
 

Perennial Growth Australian Shares Trust 
Monthly Report as at 31 January 2013 

 

 

 
Month 

% 

3 Months 

% 

Financial 

YTD % 

1 Year 

% 

2 Years 

% p.a. 

3 Years 

% p.a. 

5 Years 

% p.a. 

Perennial Growth Australian Shares Trust* 5.2 9.7 22.5 18.1 4.3 5.1 0.5 

S&P/ASX 300 Accumulation Index 5.0 8.9 21.9 19.6 5.7 6.7 1.5 

Value Added (Detracted) 0.2 0.8 0.6 -1.5 -1.4 -1.6 -1.0 

Net Performance 5.1 9.4 22.4 17.6 3.6 4.4 -0.2 

* Gross Performance. Past performance is not a reliable indicator of future performance. 

 

 The Trust outperformed the Index return by 0.2%. 

 Computershare (up 16.5%), Lend Lease (up 11.6%) and National Australia Bank (up 9.4%) all 
contributed to performance. 

 Most commodity markets were stronger with nickel (up 7.4%), iron ore (up 5.2%), Brent crude 
(up 4.0%) and copper (up 3.1%) all rising. 

        

Trust Performance Overview 
The Perennial Growth Australian Shares Trust (the Trust) 
closed up 5.2% in January, outperforming the 
S&P/ASX300 Accumulation Index (the Index) by 0.2%, 
with the Index finishing up 5.0% for the month. ` 
 
The top performer during the month was Computershare 
(up 16.5%). Computershare’s performance this month 
reflects the market’s view on the leverage the business 
has to improving market conditions and specifically the 
potential for this to lead to increased corporate activity. 
While the company has less leverage than in previous 
cycles it will be a driver nonetheless. Over the course of 
this year, subject to further improvements in the major 
economy’s’ prospects, we would expect the current level 
of mergers and acquisition to increase. 
 
Lend Lease (up 11.6%) contributed strongly during the 
month, on the back of a very successful period of contract 
awards for its UK Construction and Development 
business. During the month, Lend Lease was awarded a 
GBP170 million construction contract for a mixed use 
development in London, received planning approval for its 
own GBP1.5 billion Elephant and Castle mixed use 
development in South London, and a GBP240 million 
contract to deliver student accommodation across the UK. 
Lend Lease is capitalising on the early signs of recovery in 
UK construction activity (particularly London) which will 
add to earnings in FY14 and beyond.  
 
Also contributing positively was National Australia Bank 
(up 9.4%). The bank performed strongly during the month 
as a number of underlying industry factors began to move 
in its favour. The company’s UK banking division has been 
an ongoing problem and while it continues to lose money, 
it is being restructured and operating conditions in the UK 
market are finally beginning to show some improvement. 
UK bank stocks have been exceptionally strong in recent 
months, also helping sentiment. And while business  
 

 

conditions in Australia are challenging, recent surveys 
would suggest that at least they are stable. As the largest 
lender to business in Australia, this impacts NAB to a 
greater extent than the other majors. Lastly, funding costs 
are finally declining for the banks. Offshore borrowing 
costs are down close to 1.0% in the past nine months and 
while the deposit market is still competitive in Australia, it 
has also stabilised. This will help maintain (and maybe 
even improve) interest margins over 2013. We still see 
NAB as offering the greatest valuation upside of the four 
major banks. 
 
The most significant detractor to performance was 
PanAust (down 11.7%). The company provided its 
quarterly production report, and while December quarterly 
production was largely in line with expectations the 2013 
outlook disappointed. Forecast production and EBITDA 
guidance for 2013 were below expectations as a result of 
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pit wall instability limiting access to higher grade iron ore 
during the first half, with access being restored in the 
second half of 2013. The company is revising its life of 
mine schedule which is due for completion during the 
March 2013 quarter which raised concerns around longer 
term sustainable production rates. 
 
Incitec Pivot (share price was flat during January) also 
detracted value during the month. The main driver of the 
underperformance was the deteriorating near term outlook 
for the Fertiliser Division due to difficult seasonal 
conditions in Australia and weaker fertilizer prices. 
Notwithstanding these issues, we expect Incitec’s 
Fertiliser Division earnings to recover from the very poor 
FY12 result as trading losses will not be repeated. The 
key attractions to Incitec remains intact: material valuation 
upside, the improving ROIC profile following a period of 
heavy capex on the Moranbah ammonium nitrate plant, 
recovering US Explosives earnings and the attractive 
duopoly industry structure.  
 

Trust Activity 
We elected to further reduce Commonwealth Bank of 
Australia’s position in the Trust and add to our position in 
National Australia Bank. This was driven by our assessed 
valuation differential. 
 
We increased the Trust weight in Worley Parsons during 
the month. Worley Parsons’ 1H 2013 earnings growth are 
expected to be below trend due to one-off restructuring 
charges in the Australian Minerals Division and project 
delays in Canada. This has led to the stock lagging the 
market rally in recent months, despite the improving 
outlook for global growth and hence capital investment.  
Worley Parsons is a high quality, globally successful 
company with a long track record of superior ROIC and 
growth. Worley Parsons has a differentiated business 
model with global specialist technical hubs for superior 
design solutions, combined with local office networks for 
superior delivery capability.  
 
We took advantage of weakness in the share price of the 
two gold stocks within our Trust and added to our position 
in Newcrest Mining and Regis Resourceson. We also 
increased the holding in Oil Search. 
 
We exited the Trust’s position in Seek as our valuation 
target was reached. In addition, the recent run of weak 
employment data, a primary driver of Seek’s largest 
business, is likely to see some shorter term expectations 
of earnings revised downwards.  
 
We also sold the Trust’s position in QBE Insurance. This 
followed the company announcing a significant revision to 
earnings guidance in December, following Hurricane 
Sandy in the US. Following an initial sell-off, the stock 
rallied in January and we took the opportunity to exit our 
position. 
 

The Trust’s position in Bank of Queensland was also sold 
following recent outperformance. 
 
We also trimmed the position in Challenger following a 
period of significant outperformance.  
 
At month end, stock numbers stood at 32 with cash at 
1.1%. 
 

Market Overview 
Equity markets began the year strongly, with all major 
indices rising on greater investor optimism towards the 
global macro outlook. Japan’s Nikkei (up 7.1%), UK’s 
FTSE100 (up 6.4%), China’s Shanghai Composite (up 
5.1%), the US S&P500 (up 5.0%) and Hong Kong’s Hang 
Seng (up 4.7%) all rose sharply.  
 
The start of the month saw the much talked about US 
fiscal cliff averted, as US politicians agreed to a series of 
tax increases and spending cuts. This was followed later 
in the month by an extension of the US debt ceiling to mid 
May. US economic data was mixed, with fourth quarter 
GDP falling by an annualised -0.1%, with significantly 
reduced defence spending the biggest contributor. 
Nonfarm payrolls increased by 155,000 jobs, with the 
unemployment rate remaining static at 7.8% (revised up 
from 7.7%). The ISM manufacturing index returned to 
expansionary territory, and housing starts hit their highest 
level since mid-2008. 
 
In other economic news, newly elected Japanese Prime 
Minister Shinzo Abe announced plans to embark on an 
extensive stimulus package in the form of spending and 
monetary easing. Within Europe the first round of 
repayments of money borrowed by banks (Long Term 
Refinancing Operations) from the European Central Bank 
saw €137 billion repaid, providing further evidence of 
improving conditions in the region. China continued to 
show evidence of a soft landing, with annual GDP 
climbing to 7.9%, and both industrial production and trade 
data improving.   
 
Domestically, Prime Minister Julia Gillard announced a 
mid September election. There was a 5,500 decrease in 
the number of jobs, resulting in the unemployment rate 
rising to 5.4%. Annual inflation came in at 2.2%, leaving 
the door open for further Reserve Bank of Australia rate 
cuts. Despite historically low interest rates, lending growth 
in the housing market was soft, whilst the trade deficit for 
November came in at the worst level since early 2008, 
reflecting previous falls in commodity markets.  
 
The Australian dollar traded in a tight range, rising 0.5% 
over the month to finish at $1.042. Most commodity 
markets were stronger with nickel (up 7.4%), iron ore (up 
5.2%), Brent crude (up 4.0%) and copper (up 3.1%) all 
rising. Gold fell slightly (down 0.7%) to finish the month at 
$1,664 an ounce.  
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Issued by: The Investment Manager, Perennial Investment Partners Limited ABN 59 087 901 620, AFSL: 238763 (“Perennial”). Sub Managers: 
Perennial Value Management Limited, ABN 22 090 879 904, AFSL: 247293. Perennial Fixed Interest Partners Pty Limited ABN 35 099 336 357, 
Perennial Growth Management Pty Limited ABN 41 099 336 384 and Perennial Real Estate Investments Pty Limited ABN 35 117 913 685 are 
Subsidiaries and Authorised Representatives of Perennial. Responsible Entity: IOOF Investment Management Limited ABN 53 006 695 021, AFSL: 
230524. This promotional statement is provided for information purposes only. Accordingly, reliance should not be placed on this promotional statement 
as the basis for making an investment, financial or other decision. This promotional statement does not take into account your investment objectives, 
particular needs or financial situation. While every effort has been made to ensure the information in this promotional statement is accurate; its accuracy, 
reliability or completeness is not guaranteed. Past performance is not a reliable indicator of future performance. Gross performance does not include any 
applicable management fees or expenses. Net performance is based on redemption price for the period and assumes that all distributions are 
reinvested. Fees indicated reflect the maximum applicable. Contractual arrangements, including any applicable management fee, may be negotiated 
with certain large investors.  Investments in the Trusts must be accompanied by an application form. The current relevant product disclosure statements, 
reference guides and application forms can be found on Perennial’s website www.perennial.net.au. 

 
 

 

Within the domestic equity market all sectors finished in 
positive territory. The market was led higher by 
information technology (up 14.7%), consumer 
discretionary (up 8.6%) and financials (up 6.5%).  In spite 
of rising commodity prices the weakest performing sector 
was materials (up 1.5%), followed by the defensive utilities 
(up 2.6%) and healthcare (up 3.1%).  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Asset Allocation as 31 January 2013 

 

Top Ten Holdings as at 31 January 2013 

 

 

 

Sector 
Trust 

Weight % 

Index 

Weight % 

Energy 14.7% 6.5% 

Materials 27.6% 21.0% 

Industrials 9.1% 6.8% 

Consumer Discretionary 2.0% 3.8% 

Consumer Staples 0.0% 8.3% 

Health Care 6.5% 4.4% 

Financials-x-Real Estate 33.2% 34.5% 

Real Estate 3.4% 7.3% 

Information Technology 2.2% 0.7% 

Telecommunication Services 0.0% 5.0% 

Utilities 0.0% 1.7% 

SPI Futures 0.0% - 

Cash 1.1% - 

Rounding accounts for small +/- from 100%.   

Stock Name 
Trust 

Weight % 

Index 

Weight % 

BHP Billiton Limited 12.0% 10.0% 

National Aust. Bank 8.2% 5.3% 

ANZ Banking Grp Ltd 7.9% 6.0% 

Commonwealth Bank. 5.9% 8.6% 

Westpac Banking Corp 5.6% 7.2% 

Rio Tinto Limited 4.2% 2.4% 

CSL Limited 4.1% 2.3% 

Origin Energy 3.9% 1.1% 

Lend Lease Group 3.4% 0.5% 

Newcrest Mining 3.3% 1.5% 


