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Quality Portfolios at a low cost 

Australian Equity Model Portfolio Performance 
Rolling returns to 31 August 2019 

Portfolio  1M 3M 6M 9M 12M  Yield FY20 

Bluebird High Growth TR (%) -2.0 10.5 17.2 33.9 n/a  Cash yield (%) 2.2 

S&P/ASX 200 TR (%) -2.4 4.2 9.3 20.2   Franking (%) 61 

Excess Return (%) 0.4 6.3 7.9 13.7   Gross yield (%) 2.8 

Bluebird Growth TR (%)  0.2 13.1 20.9 29.9 19.4  Cash yield (%) 3.2 

S&P/ASX 200 TR (%) -2.4 4.2 9.3 20.2 9.0  Franking (%) 58 

Excess Return (%) 2.6 8.9 11.6 9.7 10.4  Gross Yield (%) 3.9 

Bluebird Core TR (%) -0.8 10.9 17.2 27.3 n/a  Cash yield (%) 3.5 

S&P/ASX 200 TR (%) -2.4 4.2 9.3 20.2   Franking (%) 67 

Excess Return (%) 1.6 6.7 7.9 7.1   Gross Yield (%) 4.6 

Bluebird Income TR (%) -0.7 8.7 19.7 33.4 26.0  Cash yield (%) 4.5 

S&P/ASX 200 Industrials TR (%) -1.0 5.4 11.7 19.5 8.0  Franking (%) 63 

Excess Return (%) 0.3 3.3 8.0 13.9 18.0  Gross Yield (%) 5.7 

TR = Total Return (cash income & capital growth). Growth and Income inception 31/08/18, Core and High Growth inception 30/11/18. 
Performance figures are audited annually. Past performance is not a reliable indicator of future performance.  

Portfolio commentary (all quality stocks are selected from the ASX 200) 

The Growth and Income portfolios have established a very strong 1-year track record with both portfolios generating strong returns in 
absolute terms and relative to the benchmark. The other two portfolios (High Growth and Core) will hit 1-year by the end of November 
2019 and are also tracking very well. We are particularly pleased that all four portfolios are demonstrating strong defensive qualities, with 
the portfolios holding up well in the down markets experienced in August 2019 and back in the December quarter 2018 correction. We 
elaborate more on this in the next section. 

Key contributors August: SIQ +21.0%, NSR +11.9%, CHC +11.7%, JBH +11.0%, RMD +8.6% 

Smart Group (SIQ) rebounded sharply after its 1H19 result came in above expectations, with 5% EPS growth being maintained, despite soft 
conditions for the employee services industry. SIQ is a good example of our ability to identify quality companies that offer great value. NSR 
also rebounded after a period of weakness, mostly related to a $184m capital raise at $1.71/share. CHC, JBH and RMD all delivered strong 
FY19 results and continued to re-rate higher.  

Key detractors August:  ORA -17.5%, MFG -16.2%, APX -15.6%, BXB -13.9% 

ORA fell heavily after its FY19 result disappointed. The US packaging market is challenging and the company is facing rising input costs. In 
addition, the CEO has resigned. We believe ORA is going ex-growth and we have removed the stock from the Bluebird portfolios (see the 
Change report for more information). MFG and APX fell on profit-taking, while BXB’s result was disappointing at the profit line but solid at 
the revenue line. We believe BXB’s margins will recover in the key US market, over the next three years.  

Market commentary 

The Australian market retreated from record levels in August, as market heavyweights Banks and Resources fell. Profit season was 
reasonable but the growth outlook continues to remain subdued for most sectors. Many companies are resorting to special dividends and 
share buybacks rather than business investment, which does not bode well for long term growth. 

Our view is that the Australian share market will remain buoyant simply because investors cannot generate a return much higher than 
2.0% without investing in the share market or property. Expected returns of 8-9% p.a. made up of dividends, franking and modest growth, 
look quite attractive against a 10-year bond yield of 1.1%, or a fixed term deposit of 1.8%. However, the key to investing in the share 
market will be identifying stocks with sustainable growth. This is becoming more elusive, as global growth slows and margins come under 
pressure from increased competition. Stock picking will become more important moving forward and Bluebird will be focused on 
identifying quality companies that offer value and sustainable growth. 
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Quality Portfolios at a low cost 

Growth Portfolio 

Portfolio and stock performance , August 2019

 

Portfolio total return: 0.2% 

Benchmark total return: -2.4% 

The Growth portfolio performed exceptionally well in August, 
managing to sustain a small gain against a major 2.4% fall in 
the market. The strong performance came from quality stocks 
viewed as ‘value’, including Smart Group (SIQ), National 
Storage (NSR), JB Hi-Fi (JBH) and Bapcor (BAP). 

On the negative side, Orora’s (ORA) outlook is challenging and 
we believe the stock is going ex-growth. We have removed 
ORA from the Bluebird portfolios at the end of August. Appen 
(APX) fell after its 1H19 result contained no positive surprises, 
while Brambles (BXB) FY19 result was solid at the revenue line 
but disappointing at the profit line. 

Portfolio return vs benchmark, since inception (31/08/18)

 

Portfolio total return: 19.4% p.a. 

Benchmark total return: 9.0% p.a. 

Yield: 3.2% cash, 3.9% gross 

The Growth portfolio has completed its first year of operation 
and is performing very well in absolute terms and relative to 
the benchmark. Portfolio performance has really picked up 
since March 2019, driven mostly by a selection of quality 
stocks that offer great value, including Smart Group, JB Hi-Fi, 
Bapcor and Bingo Industries. In fact, most of the stocks have 
been performing well with the healthcare, technology, gold, 
infrastructure and AREIT stocks all playing their role. We made 
a portfolio change recently, with ORA exiting and TWE coming 
into the portfolio.  

Portfolio performance in down markets 

 

Portfolio Beta: 0.96 

Portfolio Vol: 18.5% 

Worst quarterly drawdown: -6.6%  

Our Quality, Value and Momentum process seeks to add 
value, without additional risk. In fact, we seek to reduce 
portfolio risk via high defensive weightings and a small 
exposure to gold equity.  

Pleasingly, the Growth portfolio has been holding up well in 
the down markets experienced to date (December quarter 
2018 and August 2019). The portfolio beta is 0.96, indicating 
portfolio risk is slightly lower than the market, despite 
portfolio performance being well above the benchmark. 

Portfolio defensive exposure

 

Defensive exposure: 53% 

Gold equity exposure: 5% 

Bluebird build’s capital protection into the portfolios via our 
quality and value process and sector diversification. We also 
identify stocks that demonstrate defensive qualities against 
those with cyclical and growth characteristics. Each portfolio 
has a heavy exposure to defensive stocks, which help the 
portfolios hold-up well in down markets. 

In addition, three of the four portfolios have a small exposure 
to gold equity, which tends to perform well as central banks 
ease policy or when market volatility increases.  
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Quality Portfolios at a low cost 

Income Portfolio 

Portfolio and stock performance , August 2019 

 

Portfolio total return: -0.7% 

Benchmark total return: -1.0% 

The Income portfolio managed to hold-up reasonably well, 
given two stocks (MFG and ORA) fell heavily during the month. 
Portfolio performance was supported by National Storage 
(NSR), Charter Hall (CHC) and JBH Hi-fi (JBH).  

Orora (ORA) fell heavily on a poor outlook and we believe the 
stock is going ex-growth. We removed ORA from the Bluebird 
portfolios at the end of August. Magellan (MFG) retreated on a 
small capital raise and profit taking after more than doubling 
this year. The Bank sector also retreated in August, although 
we run an underweight Bank position (20% vs market weight 
of 24%). 

Portfolio return vs benchmark, since inception (31/08/18)

 

Portfolio total return: 26.0% p.a. 

Benchmark total return: 8.0% p.a. 

Yield: 4.5% cash, 5.7% gross 

The Income portfolio has completed its first year of operation 
and is performing very well in absolute terms and relative to 
the benchmark. The strong performance of the portfolio has 
been driven by our selection of infrastructure and AREIT 
stocks, as well as Magellan Financial Group (MFG) and Dulux 
(DLX) (taken over by Nippon Paint).  We made a portfolio 
change recently with ORA exiting and SIQ coming into the 
portfolio. While the portfolio offers a high yield, each stock 
must also have sustainable growth. This philosophy has seen 
the portfolio perform extremely well. 

Portfolio performance in down markets 

 

Portfolio Beta: 0.96 

Portfolio Vol: 17.7% 

Worst quarterly drawdown: -3.7%  

Our Quality, Value and Momentum process seeks to add 
value, without additional risk. In fact, we seek to reduce 
portfolio risk via high defensive weightings. 

Pleasingly, the Income portfolio has been holding up well in 
the down markets experienced to date (December quarter 
2018 and August 2019). The portfolio beta is 0.96, indicating 
portfolio risk is slightly lower than the market, despite 
portfolio performance being well above the benchmark. 

Portfolio defensive exposure

 

Defensive exposure: 70% 

Gold equity exposure: 0% 

Bluebird build’s capital protection into the portfolios via our 
quality and value process and sector diversification. We also 
identify stocks that demonstrate defensive qualities against 
those with cyclical and growth characteristics. Each portfolio 
has a heavy exposure to defensive stocks, which help the 
portfolios hold-up well in down markets. 

In addition, three of the four portfolios have a small exposure 
to gold equity, which tends to perform well as central banks 
ease policy or when market volatility increases.  
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Quality Portfolios at a low cost 

Core Portfolio 

Portfolio and stock performance , August 2019

 

Portfolio total return: -0.8% 

Benchmark total return: -2.4% 

The Core portfolio performed well in August, managing to fall 
only 0.8% against a major 2.4% fall in the market. The solid 
performance came from quality stocks viewed as ‘value’ 
stocks, including Smart Group (SIQ), National Storage (NSR), JB 
Hi-Fi (JBH) and Bapcor (BAP). 

On the negative side, Orora’s (ORA) outlook is challenging and 
we believe the stock is going ex-growth. We have removed 
ORA from the Bluebird portfolios at the end of August. Appen 
(APX) fell after its 1H19 result contained no positive surprises, 
while Brambles (BXB) FY19 result was good at the revenue line 
but disappointing at the profit line. 

Portfolio return vs benchmark, since inception (30/11/18) 

 

Portfolio total return: 27.3%  

Benchmark total return: 20.2% 

Yield: 3.5% cash, 4.6% gross 

The Core portfolio is nearing one-year of operation and is 
performing very well in absolute terms and relative to the 
benchmark. Performance has really picked up since March 
2019 and this has been mostly driven by a selection of quality 
stocks that offer great value, including Smart Group, JB Hi-Fi, 
Bapcor and Bingo Industries. In fact, most of the stocks have 
been performing well with the healthcare, technology, gold, 
infrastructure and AREIT stocks all playing their role. We made 
some portfolio changes recently with ORA and WPL exiting 
and TLS coming into the portfolio. (See portfolio change doc.)  

Portfolio performance in down markets 

 

Portfolio Beta: 0.94 

Portfolio Vol: 18.2% 

Worst drawdown: -0.8%  

Our Quality, Value and Momentum process seeks to add 
value, without additional risk. In fact, we seek to reduce 
portfolio risk via high defensive weightings and a small 
exposure to gold equity.  

Pleasingly, the Core portfolio has been holding up well in the 
down markets experienced to date (December 2018 and 
August 2019). The portfolio beta is 0.94, indicating portfolio 
risk is slightly lower than the market, despite portfolio 
performance being well above the benchmark. 

Portfolio defensive exposure 

 

Defensive exposure: 68% 

Gold equity exposure: 5% 

Bluebird build’s capital protection into the portfolios via our 
quality and value process and sector diversification. We also 
identify stocks that demonstrate defensive qualities against 
those with cyclical and growth characteristics. Each portfolio 
has a heavy exposure to defensive stocks, which help the 
portfolios hold-up well in down markets. 

In addition, three of the four portfolios have a small exposure 
to gold equity, which tends to perform well as central banks 
ease policy or when market volatility increases.  
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Quality Portfolios at a low cost 

High Growth Portfolio 

Portfolio and stock performance , August 2019 

 

Portfolio total return: -2.0% 

Benchmark total return: -2.4% 

The High Growth portfolio managed to hold-up slightly better 
than the market in August. National Storage (NSR) rebounded 
after conducting an equity capital raise, while Resmed (RMD) 
and Treasury Wines (TWE) posted strong FY19 results, that 
pleased the market. 

On the negative side, Appen (APX) and IDP Education (IEL) hit 
some profit taking after reporting results in-line with market 
expectations. Netwealth (NWL) also retreated in-line with 
technology and financial stocks. We remain comfortable with 
all portfolio holdings and no changes were made to the 
portfolio after profit season. 

Portfolio return vs benchmark, since inception (30/11/18) 

 

Portfolio total return: 33.9% p.a. 

Benchmark total return: 20.2% p.a. 

Yield: 2.2% cash, 2.8% gross 

The High Growth portfolio is nearing one-year of operation 
and is performing very well in absolute terms and relative to 
the benchmark. Performance has been strong for most of 
2019 driven by Appen (APX), IDP Education (IEL) and Goodman 
Group (GMG). In fact, most of our exposures have been 
performing well and we have not had a need to change the 
portfolio at all this year. There has been some recent 
weakness in technology and gold stocks, which we view as a 
buying opportunity. 

Portfolio performance in down markets 

 

Portfolio Beta: 1.47 

Portfolio Vol: 22.0% 

Worst drawdown: -2.0%  

Our Quality, Value and Momentum process seeks to add 
value, without additional risk. In fact, we seek to reduce 
portfolio risk via high defensive weightings and a small 
exposure to gold equity.  

As expected, the High Growth portfolio does have higher 
volatility than the market. The portfolio beta is 1.47, indicating 
portfolio volatility is higher than the market but so far negative 
monthly performance has been modest. Performance is still 
excellent on a risk-adjusted basis. 

Portfolio defensive exposure 

 

Defensive exposure: 50% 

Gold equity exposure: 10% 

Bluebird build’s capital protection into the portfolios via our 
quality and value process and sector diversification. We also 
identify stocks that demonstrate defensive qualities against 
those with cyclical and growth characteristics. Each portfolio 
has a heavy exposure to defensive stocks, which help the 
portfolios hold-up well in down markets. 

In addition, three of the four portfolios have a small exposure 
to gold equity, which tends to perform well as central banks 
ease policy and market volatility increases.  
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Portfolio Performance 

Australian Equity Portfolio Profiles 

 High Growth Growth Core Income 

Growth 
exposure 

Income 
exposure 

                        

Description A concentrated portfolio 
focused on capital 
growth 

A concentrated portfolio 
focused on capital 
growth first and income 
second 

A more diversified 
portfolio focused on a 
balance of income and 
capital growth 

A concentrated portfolio 
focused on income first 
and capital growth 
second 

Number of stocks 14 19 20 14 

Universe S&P/ASX 200 S&P/ASX 200 S&P/ASX 200 S&P/ASX 200 

Benchmark 
S&P/ASX 200                
Total Return 

S&P/ASX 200               
Total Return 

S&P/ASX 200                
Total Return 

S&P/ASX 200 Industrials 
Total Return 

Expected Long Term 
Returns 

Benchmark +>5% p.a. Benchmark + 3-4% p.a. Benchmark +1-2% p.a. Benchmark +1-2% p.a. 

Current Cash Yield 2.2% 3.2% 3.5% 4.5% 

Current Gross Yield 2.8% 3.9% 4.6% 5.7% 

Expected Long Term 
Risk 

Portfolio Beta >1.0 Portfolio Beta ~1.0 Portfolio Beta <=1.0 Portfolio Beta <=1.0 

Maximum stock 
target weight 

10.0% 10.0% 10.0% 10.0% 

Minimum stock 
target weight 

2.0% 2.0% 2.0% 2.0% 

Maximum cash limit 10% 10% 10% 10% 

Maximum gold 
equity hedge 

10% 10% 10% 0% 

Expected Turnover 1-3 changes per annum 1-3 changes per annum 1-3 changes per annum 1--3 changes per annum 

Stock weight inputs 
Sector diversification, Growth vs Income characteristics, Portfolio defensiveness, Portfolio Yield, Market 
cap/liquidity, Quality and Risk score, Portfolio manager conviction, Portfolio expected return vs expected risk 

Capital protection 
measures 

Quality and value investment process, Portfolio diversification, Defensive stock exposure, Gold equity weighting 
up to 10%, Cash weighting up to 10% 

About Bluebird Portfolio Services (Bluebird) 

Bluebird offers quality Australian Equity portfolios, company research and investment support to financial advisers seeking 
independent and experienced advice. The founder of Bluebird, Bill Keenan, has over 25 years’ experience managing direct 
portfolios at major firms including: Lonsec (Head of Equities, over 11 years), TOWER (Investment Manager) and IOOF. He 
also holds a Bachelor of Business (Accounting) degree and a Graduate Diploma in Finance and Investment. More 
importantly, Bill has a solid track record of exceeding market returns, without additional risk. Bill founded Bluebird in 2018 
and employs the latest version of his investment philosophy and process at Bluebird. 

Investment Philosophy and Process 

Bluebird has developed an investment philosophy and process that has a proven track record of generating returns above 
the market, without additional risk. This philosophy combines three investment criteria or factors: Quality, Value and 
Momentum. Bluebird seeks to invest in quality companies that offer value and have positive momentum. Bluebird avoids 
quality companies that are expensive or poor-quality companies that are cheap (that is where most investors go wrong). 
Finding quality companies that offer value is easier said than done and requires a very thorough and objective process to be 
effective. The founder of Bluebird has developed such a process, over the past 20 years, and the latest version is employed at 
Bluebird. 
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Portfolio Performance 

Disclaimer, Warnings and Disclosures 

Date issued: 15 September 2019 

This document is provided by Bluebird Portfolio Services Pty Ltd (Bluebird), ABN 91 620 481 218, AFSL 503266.  
 
Bluebird and its respective officers may have an interest in the securities or derivatives of any entities referred to in this material.  See 
https://www.bluebirdportfolios.com.au/documents for a list of Director shareholdings. The analyst hereby certifies that all the views 
expressed in this report accurately reflect their personal views about the subject investment theme and/or company securities. 
 
Any advice provided in this document, is general in nature only and does not take into consideration an investor’s objectives, financial 
situation or needs. Before acting on the advice, the reader must consider whether it is personally appropriate in light of his or her financial 
circumstances or should seek independent financial advice on its appropriateness.  If the financial advice relates to the acquisition or 
possible acquisition of a particular financial product, the reader should obtain and consider the Investment Statement or the Product 
Disclosure Statement for each financial product before making any decision about whether to acquire the financial product. The material 
contained in this document is for information purposes only and is not an offer, solicitation or recommendation with respect to the 
subscription for, purchase or sale of securities or financial products and neither or anything in it shall form the basis of any contract or 
commitment. This document should not be regarded by recipients as a substitute for the exercise of their own judgment and recipients 
should seek independent advice. 
 
The material in this document has been obtained from sources believed to be true but neither Bluebird nor its associates make any 
recommendation or warranty concerning the accuracy, or reliability or completeness of the information or the performance of the 
companies or portfolios referred to in this document. Past performance is not a reliable indicator of future performance.  
 
Any opinions and or recommendations expressed in this material are subject to change without notice and Bluebird is not under any 
obligation to update or keep current the information contained herein. References made to third parties are based on information believed 
to be reliable but are not guaranteed as being accurate. Although every attempt has been made to verify the accuracy of the information 
contained in the document, liability for any errors or omissions (except any statutory liability which cannot be excluded) is specifically 
excluded by Bluebird, its associates, officers, directors, employees and agents. Except for any liability which cannot be excluded, Bluebird, 
its directors, employees and agents accept no liability or responsibility for any loss or damage of any kind, direct or indirect, arising out of 
the use of all or any part of this material. 
 
Recipients of this document agree in advance that Bluebird is not liable to recipients in any matters whatsoever otherwise recipients should 
disregard, destroy or delete this document. All information is correct at the time of publication. Bluebird does not guarantee reliability and 
accuracy of the material contained in this document and is not liable for any unintentional errors in the document 
 
This communication is intended for the named recipients only. It is confidential and may contain information which is privileged or 
personal. If you are not an intended recipient you must not disclose or use this communication for any purpose. If you have received this 
communication in error, please call us and then destroy the communication or delete it from your computer system. 

 
COPYRIGHT © 2019 Bluebird Portfolio Services. This report is subject to copyright. Except for the temporary copy held in a computer’s 
cache and a single permanent copy for your personal reference or other than as permitted under the Copyright Act 1968 (Cth), no part of 
this report may, in any form or by any means (electronic, mechanical, micro-copying, photocopying, recording or otherwise), be 
reproduced, stored or transmitted without the prior written permission of Bluebird. This report may also contain third party supplied 
material that is subject to copyright.  Any such material is the intellectual property of that third party or its content providers.  

 
W: www.bluebirdportfolios.com.au 

E: billkeenan@bluebirdportfolios.com.au 

M: 0403534426 

T: 03 8840 7886 

A: Exchange Tower, Level 1, 530 Little Collins Street, Melbourne, VIC 3000. 

 

 

 
 

http://www.bluebirdportfolios.com.au/
mailto:bill.keenan@bluebirdportfolios.com.au
https://www.bluebirdportfolios.com.au/documents
http://www.bluebirdportfolios.com.au/
mailto:billkeenan@bluebirdportfolios.com.au

