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TRADE UPDATE 

Market sentiment seems to be driving markets over economic reality. And while markets 

typically bottom before earnings, the dramatic rise seems to have caught a

investors by surprise. Watersheds SMAs have navigated the selloff well and were 

positioned accordingly for a market rebound after moving to fully invested in March/April. 

But like many we did not expect the rally to be as fast as it has been. Very 

accommodative fiscal and monetary policy has helped drive the rapid recovery in global 

markets but we do see risks as skewed to the downside as we approach the full year 

reporting season, where the focus is no doubt on the outlook expectations, over the 

actual second half results. 

With the Australian market trading around 6,000 we see more downside risk given the 

expectation of return to normality may not be as fast as expected. Companies providing 
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trading updates prior to, and during results season, could elevate volatility and provide 

opportunities to deploy cash at more attractive valuations. 

As a result we are taking a cautious approach and increasing cash slightly within our 

equity SMAs. 

Australian Share Portfolio 

 We have increased cash to 14% by trimming and divesting several holdings 

 We were market weight banks and happy to lighten through selling NAB which we 

view as the most poorly managed bank 

 OZL has been a trading stock in the portfolio and has once again put on 15-20% since 

its addition. OZL was sold in full 

 ALQ has also rebounded well and we were happy to remove the risk by selling before 

the result. 

 WES has recovered well due to strong performance of Bunnings and Officeworks. 

They also sold their stake in Coles well after consumer staples experience strong 

tailwinds with panic buying and eating in. But we question what will drive the stock 

price from here. Target store closures and a 24x multiple could be a headwind. WES 

was sold in full. 

 We also trimmed holdings in cyclicals (BHP and RIO after strong iron prices), other 

banks after their impressive 3 day rally (ANZ, CBA, WBC). 

Emerging Leaders Portfolio 

 Cash in the portfolio is now 10.5% 

 We took some profits in tech darlings Afterpay and Appen after strong price strength. 

 Afterpay has had a very volatile period but has come through experiencing record 

highs as the shift online has seen strong customer growth as well as a substantial 

holding taken by Chinese heavyweight Tencent. 

 Appen has also seen increased demand for its content relevance as its major tech 

clients experienced high traffic volumes as people spend more time online. 

International ETF Portfolio 

 The portfolio successfully traded a leveraged US position several times after the 

market sell off given the elevated volatility. But similar to the Australian market, the US 

S&P500 has rebounded strongly pushing through the 3,000 level and is now only a 

few percentage points off its all time highs. As a result we have introduced a small US 

short position at a 7% weight as we currently view the short term risk as skewed to the 

downside. 

International Portfolio 

 No changes. 

 

 



 
 

Income Portfolio 

 The portfolio received an allocation to the new Macquarie Capital Notes 3 (MBLPC) 

which began trading on June 3 at just below $103. The notes came in at a margin of 

470 basis points above the 90 day BBSW with an expiry of December 2025 

 The portfolio used the weakness in March and April to reduced the cost base of 

several oversold hybrids and LITs which have since bounced back and are priced 

more fairly. 

As always, if you would like to speak to the Watershed Team on what has driven these 

industry-leading results, please contact Shantelle Lay on (03) 9614 8899. 

 

Performance Fee Disclosure 

The performance returns have been calculated on a daily basis AFTER investment 

management fees, taking into account brokerage costs, and are accumulated for the 

period up until 30/04/2020. Returns have been sourced from HUB24, or FE Analytics 

where otherwise available. 

 

  

Watershed Funds Management 

Watershed Funds Management is a specialist Managed Account (MDA & SMA) Provider 

and has been a pioneer in the delivery of these portfolio solutions to financial advisers. 

Watershed leverages the expertise of a highly credentialed investment team to form a 

global thematic view that determines asset class and sector allocations. 

Our investment committee structure differs for each SMA and is chaired by an individual 

with niche expertise and a proven track record for managing portfolios within that asset 

class. With a research process that is both rigorous and thorough we have been able to 

deliver strong historical returns across our full suite of Managed Accounts. 

An investment in a Watershed Managed Account provides professional and active 

investment management with full transparency of holdings, transactions and structure. 

Watershed seeks to form a collaborative relationship with advisers, actively 

communicating portfolio strategy in the current market environment so that advisers are 

better equipped to communicate with their clients.. 
 


