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PORTFOLIO UPDATE
The portfolio achieved a positive performance of 1.53%,
marginally under the broader market movement during the
month of July 2019, with the benchmark MSCI All Country
World (ex-Australia) Index returning 2.22%.
Global equity markets edged higher in July, a month in which
the S&P 500 index reached another all-time high in the US, with
the S&P 500 and the NASDAQ up a remarkable 17% and 22%
respectively year to date. US equities have been the primary
driver of the outperformance of developed markets versus
their emerging market peers.
July provided plenty of macroeconomic and political news for
investors to ponder. As expected, the Federal Reserve
announced its first interest rate cut since the financial crisis
over 10 years ago, Christine Lagarde was nominated as the next
leader of the European Central Bank and Boris Johnson became
the UK’s prime minister.
Second quarter economic growth data in China signalled a
slowing in activity, while manufacturing data in the US and
Germany remained weak. This slowing growth and lower
interest rate environment contributed to the sustained
outperformance of the less economically sensitive growth and
quality sectors (e.g. technology) during the month.
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1.53%

2.22%

-0.69%

3 Months

6.74%

3.05%

3.69%

6 Months

23.68%

14.46%

9.22%

12 months

-

-

-

Inception 2

17.40%

7.13%

10.27%

PERFORMANCE 1
(after management fees)

1. Performance is portfolio performance calculated after expenses and investment
management and performance fees. 2. Inception date is 31 August 2018. 3. Value Add
equals portfolio return minus benchmark return.
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The best performing stocks in the portfolio for the month came
from a number of different sectors. These included UK
foodservice company Compass Group, the world’s largest
manufacturer of discrete semiconductor devices Taiwan
Semiconductor, US building materials firm Sherwin Williams,
and pharmaceutical packaging firm West Pharmaceutical
Services.

Benchmark:

Switzer Asset Management
Limited
MSCI All Country World Index exAustralia with gross dividends
reinvested reported in Australian
dollars and unhedged

Number of stocks:

20-40

Maximum cash position:

7%

Stock universe:

Global (ex-Australia)

Net asset value per unit:

$5.8926

The importance of valuation to an equity manager’s
investment process is a topical one at present. The continued
outperformance of growth versus value style investing has led
many market commentators to suggest that we are
approaching the next market bubble.

Unit price:

$5.870

SHOPIFY INC - CLASS A

4.19

The bubble case rests on the view that the valuation the market
is attributing to certain growth sectors cannot be justified in
the context of their future growth prospects. So, what role
does valuation play in the investment process behind the WCM
Quality Global Growth strategy?

VISA INC-CLASS A SHARES

4.11

COSTCO WHOLESALE CORP

4.08

STERIS PLC

3.70

BOSTON SCIENTIFIC CORP

3.46

The key criteria for all candidates in this strategy is an
expanding economic moat. Actual inclusion in the portfolio
hinges on the extent to which WCM’s view of this positive moat
trajectory differs from that of the market. Valuation is one
input to measuring this inefficiency, which the WCM team is
seeking to exploit.

MERCADOLIBRE INC

3.41

VERISK ANALYTICS INC

3.31

WEST PHARMACEUTICAL SERVICES

3.28

ECOLAB INC

3.25

HDFC BANK LTD-ADR

3.15
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Moat trajectory is also the key driver of sell decisions in
the strategy. If the investment team can no longer make
the case that a company’s moat is expanding, it no longer
qualifies for inclusion in the portfolio. Valuation is one
input in decisions to add to or trim from existing positions.

REGIONAL MARKETS ALLOCATION
Other
5.1%
Europe
12.5%

HOW INVESTMENTS ARE CHOSEN FOR THIS PORTFOLIO
WCM’s two key criteria for any company to be considered
for inclusion in the WCM Quality Global Growth Strategy
are 1) a rising competitive advantage (or expanding
economic moat) and 2) a corporate culture that supports
the expansion of this moat. WCM believes the direction of
a company’s economic moat is of more importance than
its absolute width or size.

Asia/Pacific
14.4%
Americas
68.0%

Their research therefore is focused on identifying those
companies with a positive moat trajectory as measured by
a rising return on invested capital (ROIC) as opposed to
those with a large but static or declining moat. WCM also
strongly believes that corporate culture is a key
determinant of a firm’s ability to achieve a consistently
growing moat. WCM has developed a proprietary
approach to analysing corporate culture and has
investment team members solely dedicated to this part of
their process.

SECTOR BREAKDOWN

WHO MANAGES THE PORTFOLIO?
WCM is a California based asset management firm
specialising in active global and emerging market equities.
Founded in 1976, the business is majority employee
owned and manages over A$57 billion of assets** on
behalf of institutional and retail investors around the
world including Australia.

PAUL BLACK
CEO & Portfolio Manager
WCM Investment Management
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Health Care

23.85

Information Technology

18.62

Financials

12.51

Industrials

9.27

Materials

7.76

Consumer Discretionary

7.28

Consumer Staples

6.83

Communication Services

5.16

Real Estate

2.69

Energy

0.96

Cash

5.07

Responsible Entity SWITZER ASSET MANAGEMENT LIMITED
AFSL 312 247 ABN 26 123 611 978
Level 6, 10 Spring Street, Sydney NSW 2000
T: 1300 052 054
E: invest@switzer.com.au
W:www.switzerassetmanagement.com.au/investments/wcmq

Switzer Asset Management Limited (“Switzer”) (ABN 26 123 611 978 and Australian Financial Services Licence Number 312247) is the Responsible Entity of the Fund. Switzer has prepared
this Fact Sheet for information purposes only. It does not contain investment recommendations nor provide investment advice. Neither Switzer, Contango Asset Management Limited, their
related bodies corporate, entities, directors or officers guarantees the performance of, or the timing or amount of repayment of capital or income invested in the Fund or that the Fund will
achieve its investment objectives. Past performance is not necessarily indicative of future performance. It is recommended that investors seek professional investment and/or financial or
other relevant and/or applicable advice to assist investors determine the individual tolerance to risk and the investors need to attain a particular return on your investment. In no way
should the investor rely on the information contained in this Fact Sheet. We strongly encourage you to obtain independent professional, financial, investment, or legal advice and to read
the Funds Product Disclosure Statement (“PDS”) before making a decision to invest in the Fund. Applications for an investment can only be made by way of completing the application form
accompanying a current Product Disclosure Statement which can be obtained by contacting on the Switzer or via the website www.switzerassetmanagement.com.au.
** WCM AUM data at 30 June 2019.

