided by Equity Trustees. The information in this document is general information only and does not take into consideration any particular investor’s objectives, financial 
situation or needs.

Before acting on any information within this communication you should consider the appropriateness of it having regard to your own particular circumstances, objectives, financial 
situation and needs. This document is not intended to be a research report (as defined in ASIC Regulatory Guides 79 and 264). Unless otherwise indicated, all views expressed herein are 
the views of the author and may differ from or conflict with those of others within the Evans Dixon group. The views expressed herein should be considered as part of a wider portfolio 
investment strategy applicable to the relevant fund or model portfolio and should not be considered in isolation or relied on to make an investment decision without seeking further 
information and/or advice from a financial adviser. Where a reference is made to a recommendation from an Evans and Partners Research Analyst, it is merely a restatement, summary or 
extract of the most recent Evans and Partners research report relating to the relevant financial product and a copy of the original report may be obtained from your adviser or from our 
website at www.evansandpartners.com.au/research.

The Fund is issued under a Product Disclosure Statement dated 4 October 2018 (“PDS”) and you should obtain a copy of this and read it 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 website: www.evansandpartners.com.au. The material contained in this document is for information purposes only 
and does not constitute an offer, solicitation or recommendation with respect to the purchase or sale of securities. It should not be regarded by recipients as a substitute for the exercise 
of their own judgment. Readers should be aware that past performance should not be construed as an indication of future performance and that future returns are not guaranteed. 
Fees and charges may apply. Except for any liability which cannot be excluded, Evans and Partners, its directors, employees and agents accept no liability or responsibility whatsoever for 
any loss or damage of any kind, direct or indirect, arising out of the use of all or any part of this material. All information is correct at the time of publication; additional information may 
be available upon request. This document remains the property of Evans and Partners and must not be forwarded or otherwise distributed to any other recipient without the express 
written consent of Evans and Partners.

MSCI AC World Accum Index ex-Aust (AUD) (hedged) Index source: MSCI. Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes 
any express or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties 
of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any such data. Without limiting any of the foregoing, in no event shall MSCI, any of its 
affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, special, punitive, consequential or any other damages 
(including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express written consent.


