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Fund Performance

The Fund outperformed its Benchmark for the month by 0.66%. Overweight holdings in Aristocrat Leisure Limited, Altium

Limited, Carsales.Com Limited and Appen Limited and an underweight position in Commonwealth Bank of Australia made a

positive contribution to relative performance. The main detractors were overweight holdings in Westpac Banking Corporation,

National Australia Bank Limited, The Star Entertainment Group Limited and Pendal Group Limited together with an

underweight position in Fortescue Metals Group Ltd.
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^ Performance is for the Solaris High Alpha Australian Equity Fund (APIR: WHT0016AU), also referred to as Class B units, and is based on
month end prices before tax. Net performance is calculated after management fees and operating costs, excluding taxation. Gross
performance is stated excluding all fees, costs and taxation. This is historical performance data. It should be noted the value of an investment
can rise and fall and past performance is not indicative of future performance.
* Benchmark refers to the S&P/ASX 200 Accumulation Index.

Significant Contributors

Commonwealth Bank of Australia (-3.4%)
The share price consolidated over the month as investors
anticipated the upcoming release of the recommendations
from the royal commission, due in February. The bank guided
earnings expectations lower for the upcoming half year result
to 31 December 2018, as losses on the sale of business and
currency movements impacted earnings.

Appen (+24.4%)
The global computer software company maintained its
positive momentum over the month and continues its
development of high quality, human annotated data sets for
machine learning and artificial intelligence.

Aristocrat Leisure (+12.8%)
The share price of the gaming business recovered in January
after a difficult December quarter. Management remains
focused on growth in both land-based gaming operations and
broadening its digital gaming offering.

Significant Detractors

Westpac Banking Corporation (-2.0%)
The share price ended the month lower as investors
anticipated the upcoming release of recommendations from
the royal commission due in February. The bank is focused
on dealing with outstanding issues, momentum in the
customer franchise and structural cost reduction.

The Star Entertainment Group (-2.6%)
The casino operator experienced a soft month as the
Queensland government reported mixed slot-machine activity
for the December quarter, raising concerns about a potential
reduction in domestic gaming expenditure.

National Australia Bank (-0.9%)
The bank lifted variable home-loan rates during the month,
due to sustained increases in funding costs. Alongside the
major banks, the share price consolidated as investors
awaited the upcoming release of recommendations from the
royal commission due in February.

Returns Month
Rolling
Quarter

FYTD 1 Year
3 Years

p.a.
5 Years 

p.a.
7 Years 

p.a.
10 Years 

p.a.
Since Inception p.a.

(17/10/2008)

Fund Gross 
Return^ 4.62% -0.15% -3.92% 2.61% 13.40% 9.10% 11.77% 11.41% 10.76%

Benchmark Return* 3.87% 1.45% -3.23% 1.37% 10.09% 7.10% 9.43% 9.96% 8.56%

Active Return 0.75% -1.60% -0.69% 1.23% 3.31% 2.00% 2.34% 1.45% 2.20%

Fund Net Return^ 4.53% -0.39% -4.46% 1.62% 12.31% 8.05% 10.70% 10.37% 9.58%

Benchmark Return* 3.87% 1.45% -3.23% 1.37% 10.09% 7.10% 9.43% 9.96% 8.56%

Active Return 
(After fees) 0.66% -1.84% -1.23% 0.25% 2.22% 0.95% 1.26% 0.40% 1.02%
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Top 10 Stocks

Sector Allocation

Name Sector

Westpac Banking Corporation Financials

BHP Group Limited Materials

National Australia Bank Limited Financials

CSL Limited Health Care

Macquarie Group Limited Financials

Atlas Arteria Industrials

Link Administration Holdings Limited Information Technology

Rio Tinto Limited Materials

Insurance Australia Group Limited Financials

Aurizon Holdings Limited Industrials
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Market Review

The S&P/ASX200 Accumulation Index finished 3.9% higher in January as global stock markets bounced back from the weak

December quarter. The recovery was assisted by supportive commentary from central banks including the US Federal Reserve

which held the cash rate stable and emphasised a patient approach to any future policy adjustments. The energy sector was the

standout performer (+11.6%) driven by the strength in Oil (+18.9%), followed by Software & Services (+9.3%), and Consumer

Services (+8.3%). The only sector in negative territory was Banks (-1.3%) as the pending release of the recommendations from

the Royal Commission weighed on sentiment.

The top three moves within the S&P/ASX 200 Index included Fortescue Metals (+34.8%) which was supported by the Iron Ore

price (+16.3%) and a positive quarterly update, Beach Energy (+33.8%) was assisted by the strength in oil markets and a

positive trading update and Healius (+30.5%) which was previously Primary Health Care, received a takeover offer from existing

shareholder Jangho. The bottom three moves were Costa Group (-25.5%) which provided a weak trading update and earnings

guidance that was below investors’ expectations, Challenger (-23.7%) after downgrading earnings guidance for the year and

ResMed (-17.9%) after releasing second quarter 2018 results that were below market expectations.

S&P/ASX 200 Top & Bottom performing sectors for the month ending 31 January:

The best performing sectors in the S&P/ASX200 Accumulation Index for the month were Energy (+11.5%), Software & Services

(+9.3%), Consumer Services (+8.3%), Telecommunication Services (+8.2%) and Materials (+7.0%). The worst performing sectors

included Banks (-1.3%), Retailing (+0.6%), Health Care Equipment & Services (+1.4%), Transportation (+1.5%) and Food &

Staples Retailing (+1.5%).

S&P/ASX200 Top & Bottom performing stocks for the month ending 31 January:

The top 5 performing stocks in the S&P/ASX200 Accumulation Index for the month were Fortescue Metals Group (+34.8%),

Beach Energy Limited (+33.8%), Healius Limited (+30.5%), Afterpay Touch Group Ltd (+28.3%) and Appen Limited (+24.4%).

The bottom 5 performers included Costa Group Holdings Limited (-25.5%), Challenger Limited (-23.7%), ResMed Inc (-17.9%),

Elders Limited (-11.3%) and Australian Pharmaceutical Industries Limited (-8.7%).
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Market Valuation & Earnings Estimates:

Source: Solaris Investment Management, January 2019

Market & Sector
EPS Growth

Market & Sector
PE’s

Marker & Sector
Dividend Yield

Pro-rated to June FY18E FY19E FY20E FY18E FY19E FY20E FY18E FY19E FY20E

All Companies 10.2% 5.4% 4.5% 15.8x 15.0x 14.4x 4.6% 5.0% 4.8%

Banks -4.3% 3.1% 2.4% 11.5x 11.1x 10.8x 6.7% 6.9% 7.0%

Listed Property Trusts 8.5% 0.7% 6.4% 16.1x 15.9x 14.9x 5.1% 5.1% 5.4%

Resources 32.2% 6.4% 1.4% 14.5x 13.6x 13.4x 4.3% 5.7% 4.2%

Industrials ex-Banks 7.4% 6.1% 7.8% 19.4x 18.3x 17.0x 3.9% 4.0% 4.3%
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Market Outlook

Global growth continues to remain robust however the focus remains on the heightened trade friction between the United

States, China and Europe. Domestically, the Australian economic data continues to remain resilient with the unemployment rate

ticking down to 5.0% in the December 2018 quarter. However, we remain focused on the outcomes from the banking royal

commission and whether any flow on impacts will hurt domestic credit growth at a time when the housing market remains soft

(with clearance rates remaining weak and property prices in the major cities flat or negative year on year). The Reserve Bank of

Australia is expected to continue to provide a supportive backdrop for the local economy with cash rates held at 1.50% for the

foreseeable future, with a bias to easing policy if required.

The upcoming company reporting season is also a key focus, as any recent company guidance upgrades or downgrades have

been treated savagely by market participants. The stock market correction in the fourth quarter of 2018 uncovered areas of

value and we remain focused on attractive investment opportunities. Beyond reporting season, the Australian Federal election

and any potential changes to government policy are front of mind. We remain cautiously optimistic, as the economy enters its

28th year of consecutive growth.

Contact Details

For further information, please contact Solaris’ distribution partner:

Pinnacle Investment Management Limited on 1300 010 311,

alternatively, please email: distribution@pinnacleinvestment.com

Interests in the Solaris High Alpha Australian Equity Fund (‘Fund’) (ARSN 128 860 159) are issued by Pinnacle Fund Services Limited, ABN 29
082 494 362, AFSL 238371, as responsible entity of the Fund. Pinnacle Fund Services Limited is not licensed to provide financial product
advice. You should consider the Product Disclosure Statement of the Fund available at www.solariswealth.com.au in its entirety before making
an investment decision. Solaris Investment Management Limited (‘Solaris’) (ABN 72 128 512 621 AFSL 330505) is the investment manager of
the Fund. Pinnacle Fund Services Limited and Solaris believe the information contained in this communication is reliable, however its accuracy,
reliability or completeness is not guaranteed. Any opinions or forecasts reflect the judgment and assumptions of Solaris and its representatives
on the basis of information at the date of publication and may later change without notice. The information in this communication is not
intended as a securities recommendation or statement of opinion intended to influence a person or persons in making a decision in relation to
investment. This communication is for general information only. It has been prepared without taking account of any person’s objectives,
financial situation or needs. Any persons relying on this information should obtain professional advice before doing so. Past performance is not
a reliable indicator of future performance.
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