
 

Bennelong Long Short Equity Fund 
Monthly Performance Update                            As at 31 October 2018 

 

Portfolio Performance 
 

The fund fared poorly in a month which featured elevated market volatility, 
general weakness, corporate activity and a plethora of updates to 
earnings guidance at AGMs.  
 
Regarding company earnings and guidance updates, both the long and 
short portfolio experienced a favourable bias of upgrades/downgrades.  In 
addition, one of our short positions gained from the announcement of an 
asset sale which the market received very negatively. 
 
However, company fundamentals were overwhelmed by the market 
favouring defensive traits in preference to operating/fundamental 
performance. This is not unusual in this type of environment. In addition 
to this influence, it was also evident that there was an element of mean 
reversion in our September and October performance following our 
August performance.  
 
The Fund was also hit by an indicative bid by private equity firm KKR for 
Myob. The fund is long Xero (XRO) / short Myob (MYO). This pair 
accounted for one third of our negative return for the month. The timing 
was especially unfortunate as it was announced the day before the US 
tech stock correction began - leaving our XRO position unsatisfactorily 
hedged. Whilst it is a significant cost for the fund this month, even post 
the bid the pair has been very profitable for the fund. Our historic sale 
price for MYO is around the post bid share price, however our buy price 
for XRO is less than half the current share price. It is often the case that 
takeovers can be preceded by lengthy periods of poor performance by 
the target. 
 

Market Observations 
 

It was a very weak month for equity markets. The US S&P 500 Index 
declined -6.9%, its biggest monthly setback since September 2011 while 
the tech-focused Nasdaq Composite Index fell -9.2% to have its worst 
calendar month since February 2009. European markets similarly 
declined mid-to-high single digits (UK FTSE Index -5.1%, France CAC 40 
Index -7.3%, German Dax Index -6.5%) while Asian markets fared worse 
with the Japan Nikkei Index down -9.1% and MSCI Asia ex Japan -10.9%. 
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Bennelong Long Short Equity Fund 
Monthly Performance Update 

                        As at 31 October 2018 
 

The Australian share market performed in lock-step with offshore markets, 
posting a decline of -6.1% (ASX/S&P 200 Index). All sectors declined 
during the month with the Energy (-10.5%) and IT (-11.3%) sectors being 
hardest hit in sympathy with a weaker oil price (Crude Oil -11%) and the 
weakness in tech sectors worldwide. 
 
The more fragile progress of share markets in the last 12 months in no 
small part reflects changing monetary policy settings from the major 
central banks who implemented unprecedented stimulus measures in the 
aftermath of the 2008-09 global financial crisis (GFC) and have only 
recently begun unwinding these settings. While the programs underway 
to normalise monetary policy are gradual and orderly, they nevertheless 
mark the end of a prior tailwind in terms of the absence of a large known 
buyer of various financial assets that has impacted the pricing of many 
other asset classes (equities included). To put the normalisation process 
in perspective, the following two charts show first, the starting point of 
short term interest rates set by the central banks, while the second chart 
is courtesy of Deutsche Bank who has estimated the profile of net asset 
buying by each of the US Federal Reserve, ECB, Bank of England and 
Bank of Japan. In aggregate, central banks are reversing the process of 
expanding liquidity to withdrawing it. 
 

 
 
 
 
 
 
 

 

 
 
 
 
 
 
 

 

 

 

 

 

 

 



 

Bennelong Long Short Equity Fund 

Monthly Performance Update 
                                                                                                                                            As at 31 October 2018

Calendar year performance

% change 

cal yr
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec CYTD

2018 1.51% -0.58% 0.83% 1.96% 4.75% 0.08% -3.64% 10.59% -3.85% -7.05% 3.59%

2017 4.95% 2.07% 0.29% 5.84% 2.86% 1.20% -1.42% -6.70% 3.88% 5.29% -1.14% 2.90% 21.12%

2016 -0.29% 2.37% -6.73% -2.30% 7.58% -1.04% 1.46% -5.90% -1.06% -1.76% -2.24% -3.23% -13.07%

2015 2.66% 0.05% 3.59% 0.03% -1.91% 4.86% 8.85% -0.69% 5.71% 2.54% 0.65% 6.22% 37.11%

2014 -2.32% 2.50% 0.16% -4.97% -0.80% -0.44% 3.04% -1.56% -3.59% -4.33% 3.12% 2.83% -6.63%

2013 0.46% -0.28% 0.69% 0.01% 9.49% 1.10% 3.52% 2.27% 0.83% 1.88% -1.80% 2.68% 22.48%

2012 -2.04% -8.43% 6.35% 4.22% 1.19% 8.47% 1.57% -1.61% -2.00% 1.69% -0.41% 0.89% 9.20%

2011 -0.59% 4.39% 1.85% 2.34% 3.09% 4.12% 2.12% 1.91% -1.25% -5.06% 3.09% 3.27% 20.60%

2010 0.25% -6.16% 4.77% -1.10% 3.24% 2.84% 2.90% -0.96% -0.98% 1.23% 2.87% 3.65% 12.71%

2009 5.69% 7.88% -1.72% 4.26% -1.24% -7.16% 2.24% 5.61% -1.14% 2.65% 1.71% 3.57% 23.64%

2008 -2.10% -2.82% 3.40% 1.06% 7.07% 7.36% 1.16% -3.57% -8.98% 3.78% 5.78% 0.49% 11.95%

2007 0.55% 5.42% 3.62% -3.12% 0.92% -2.90% 1.70% -3.72% 5.63% -0.22% 4.41% 9.04% 22.51%

2006 1.24% 4.76% 10.16% 2.90% 2.58% 0.95% 5.57% 7.67% -2.62% 5.22% 2.01% 1.35% 49.91%

2005 6.29% 7.29% 5.01% -0.49% -0.27% 1.81% -2.87% -1.51% 4.10% -2.33% 2.88% 8.73% 31.64%

2004 0.19% 0.16% 0.49% -3.41% 0.78% 2.60% 4.36% -0.80% 3.22% 1.42% -0.29% 1.61% 10.59%

2003 2.34% 6.21% -0.44% 0.61% 0.82% 3.00% -1.93% -0.99% 2.01% 4.85% 3.78% -1.27% 20.33%
 

Note: The returns highlighted in bold are net returns of the Bennelong Long Short Equity Fund (pretax) *Composite pro forma CY08.  
The returns not bolded are "pro forma" net returns of the Bennelong Securities Long Short Equity Fund (Managed Account) (pretax) Jan 03 to Jun 08 
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Note: Composite Index comprising Bennelong Securities Long Short Equity Fund  
(Managed Account) Feb 02 to Jun 08 & Bennelong Long Short Equity Fund from Jul 08 

 
The Fund is managed by Bennelong Long Short Equity Management Pty Limited, a Bennelong Funds Management boutique. 
 

Disclaimer: This information is issued by Bennelong Funds Management Limited (ABN 39 111 214 085, AFSL 296806) (BFML) in relation to the Bennelong Long Short 
Equity Fund. The information provided is general information only. It does not constitute financial, tax or legal advice or an offer or solicitation to subscribe for units in any 
fund of which BFML is the Trustee or Responsible Entity (Bennelong Fund). This information has been prepared without taking account of your objectives, financial situation 
or needs. Before acting on the information or deciding whether to acquire or hold a product, you should consider the appropriateness of the information based on your own 
objectives, financial situation or needs or consult a professional adviser. You should also consider the relevant Information Memorandum (IM) or Product Disclosure 
Statement (PDS) which is available by phoning 1800 895 388. BFML may receive management and or performance fees from the Bennelong Funds, details of which are 
also set out in the current IM or PDS. BFML and the Bennelong Funds, their affiliates and associates accept no liability for any inaccurate, incomplete or omitted information 
of any kind or any losses caused by using this information. All investments carry risks. There can be no assurance that any Bennelong Fund will achieve its targeted rate of 
return and no guarantee against loss resulting from an investment in any Bennelong Fund. Past fund performance is not indicative of future performance. Information is 
current as at 31 October 2018. Bennelong Long Short Equity Management Pty Limited (ABN 63 118 724 173) is a Corporate Authorised Representative of Bennelong Funds 
Management Limited (BFML), ABN 39 111 214 085, Australian Financial Services Licence No. 296806. 

Fund Summary     

Strategy Market Neutral, Pairs  Domicile Australia 

Manager 
Bennelong Long Short 
Equity Management 
Pty Ltd 

 AUM A$781.6m 

Status Soft-close  Currency AUD 

Inception Date February 2002    

 


