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2 years 
% p.a. 

 
3 years 
% p.a. 

 
5 years 
% p.a. 

Since 
Inception^ 

% p.a. 

Sigma Select Equities* 0.3 8.5 4.0 6.9 12.3 5.8 8.1 

S&P/ASX 300# 0.7 10.9 11.7 7.2 11.4 7.4 7.8 

Value added (detracted) (0.4) (2.4) (7.7) (0.3) 0.9 (1.6) 0.3 

*Gross returns. #S&P/ASX 300 Accumulation Index, the benchmark. ^Inception date: 2nd May 2011. 

Past performance is not a reliable indicator of future performance.   

Key points 

• Select retains significant positions in cheap, cyclical exposures with strong balance sheets 

• Select Equities strategy continues to avoid expensive interest rate sensitive stocks 

• Strategy has +19% valuation upside compared to 11% downside estimate for the ASX300 index 

 
Quarterly Review 

The S&P/ASX300 index rose 10.9% during the quarter as 

equity markets rebounded strongly following the December 

quarter sell off.  Resources, Materials and Energy were the 

stand out sectors for the period returning 22.6%, 19.8% and 

17.9% respectively. Staples (2.7%), Banks (4.3%) and 

Communications (6.8%) were the worst performing sectors 

despite solid absolute returns for three months.  

Despite the quarterly return of 8.5%, the portfolio 

underperformed the benchmark by -2.4%.  The 

underperformance was primarily attributable to the strategy’s 

17% cash exposure, driven by our ongoing concerns 

regarding the over valuation of the market.   

The strategy’s overweight position in Resources contributed 

positively, with both RIO (+28%) and BHP (+15%) benefiting 

from the January rally in iron ore prices following Brazilian 

supply curtailments.  Harvey Norman (+27%) and QBE 

(+25%) also contributed positively.  AMP (-13%) and Westpac 

(+4%) were the key detractors, as was the lack of exposure to 

FMG (+74%), Afterpay Touch (+69%) and Goodman Group 

(+26%). 
 

 

 

 

 

 

 

 

 

Market Outlook 

We continue to believe that the returns in a significant number 

of sectors have been exceptional over the last 12 months and 

valuations remain expensive.  High equity valuations are still 

likely to erode going forward in our opinion, given ongoing 

increases in global real interest rates and general uncertainty 

The portfolio remains inexpensive – a 19% discount on our 

estimate - compared to an over-valued market.  We retain a 

modest overweight in the Banking sector given discounted 

valuations, even for anaemic growth. We also continue to 

retain a significant position in cyclical exposures as ongoing 

economic scepticism provides more attractive starting 

valuations while underlying risk is reducing, and cash 

generation is strengthening. This is the key driver of valuation 

support and attractive future returns from the strategy.  

The strategy remains defensively positioned - fund cash levels 

remain at elevated levels as we avoid overpaying for 

expensive defensive & growth stocks and remain selective 

given widespread overvaluation across the market particularly 

given the strong (11%) rally in the first quarter of 2019.  

 

 

 

 

 

 

 



 
 

 

 Top 5 active positions 

Stock Active weight % 

By Large Cap stocks:  

Westpac  4.7 

ANZ  4.4 

Harvey Norman  3.8 

BHP 3.5 

NAB 3.3 

Note: Active weights refer to positions above benchmark only. 

 

 

GICS Sector allocation 

Sector Active weight % 

Financials - ex Real Estate 6.3 

Consumer Staples 2.5 

Communication Services 1.7 

Materials 0.5 

Consumer Discretionary -0.9 

Utilities -2.0 

Information Technology -2.5 

Energy -3.0 

Real Estate -5.1 

Industrials -6.3 

Health Care -8.4 

Cash 17.0 

Note: Active weights refer to positions above or below benchmark. 

Strategy summary 

Select Equities’ investment strategy is a concentrated 

‘broad-cap’ strategy blending the highest conviction stock 

ideas from investment team, aiming to provide: 

 

• superior outperformance potential, 

• lower risk, and 

• increased consistency. 

What makes Select Equities unique? 

• Concentrated, value-biased portfolio of 20 to 40 stocks 

• Broad investment universe (S&P/ASX 300) increases 

alpha opportunities and diversification benefits 

• Timely execution of Small Cap exposure (up to 25%) to 

capture beta opportunity 

• Efficient alpha extraction from holding meaningful Small 

Cap positions 

• Focus on downside protection: cash allocation (up to 

25%) varies according to market outlook 

 

Why aren’t other investment management firms 
doing this?  

Most investment management firms comprise distinct Large 

Cap and Small Cap teams with separate incentive structures 

and competing interests. In contrast, Sigma’s investment team 

are equal partners and completely aligned to the success of 

Select Equities’ strategy. 

About Sigma 

• Value-style Australian equities manager which aims to 

outperform without the downside of “value traps” through 

an investment approach called Value: Risk Adjust 

• Sigma is an investment partnership jointly owned by 

Azimut, Italy’s leading independent asset manager, and 

the Sigma investment team. 

Contact 

For more information contact Michael Negline, on +61 410 

586 078. See also www.sigmafunds.com.au  
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