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Australian Shares 

Pendal Australian Share Fund 

Market Review 

The Australian equity market orchestrated a meaningful turnaround in the first quarter of CY2019, 

despite a somewhat less sanguine reporting season in February. A few factors contributed to the 

general improvement of investor sentiment: In the US there has been a material shift in rhetoric 

from the Fed. Comments now indicate a more dovish stance suggesting the board is not as deaf to 

market feedback as many feared. While we are still facing an environment of reduced liquidity, 

investors are now less concerned that a sharp liquidity crunch could drive a more sustained 

correction. 

Domestically, the implications of Vale’s tailings dam tragedy provided the iron ore miners with a 

tailwind. The Brazilian miner’s new 2019 volume estimates take into account the effect of mine 

closures and disruptions from the review into the safety of its tailings dams. New guidance 

suggests that, even with some deployment of existing inventory, the cut in volumes will be at the 

upper end of the market’s range of expectations. 

Overall, the S&P/ASX 300 index capped its strongest quarter since September 2009, with a gain of 

10.9%. Large cap Resources (+16.5%) outperformed strongly; whereas large cap Industrials 

(+7.8%) were the laggard. 

Most of the 11 GICS sectors recorded double-digit gains over the March quarter, with limited 

exceptions being Health Care (+6.7%), Financials (+5.9%), and Consumer Staples (+5.0%). 

Information Technology (+20.0%), Materials (+17.7%) and Communication Service (+16.6%) had 

the largest absolute gains. Beneath the underwhelming headline return for Financials, performance 

was divergent amongst all: Diversified Financials (+13.6%) and Insurance (+14.2%) both recorded 

strong gains over the quarter; however they were more than offset by disappointing performance 

from heavyweight Banks (+3.0%). While the wrap-up of the Royal Commission gave the banks a 

boost in February, it was proven short-lived. The operating environment remains challenging for the 

whole sector, as the downward trend of the domestic property market is putting great pressure on 

banks’ loan books. In addition, the Reserve Bank of New Zealand has proposed to raise the 

minimum core tier one capital requirement for NZ banks from 8.5% to 16% - versus 10.5% in 

Australia, which will affect all the Kiwi subsidiaries of the ‘Big Four’, potentially forcing the parents 

to raise additional capital at some stage. 

Turning to Consumer Staples (+5.0%), the strong performance of infant manufacturers continued, 

including A2 Milk (A2M, +32.0%) and Bellamy’s (BAL, +51.8%). The latter’s recently-launched new 

formula has helped to raise BAL’s brand awareness and management is also hopeful of receiving 

approval from China's State Administration for Market Regulation during this year. Despite this 

cohort’s strength, the underperformance of supermarket duo, Woolworths (WOW, +5.0%) and 

Coles (COL, +0.9%) weighed on the sector’s relative performance. Coming out of reporting season, 

it was evident that the domestic operators are facing issues from higher costs coming through and 

the top line not moving as much as required to offset margin pressure. 

On the more positive side, the strong gains by oil and gas explorers, including Woodside Petroleum 

(WPL, +14.5%), Santos (STO, +26.2%) and Origin Energy (ORG, +12.8%) were largely attributable 

to the recovery of the oil price, as OPEC production cuts begin to take effect and fears of a major 

global slowdown recede. Oil companies form a significant part of global corporate credit markets 

and an improvement in the oil price has relieved some pressure here and seen corporate credit 

spreads narrow, signalling more confidence. 
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Finally, the decline of long-term bond yield over the quarter, from 2.68% to 2.42% for the US 10-

year, and from 2.32% to 1.77% for the Australia counterpart, benefited the Real Estate (+14.0%) 

sector in general, as well as some bond-proxy infrastructure companies, such as Transurban (TCL, 

+13.3%) and Atlas Arteria (ALX, +17.8%). Sydney Airport (SYD, +10.4%) on the other hand 

underperformed slightly. 

Portfolio performance 

The Pendal Australian Share Fund returned 10.99% (post-fee, pre-tax) for the quarter, 

outperforming its benchmark by 0.07%. 

Contributors 

Overweight Santos 

January saw a marked bounce in oil prices as OPEC production cuts moderated supply and fears 

of a sharp slump in global growth receded. The West Texas Intermediate (WTI) crude oil price rose 

19.2% and Brent Crude gained 20.4% in US dollar terms for the month. Santos (STO, +26.2%) has 

the greatest leverage to the oil price among the Australian energy names and performed 

accordingly. Its oil price tailwind was enhanced by a well-received production report for CY-2018, 

with revenue of US$3.7b well ahead of the US$3.5b expected by the market. Management 

production guidance for CY-2019 also came in ahead of expectations. The stock did pare some of 

the gains in March, as the price divergence between oil and gas weighed on sentiment. 

Overweight Viva Energy 

Viva Energy (VEA, +38.8%), which distributes Shell fuel in Australia, soared in February on the 

back of a deal which saw it purchase the right to set the retail fuel margin at the Coles-operated 

petrol stations, which had been previously set by Coles management. This will result in a 

meaningful earnings uplift for VEA, as well as allowing it to drop the fuel price – currently at a 

material premium to the market – in order to win back some market share. VEA has recently battled 

with the headwind of low refining margins, which should see some seasonal improvement as 

northern hemisphere refiners shut down for maintenance as they move into Spring. 

Overweight Fortescue Metal Group 

The iron ore miners continued to rise in response to an operations update from Vale. The Brazilian 

miner’s new 2019 volume estimates take into account the effect of mine closures and disruptions 

from the review into the safety of its tailings dams. New guidance suggests that, even with some 

deployment of existing inventory, the cut in volumes will be at the upper end of the market’s range 

of expectations. Given the view that FY19 iron ore prices will be higher than previously thought by 

many, Fortescue (FMG, +78.1%) outperformed alongside its peers. The closing of the price 

discount between high-grade iron ore, and the low-grade one that FMG mainly produces also 

contributed to the company’s strong gains over the quarter. 

Detractors 

Overweight Qantas  

While a stronger oil price weighed on Qantas (QAN, -0.1%) over the quarter, its poor performance 

in January was primarily a function of the market's response to a large earnings downgrade from 

fellow airliner, Air New Zealand. In our view, it is important to focus on the essential driver of QAN’s 

turnaround: the industry discipline which has seen no material domestic capacity added for the last 

3-4 years, has resulted in less need for ticket discounting. By contrast, the New Zealand domestic 

market has been growing capacity at around 5% per annum, while demand has not kept pace. 

Beyond this, the kiwi carrier had headwinds from a strong New Zealand dollar and engine issues 
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on some planes which led to groundings. Neither of these issues are relevant to QAN and we retain 

our conviction, despite the short-term drag on our portfolios. 

Overweight ResMed  

Despite a strong second quarter bottom-line result, ResMed (RMD, -9.2%) sold off in January after 

the company missed their revenue target, driven by weaker rest of the world (ROW) flow-generator 

(FG) growth and a slight miss on revenues from its recent acquisition, Brightree. The mask 

business globally continues to do well and is supported by recent product launches. Issues around 

FG growth in the ROW segment are likely to persist over the next two to three quarters, in addition 

to concerns surrounding the growth rate declines at Brightree. That said, positives from other 

recent acquisitions are expected to feed through in coming halves. 

Overweight CSL  

Our preferred growth stock, CSL (CSL, -0.5%) underperformed in February, despite delivering a 

decent result which is on track to hit the upper end of management guidance. The market focused 

on weakness in Albumin volumes, which management has attributed to a one-off issue as it waits 

for a licence to supply Chinese demand from an additional plant. It remains one of our preferred 

growth names where the heightened stock valuation is justified by the strong earnings growth. 

Strategy and outlook 

There was a divergence within the portfolio’s resource exposure. Whitehaven Coal (WHC) was one 

of the largest detractors, down -8.0% on concerns over the embargo on Australian thermal coal at 

Dalian port in China’s north. Although the unofficial ban does not directly affect WHC – which ships 

primarily to India, Korea, Japan and Taiwan – there are concerns that it might put extended 

pressure on the price of Newcastle coal.  

At this point we remain reasonably sanguine about the medium term outlook for coal, while mindful 

that this issue could continue to drag in the short term. Ultimately, we believe the Chinese 

authorities will be reluctant to pursue a policy which drives the price of its domestically-produced 

coal up too far, given the knock-on effects for power generation and pricing. 

While the coal price wallowed, iron ore continued to forge ahead alongside the consensus earnings 

expectations of its miners. Resilient expectations of Chinese demand, coupled with a likely 

shortage of supply as Brazilian production is disrupted following another tragic tailings dam 

collapse, is seeing a surge in the expected iron ore price for FY19. This saw the portfolio’s holdings 

in BHP outperform. 

Qantas (QAN) underperformed as the oil price rose, although the portfolio effect was offset by 

strong gains in Santos (STO). QAN has flagged increased fuel costs as a headwind in FY19, but is 

on track to more than offset this via increased revenues. It has also hedged its fuel costs until the 

end of 2020, reducing uncertainty. 

March capped a remarkable quarter in which the market rebounded from its slump in Q4 2018. 

February’s reporting season confirmed that large parts of the Australian market face the twin 

challenges of low revenue growth and higher cost pressures. However the earnings results and 

outlooks were really no worse than the market expected – and in some cases weren’t as bad as 

some feared. As a result it presented no impediment to the improvement in sentiment on several 

key macro issues, including the pace of Fed tightening and outlook for Chinese growth. 

Looking forward, we would not be surprised to see the market consolidate for a period given its 

strong run. Valuations remain at a reasonable level given prevailing interest rates, although the 

market’s P/E rating may come under pressure if we start to see a material deterioration in the 

outlook for earnings growth. The consensus outlook for ASX200 earnings remained broadly 

unchanged across reporting season and stands at about 5% for FY19. That said, there has been a 
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material change in the underlying drivers, as resource stocks continue to see significant upgrades, 

while the remainder of the market continues to see lower earnings expectations. 

We continue to see attractive opportunities in the market. In particular, we like mining and 

infrastructure services, which are enjoying the cyclical tailwinds of increased capital and transport 

infrastructure investment. We are also positive on the near term outlook for iron miners as supply 

disruption supports a higher price. Several of our highest conviction stocks are among the more 

cyclical parts of the economy, including Qantas and Nine Entertainment, where we see compelling 

valuation coupled with company-specific opportunities to deliver attractive shareholder return. 

Pendal Smaller Companies Fund 

Market review 

As general investor sentiment improved over the March quarter, we saw the domestic small cap 

equity market rebound strongly. The S&P/ASX Small Ordinaries Accumulation index advanced by 

12.6% over the period, outperforming its large cap counterpart by 1.7%. Despite the reporting 

season being less sanguine and company management teams being generally more conservative, 

the broad improvement in global macro influences clearly helped. Although risks remain, the 

market appears to be strengthening the view that we are moving towards some form of resolution 

in the US/China trade dispute. As such, Small Industrials (+12.7%) and Small Resources (+12.1%) 

both performed strongly. The market’s aggregate evaluation has rebounded almost to it previous 

highs of 2018 and stands at 16.8x next-12-month price/earnings, an 11% premium to its five-year 

average. 

Sector performance was somewhat bipolar over the quarter: on one side of the spectrum, 

Information Technology (+32.6%), Energy (+22.5%), Consumer Discretionary (+18.8%), 

Healthcare (+17.3%), Industrials (+16.4%) and Communication Services (+11.7%) all recorded 

double-digit gains; whereas heavyweight Materials (+5.3%), Real Estate (+8.4%) and Financials 

(+4.2%) underperformed the headline index. 

Within IT, the market darlings continued higher, including Altium (ALU, +49.7%), Appen (APX, 

+74.0%) and Afterpay Touch (APT, +69.0%). Coming out of reporting season, strong performance 

from all divisions helped ALU to deliver a solid print of revenue growth for the first half. In terms of 

users subscription, management reaffirmed its target of 100,000 users by 2025 which helped to 

support sentiment. APX also delivered a strong set of results, with second-half earnings (EBITDA) 

79% higher than the previous half. Improvement in efficiency and additional operating leverage 

continue to help APX and resulted in some broking analyst upgrades. Lastly, the losses Wisetech 

(WTC, +36.9%) incurred in February were quickly proven short-lived, after it announced the latest 

round of capital raising. In order to continue supporting its strategic inorganic growth, the 

international logistics service provider announced a ~$280m capital raising in March. As previously 

communicated by management, WTC has been expanding its geographical presence through 

mergers and acquisitions. This strategy has proven successful to date and as such, the capital 

raising was well received by the market. 

Elsewhere, a rising oil price helped the Energy sector to outperform over the quarter, as it benefited 

the likes of Beach Energy (BPT, +53.9%) and Viva Energy (VEA, +38.8%). In addition, VEA, which 

distributes Shell fuel in Australia, was aided by a deal which saw it purchase the right to set the 

retail fuel margin at the Coles-operated petrol stations, which had been previously set by Coles 

management. This will result in a meaningful earnings uplift for VEA, as well as allowing it to drop 

the fuel price—currently at a material premium to the market—in order to win back some market 

share. 

Consumer Staples (-3.5%) was the only sector that finished the quarter in the red. Despite the 

strong gains made by infant formula manufacturer Bellamy's (BAL, +51.9%) on the back of its 

recently launched new formula that helped to raise brand awareness, losses made by Blackmores 
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(BKL, -23.7%) and Costa Group  (CGC, -30.7%) more than offset the positives. The latter endured a 

tough start to the year in January after management downgraded earnings on disappointing 

volumes for avocados, berries and tomatoes. It was largely attributed to softer demand, although 

higher supply of key products and some substitution may also be playing a role. The market has 

de-rated the stock beyond the 10-15% hit to earnings, reflecting in part its previously high rating for 

an agricultural stock. 

Portfolio performance 

The Pendal Smaller Companies Fund returned 10.39% (post-fee, pre-tax) for the quarter, 

underperforming its benchmark by 2.20%. 

Contributors 

Underweight St Barbara (SBM) 

Gold miner SBM fell -28.3% for the quarter as management announced material changes in the 

feasibility of the Gwalia Mass Extraction project in Western Australia. The outcome is significant 

capex and higher operational risk than first thought as well as a delay in commissioning. This 

disappointed the market, despite upgraded production guidance for the company’s Simberi mine in 

PNG. We do not hold SBM, instead gaining gold exposure via Independence Group (IGO) and 

Regis Resources (RRL). 

Overweight Nanosonics (NAN) 

Nanosonics is involved in the manufacture of devices used to disinfect ultrasound probes in 

hospitals. It enjoyed a strong quarter, helped by a half yearly result which came in well ahead of 

expectations. The company’s outlook is underpinned by growth in North America as more hospitals 

adopt the technology. At the same time, a clinical study in Japan revealed high degrees of 

contamination of probes, following standard cleaning processes. This supports further demand for 

Nanosonic’s technology. 

Detractors 

Overweight Eclipx Group (ECX) 

ECX’s trading update in March revealed significant deterioration in its Right2Drive and Gray’s 

divisions, as well as in its core commercial and consumer leasing earnings. We had previously sold 

a material portion of our position following the announcement of the scheme of arrangement with 

McMillan Shakespeare (MMS), retaining a stake given we saw merit in the tie up. However, a 

trading update saw the deal fall through, and with risks emerging given a leveraged balance sheet 

in a tougher operating environment, we have sold out of our position. 

Overweight Costa Group Holdings (CGC) 

CGC downgraded earnings in January as a number of factors combined to squeeze margins, 

including a mix of weaker demand and rising seasonal supply, plus issues with frost in Morocco 

and delays to its mushroom farm expansion. We maintain our conviction in the stock, which 

operates in one of the higher growth food categories and is diversifying its business across more 

produce and geographically. It is deploying capital in an efficient way and generating high 

incremental returns, which adds to earnings growth but also dampens the usual cyclicality of 

agriculture-related stocks. 
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Strategy and outlook 

The positions in Eclipx and Costa Group dragged; we sold out of the former as trading conditions 

deteriorated, however we retain our conviction in Cost Group. However, the underweight in high 

profile technology companies such as Afterpay Touch, Appen and Wistech dragged as they 

surged. This demonstrates that these stocks remain loved despite last year’s volatility. We have 

holdings in the tech sector – and our position in Technology One was a key positive contributor - but 

struggle to justify the market’s valuation in those three particular names. 

Outside of Technology One, the holdings in Nanosonics and Breville Group did well – both were up 

over 50% for the quarter, as did the positions in Seven Group and IDP Education. 

While March’s market result was subdued, it capped a strong quarter which saw the S&P/ASX 

Small Ordinaries Accumulation index gain 12.6% following the volatility of late 2018. The market’s 

aggregate evaluation has rebounded almost to it previous highs of 2018 and stands at 16.8x next-

12-month price/earnings, which stands at an 11% premium to its five year average.  

This is obviously not a ‘cheap’ market, but it is important to recognise the skews that exist below 

this headline number. The relatively small cohort of high growth tech stocks, for example, are 

trading at a 1-year forward price/earnings of 35.8x, a 113% valuation premium to the rest of the 

small caps market. Health care, too, stands out at 21.9x. The upshot is that there are material parts 

of the market which are not at demanding valuations and where compelling opportunities can be 

found. 

The caveat is, of course, that there are also material parts of the market facing cyclical or structural 

headwinds. Part of the reason that tech and healthcare are priced so richly is that they are one of 

the few parts of the market which are offering reasonable organic growth. 

That said, the small cap universe is rich with diverse and niche opportunities for us to explore. We 

are focused upon companies with demonstrable cash flows in parts of the market which are 

enjoying some form of tailwinds or which are better placed withstand the currents of subdued 

economic growth or business model disruption. 

Examples include essential services and supplies (e.g. Bapcor and Mainfreight), infrastructure and 

mining services (e.g. Seven Group, Monadelphous), unique growth strategies (e.g. Webjet, Costa 

Group) and technology stocks which have not attracted the same valuation premium as some of 

their higher-profile peers (e.g. Technology One). 

International Shares 

Pendal Concentrated Global Share Fund 

Market review 

Most major share markets delivered strong double-digit returns for the March quarter to register the 

best quarterly performance since 2010. A number of supportive factors came together to buoy 

market sentiment, namely the US Federal Reserve indicating it may put further interest rate 

increases on hold, growing optimism towards US-China trade resolution and a continuation of 

strong corporate earnings in the US and Europe. Continuing iterations on the shape and form of the 

Brexit issue were increasingly kept in perspective, as were concerns over prospects for global 

growth generally. Positive sentiment led the benchmark MSCI World ex Australia (A$) Index to 

deliver an 11.5% for the quarter. 

The US share market continued to lead other markets with strong gains. These were a product of 

recovery from the heavy sell down of the market in December, improving expectations on the US-
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China trade issue, continued corporate earnings growth (averaging 12% for the market) and 

receding concerns over the extent of monetary tightening by the Fed. Gains were fairly broadly 

based, although defensive sectors outperformed later in the quarter. The S&P500 closed the 

quarter with a healthy 13.1% gain, while the NASDAQ moved even higher with a 16.2% rise. 

European share markets completed three consecutive months of gains, buoyed by similar 

sentiments in the US. European investors seemed to form a consensus on expectations for the 

EU’s monetary tightening bias moving towards being on hold, which came to fruition in March when 

the Board cut growth forecasts and revised their guidance to leave interest rates unchanged “at 

least to the end of 2019”. Economic growth data for the eurozone came in a 0.2% for the December 

quarter, with the annual rate being a modest 1.2% to fall below the 2017 level. Italy’s economy 

appears to be faring worse after it slipped into a technical recession in the fourth quarter when the 

economy contracted by 0.2%, following a 0.1% contraction for the prior quarter. Although growth 

concerns persisted, they weren’t enough to curtail investor sentiment and the region’s Euro Stoxx 

Index rose 11.6% for the quarter, driven higher by strong performances by Italy (+16.2%), 

Switzerland (+12.4%), France (+13.1%) and Switzerland (+12.4%) while Germany (+9.2%) and the 

UK (+8.2%) were still strong but laggards in this regard. 

Within the Asian region, Chinese stocks were a clear leader of the region, with the Shanghai 

Composite rising an impressive 23.9% and Hong Kong up a sizeable 12.4%. China set the pace for 

the region to continue a rally that began with the Lunar New Year as expectations of a resolution on 

the trade issue supported sentiment. Most other markets followed with gains although Malaysia 

was the sole exception, down 2.8% on local issues.  

The Australian dollar was relatively unchanged against the US dollar but stronger against the euro 

and Japanese yen. In commodity markets the oil price formed a rapid ascension to rise 32.4% over 

the quarter to close at US$60.10 per barrel as Russia, Saudi Arabia and other top exporters 

constrained production in response to a growing oversupply. 

Portfolio performance 

The Pendal Concentrated Global Share Fund returned 9.71% (post-fee, pre-tax) for the quarter, 

underperforming its benchmark by 1.79%. 

Key influences on the Fund’s relative returns this quarter were its cash holding and the 

underweight in FAANG stocks. 

During the quarter the team travelled to the US and Europe this quarter to visit companies, and to 

also attend the CAGNY Conference in the US. The CAGNY conference is a consumer industry 

conference that attracts all the large global consumer companies. There was a common 

acknowledgement by management of these multinational brands, that in order to successfully 

respond to rapidly changing consumer preferences they need to be nimble and innovative in their 

approach. A focus on speed to market while giving local teams autonomy to implement innovation 

at a local level was highlighted as core to this approach. As with many other industries, technology, 

whether it be product innovation, manufacturing or sales and marketing is playing an increasing 

role. As an example, Colgate (up ~13% this quarter and a holding in the Fund) have developed an 

app for children, designed to help them learn how to brush their teeth. Proctor & Gamble (also held 

by the Fund and up ~13% this quarter) have established a digital marketing hub and are hiring 

ecommerce marketing specialists, with an acknowledgement that 40% of their media spend is now 

digital. A key consumer trend identified was the continued focus on health and wellness. Both 

Colgate and Proctor & Gamble are responding to this trend by introducing products containing 

more natural ingredients and less chemical content. Product innovation and ‘premiumisation’ by 

both companies is also enabling price increases, leading to revenue growth. 

Our holding in the world’s largest Exchange group, CME Group underperformed this quarter, down 

around 13%. Global trading volumes and volatility have subsided from the levels seen in the fourth 

quarter of 2018. The US Federal Reserve also appears to have US rates on hold, which has 
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negative implications on CME’s short term rate products. However, despite the shorter term 

headwinds, we are optimistic that management are setting the company up for long term success 

with the recent launch of a number of products that should support growth in a period of lower 

volatility. The market is also, in our view yet to appreciate extent of the benefits that will flow from 

the acquisition of NEX which closed in the fourth quarter of 2018. NEX operates leading electronic 

FX & fixed income cash execution platforms and OTC post-trade services. While the full extent of 

the revenue synergies will not be realised until 2020/21 we remain confident that the strategic 

rationale for the NEX acquisition will prove to be well founded. In the interim, as shareholders we 

benefit from a dividend yield >4%. 

Strategy and outlook 

The US Federal Reserve now appears to be on hold, inflation is subdued and consensus global 

growth estimates are being revised. The yield curve inverted, and while the market debates 

whether this should be a signal to increase equity weightings, or be concerned about a recession, 

we prefer to focus on valuations at a company level. While we remain cognisant of macro 

conditions we will continue to be disciplined in selling positons, which in our view no longer 

represent compelling long term value. We will also remain vigilant in looking for opportunities to 

buy businesses that are trading in our view at significant discounts to what we consider to be their 

long term value. We remain very much of the view that in order to optimise equity market returns, 

investors are best placed by owning a concentrated portfolio of companies, which are in strong 

positions to sustain their business models over the longer term. 

Pendal Core Global Share Fund 

Market review 

Most major share markets delivered strong double-digit returns for the March quarter to register the 

best quarterly performance since 2010. A number of supportive factors came together to buoy 

market sentiment, namely the US Federal Reserve indicating it may put further interest rate 

increases on hold, growing optimism towards US-China trade resolution and a continuation of 

strong corporate earnings in the US and Europe. Continuing iterations on the shape and form of the 

Brexit issue were increasingly kept in perspective, as were concerns over prospects for global 

growth generally. Positive sentiment led the benchmark MSCI World ex Australia (A$) Index to 

deliver an 11.5% for the quarter. 

The US share market continued to lead other markets with strong gains. These were a product of 

recovery from the heavy sell down of the market in December, improving expectations on the US-

China trade issue, continued corporate earnings growth (averaging 12% for the market) and 

receding concerns over the extent of monetary tightening by the Fed. Gains were fairly broadly 

based, although defensive sectors outperformed later in the quarter. The S&P500 closed the 

quarter with a healthy 13.1% gain, while the NASDAQ moved even higher with a 16.2% rise. 

European share markets completed three consecutive months of gains, buoyed by similar 

sentiments in the US. European investors seemed to form a consensus on expectations for the 

EU’s monetary tightening bias moving towards being on hold, which came to fruition in March when 

the Board cut growth forecasts and revised their guidance to leave interest rates unchanged “at 

least to the end of 2019”. Economic growth data for the eurozone came in a 0.2% for the December 

quarter, with the annual rate being a modest 1.2% to fall below the 2017 level. Italy’s economy 

appears to be faring worse after it slipped into a technical recession in the fourth quarter when the 

economy contracted by 0.2%, following a 0.1% contraction for the prior quarter. Although growth 

concerns persisted, they weren’t enough to curtail investor sentiment and the region’s Euro Stoxx 

Index rose 11.6% for the quarter, driven higher by strong performances by Italy (+16.2%), 
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Switzerland (+12.4%), France (+13.1%) and Switzerland (+12.4%) while Germany (+9.2%) and the 

UK (+8.2%) were still strong but laggards in this regard. 

Within the Asian region, Chinese stocks were a clear leader of the region, with the Shanghai 

Composite rising an impressive 23.9% and Hong Kong up a sizeable 12.4%. China set the pace for 

the region to continue a rally that began with the Lunar New Year as expectations of a resolution on 

the trade issue supported sentiment. Most other markets followed with gains although Malaysia 

was the sole exception, down 2.8% on local issues.  

The Australian dollar was relatively unchanged against the US dollar but stronger against the euro 

and Japanese yen. In commodity markets the oil price formed a rapid ascension to rise 32.4% over 

the quarter to close at US$60.10 per barrel as Russia, Saudi Arabia and other top exporters 

constrained production in response to a growing oversupply. 

Portfolio performance 

The Pendal Core Global Share Fund returned 10.74% (post-fee, pre-tax) for the quarter, 

underperforming its benchmark by 0.76%. 

The Fund underperformed the benchmark for the quarter due to negative performance in all core 

regions. Underperformance in the US was due to negative performance in our valuation signal 

outweighing positive performance in our momentum and investor sentiment factors. The 

underperformance in Japan was due to negative performance in our momentum signal outweighing 

positive performance in our valuation and stability factors. The underperformance in Europe was 

due to negative performance in our valuation signal outweighing positive performance in our 

momentum and stability factors.  

Negative performance in stock selection and industry selection within the Health Care sector 

outweighed positive performance in stock selection within the Consumer Discretionary sector. In 

terms of sector positioning, we are currently overweight in Health Care while being underweight in 

Financials. 

Strategy and outlook 

Relative to long term attractiveness, we see value as less attractive in the US, while more attractive 

in Europe and Japan. 

Australian Fixed Income 

Pendal Fixed Interest Fund 

Market review 

Australian bond yields experienced a significant fall that was shared by global peers over the 

quarter. The decline appeared tied to more dovish messaging from central banks, as well as 

emerging concerns over the outlook for the US economy. These developments overshadowed 

wavering trade war and Brexit-related headlines. In Australia, the RBA left rates unchanged at 

1.50% through the quarter as widely-expected. However, Governor Lowe noted over the period 

that the outlook for rates had become “more evenly balanced”. In turn, expectations for a rate cut 

increased with two reductions now priced by year-end. This contributed to a decline in OIS rates, 

while separately repo rates fell and translated to lower funding costs for the banks. Data-wise, 

fourth quarter GDP figures revealed a weak 0.2% pace of growth over the quarter, which brought 

the year-on-year rate to 2.3%. Finally on market movements, Australian 3 and 10 year yields fell 
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44bp and 56bp to 1.40% and 1.77% respectively. 3 month BBSW saw a similar decline of 32bp to 

1.77%. 

Portfolio performance 

The Pendal Fixed Interest Fund returned 2.87% for the quarter (post-fees, pre-tax), 

underperforming its benchmark by 0.56%. 

The portfolio underperformed its benchmark in the March quarter. In the alpha overlay, the largest 

detractor was the Macro strategy as a recovery in risk assets hurt short credit exposures. The Yield 

Curve strategy was the next largest drag, due to European and New Zealand curve steepener 

positions. The FX strategy was also negative with losses on long USD positions against several 

EM and DM counter currencies. Meanwhile, the Cross-Market strategy was roughly flat from a 

range of trades including Australia versus New Zealand. In contrast, the Duration and Relative 

Value strategies added value. In the former, long duration positions across a range of regions, 

including Australia, Europe, and the US performed positively. Similarly in the latter, an interest rate 

swap position to switch exposure from US nominal to real bond yields added to returns. 

The government bond component also underperformed over the quarter. The Duration strategy 

generated gains on positions on long 3 year Australia positions. However, gains were partly offset 

by losses on a New Zealand curve steepener. The physicals component also detracted as 

overweights in inflation-linked securities underperformed nominals. 

Finally the credit component outperformed with overweights in cash, infrastructure and utilities and 

an underweight exposure to supranationals. 

Strategy and outlook 

The RBA left the cash rate unchanged at its meeting in early April. A slight tweak in the statement 

was seen to indicate a move towards potential easing with a note that it will “set monetary policy to 

support sustainable growth in the economy”. As recent economic growth numbers have 

disappointed the next move in the near term for monetary policy is more likely an easing.  

However with the cash rate at 1.50% the hurdle for further policy easing is high. Previously the 

catalyst was most likely to come from inflation disappointing or the labour market deteriorating. A 

deteriorating global economic environment can be added to the mix. Economic growth prospects 

for Europe in particular look poor and the inversion of the US yield curve, albeit briefly, has 

garnered headlines about the possibility of the US heading into recession in the near to medium 

term. Global trade data does not indicate positive momentum. 

The Reserve Bank remains upbeat on the outlook for the labour market and increasing tightness 

feeding into wage inflation and in turn generate increasing underlying inflation. With the 

unemployment rate at 4.9% and according to the RBA’s forecasts expected to fall only to 4.75% by 

June 2021 it is difficult to envisage wage inflation pressure rapidly increasing. The labour force 

participation rate is however around historically high levels that has kept the unemployment rate 

more elevated than would otherwise be the case. 

Inflation has continued to disappoint, with the trimmed mean remaining below the Reserve Bank’s 

2-3% target band since March 2016. Its forecasts imply that underlying inflation will only rise above 

2% in the second half of 2020. The risk is more likely that inflation continues to undershoot the 

Reserve Bank’s forecast. The economy continues to be supported by elevated commodity prices 

and a large pipeline of infrastructure investment. The upcoming Federal election will likely see the 

Reserve Bank on hold in the near term however further monetary policy easing in the latter half of 

the year cannot be ruled out. 
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International Fixed Income 

Pendal Global Fixed Interest Fund 

Market review 

Global bond yields experienced a significant fall over the quarter that was tied to more dovish 

messaging from central banks, as well as emerging concerns over the prospects for the US 

economy. These developments overshadowed wavering trade war and Brexit-related headlines. 

The outlook for Fed policy was perceived as increasingly dovish over the period. The majority of 

Committee members no longer anticipate additional hikes this year and a need to be “patient” on 

further increases was emphasised in their communication. In combination with softening economic 

data, market-implied pricing shifted to an eventual cut from the Fed over the next year. Data varied 

with a significant range, with Non-Farm Payroll numbers and leading indicators showing mixed 

signals. In Europe, the ECB also adjusted its policy stance to a more dovish lean at its March 

meeting. President Mario Draghi pushed back the central bank’s expected timeframe for a rate hike 

to the end of the year and announced a new TLTRO program. Meanwhile in Asia, Chinese 

policymakers announced a lower growth target of between 6% and 6.5%, from the previous 

“around 6.5%”. Finally in terms of market movements, US 2- and 10-year yields dropped 23bp and 

28bp to 2.26% and 2.41%. 

Portfolio performance 

The Pendal Global Fixed Interest Fund returned 2.16% for the quarter (post-fees, pre-tax), 

underperforming its benchmark by 0.35%. 

In the alpha overlay, the largest detractor was the Macro strategy as a recovery in risk assets hurt 

short credit exposures. The Yield Curve strategy was the next largest drag, due to European and 

New Zealand curve steepener positions. The FX strategy was also negative with losses on long 

USD positions against several EM and DM counter currencies. Meanwhile, the Cross-Market 

strategy was roughly flat from a range of trades including Australia versus New Zealand. In 

contrast, the Duration and Relative Value strategies added value. In the former, long duration 

positions across a range of regions, including Australia, Europe, and the US performed positively. 

Similarly in the latter, an interest rate swap position to switch exposure from US nominal to real 

bond yields added to returns. 

Strategy and outlook 

It would appear that the ‘everything bubble’ is back with Australian 10-year government bond yields 

touching their all-time low and the local share market within 100 points of its all-time highs. What 

began as a souring global growth story has now accelerated into a central banks story. Led by the 

now famously dubbed ‘Powell Pivot’ in January, smaller central banks have begun to capitulate to 

the deteriorating macro climate both at home and abroad. Since last month, we have been 

increasing the weight of our positioning towards the Duration strategy, and away from the Macro 

strategy. The market has high hopes for Chinese stimulus reinvigorating deteriorating global 

growth. However, our base case remains that the ongoing Chinese stimulus is about managing 

down the path of growth, and not about reversing its course. To that end, we remain long duration 

globally and look for opportunities to add to and diversify our existing positions. Meanwhile, we 

continue to take a more tactical approach to credit markets as spreads remain tight and risk-reward 

is skewed to the downside. 
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Credit 

Pendal Enhanced Credit Fund 

Market review 

Domestic credit generated a strong return over the quarter. This was driven by a large fall in 

underlying yields, tighter spreads and reasonable accruals. Risk appetite returned during the 

period as central banks issued more dovish messaging and traders looked past the noise from 

trade wars and Brexit. 

Turning to market activity, issuance returned in January after a very light December. This included 

issuance from three of the four major banks, while NAB followed later in the quarter. The new deals 

from the Big Four were absent in March and resulted in relatively light total issuance of only $4.6b. 

Among the larger corporate deals through the quarter was McDonald’s, which issued $1.4b in 

February. Also of note were several ESG issues including a social bond from National Housing 

Finance and Investment Corporation for $315m. 

The Australian iTraxx index (Series 30 contract) traded in a wide 36bp range finishing the quarter 

28.5bp tighter at +66.5bps. The new Series 31 contract finished the quarter at +75.5bps. Physical 

credit spreads were on average 7bp narrower with the best performing sectors being domestic 

banks, infrastructure and utilities tightening 12, 11 and 11bp respectively. The worst performing 

sectors were supranationals and offshore banks that only tightened 4 and 5bp respectively. Semi-

government bonds were unchanged to government bonds over the quarter. 

Portfolio performance 

The Pendal Enhanced Credit Fund returned 2.64% for the quarter (post-fees, pre-tax), 

underperforming the benchmark return by 0.02%. 

The positive return was driven by a fall in underlying swap rates, tightening of credit spreads as 

well as strong accruals. Overweights in the infrastructure and utilities sectors performed well 

relative to other sectors. 

Purchases over the quarter included issuance from the major banks and McDonald’s. Divestments 

included Scentre Group, QIC, KDB, and Hyundai Finance. 

Strategy and outlook 

Our overall credit view is cautiously constructive. We have been constructive on corporate 

fundamentals, but are also wary that appetite for credit has demonstrated varying sensitivity to 

geopolitical developments. This has been driven by macro concerns including trade wars as well as 

fears that troubles for specific US corporates, such as GE, could reflect broader systemic issues. 

However, we believe corporate fundamentals on balance are healthy for the bulk of investment 

grade issuers. Balance sheets are generally strong and earnings are improving as evidenced by 

solid corporate earnings seasons in the US and Europe. 

Further, Australian domestic issuers have not increased balance sheet leverage over the past 

several years. The major Australian banks have stronger capital ratios than previous years, which 

should support domestic financial stability. Moreover the weight of the Royal Commission has 

finally been lifted from their shoulders. 

From a macro standpoint, we acknowledge that risks have risen due to increasing volatility across 

markets in the past six months. This has been driven in part by flare-ups of geopolitical risks, such 
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as the ongoing trade war ructions. That said, the impact of developments such as trade wars and 

attitudes towards monetary policy normalisation have shown a tendency to shift quickly as the story 

evolves. For example, the headwind to risk-assets from the Fed’s hike in December was quickly 

replaced by a tailwind as greater policy flexibility was subsequently emphasised in January. 

On the domestic economy, growth has softened, but is more evenly balanced than previous years. 

There are further risks to the downside as weak wage growth and the house price correction 

threaten to dampen consumption. As such we continue to recommend a defensive approach with 

any overweights in operationally resilient sectors such as Utilities and Infrastructure that provide 

higher yield to index returns. 

Cash 

Pendal Managed Cash Fund and  

Pendal Enhanced Cash Fund 

Market review 

Australian bond yields experienced a significant fall that was shared by global peers over the 

quarter. The decline appeared tied to more dovish messaging from central banks, as well as 

emerging concerns over the outlook for the US economy. These developments overshadowed 

wavering trade war and Brexit-related headlines. 

In Australia, the RBA left rates unchanged at 1.50% through the quarter as widely-expected. 

However, Governor Lowe noted over the period that the outlook for rates had become “more evenly 

balanced”. Additionally, communication by the Board highlighted the weakness in household 

consumption, which was partly attributed to softer house prices. In turn, expectations for a rate cut 

increased with two reductions now priced by year-end. This contributed to a decline in OIS rates, 

while separately repo rates fell and translated to lower funding costs for the banks. 

Data-wise, fourth quarter GDP figures revealed a weak 0.2% pace of growth over the quarter, 

which brought the year-on-year rate to 2.3%. On a per-capita basis, GDP fell -0.2% indicating 

population growth had outstripped the increase in output for the second consecutive quarter. 

Labour data reported healthy (albeit lumpy) jobs growth and a fall in the participation rate, which 

helped the unemployment rate fall to 4.9%. Meanwhile, leading indicators were weaker with 

business and consumer confidence both falling. 

Looking abroad, the outlook for Fed policy was perceived as increasingly dovish over the quarter. 

The majority of Committee members no longer anticipate additional hikes this year and a need to 

be “patient” on further increases was emphasised in their communication. In combination with 

softening economic data, market-implied pricing shifted to an eventual cut from the Fed over the 

next year. Data varied with a significant range, with Non-Farm Payroll numbers and leading 

indicators providing mixed results. 

In Europe, the ECB also adjusted its policy stance to a more dovish lean at its March meeting. 

President Mario Draghi pushed back the central bank’s expected timeframe for a rate hike to the 

end of the year. The Governing Council also introduced a new targeted loan programme and stated 

it would continue reinvesting proceeds from maturing bonds that were purchased as part of QE. 

Most leading indicators weakened over the quarter including the Composite PMI reading. 

In Asia, Chinese policymakers announced a lower growth target of between 6% and 6.5%, from the 

previous “around 6.5%”. Signs of softness were evident in March with a -14% year-on-year decline 

in industrial profits and a -20.7% fall in exports over the same period. Import restrictions on 

Australian coal introduced in February put pressure on the price of the commodity through the 

second half of the quarter. 
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Finally in terms of market movements, Australian 3 and 10 year yields fell 44bp and 56bp to 1.40% 

and 1.77% respectively. 3 month BBSW saw a similar decline of 32bp to 1.77% and the OIS-BBSW 

spread narrowed further. In the US, 2- and 10-year yields dropped 23bp and 28bp to 2.26% and 

2.41%. As a result, the AU-US 10 year yield differential fell a sizeable 28bp further into negative 

territory. At the same time, the Australian Dollar rose 0.7% with support from stronger commodity 

prices. 

In credit markets, spreads for global CDS indices tightened after risk appetite returned in the first 

quarter. This was supported by dovish messaging from the Fed and ECB. The reported progress 

on a Sino-US trade deal also aided market sentiment, as did a better-than-expected outcome from 

the Royal Commission into the local banking sector.  

The Australian iTraxx index (Series 30 contract) traded in a wide 36bp range finishing the quarter 

28.5bp tighter to +66.5bps. The new Series 31 contract finished the quarter at +75.5bps. Physical 

credit spreads were on average 7bp narrower with the best performing sectors being domestic 

banks, infrastructure and utilities tightening 12, 11 & 11bp respectively. The worst performing 

sectors were supranationals and offshore banks that only tightened 4 & 5bp respectively. Semi-

government bonds were unchanged to government bonds over the quarter. 

Portfolio performance 

Managed Cash 

The Pendal Managed Cash Fund returned 0.47% for the quarter (post-fees, pre-tax), 

underperforming the benchmark by 0.05%. 

Themes and credit exposure remain consistent with prior months, with excess spread from A-1 

rated issuers and yield curve positioning likely to be the main driver of outperformance. The fund 

ended the month with a weighted average maturity of 60 days (maximum limit of 70 days). The 

Reserve Bank is unlikely to tighten monetary policy in the near term and yields further out the 

curve offered better relative value. The weighted average maturity had consistently been longer 

than benchmark due to this. With the market pricing in the possibility of further monetary policy 

easing the bank bill curve has flattened significantly. Consequently longer dated yields do not look 

as attractive unless monetary policy easing does occur. 

Enhanced Cash 

The Pendal Enhanced Cash Fund returned 0.74% for the quarter (post-fees, pre-tax), 

outperforming the benchmark by 0.22% 

The portfolio performed well in the March quarter. Positive performance came from financials, 

industrials and infrastructure sectors. 

We increased credit exposure during the quarter on the back off a more dovish Federal Reserve. 

Activity included investing in domestic banks, industrials and infrastructure sectors funded out of 

cash. 

As at the end of the quarter, the portfolio had a credit spread of 60bp over bank bills, interest rate 

duration of 0.15 years and credit spread duration of 1.25 years. 

Strategy and outlook 

The Reserve Bank left the cash rate unchanged at its meeting in early April. A slight tweak in the 

statement was seen to indicate a move towards potential easing with a note that it will “set 

monetary policy to support sustainable growth in the economy”. As recent economic growth 

numbers have disappointed the next move in the near term for monetary policy is more likely an 

easing. 
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However, with the cash rate at 1.50%, the hurdle for further policy easing is high. Previously the 

catalyst was most likely to come from inflation disappointing or the labour market deteriorating. A 

deteriorating global economic environment can be added to the mix. Economic growth prospects 

for Europe in particular look poor and the inversion of the US yield curve, albeit briefly, has 

garnered headlines about the possibility of the US heading into recession in the near to medium 

term. Global trade data does not indicate positive momentum. 

The Reserve Bank remains upbeat on the outlook for the labour market and increasing tightness 

feeding into wage inflation and in turn generate increasing underlying inflation. With the 

unemployment rate at 4.9% and according to the RBA’s forecasts expected to fall only to 4.75% by 

June 2021 it is difficult to envisage wage inflation pressure rapidly increasing. The labour force 

participation rate is however around historically high levels that has kept the unemployment rate 

more elevated than would otherwise be the case. 

Inflation has continued to disappoint, with the trimmed mean remaining below the Reserve Bank’s 

2-3% target band since March 2016. Its forecasts imply that underlying inflation will only rise above 

2% in the second half of 2020. The risk is more likely that inflation continues to undershoot the 

Reserve Bank’s forecast. The economy continues to be supported by elevated commodity prices 

and a large pipeline of infrastructure investment. The upcoming Federal election will likely see the 

Reserve Bank on hold in the near term, however further monetary policy easing in the latter half of 

the year cannot be ruled out.  

With a more dovish stance from the Federal Reserve and fewer worries over trade wars the global 

macro backdrop for credit has improved and as such we maintain a more positive view towards the 

asset class. At the same time, we are cognisant that geopolitical risks continue to linger beneath 

the surface and tariff concerns may return to damage sentiment. As such, positioning is tactical in 

nature to maintain flexibility should the environment deteriorate. 

The Fed’s recent messaging has suggested that rate hikes have effectively been paused and 

opened speculation of easing. In turn, investors’ fears of aggressive tightening have been soothed 

and the wind has seemingly returned to risk assets’ sails. Over the same period, investors have 

taken a more constructive view towards recent Sino-US trade negotiations. This includes the 

indefinite delay of a US tariff increase on US$200b of Chinese imports. 

However, we are wary that the underlying issues behind the trade war still threaten to devolve into 

a more prolonged ‘cold war’. While some progress has been reported, US-China relations have not 

materially improved as evident by the allegations against Huawei. As such, there is a risk that the 

relationship between the world’s two largest economies may remain frosty. 

The negative impact of tariffs has become more evident on the Chinese economy as visible in the 

deterioration of activity indicators like manufacturing surveys and a slowdown in GDP growth. This 

has flow-on effects for its neighbours, particularly those that are highly dependent on exports to the 

Asian giant. The knock-on effect to the US has also become more apparent, as evident in several 

earnings results from US corporates.  

However we also note that in aggregate, US earnings have shown resilience and balance sheets 

remain relatively healthy. Demand for credit has also been reinvigorated in 2019 as evident in the 

tightening of spreads for global credit indices. The local market has also benefited from the weight 

of the Royal Commission being lifted from its shoulders in recent months. Appetite for issuance in 

the Australian market has also returned to some degree with the major banks and offshore 

corporates re-appearing with opportunistic deals. That said, issuance volumes are still low 

compared to similar periods in previous years. As such, the combination of lighter issuance and 

stronger demand should be supportive for spreads.  

Overall, the backdrop for risk assets has ameliorated this year with the predominant driving force 

being more flexible central banks. However, we are wary that sentiment towards the trade war can 

shift with each individual battle and the underlying issues yet to be resolved. For this reason, our 

positive positioning is short-term at this stage and tactical in nature. 
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Australian Property 

Pendal Property Securities Fund 

Market review 

The AREIT sector generated a total return of 14.4% for the March 2019 quarter, outperforming the 

broader market which was up 10.9%. Globally REITs were up 14.9% (USD) for the quarter, with 

Hong Kong the strongest REIT market (+20.4%) and Japan the worst performer +10%. The best 

performing AREITs over the quarter were Charter Hall Group (+38.4%), reflecting strong fund flows 

and asset value uplift in office and industrial assets, Goodman Group (+25.6%) again reflecting 

strong asset value uplift in industrial property and Dexus Property Group (+20%) reflecting 

increasing funds under management (MLC acquisition) and mooted 80 Collins St, Melbourne 

acquisition. Underperformers for the period included National Storage REIT and Vicinity Centres 

(both flat) with little news flow. There were a few capital raising during the period with Charter Hall 

Education, Viva Energy and Precinct Properties all raising capital for acquisition/development 

opportunities. 

It was a very strong quarter for equity markets with the S&P500 completely reversing the previous 

quarter’s drawdown, with investors more comfortable about a trade truce between China and the 

US, but more importantly with the US Fed now on hold and no further interest rate hikes expected 

in 2019. On the back of a slower global growth outlook and some softer data out of Germany, yield 

curves flattened across most developed markets and German bunds went negative for the first time 

since 2016. 

The Reserve Bank left the cash rate unchanged at 1.5%, Australian GDP was soft for a second 

consecutive quarter at +0.2%. The NAB Business survey was weak as were retail sales (+0.1%). 

Westpac consumer confidence fell to 98.8 (from 103.8) and private sector credit growth was weak 

at +0.3%. Despite the weakness in the broader economy, the unemployment rate decreased 10bp 

to 4.9%, although this was a result of the participation rate falling 20bp to 65.6%. The Australian 

dollar was flat versus the USD, but the 10 year bond yield fell 52bp over the quarter to 1.80%, 

reflecting a weaker economic outlook for Australia. 

Reporting season for the REITs showed quite a divergence in results and outlook for the 

industrial/office/fund managers relative to the retail/residential REITs. This was largely replicated in 

stock performance over the quarter. The office and industrial REITs showed comparable net 

property income up 4%, strong occupancy (97-98%) and continuing cap rate compression. With 

vacancy in Sydney/Melbourne office and industrial markets circa 3-4%, positive rental growth is 

expected to continue into 2020, sustaining positive leasing spreads and continuing asset value 

gains. Goodman Group guided to 9.5% EPS growth for FY19 and Charter Hall Group guided to 14-

17% EPS growth for FY19. Vicinity Centres guided to lower EPS growth (2-3%) as did Scentre 

Group with FFO growth +3%, well below consensus forecasts. 

Portfolio performance 

The Pendal Property Securities Fund returned 15.79% for the quarter (post-fee, pre-tax), 

outperforming its benchmark by 1.41%. 

The portfolio outperformed the benchmark over the March quarter. Overweight positions in Charter 

Hall Group and Mirvac Group and underweight positions in Vicinity Centres, Shopping Centres 

Australia and Stockland Trust Group assisted performance. Overweight positions in National 

Storage REIT, GDI Property Group, Charter Hall Retail REIT, Rural Funds Group and Charter Hall 

Long WALE detracted from performance. 
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Strategy and outlook 

The AREIT sector is now priced on an FY19 dividend yield of 5.5%, a P/E ratio of 16.6 times, well 

ahead of its 27 year average of 13.4x, but in line with its long term average relative to Industrials 

(0.97x). Office and industrial cap rates will likely compress further in the next reporting period (on 

the back of recent transaction evidence), but asset valuation uplift thereafter will depend on income 

growth and tenancy retention. We expect to see cap rates soften for retail assets, especially lower 

quality malls in the next 6-12 months. Balance sheets are stable with sector gearing at 28%. 

International Property 

Pendal Global Property Securities Fund 

Market review (in US$) 

For the quarter ended March 31, performance of the global property securities market (on an ex-

Australia basis) as measured by the FTSE EPRA Nareit Developed Index returned 14.8%. North 

America (up 16.0%) was the strongest performing region, followed by Asia Pacific (up 14.3%) and 

Europe (up 11.8%). Within Europe, results were positive across the region. Finland (up 24.1%) was 

the strongest performer, followed by Israel (up 24.1%) and Italy (up 17.5%). Results in Asia Pacific 

were similarly positive across the region. Hong Kong (up 20.4%) was the strongest performer, 

followed by Singapore (up 13.9%), New Zealand (up 10.6%) and Japan (up 10.1%). Within North 

America, the US and Canada returned 15.9% and 18.0%, respectively. 

Portfolio performance 

The Pendal Global Property Securities Fund returned 14.14% for the quarter (post-fee, pre-tax), 

underperforming the benchmark by 0.39%. 

North America 

For the quarter ended March 31, the North America portfolio returned 15.3% before fees and taxes, 

trailing the FTSE EPRA Nareit North America Index by 67 basis points. Underperformance relative 

to the benchmark was driven by both negative stock selection results and negative sector 

allocation results. In terms of stock selection, results were weakest in the diversified, shopping 

center, and hotel sectors and were strongest in the regional mall, apartment, and storage sectors. 

Regarding sector allocation, negative results were driven by the portfolio’s underweight to the 

outperforming triple net lease sector as well as an overweight to the underperforming regional mall 

sector. Moreover, the portfolio’s small cash position was a detractor to relative performance given 

the regional benchmark’s strong positive absolute performance for the quarter. Among the 

portfolio’s holdings, top individual contributors to relative performance included an overweight 

position in outperforming Rexford Industrial Realty (REXR) and a lack of exposure to 

underperforming Ventas (VTR) and Macerich (MAC). Detractors most notably included an 

underweight position in outperforming Prologis (PLD), lack of exposure to outperforming Alexandria 

Real Estate Equities (ARE), and an overweight position in underperforming Simon Property Group 

(SPG). 

Europe 

For the quarter ended March 31, the European portfolio returned 13.1% before fees and taxes, 

outpacing the FTSE EPRA Nareit Developed Europe Index by 139 basis points. Outperformance 



 20 

relative to the benchmark was attributable to positive stock selection results, while country 

allocation results were largely neutral. In terms of stock selection, results were strongest in the 

United Kingdom, France, and Netherlands and were weakest in Austria, Norway, and Switzerland. 

The portfolio’s small cash position was a detractor to relative performance given the regional 

benchmark’s strong positive absolute performance for the quarter. Among the portfolio’s holdings, 

top positive contributors to relative performance included overweight positions in outperforming 

Segro PLC (United Kingdom), Workspace Group PLC (United Kingdom), and Wihlborgs 

Fastigheter AB (Sweden). Detractors most notably included an overweight position in 

underperforming Deutsche Wohnen SE (Germany) and underweight positions in outperforming 

Land Securities Group PLC (United Kingdom) and LEG Immobilien AG (Germany). 

Asia 

For the quarter ended March 31, the Asia portfolio returned 13.8% before fees and taxes, 

underperforming the regional EPRA benchmark by 45 basis points. Underperformance relative to 

the benchmark was attributable to negative stock selection results in Japan and Hong Kong, which 

were partially offset by positive results in Singapore. Country allocation results were slightly 

positive and were driven by the portfolio’s overweight to the outperforming Singapore. Conversely, 

the portfolio’s small cash position was a detractor to relative performance given the benchmarks 

strong positive absolute performance for the quarter. Among the portfolio’s holdings, top 

contributors to relative performance included a lack of exposure to underperforming Japan Retail 

Fund Investment (Japan), United Urban Investment (Japan), and Daiwa House Residential 

Investment (Japan). Detractors most notably included an overweight position in underperforming 

Advance Residence Investment (Japan), an underweight position in outperforming Henderson 

Land Development (Hong Kong), and a lack of exposure to outperforming Hang Lung Properties 

(Hong Kong). 

 

Active Balanced 

Pendal Active Balanced Fund 

Markets review 

The Australian equity market orchestrated a meaningful turnaround in the first quarter of CY2019, 

despite a somewhat less sanguine reporting season in February. A few factors contributed to the 

general improvement of investor sentiment: In the US there has been a material shift in rhetoric 

from the Fed. Comments now indicate a more dovish stance suggesting the board is not as deaf to 

market feedback as many feared. While we are still facing an environment of reduced liquidity, 

investors are now less concerned that a sharp liquidity crunch could drive a more sustained 

correction. 

Overall, the S&P/ASX 300 index capped its strongest quarter since September 2009, with a gain of 

10.9%. Large cap Resources (+16.5%) outperformed strongly, whereas large cap Industrials 

(+7.8%) were laggards. 

Most of the 11 GICS sectors recorded double-digit gains over the March quarter, with limited 

exceptions being Health Care (+6.7%), Financials (+5.9%), and Consumer Staples (+5.0%). 

Information Technology (+20.0%), Materials (+17.7%) and Communication Service (+16.6%) had 

the largest absolute gains.  

Most major share markets delivered strong double-digit returns for the March quarter to register the 

best quarterly performance since 2010. A number of supportive factors came together to buoy 

market sentiment, namely the US Federal Reserve indicating it may put further interest rate 
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increases on hold, growing optimism towards US-China trade resolution and a continuation of 

strong corporate earnings in the US and Europe. Continuing iterations on the shape and form of the 

Brexit issue were increasingly kept in perspective, as were concerns over prospects for global 

growth generally. Positive sentiment led the benchmark MSCI World ex Australia (A$) Index to 

deliver an 11.5% for the quarter. 

The US share market continued to lead other markets with strong gains. These were a product of 

recovery from the heavy sell down of the market in December, improving expectations on the US-

China trade issue, continued corporate earnings growth (averaging 12% for the market) and 

receding concerns over the extent of monetary tightening by the Fed. Gains were fairly broadly 

based, although defensive sectors outperformed later in the quarter. The S&P500 closed the 

quarter with a healthy 13.1% gain, while the NASDAQ moved even higher to a 16.2% rise. 

European share markets completed three consecutive months of gains, buoyed by similar 

sentiments in the US. European investors seemed to form a consensus on expectations for the 

EU’s monetary tightening bias moving towards being on hold, which came to fruition in March when 

the Board cut growth forecasts and revised their guidance to leave interest rates unchanged “at 

least to the end of 2019”. Economic growth data for the eurozone came in a 0.2% for the December 

quarter, with the annual rate being a modest 1.2% to fall below the 2017 level. Italy’s economy 

appears to be faring worse after it slipped into a technical recession in the fourth quarter when the 

economy contracted by 0.2%, following a 0.1% contraction for the prior quarter. Although growth 

concerns persisted, they weren’t enough to curtail investor sentiment and the region’s Euro Stoxx 

Index rose 11.6% for the quarter, driven higher by strong performances by Italy (+16.2%), 

Switzerland (+12.4%), France (+13.1%) and Switzerland (+12.4%) while Germany (+9.2%) and the 

UK (+8.2%) were still strong but laggards in this regard. 

Within the Asian region, Chinese stocks were a clear leader of the region, with the Shanghai 

Composite rising an impressive 23.9% and Hong Kong up a sizeable 12.4%. China set the pace for 

the region to continue a rally that began with the Lunar New Year as expectations of a resolution on 

the trade issue supported sentiment. Most other markets followed with gains although Malaysia 

was the sole exception, down 2.8% on local issues.  

The Australian dollar was relatively unchanged against the US dollar but stronger against the euro 

and Japanese yen. In commodity markets the oil price formed a rapid ascension to rise 32.4% over 

the quarter to close at US$60.10 per barrel as Russia, Saudi Arabia and other top exporters 

constrained production in response to a growing oversupply. 

Australian bond yields experienced a significant fall that was shared by global peers over the 

quarter. The decline appeared tied to more dovish messaging from central banks, as well as 

emerging concerns over the outlook for the US economy. These developments overshadowed 

wavering trade war and Brexit-related headlines. In Australia, the RBA left rates unchanged at 

1.50% through the quarter as widely-expected. However, Governor Lowe noted over the period 

that the outlook for rates had become “more evenly balanced”. In turn, expectations for a rate cut 

increased with two reductions now priced by year-end. This contributed to a decline in OIS rates, 

while separately repo rates fell and translated to lower funding costs for the banks. Data-wise, 

fourth quarter GDP figures revealed a weak 0.2% pace of growth over the quarter, which brought 

the year-on-year rate to 2.3%. Finally on market movements, Australian 3 and 10 year yields fell 

44bp and 56bp to 1.40% and 1.77% respectively. 3 month BBSW saw a similar decline of 32bp to 

1.77%. 

Global bond yields experienced a significant fall over the quarter that was tied to more dovish 

messaging from central banks, as well as emerging concerns over the prospects for the US 

economy. These developments overshadowed wavering trade war and Brexit-related headlines. 

The outlook for Fed policy was perceived as increasingly dovish over the period. The majority of 

Committee members no longer anticipate additional hikes this year and a need to be “patient” on 

further increases was emphasised in their communication. In combination with softening economic 

data, market-implied pricing shifted to an eventual cut from the Fed over the next year. Data varied 

with a significant range, with Non-Farm Payroll numbers and leading indicators were also mixed. In 
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Europe, the ECB also adjusted its policy stance to a more dovish lean at its March meeting. 

President Mario Draghi pushed back the central bank’s expected timeframe for a rate hike to the 

end of the year and announced a new TLTRO program. Meanwhile in Asia, Chinese policymakers 

announced a lower growth target of between 6% and 6.5%, from the previous “around 6.5%”. 

Finally in terms of market movements, US 2- and 10-year yields dropped 23bp and 28bp to 2.26% 

and 2.41%. 

Portfolio performance 

The Pendal Active Balanced Fund returned 7.11% (post-fee, pre-tax) for the quarter, 

underperforming its benchmark by 0.70%. 

The Fund’s return for the March quarter was largely driven by its exposure to Australian and 

offshore equity and property markets which experienced a strong rally. Overweight exposures to 

the best performing asset classes and investing in alternatives contributed to returns. The 

Australian and international fixed income made positive, albeit modest contributions to returns in 

keeping with its role of diversifying exposure to growth assets. 

Performance relative to the benchmark was a function of our tactical asset allocation (TAA) and 

dynamic asset allocation (DAA) processes working in unison. Our TAA decisions saw the Fund’s 

overweight exposure to Australian and global equities contribute to relative returns, while exposure 

to fixed interest assets had a fairly neutral impact. Our DAA process is intentionally designed to 

diversify and complement the TAA process by managing risks, particularly in persistently trending 

markets like we saw through the quarter. 

The key factors influencing the alpha generated through active management were stock selection 

outcomes within Australian equities. Within the Australian equity strategy, overweight positions in 

Santos, Viva Energy and Fortescue Metals contributed to performance, although somewhat offset 

by overweight position in Qantas, CSL and Resmed—positions which have performed very well for 

our investors over the past year.  

Within the global equities portfolio, the Concentrated, European Value and Emerging Markets 

strategies underperformed their benchmarks (pre fees) although they all delivered strong gains and 

performed in line with our expectations.  

The Alternatives strategy delivered a total return (before fees) of +1.18% versus a cash return of 

0.17%. Within our Alternatives core portfolio the Global Macro, Event Driven and Fixed Income 

Relative Value strategies contributed to returns, while the Equity Market Neutral strategy detracted 

from performance, in line with expectations during a positively trending market.  

In relation to our tactical positioning within the Alternatives component of the Fund, contributions 

from positioning in copper and volatility were more than offset by a detraction from a short position 

in crude oil.  

Since the end of the quarter we added new long positions in US and Australian equities and 

switched to a long position in Gold. 

Strategy and outlook 

Underlying asset markets have been trending higher in 2019, reflecting the prevailing influence on 

market sentiment from macroeconomic and political uncertainties. This is set against the generally 

positive earnings results of corporates and the more benign development of credit spreads. Despite 

the short term decline we saw at the end of 2018, markets have demonstrated a strong rebound 

this year which highlights the importance of remaining invested through longer periods. 

The Fund’s performance through the past quarter has highlighted the importance of remaining 

invested in a long term strategy. The Fund’s performance also exhibits the benefit of having a well-
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diversified and disciplined investment strategy that can smooth returns from underlying assets 

which tend to be more volatile in isolation. We also structure the Fund to take advantage of 

temporal dislocations in markets through the use of modelling to guide tactical and dynamic asset 

allocation practices. These are useful in capturing trends and other well documented behavioural 

biases that prevail in market psychology.  

We are unreservedly active in our approach to identifying and capitalising on opportunities to grow 

our investors’ retirement savings beyond what could otherwise be achieved through relying solely 

on market returns. We also seek to manage risks to those retirement savings through using the 

levers of tactical and dynamic asset allocation. Taken together, these approaches can have a 

synergistic effect in sourcing additional returns and managing risks. 

The domestic market is likely to be preoccupied with issues like the upcoming Federal election, 

developments in the housing market and policy direction of the RBA. Looking further afield, 

investors are likely to remain alert to the prospects for growth in Europe, China, the UK and the US. 

Each market is facing well-publicised issues which have the potential to negatively impact 

retirement savings in worst-case scenarios.  

Regardless of short term market gyrations, we are always focused on continual improvement 

through a rigorous, research-based approach and are focused on ensuring the funds are well 

positioned to achieve their long term objectives. 

We remain confident that our tried and tested investment philosophy and asset allocation 

processes will continue to deliver favourable investment outcomes over the long term. We continue 

to employ an active approach to modelling scenarios and assessing market technical factors to 

identify opportunities and limit risks for our investors.  
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Performance as at 31 March 2019 

 

F YT D 1 year 2 Years 3 Years 5 Years Since

(pa) (pa) (pa) (pa) Incp. (pa)

Australian Shares - All Cap

P endal A ustralian Share F und A P IR  - R F A 0818A U

Total Return (post-fee, pre-tax) 0.75 10.99 -0.56 1.01 8.07 7.77 10.84 7.65 9.83

Total Return (pre-fee, pre-tax) 0.82 11.21 -0.16 1.61 8.93 8.63 11.72 8.51 10.83

Benchmark 0.73 10.92 1.59 3.12 11.74 7.21 11.39 7.39 9.85

P endal Imputat io n F und A P IR  - R F A 0103A U

Total Return (post-fee, pre-tax) 0.51 9.72 0.44 1.98 10.68 7.10 10.55 6.73 9.38

Total Return (pre-fee, pre-tax) 0.59 9.96 0.89 2.68 11.68 8.07 11.55 7.69 10.40

Benchmark 0.73 10.92 1.59 3.12 11.74 7.21 11.39 7.39 8.64

P endal F o cus A ustralian Share F und A P IR  - R F A 0059A U

Total Return (post-fee, pre-tax) 0.76 11.39 -1.14 0.57 7.62 8.54 12.10 9.31 9.07

Total Return (pre-fee, pre-tax) 0.82 11.59 -0.78 1.14 8.18 9.82 13.27 10.42 10.17

Benchmark 0.73 10.92 1.59 3.12 11.74 7.21 11.39 7.39 7.49

P endal Ethical Share F und A P IR  - R F A 0025A U

Total Return (post-fee, pre-tax) 0.82 11.70 -0.52 1.41 7.82 7.45 10.69 7.91 8.41

Total Return (pre-fee, pre-tax) 0.90 11.97 -0.04 2.14 8.85 8.48 11.74 8.94 9.47

Benchmark 0.73 10.92 1.59 3.12 11.74 7.21 11.39 7.39 8.03

Australian Shares - Mid Cap

P endal M idC ap F und A P IR  - B T A 0313A U

Total Return (post-fee, pre-tax) 0.14 8.06 -7.19 -5.55 -0.26 9.73 11.63 11.46 9.77

Total Return (pre-fee, pre-tax) 0.22 8.30 -6.77 -4.91 0.44 11.15 12.93 12.82 11.92

Benchmark 0.00 10.73 -4.01 -0.90 5.39 9.61 12.39 11.31 5.71

Australian Shares - Small Cap

P endal Smaller C o mpanies F und A P IR  - R F A 0819A U

Total Return (post-fee, pre-tax) 0.00 10.39 -6.50 -5.20 0.49 9.10 9.34 8.40 12.80

Total Return (pre-fee, pre-tax) 0.10 10.73 -5.92 -4.32 1.74 10.46 10.69 9.75 14.10

Benchmark -0.12 12.59 -2.83 -1.76 5.78 10.29 11.40 7.97 7.68

Australian Shares - Micro Cap

P endal M icro C ap Oppo rtunit ies F und A P IR  - R F A 0061A U

Total Return (post-fee, pre-tax) 2.00 13.86 -0.11 4.28 7.56 13.08 15.34 15.47 17.77

Total Return (pre-fee, pre-tax) 2.61 14.65 1.03 5.78 9.44 15.19 17.65 18.67 22.76

Benchmark -0.12 12.59 -2.83 -1.76 5.78 10.29 11.40 7.97 3.25

International Shares

P endal C o re Glo bal Share F und A P IR  - R F A 0821A U

Total Return (post-fee, pre-tax) 0.87 10.74 -4.66 1.01 4.45 9.28 10.72 10.77 5.79

Total Return (pre-fee, pre-tax) 0.95 11.01 -4.20 1.75 5.45 10.33 11.78 11.83 6.94

Benchmark 1.49 11.50 -0.87 6.42 12.30 12.81 13.71 12.78 7.44

P endal Glo bal Emerging M arkets Oppo rtunit ies F und -  WS A P IR  - B T A 0419A U

Total Return (post-fee, pre-tax) 4.12 9.70 4.22 4.27 5.03 12.11 14.30 10.51 10.66

Total Return (pre-fee, pre-tax) 4.23 10.06 4.95 5.36 6.51 13.67 15.89 12.10 12.80

Benchmark 1.00 8.94 3.60 4.63 -0.02 11.45 13.66 9.34 10.07

P endal C o ncentrated Glo bal Share F und A P IR  - B T A 0503A U

Total Return (post-fee, pre-tax) -0.15 9.71 1.88 6.00 10.93 14.27 N/A N/A 14.17

Total Return (pre-fee, pre-tax) -0.05 10.01 2.40 6.78 12.00 15.52 N/A N/A 15.46

Benchmark 1.49 11.50 -0.87 6.42 12.30 12.81 N/A N/A 12.89

Property

P endal P ro perty Securit ies F und A P IR  - B T A 0061A U

Total Return (post-fee, pre-tax) 5.86 15.79 13.39 16.84 28.04 12.71 10.92 14.95 8.08

Total Return (pre-fee, pre-tax) 5.92 15.97 13.76 17.42 28.87 13.45 11.64 15.70 8.90

Benchmark 6.04 14.38 12.43 14.66 25.92 12.17 10.19 14.90 7.89

P endal Glo bal P ro perty Securit ies F und A P IR  - R F A 0051A U

Total Return (post-fee, pre-tax) 3.55 14.14 7.56 8.11 16.13 8.90 6.68 9.05 9.34

Total Return (pre-fee, pre-tax) 3.63 14.41 8.07 8.86 17.19 9.90 7.66 10.05 10.34

Benchmark 3.68 14.53 7.62 7.83 15.55 8.26 6.75 9.28 9.05

Fixed Interest

P endal F ixed Interest  F und A P IR  - R F A 0813A U

Total Return (post-fee, pre-tax) 1.73 2.87 4.36 4.25 5.76 4.32 3.35 4.47 6.39

Total Return (pre-fee, pre-tax) 1.77 3.00 4.62 4.64 6.28 4.85 3.86 5.00 6.94

Benchmark 1.82 3.43 5.75 6.33 7.20 5.22 4.17 5.07 6.66

P endal Glo bal F ixed Interest  F und A P IR  - R F A 0032A U

Total Return (post-fee, pre-tax) 2.11 2.16 4.17 2.65 3.26 2.68 1.91 4.07 5.87

Total Return (pre-fee, pre-tax) 2.15 2.29 4.44 3.05 3.81 3.23 2.45 4.62 6.45

Benchmark 1.92 2.51 5.01 4.33 4.50 3.74 2.77 4.91 6.81

P endal Enhanced C redit  F und A P IR  - R F A 0100A U

Total Return (post-fee, pre-tax) 1.37 2.64 4.11 4.83 5.48 4.57 4.21 4.72 5.74

Total Return (pre-fee, pre-tax) 1.41 2.76 4.35 5.19 5.96 5.04 4.68 5.19 6.27

Benchmark 1.38 2.66 4.18 4.99 5.79 4.71 4.26 4.77 5.86

Cash & Income

P endal Enhanced C ash F und A P IR  - WF S0377A U

Total Return (post-fee, pre-tax) 0.27 0.74 1.15 1.80 2.34 2.62 2.77 2.72 4.84

Total Return (pre-fee, pre-tax) 0.30 0.80 1.28 1.99 2.60 2.87 3.02 2.98 5.18

Benchmark 0.17 0.52 1.00 1.52 2.02 1.88 1.90 2.13 4.78

P endal M anaged C ash F und A P IR  - WF S0245A U

Total Return (post-fee, pre-tax) 0.16 0.47 0.96 1.44 1.90 1.84 1.89 2.09 6.32

Total Return (pre-fee, pre-tax) 0.18 0.53 1.07 1.61 2.12 2.06 2.11 2.32 6.62

Benchmark 0.17 0.52 1.00 1.52 2.02 1.88 1.90 2.13 6.39

P endal M o nthly Inco me P lus F und A P IR  - B T A 0318A U

Total Return (post-fee, pre-tax) 1.03 2.93 2.28 3.09 4.26 4.48 4.32 4.52 5.39

Total Return (pre-fee, pre-tax) 1.09 3.10 2.61 3.59 4.94 5.16 5.00 5.20 6.06

Benchmark 0.13 0.37 0.75 1.13 1.51 1.51 1.55 1.84 2.79

Diversified

P endal A ct ive B alanced F und A P IR  - R F A 0815A U

Total Return (post-fee, pre-tax) 1.07 7.11 -0.39 1.10 4.84 5.94 7.38 7.08 7.54

Total Return (pre-fee, pre-tax) 1.15 7.36 0.09 1.82 5.84 6.96 8.40 8.10 8.61

Benchmark 1.20 7.81 2.15 4.51 9.26 7.31 8.84 7.69 7.50

(%)
1 M o nth 3 M o nths 6 M o nths
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All returns are calculated by Pendal Fund Services Limited ABN 13 161 249 332, AFSL No: 431426 (PFSL, Pendal). No part of this 

Fund Manager Commentary (Commentary) is to be circulated without this page attached. 

This Commentary is dated 17 April 2019 and has been prepared by Pendal. The information in this Commentary is for general 

information only and should not be considered as a comprehensive statement on any of the matters described and should not be 

relied upon as such. The information contained in this Commentary December contain material provided directly by third parties 

and is believed to be accurate at its issue date. While such material is published with necessary permission, neither Pendal nor any 

company in the Pendal Group of companies accepts any responsibility for the accuracy or completeness of this information or 

otherwise endorses or accepts any responsibility for this information. Except where contrary to law, Pendal intends by this notice 

to exclude liability for this material. 

This Commentary has been prepared without taking into account your objectives, financial situation or needs. Furthermore, it is 

not intended to be relied upon for the purpose of making investment decisions and is not a replacement of the requirement for 

individual research or professional tax advice. Because of this, before acting on this information, you should seek independent 

financial and taxation advice to determine its appropriateness having regard to your individual objectives, financial situation and 

needs.  

Pendal does not give any warranty as to the accuracy, reliability or completeness of the information contained in this 

Commentary. This Commentary is not to be published without the prior written consent of Pendal.  

Performance figures are calculated in accordance with the Financial Services Council (FSC) standards. Performance data (post-

fee) assumes reinvestment of distributions and is calculated using exit prices, net of management costs. Performance data (pre-

fee) is calculated by adding back management costs to the (post-fee) performance. Past performance is not a reliable indicator of 

future performance. The term ‘benchmark’ refers to the index or measurements used by an investment manager to assess the 

relative risk and the performance of an investment portfolio.  

Pendal is the issuer of the following products: 

Pendal Australian Share Fund ARSN 089 935 964  

Pendal Smaller Companies Fund ARSN 089 939 328 

Pendal Concentrated Global Share Fund ARSN 613 608 085  

Pendal Core Global Share Fund ARSN 089 938 492 # 

Pendal Global Fixed Interest Fund ARSN 099 567 558  

Pendal Enhanced Credit Fund ARSN 089 937 815  

Pendal Fixed Interest Fund ARSN 089 939 542  

Pendal Property Securities Fund ARSN 089 939 819  

Pendal Global Property Securities Fund ARSN 108 227 005  

Pendal Managed Cash Fund ARSN 088 832 491  

Pendal Enhanced Cash Fund ARSN 088 863 469  

Pendal Active Balanced Fund ARSN 088 251 496 

A product disclosure statement (PDS) is available for each of the above products and can be obtained by contacting Pendal on 

1800 813 886, or by visiting www.pendalgroup.com. You should consider the relevant PDS in deciding whether to acquire, or to 

continue to hold, the product.  

# AQR began managing international equity for BT Financial Group in December 2006. 

For more information contact your  

key account manager or visit pendalgroup.com. 


