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PERFORMANCE TO 30 SEPTEMBER 2016 3 MONTHS  6 MONTHS 1 YEAR
2 YEARS  

(PA)

SINCE 
INCEPTION 

(PA)

Portfolio Return (AUD) 7.1% 13.7% 29.4% 14.2% 12.8%

MSCI AC World Accum Index ex-Aust (A$) (hedged) 5.3% 6.9% 11.8% 5.8% 7.6%

Excess Return 1.8% 6.8% 17.6% 8.3% 5.2%
               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.

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

SECURITIES MOVEMENTS FOR THE SEPTEMBER QUARTER

Bought in: None

Sold out: None

Increased holding: Accenture, RELX

Decreased holding: 3M, ITW, GEA Group, Bunzl

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

Nordson 1.19 Bunzl Plc -0.36

GEA Group 1.18 L'Oreal -0.09

Illinois Tool Works 1.14 Compass Group -0.04

Accenture 0.43 3M -0.04

Experian 0.30 Nestle -0.03

HOLDINGS AS AT 30 SEPT 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           PORTFOLIO EXPOSURE BY SOURCE OF REVENUE

Source: Company filings; E&P Analysis 
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MARKET COMMENTARY
International equity markets rose by 5.3% in local currency 
terms in the quarter. Developed markets rose by 4.8%, led by 
an 11.9% gain from Hong Kong while Japan also outperformed 
with a return of 7.2%. Europe appreciated by 5.1% with 
the strongest gains coming from Germany and Spain. The 
United Kingdom rose by 7.0%, helped by the foreign currency 
translation boost to earnings of UK companies from the 
decline in the sterling, while the United States was up by 
3.9%. Returns from emerging markets significantly outpaced 
the developed world with a gain of 7.6%, helped by ongoing 
ultra-accommodative US monetary policy; buoyancy in the 
Chinese property sector, which underpins the health of 
China’s whole financial system; and a change of political 
leadership in Brazil with the recently deposed president 
facing impeachment and her predecessor facing criminal 
prosecution. For the quarter China rose by 13.9%, Brazil 
gained 12.9%, Eastern Europe appreciated by 5.3% and 
Mexico was up by 2.6%. 

Looking at performance by sector, Information Technology led 
the way with a 13.0% gain. Of the majors, Apple was up by 
18.5% on the back of the i-Phone 7 launch; SAP appreciated 
by 20.1% and Intel gained 16.1%, helped by consolidation in 
the semiconductor market. Stronger commodity prices helped 
Materials gain 9.2% while Financials ended the quarter 7.0% 
higher. Utilities fell 3.2%, Consumer Staples was 0.4% lower, 
Health Care was flat and Energy was up 2.3%. 

The focus of the market was broadly on three areas over 
the quarter – central banks (as always); the US presidential 
election; and Deutsche Bank. 
	Central banks – developed market central banks continue 

to push monetary policy ever-further into experimental 
territory. Japan, having taken short term interest rates 
below zero earlier in the year broke new ground by 
targeting a specific yield on the 10-year government 
bond. Not content with distorting interest rates, the Bank 
of Japan said it will double its annual purchases of equity 
securities to Y6tn (US$64bn). Meanwhile the European 
and UK Central Banks began buying corporate bonds for 
the first time. Reflecting the distorting effect the ECB is 
having on capital markets, Henkel, the German consumer 
goods company became the first corporate ever to issue 
bonds with a negative yield by selling €500m of two-
year debt with a -0.05% yield and five year debt at zero 
percent. This was followed by French pharmaceutical 
company Sanofi issuing three-and-a-half year debt with 
a negative yield. In early September €706bn of Eurozone 
corporate bonds were trading with a negative yield - 
equal to over 30% of the entire market, as was a third 
of the developed world’s government bond market. Go 
figure!

	US presidential election – with the US election in its 
home straight the market has begun to focus on potential 
winners and losers and the health care sector is emerging 
as an area of likely increased political attention. Mylan, a 
US drug company, came in for particularly close scrutiny 

during the quarter over price increases it has implemented 
in recent years for its EpiPen product. Wells Fargo ensured 
that the banking sector remains politically vulnerable 
by disclosing that over a number of years more than 2m 
accounts had been opened without customer approval, 
resulting in the dismissal of more than 5,300 employees. 

	Deutsche Bank – in late July the European Banking 
Authority released its annual “stress test” results, showing 
the sector to be broadly well capitalized. However, the 
test did not factor in the effects of negative interest 
rates or the UK withdrawal from the European Union. 
Included in the four least well capitalized banks were 
Unicredit and Deutsche Bank, the largest banks in Italy 
and Germany respectively. An alternative perspective on 
capital adequacy was provided by researchers at New 
York University who found that Europe’s banks would 
need to raise more than €253bn in fresh capital to meet 
the robust standards specified by the US Federal Reserve, 
rising to more than €572bn in a crisis situation. The only 
two banks to fail the US Fed’s 2016 stress test were the US 
subsidiaries of European banks – Deutsche Bank, for the 
second year running, and Santander of Spain.
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PORTFOLIO PERFORMANCE
The Evans & Partners International Fund (Hedged) 
appreciated by 7.1% for the quarter, outperforming the 
broader market by 1.8%. Key positive contributors to 
performance were Nordson, GEA Group, Illinois Tool Works 
and Accenture. 
	Nordson – Nordson announced exceptionally strong 

results for their quarter ended July, with orders up by 
16% and EPS increasing by 28%. Two factors are helping 
drive this strong growth. Firstly, Nordson has done a 
very good job over the years in product “tiering”, or 
creating less feature-rich versions of their main product 
offering to address price sensitive markets. More recently 
this concept has been used in products sold into the 
mobile phone market, on the back of which Nordson is 
getting very strong traction with Chinese phone makers. 
Secondly, in the semiconductor market microprocessors 
are increasingly being made thinner and stacked on top 
of each other. For these “3D chips” Nordson dispenses 
adhesives between each layer in a process demanding 
high levels of precision. On top of this, 3D chips require 
x-ray surface inspection to test that they are free of 
impurities and Nordson is the world leader in this 
inspection market. 

	GEA Group – at its half year results GEA showed an 
improving rate of organic growth, driven by product 
innovation, both by GEA and its customers. In the 
pharmaceutical market GEA won an industry award 
for Best Manufacturing Technology and Equipment 
based on its continuous manufacturing platform for 
turning powder into tablets. GEA is also benefitting from 
innovation in the processed dairy market which often 
requires investment in new production equipment. GEA 
appears to be working through some of the distraction 
caused last year by the early stages of the restructuring 
program and there are encouraging signs of not only 
the promised cost savings but of the revenue benefits 
that the new organisational structure has been designed 
to deliver through more effective engagement with 
customers.

	Illinois Tool Works – ITW’s June quarter result showed 
modest revenue growth but profit margins that continue 
to rise from already impressive levels. ITW’s group EBIT 
margin increased to 24.7% for the quarter, up by 180bp 
yoy. Six of ITW’s seven divisions earn an EBIT margin 
above 25%. Impressively, Welding, the division under the 
most cyclical pressure due to weak spending from the 
oil and gas end markets still earned a margin of 24.9%, 
despite revenue being down 20% from the peak. Early 
in the quarter ITW completed its largest acquisition for 
a number of years, that of auto components company 
EF&C in Europe for $450m. Like ITW’s existing automotive 
OEM business, EF&C sells highly specialized products 
and ITW expect an after-tax return on capital from the 
acquisition of 16-19% by year seven. 

	Accenture – Accenture continues to impress us with its 
ability to not only retain relevance but deepen its client 
relationships and consistently gain share in an information 
technology market where client needs are evolving rapidly. 
40% of Accenture’s revenue now comes from cloud, digital 
and security services. Demonstrating its ability to prosper 
despite the challenges of its particular end markets, 
Accenture generated revenue growth of 8% in Europe in 
its August quarter, while for the financial services market 
globally it grew revenue by 9%. 

The main detractor to performance for the quarter was Bunzl. 
Bunzl’s underlying growth has been flat to very modestly 
positive over the last couple of years, and was just 0.1% in 
the six months to June. Growth is being held back by the 
deflationary effects of lower platstics prices as well as general 
weakness in end markets such as food service, lodging and 
general retail. Bunzl continues to be an active acquirer in a 
highly fragmented market. Buying small, often family-owned 
businesses on 7-8x pre-tax earnings generates a high return on 
capital and helped EPS grow by 8% at constant-currency in the 
June half. 
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BANKS – WHY OWNERSHIP STRUCTURE 
MATTERS
The cost of capital, while a mundane sounding concept, has 
an enormous influence on the wealth an economy creates, 
the rate at which it grows and how it is distributed. Capital 
is finite and how it is priced influences how it is allocated – 
ideally to the most productive uses. Central bank monetary 
policy influences the generic “risk free” rate across the 
economy, while the “risk premium” applied by lending banks 
will determine the interest rate a borrower pays. 
If capital is priced too high projects with sound economic 
rationale will be denied funding; priced too cheaply and funds 
will be allocated to low-returning projects, sucking resources 
from more productive uses. If a factor other than price is 
used to allocate capital – such as political considerations or 
corporate relationships between a bank and its borrower – 
then misallocation of capital is a near certainty. 

In this section we look at the potential for mispricing and 
misallocation of capital to arise in a financial system due to 
the presence of banks with “non-commercial” operating 
models. We look at the major types of non-commercial banks; 
the developed countries in which they have a significant 
market share; and evidence that the presence of non-
commercial banks impedes the efficient allocation of capital, 
to the detriment of the profitability of the corporate sector 
and of economic growth and productivity. We will conclude 
with some thoughts on how we incorporate this into our 
investment decisions. 

Non-commercial bank models
There are four broad types of ownership models for banks 
that can be described as “non-commercial”:
	Savings banks – savings banks are publicly owned, usually 

by a local or regional government. Savings banks have a 
clear, regional focus and are expected to support their 
local economy. 

	Co-operative banks – co-operative banks are owned 
by their customers and each member is entitled to one 
vote. They are expected to support the people and 
organisations that bank with them and, like savings 
banks, have a regional focus. 

	Foundations – banking foundations are a particularly 
Italian institution. When the Italian government sold its 
interest in banks in the 1990s ownership passed to 88 
non-profit groups. Dividends from the banks fund the 
charitable activities of these foundations. 

	Postal savings banks – post banks are, like savings banks, 
publicly owned but they operate via the post office 
networks and have a national presence. Postal savings 
banks are significant in Japan and China but also present 
in the UK, France, and Brazil. During the quarter the 
Postal Savings Bank of China was floated on the Hong 
Kong stock exchange, valuing the business at US$50bn, 
though it remains majority government owned and 
controlled. 

Our proposition is not simply that banks with a non-commercial 
ownership model will earn sub-par returns on equity capital. 
We contend that the significant presence of non-commercial 
banks systematically underprices risk and misallocates capital, 
such that:

(a) commercial banks also earn sub-par returns on capital 
– they have to offer higher rates of interest and lower 
rates on loans to compete with their non-commercial 
peers;

(b) the non-financial corporate sector earns sub-par 
returns on capital – as the banking system underprices 
capital and allocates it to sub-optimal uses, returns 
earned on invested capital are suppressed; and

(c) the development of non-bank debt and equity 
capital markets as a source of corporate funding is 
constrained – due to these markets being priced out 
by the sub-commercial terms offered by the banking 
system. 

Countries with significant non-commercial bank penetration
Let’s now look at how these models are applied in the various 
developed countries where they are significant and how 
their governance and mandates may distort the pricing and 
allocation of capital, starting with Europe. 
Germany
	Savings banks – Germany’s savings bank sector comprises 

two types of banks. Sparkassen are local banks and are 
required by law to provide financial services to all citizens 
and local enterprises regardless of their financial situation, 
and to operate only within their own municipality. 
Landesbanks are regional banks and are part owned 
by their local sparkassen. They are not constrained 
geographically and focus on corporate lending. 
There are very close links between politics and 
management of Germany’s savings banks. By law, 
representatives of the local government account for 
two-thirds of the supervisory boards and the chair of 
the supervisory board is held by the head of the local 
government. The supervisory board in turn appoints 
the bank’s management. The bank’s credit committee is 
formed primarily by members of the supervisory board. 
Germany’s savings banks have used their political influence 
to bend regulatory rules in their favour, such as exemption 
from EU rules on minimum capital requirements.  

	Co-ops - there are around 1,100 co-operative banks in 
Germany, which mostly aim to serve the interests of their 
18 million members, usually farmers or small businesses. 
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France
	Co-ops - the co-operative sector in France operates 

under three distinct groups – Banques Populaires Caisses 
d’Épargne, Crédit Mutuel and Crédit Agricole. Each 
consists of a network of local banks and a powerful 
central institution whose publicly traded shares are 
owned by the co-ops as well as by retail and institutional 
investors. Until the mid-1980s the co-operative 
groups were all controlled by the French government. 
Interestingly, over the last two decades co-ops have 
acquired several large commercial banks, including Crédit 
Agricole’s takeover of Crédit Lyonnais in 2003. Until 2009 
only co-operative banks could offer the widely-held 
“Livret A” tax-free savings accounts. 

Spain
	Savings banks – Spanish savings banks, or Cajas, are 

structured as foundations but operate as public/ co-op 
hybrids. Local and regional governments have voting 
rights of up to 50%, with the balance held by employees, 
unions and depositors. A portion of their profits is 
dedicated to investments with a public interest while a 
portion is paid to the government. The Spanish savings 
banks have historically been exposed to far-reaching 
political intervention. The power of public authorities 
over the Cajas’ governing bodies was increased by 
legislation in 1985 through which the president of the 
board, usually appointed by the local government, 
assumed greater powers. 

	Co-ops – credit co-operatives are relatively small in 
the context of the Spanish banking system and are 
predominantly rural banks. 

Italy
	Foundations - in 1990 under the Amato banking reform 

Italy’s savings banks were privatized by transferring 
ownership of the majority of the shares to private 
charitable foundations. However, the influence of local 
government was preserved - about half the foundations’ 
Boards are elected by local authorities and the local 
mayor is usually appointed as the foundation’s President. 
The foundations, in turn, have voting rights that far 
exceed their economic interest. For instance, in Italy’s two 
largest banks, Unicredit and Banca Intesa, foundations 
nominate at least 80% of the board’s members despite 
owning only 9% and 25% of the equity respectively. 

	Co-ops – there are two categories of banking co-
operatives in Italy. The first is the Banche di Credito 
Cooperative and the second and larger category are the 
Banche Popolari and can list their shares on the stock 
exchange. In both categories all members have one vote. 

Note that Netherlands, Switzerland and Austria could be 
added to the above list of European countries with significant 
non-commercial banking penetration but we have restricted 
our analysis to the four largest European economies. 

Japan
	Postal Savings – Japan’s Postal Savings Bank holds about 

22% of Japan’s bank deposits, most of which is invested in 
Japanese government bonds. 

The definition of “non-commercial bank” we have been using 
does not capture three other highly impactful categories of 
non-commercial influence in the Japanese banking system: 
	Regional banks – although nominally commercial, 

regional banks with strong ties to local enterprises and 
governments account for 16% of deposits and 22% of 
loans. 

	Keiretsu banks – this structure is Japan’s super-sized 
version of co-operative banks under which a group of 
companies across various industries share interlocking 
business relationships and cross-shareholdings. At the 
centre of each keiretsu is a bank. Examples of such groups 
include the Mitsubishi, Sumitomo and Mizuho groups. 
Commercial banking in Japan is dominated by keiretsu 
banks. 

	The Ministry of Finance – the Japanese government, via 
the MOF has historically been highly interventionist in the 
banking system, using banks as an instrument of industrial 
policy and pressuring them to roll-over loans to struggling 
companies to avoid layoffs of workers and the impairment 
of capital on bank balance sheets. 

In a 2003 paper titled Unnatural Selection: Perverse Incentives 
and the Misallocation of Credit in Japan, Joe Peek and Eric 
Rosengren found that Japanese firms are far more likely to 
receive additional credit if they are in poor financial condition, 
and that these firms continue to perform poorly after receiving 
additional bank financing. They found the misallocation of 
credit to be greatest for lenders with a strong corporate 
affiliation to borrowers and for government controlled banks. 
They also found that although banks have the incentive to 
evergreen loans to troubled borrowers rather than foreclose 
and recognize losses, they did so under explicit government 
pressure. 

The influence of non-commercial banks on corporate sector 
profitability
It is reasonable to expect that non-commercial banks, 
operating under a mandate to support their local economy, 
will charge a lower interest rate on loans than a purely 
commercial rate; be more tolerant of borrowers struggling 
to service their loans; and offer a higher rate of interest on 
deposits. One would also expect the for-profit banks to match 
these subsidized terms and that this will in turn to suppress 
their profitability. To test this we compare the return on 
equity earned by banks in the above five countries to those in 
Australia, the USA, the UK and Canada where non-commercial 
banks have a smaller share of the financial system. 
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	Australia - the presence of non-commercial banks in 
Australia is the lowest of any major developed country. 
State banks and the Commonwealth Bank of Australia 
were privatized in the 1980s and 1990s and co-operative 
banks and building societies demutualized over the same 
period. 

	Canada - In Canada credit unions under the Desjardins 
umbrella have a meaningful share of the market 
for household savings and credit in Quebec but not 
elsewhere. 

	UK and the USA - co-operative banks have a 20% and 
12% share respectively of household deposits in the UK 
and USA respectively. Unlike France and Italy, where 
central institutions that sit on top of a group of co-
operative banks can turn local savings into loans for large 
corporations, co-ops in the UK and USA act independently 
and locally and strictly for retail deposits and loans. So, 
it is reasonable to expect that their impact should be 
less than in the other five countries, and far lower in the 
corporate sector of the economy. 

It can be seen from the following chart that, with the 
exception of Spain, in the 10 years leading up to the financial 
crisis returns on equity earned by the banking sector were 
in fact lower for the countries where non-commercial banks 
had a significant presence than for the comparator countries. 
Spanish banks, of course, benefitted over this period from 
a spectacular real estate boom coupled with thin levels of 
shareholders’ equity. Note that countries with a significant 
presence of non-commercial banks are in grey. 
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The presence of non-commercial banks impedes the normal 
commercial process of capital being allocated to its most 
productive use. One would expect this to be evidenced by a 
lower return on capital earned by businesses in the general 
non-financial sectors of the economy. It can be seen from the 
chart below that returns in the five countries with the most 
significant non-commercial banking presence over the 10 
years leading up to the financial crisis were indeed lower than 
in the four comparator countries. 
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In a 2008 paper on “zombie” lending in Japan, Ricardo 
Caballero, Takeo Hoshi and Anil Kashyap showed that 
forbearance lending to impaired companies did indeed reduce 
profitability of their healthy competitors. They showed that 
over the mid-1990s to early 2000s one-third of publicly-traded 
Japanese firms were on “life support”. By keeping these zombie 
firms alive, the banks distorted competition throughout the 
rest of the economy, discouraged the creation of new firms, 
and stifled productivity, job creation and economic growth. 
Throwing good money after bad also meant Japanese banks 
were never able to earn their way back to health. 

While certainly not the only factor at work, logic and evidence 
both strongly indicate that the presence of non-commercial 
banks in the four European countries and Japan has negatively 
impacted profitability of the corporate sector relative to the 
other developed countries. 

Impact of non-commercial banking on depth of non-bank 
capital markets
We mentioned earlier that non-commercial banks will on 
average charge a less-than purely commercial rate of interest 
to corporate borrowers. As such, the high penetration rates 
of these banks may partly explain the under-development of 
the corporate bond market in continental Europe and Japan. 
In fact, the percent of non-financial corporate debt that is 
accounted for by publicly traded bonds rather than bank loans 
is just 21% in Europe and about 20% in Japan compared to 
52% in the US. This matters because a deep public debt capital 
market provides a more diversified source of funding for 
corporate borrowers and reduces the systemic risk that comes 
with over-reliance on the domestic banking system.

Impact of non-commercial banking on banking reform
Banking reforms in Europe have, to date, focused on higher 
capital adequacy and tighter regulation. However, politically 
influential savings and co-operative banks in Europe are 
impeding the process of implementing more conservative 
minimum regulatory capital requirements and more 
rigorous banking supervision. Furthermore, there has been 
little evidence of appetite to fundamentally change the 
ownership structure of non-commercial banks, and enormous 
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political resistance to any suggestions along these lines.  
This perpetuates the economic risk that comes with an 
undercapitalized banking system that requires but does not 
command the confidence of global financial markets. 

What this means for investing
While we are very much bottom-up investors and select 
companies based on their own merits, we are also cognizant 
that the economics of a business can be impacted by the 
system in which it operates. As such, we have been wary 
of investing in countries where banks are used as tools of 
government industrial policy or are susceptible to political 
influence that supports weak borrowers and impedes 
capital allocation – this would include Japan, Brazil, China 
and much of Europe. We are also wary of asset and labour-
intensive industries that are politically sensitive and where 
the government can support excess capacity through their 
influence on bank lending – this includes sectors such as steel, 
utilities, automotive manufacturing and aerospace. Finally, we 
avoid investing in banks altogether. In addition to our strong 
aversion to balance sheet leverage and opacity, commercial 
banks in most countries face competitors whose objectives 
are not wholly commercial, depressing returns and increasing 
risks for all banks. 

PORTFOLIO CHANGES
During the quarter no stocks were added or removed from the 
portfolio.
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STOCK FOCUS – EXPERIAN PLC
Experian is one of the world’s largest and most interesting 
data and analytics businesses. It holds credit data on 
918 million people and 107 million businesses, as well as 
marketing data on 700 million people. Experian’s credit 
bureau activities account for half its revenue and last year 
Experian delivered 1.7 billion credit reports. These reports 
help lenders such as banks to make better-informed credit 
decisions and set terms for new accounts. A credit bureau 
functions as a contributory database – all the banks in a 
particular country will submit all of their data on borrowers 
and repayments each billing cycle to the credit bureaus in 
that country. This data is then supplemented by literally tens 
of thousands of additional data sources (12,000 in the case 
of the US, 64,000 in Brazil). When you factor in requirements 
around data security and the value of a database that has 
been built up over many years, it is clear that the barriers to a 
new entrant in this market are enormous. An additional 13% 
of Experian’s revenue comes from analytics, which is software 
to help banks process the raw credit data to produce a credit 
score. In many markets analytic tools are sold in conjunction 
with the credit data, making Experian deeply embedded in 
a bank’s credit decisioning processes. The analytics business 
also help organisations, including governments, in identity 
verification and fraud prevention. 

Experian has a significant business in Marketing Services. 
This draws on Experian’s strength in data management and 
analytics to assist an organisation pull together and cleanse 
data from many different sources to identify accurately who 
their customers are. Experian can help a client to design 
loyalty programs and plan and execute marketing campaigns 
across different media. 

Experian has strong underlying growth drivers and earns 
a very attractive profit margin. Management is doing 
an admirable job of both protecting the franchise and 
intelligently allocating capital. 

STOCK FOCUS – ACCENTURE
Accenture is one of the world’s largest IT consulting and 
outsourcing business. Accenture focuses on serving the world’s 
largest companies with complex, global projects, and it counts 
as clients 92 of the Fortune Global 100 companies and 75% 
of the Global 500. There are around 130 “Diamond” clients 
that spend more than $100m a year with Accenture. Client 
relationships are deep and long-tenured – 99% of Accenture’s 
top 100 clients have been with them for more than five years, 
and 92% for more than ten. As with its client relationships, 
Accenture’s staff tenure and retention metrics are impressive 
– the CEO and CFO have both been with the company for more 
than 30 years, while for the top 5,000 employees average 
tenure exceeds 15 years. 

Accenture has evolved and enriched its offering to clients over 
time to help clients adapt to their changing environments 
and by doing so it has both remained relevant and gained 
market share. Accenture is the largest worldwide installer of 
SAP, Oracle, Microsoft and saleforce.com, amongst others, but 
solutions that fall under the mobile, social, digital, analytics 
and cloud umbrella are now approaching half of its revenue. 
Accenture hires around 100,000 new employees each year, and 
the company has managed this growth along with the evolving 
skill-sets needed impressively. Almost two-thirds of employees 
reside in low-cost countries as part of the “Global Delivery 
Network”, allowing Accenture to both remain cost competitive 
and facilitate cost reduction for its clients.

Accenture’s breadth across geographies and industries gives 
it robustness that we value. It operates across every sector 
of the economy, including public sectors such as health and 
education, and does so in 120 countries. In 2009 Accenture’s 
EPS fell by just 7.5%, demonstrating its resiliance in the face of 
economic stress. In its fiscal year ended August 2016 Accenture 
earned an EBIT margin of 14.9% and an after-tax return on 
invested capital of almost 50%. It is conservatively financed and 
has net cash of almost US$4bn. 
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International Fund (Hedged)

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 (A$) (hedged)

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 - 12 MONTHS TO SEPTEMBER 2016

Standard Deviation 8.4%

Realised Beta 0.60

Tracking Error 6.5%

Upside Capture Ratio 1.13

Downside Capture Ratio -0.27
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GENERAL RESEARCH DISCLAIMER, WARNING & DISCLOSURES 
This document is provided by Evans and Partners ABN 85 125 338 785, holder of AFSL 318075. 

The information is general advice only and does not take into consideration an investor’s objectives, financial situation or 
needs. Before acting on the advice, investors should consider the appropriateness of the advice, having regard to the investor’s 
objectives, financial situation and needs. If the advice relates to a financial product that is the subject of a Product Disclosure 
Statement (e.g. unlisted managed funds) investors should obtain the PDS and consider it before making any decision about 
whether to acquire the product. 

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. Investors should be aware that past performance is not an infallible indicator of future 
performance and future returns are not guaranteed. 

Any opinions and/or recommendations expressed in this material are subject to change without notice and Evans and Partners is 
not under any obligation to update or keep current the information contained herein. References made to third parties are based 
on information believed to be reliable but are not guaranteed as being accurate. 

This document is provided to the recipient only and is not to be distributed to third parties without the prior consent of Evans and 
Partners. 

EVANS AND PARTNERS DISCLOSURE OF INTERESTS 
Evans and Partners and its respective officers and associates may have an interest in the securities or derivatives of any entities 
referred to in this material. 

RESEARCH ANALYST CERTIFICATION 
I, Stephen Arnold, hereby certify that all the views expressed in this report accurately reflect my personal views about the 
subject investment theme and/or company securities. I also certify that no part of my compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed in this report. 

RESEARCH ANALYST DISCLOSURE OF INTEREST 
I, Stephen Arnold, and/or entities in which I have a pecuniary interest, have an exposure to the following securities and/or 
managed products: Evans & Partners International Focus Portfolio and Evans and Partners International Fund. 

DISCLAIMER 
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.


