
Performance Fee Disclosure All figures & tables stating investment performance returns (BEFORE administration fees and taxes) for the Portfolio. The performance 

returns have been calculated on a daily basis taking into account brokerage costs, and are accumulated for the period shown. Returns are shown as annualised if the 

period is over 1 year, or as total returns otherwise. 

The Portfolio is designed for investors who… 

• Seek long term capital growth & tax-effective 
income 

• Have a long-term investment horizon of at least five 

years and accept the risk of price fluctuations. 

Investment Profile 

 A Professionally Managed Portfolio of Australian Shares 
 

The Watershed Australian Share Portfolio is a separately 
managed account, or SMA, actively managed by Watershed 
Funds Management. SMAs are professionally managed 
portfolios of investments whereby the investor receives 
beneficial ownership of the underlying securities. 
 

Investment Objective  
 

The objective of the Watershed Australian Share Portfolio is 
to provide market-leading, tax effective returns over the 
medium to long term from a concentrated portfolio of large 
capitalisation, high quality Australian shares and listed 
Exchange Traded Funds.  
 
 

Key Portfolio Features 

Inception 5 Aug 2010 

Benchmark 
S&P/ASX200 Accumulation 
Index 

Authorised Investments 
ASX200 shares 
Listed ETF’s 

Number of Stocks 15-30 

Cash Allocation 2-20% 

Tracking Error 2% to 5% per annum 

Investment Horizon At least 5 years 

 

Performance 
 

 

*Inception - August 2010 

Portfolio Structure 

No. Company Name ASX Code 

1 BHP Billiton  BHP 

2 Commonwealth Bank CBA 

3 CSL Ltd CSL 

4 Rio Tinto RIO 

5 Resmed Inc RMD 
 

GICS Sector    

Banks/Financials  15.38% 

Consumer Discretionary  6.57% 

Consumer Staples   6.10% 

Energy   7.99% 

Health Care   20.33% 

REITs   5.44% 

Materials/Resources   23.85% 

Industrials   11.78% 

CASH   2.56% 

TOTAL   100% 
 

 

 

Banks/Financials

Consumer Discretionary

Consumer Staples

Energy

Health Care

REITs

Materials/Resources

Industrials

CASH

Gross Performance (%) 1m 3m 6m 1yr 3yr 5yr 7yr 9yr 
Inception 

* 

WFM Aus Share Portfolio 0.84% 11.32% 8.96% 4.07% 5.80% 7.54% 7.35% 9.96% 7.39% 

S&P/ASX 200 Accum Index 1.21% 13.70% 13.20% 1.40% 6.73% 8.73% 7.38% 10.11%  

Relative Performance -0.37% -2.38% -4.24% 2.68% -0.93% -1.19% -0.02% -0.15%  
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Quarter in Review 
 
• The Watershed Australian Share portfolio had 

another strong quarter buoyed by positive news 

around the rollout of a vaccine. The portfolio 

returned 11.32% for the December quarter, trailing 

the index by 2.38% 

• Calendar year 2020 actually turned out to be a 

positive year which is remarkable all things 

considered. The Aus Share portfolio returned 4.07% 

for the year which outperformed the benchmark by 

2.68% 

 

Portfolio Adjustments 
 
During the quarter we:  
 
Bought: BBOZ, RHC 
 
Sold: BBOZ, WBC 
 
Topped Up: AWC, RIO 

Quarterly Performance Attribution 
 

Top 
Contributors 

 Key  
Detractors 

 

CBA  BBOZ  

BHP  AZJ  

RIO  RHC  

 
 

 

\ 

 

 

 

Market Summary 

While 2020 will be remembered for the deepest 

economic downturn since WWII, the recovery has been 

just as impressive. The recovery will remain underpinned 

by future success at containing Covid and a continuation 

of ultra-easy fiscal and monetary policy.  

The Australian share market followed suit as it continued 

its remarkable rebound in the December quarter on 

positive news of a vaccine rollout. The flow on effects 

led to a rotation from growth to value as those stocks 

leveraged to an economic recovery finally saw some 

buying. Banks, Financials and Energy were the 

beneficiaries returning the most over the quarter.  

The other key event over the December quarter was US 

Federal Election. In what was the biggest voter turnout 

in history, Trump became the first one term president 

since George Bush in 1993. Initial concerns of a 

Democratic leadership have been outweighed in the 

 

short term by optimism over greater fiscal spending. 

However concerns remain over the longer term agenda of a 

seemingly far left government looking to spend on 

renewables and fund it from increased corporate taxes 

(unwinding the Trump tax cuts).  

The building blocks are now in place for 2021 to continue the 

economic revival. With a wave of global fiscal and monetary 

stimulus and the global rollout of a vaccine, our base case is 

now for global synchronised growth in 2021 as the world 

continues its path back to normality. This environment is 

conducive for equities and as such the portfolio enters the 

new calendar year nearly fully invested. While risks will 

remain, these factors set a solid foundation for a recovery.  

Portfolio Positioning: 

After a very active year the portfolio had a relatively quiet 

quarter all things considered. The portfolio set itself up over 

the course of the year to take advantage of a recovery and 

since then has been managing market exposure as the 

market rotated between over optimism and pessimism, 

creating volatility. 

During the quarter the portfolio introduced a small short 

position (circa 2.5%) on the back of volatility we expected 

around the US election. The lead up to the election had it 

very tight and a few key swing states were up in the air. Fears 

of a contested election which came to fruition had markets 

on edge, but at the time the result of a Democratic led 

administration and a Republican held senate seemed the 

best outcome for stimulus while no blue wave for reform. 

The aftermath saw markets rise on this outcome, which 

coincided with news of a vaccine, and saw us move more 

bullish on markets and lead us to close the short at a small 

loss. 

The sole new addition to the portfolio was Ramsay 

Healthcare (RHC), funded from the sale of the short position 

(BBOZ). Ramsay is a global health care provider through its 

hospitals and services. As hospitals closed for general 

operations, a backlog of operations is set to flow through 

which we believe is underappreciated by the market. 

The portfolio also divested its position in Westpac before it 

reported its full year results in November. While the result 

was nothing special, the banks were perceived to be big 

beneficiaries of the vaccine news, as mentioned earlier value 

stocks legged up sharply on expectations of the economy 

opening back up and inflation creeping back. Holdings in Rio 

Tinto (RIO) and Alumina (AWC) were also topped up during 

the quarter as both are leveraged to our base case of global 

synchronised growth in 2021. 


