
 
 

 

 

p 
 

  

APRIL 2025 
AUSCAP ASSET MANAGEMENT LIMITED 

AUSCAP ASSET MANAGEMENT LIMITED | Lvl 30, 9 Castlereagh St, Sydney NSW 2000 

Auscap Newsletter 



 
 

Page | 1  

 

 
Newsletter – April 2025 

 

     

 
 

Observations Following A Volatile Quarter 
 
Auscap’s views discussed below are based on factual information available to us at the date of publication of 

this newsletter. Our views and market conditions as expressed below may change without notice. There is a risk 

that investments will not perform as expected, which could have an adverse impact on the performance of the 

Auscap funds. Past performance is not a reliable indicator of future performance. Any advice in the below is 

general only in nature and does not take into account a particular person's objectives, financial situation, needs 

or circumstances. Because of that, before making any investment decision, you should consider – with or 

without the assistance of a qualified adviser(s) – the appropriateness of any advice in the below to you, having 

regard to your objectives, financial situation, needs and circumstances. While all reasonable care has been 

taken to ensure that the information below is complete and correct, no representation or warranty is given as to 

the accuracy of any of the information provided.  

We believe observation, not prediction, is an underappreciated element of successful investing. When markets are 
volatile, heavy focus is put on prediction, what might happen in the future. This is clearly the current focus of many given 
the volatile conditions being experienced. So we thought it most useful to outline a number of our observations about 
markets in recent months and how this has shaped our investment decisions.  
 
Prior to the tumultuous period following the announcement of the imposition of tariffs on most of the United States’ (US) 
trading partners, many markets were somewhat expensive compared to their own history. The US equity market, shown 
below, was trading at an extremely elevated multiple of cyclically adjusted earnings.  
 

 
Source: Barclays, Auscap 

 
What’s more, particular parts of the market were even more expensive. Technology stocks were the beneficiary of the 
earnings growth generated by the ‘Magnificent 7’ and the perceived tailwinds from artificial intelligence developments.   
 

 
Source: FactSet, Auscap 
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There had also been a re-rating of companies perceived to be high quality. This could be observed in both the US and 
Australian markets, where price to earnings (P/E) multiples for many of these businesses had risen back to COVID-19 
like levels. Yet we struggled to see the fundamental logic of this re-rating. During COVID-19, interest rates globally went 
to close to zero. Government bond yields are considered a proxy for the risk-free rate. Every asset is valued relative to 
the risk-free return you can get from investing in a Government bond. A decline in interest rates, as we saw during 
COVID-19, should lead to stocks being valued on a higher multiple of earnings. If a Government bond is yielding 0% then 
stocks may look attractive yielding 4%, but this is far less likely to be the case if that same Government bond is now 
yielding 4%. So we could understand the logic of the market trading on a higher P/E multiple when rates were very low, 
as a low risk-free rate meant longer dated cash flows were worth more in terms of their present value.  
 
By contrast, the stock re-rating we saw in 2023 and 2024 was not as logical. Government bond yields had broadly moved 
back to levels, in fact often higher than the levels, where bond yields had sat prior to COVID-19. Of course, for fund 
managers it can be dangerous to act on this view by aggressively reducing exposure. The timing of any mean reversion 
in valuation multiples is unpredictable and, unless the overvaluation is extreme, over longer time horizons earnings 
growth is often a more significant driver of stock returns than movements in a P/E multiple. However, it is important to 
make the observation so that if a change in conditions presents itself, one is aware of the relatively expensive nature of 
parts of the market, or sometimes of the whole market.  
  

 
Source: FactSet, Auscap 

 
Stocks have been expensive and households in the US have been as overweight US equities as they ever have been. 
This is a combination that warrants caution.  
 

US Equity Valuations vs Household Allocation To Equities 

 
                                                                       Source: Macquarie 
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In Australia this re-rating had also occurred in many of the companies that are widely regarded as high quality. We 
observed this trend towards higher P/E ratios in companies that we consider high quality business, including the likes of 
Commonwealth Bank of Australia, Macquarie Group, REA Group, CAR Group, Reece, Netwealth, Breville and JB Hi-Fi. 
Many of these companies we hold in our funds.  
 

 
 

 
 

 
 
Source: FactSet, Auscap 
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In fact, the major ASX benchmark index, the All Ordinaries Index, was also expensive compared to history when viewed 
on a current rather than cyclically adjusted P/E ratio. 
 

 
Source: FactSet, Auscap 

 
Often when stocks and/or markets become expensive, all they need to de-rate to a more normal multiple of near-term 
earnings is a catalyst. Observing this significant overvaluation, we had reduced our exposure to many of these names. 
The catalyst arrived with the imposition of tariffs in the US, and as we can see in the charts above the multiples have 
started to contract to more normal levels.  
 
At present, and putting aside the potential and unknown impact on global economic growth, there are many Australian 
companies’ earnings that are unlikely to be directly materially affected by the imposition of tariffs in the US. This is fairly 
self-explanatory for companies that have no business activities in the US. There are also some ASX listed companies 
that have the potential to benefit from tariffs. For example, those businesses which currently source products from China 
to exclusively service non-US markets, who may now receive better supplier terms, or those who manufacture products 
for the US market in favourable jurisdictions from a tariff perspective, who may now have an opportunity to gain market 
share. Of course, there are also a number of companies that have operations in the US that may be negatively affected. 
Ultimately, any assessment of tariffs on a potential investment needs to be considered in the context of the business’ 
valuation, underlying quality and long-term growth outlook. 
 
At this stage, there are many unknowns, including answers to the following questions: 
- What level of tariffs will ultimately be applied to which countries, sectors and products? 

- How long will tariffs be in place? 

- How much of the tariffs will companies ultimately absorb, versus passing the incremental cost on to consumers 

through higher prices? 

- Will some companies need to move more of their operations into the US, what will this cost and how will this affect 

prices? 

- How will individual companies and products be affected and who will be exempt? 

 

We are not primarily focused on predicting the answers to any of these questions. In fact, even acting on the actual tariffs 
announced by the US Government is fraught with danger in this environment given how quickly changes are being made, 
reversed and reinstated.  
 
However, we can make some overall observations: 
- Tariffs are effectively a consumption tax. To the extent US consumption is dependent on products and services 

supplied by the rest of the world that cannot easily be manufactured domestically, prices will need to rise to reflect 

the imposition of the tariffs. This has the potential to be inflationary, is likely to negatively impact consumer demand 

in some way and hence economic growth. How much demand will be impacted is impossible to tell and is likely to 

also be dependent on any offsetting tax relief or increase in Government expenditure. 
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- How much a company is impacted is likely to be a function of both the market structure and the elasticity of demand. 

If a company operates in a sector where all of the major suppliers source the majority of their products from China, 

it is relatively difficult to change this in the short term and the products are necessities with inelastic demand, it is 

likely that the tariffs will be passed on to consumers and the impact on these companies’ earnings is likely to be 

smaller. By contrast, if a company operates in a market where there is a mix of US manufacturers and offshore 

manufacturers, and demand is dependent on price and hence elastic, the outlook is potentially quite grim for those 

manufacturing in the unfavourable jurisdiction. Where substitution to an advantaged competitor is easy, the risks are 

far higher and the probability that the company will need to wear the pain of the tariffs is much greater.  

- It is likely that uncertainty in relation to Australian companies that have significant operations in the US is going to 

continue and be disruptive for these businesses, so investors will likely want a higher risk premium for investing in 

these companies. A higher risk premium implies a lower P/E multiple, suggesting a decline in share price that needs 

to reflect both the greater risk to earnings and the likely impact on earnings. 

 
We had been reducing our exposure to companies we considered expensive for some time prior to the announcement 
of the imposition of tariffs by the US. This was not premised on any expectation of disruption on the part of a new US 
Government administration, but on the observation that valuations were extended and history tells us that these things 
often have a way of normalising over time. We had also been finding more attractive opportunities in defensive parts of 
the market, such as healthcare and retail real estate, that had been out of favour for some years but whose stable and 
growing earnings we thought were and are underappreciated. As a result, the portfolio has been positioned somewhat 
defensively, with a higher than normal cash weighting and a larger allocation to defensive businesses.  
 
We are gradually getting excited about the opportunity to add to more cyclical and high-quality industrial businesses as 
they derate to more attractive multiples. Patient deployment when opportunities arise lays the groundwork for higher 
prospective returns. So while the volatility can be disconcerting, we encourage our investors to realise that money is 
made in the buying of great companies at attractive prices. Such opportunities only come along during periods of 
heightened uncertainty and volatility. We will continue to observe market conditions to take advantage of the opportunities 
as they arise.  
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Auscap High Conviction Australian Equities Fund 
 

Fund Performance*                                                  Fund Exposures 

Period Auscap All Ords  March 2025 Average % NAV Index 

March 2025 (4.2%) (3.5%)  Equities 89% 100% 

Financial Year To Date 3.3% 3.4%  Cash 11% 0% 

Since Inception (Dec 2012) 417.0% 192.2%  Beta Adjusted Exposure+ 91% 100% 

Annualised Returns 14.2% 9.1%  Positions 39 499 

       

Portfolio Commentary*  Top 20 Investments^ 

The Fund returned negative 4.2% net of fees during 

March 2025. This compares with the All Ordinaries 

Accumulation Index return of negative 3.5%. 

During March, the Fund’s exposure to the real estate 

sector contributed most positively to returns, while 

exposure to the consumer discretionary, health care, 

communication services, financials and industrials 

sectors detracted.  

Over the month, Charter Hall Retail REIT was the largest 

positive contributor to performance. CAR Group, 

Macquarie Group, ARB Corporation, James Hardie, 

Resmed, Reece, Breville Group and Nick Scali were the 

most significant detractors from performance. 

 

 

 ARB Corp Life360 

 AUB Group Macquarie Group  

 Breville Group NIB Holdings 

 CAR Group Nick Scali 

 Charter Hall Retail REIT Qube Holdings 

 CSL  REA Group 

 De Grey Mining Reece 

 Eagers Automotive  Region Group 

 HomeCo Daily Needs REIT Resmed 

 James Hardie Industries  Sonic Healthcare 

   
* Performance figures are calculated for the Monthly Class net of all fees and expenses and assuming the reinvestment of all distributions. Note, as at 1 January 2021, the  

Series Class was consolidated into the Monthly Class. Prior to 1 December 2024, the fund was called the Auscap Long Short Australian Equities Fund and was able to 
short sell and use leverage as part of its investment strategy. Past performance is not a reliable indicator of future performance. 
+ Beta adjusted net adjusts the portfolio for the beta, or share price volatility, of the stocks relative to the All Ordinaries Accumulation Index.  

^ Top 20 investments in alphabetical order as at 31 March 2025. 
# Average sector exposure during March 2025.  

0%

5%

10%

15%

20%

25%

C
o

m
m

u
n
ic

a
ti
o

n
  
  

  
  
  

  
S

e
rv

ic
e
s

  
 C

o
n
s
u
m

e
r

D
is

c
re

ti
o
n
a

ry

C
o

n
s
u
m

e
r

  
  

S
ta

p
le

s

E
n
e
rg

y

F
in

a
n
c
ia

ls

H
e

a
lt
h
 C

a
re

In
d
u
s
tr

ia
ls

In
fo

rm
a

ti
o

n
T

e
c
h
n

o
lo

g
y

M
a

te
ri

a
ls

R
e

a
l 
E

s
ta

te

U
ti
lit

ie
s

C
a

s
h

Sector Exposure - March 2025#



 
 

Page | 7  

 

 
Newsletter – April 2025 

  
Auscap Ex-20 Australian Equities Fund  
 

Fund Performance*                                                  Fund Exposures 

Period Auscap Index**  March 2025 Average % NAV Index 

March 2025 (3.3%) (3.5%)  Equities 90% 100% 

Financial Year To Date 5.3% 5.7%  Cash 10% 0% 

Since Inception (Dec 2023) 18.7% 16.8%  Beta Adjusted Exposure+ 92% 103% 

Annualised Returns 13.7% 12.4%  Positions 55 280 

       

Portfolio Commentary*  Top 20 Investments^ 

The Fund returned negative 3.3% net of fees during 

March 2025. This compares with the S&P/ASX 300 Ex 

S&P/ASX 20 Index return of negative 3.5%. 

During March, the Fund’s exposure to the real estate 

sector was the largest positive contributor to returns. The 

Fund’s exposure to the communication services, 

consumer discretionary, information technology, health 

care, industrials and financials sectors detracted from 

returns. 

The Fund’s holdings in CAR Group, James Hardie and 

Resmed were the most significant detractors from 

performance. 

 

 

 

 Amcor NIB Holdings 

 AUB Group Nick Scali 

 Auckland International Airport Origin Energy 

 Brambles Qube Holdings  

 CAR Group REA Group  

 Charter Hall Retail REIT Reece  

 Champion Iron Region Group 

 De Grey Mining Resmed 

 Eagers Automotive Sonic Healthcare  

 HomeCo Daily Needs REIT WiseTech Global 

  
* Performance figures are calculated for the General Class net of all fees and expenses and assuming the reinvestment of all distributions. Past performance is not a reliable  

indicator of future performance. 
** Index used is the Benchmark for the Auscap Ex-20 Australian Equities Fund, being the S&P/ASX 300 Ex S&P/ASX 20 Index.  
+ Beta adjusted exposure adjusts the portfolio of the Fund and of the Benchmark (being the S&P/ASX 300 Ex S&P/ASX 20 Index) for the beta, or share price volatility, of the  

stocks relative to the All Ordinaries Accumulation Index.  

^ Top 20 investments in alphabetical order as at 31 March 2025. 
# Average sector exposure during March 2025.  
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© Auscap Asset Management Limited  

Disclaimer 

The preceding pages in this newsletter contain performance figures and information in relation to the Auscap High Conviction Australian Equities Fund ARSN 615 542 213 and the 

Auscap Ex-20 Australian Equities Fund ARSN 671 901 821 from their inception. The actual performance of an investor’s account will be provided in their monthly statement. Actual 

performance may differ for investments made in different classes or at different times throughout the year. The preceding pages in this newsletter are intended to provide general 

background information only. They do not constitute investment, tax, legal or any other form of advice, recommendation or opinion to be relied upon when making an investment or 

other decision. Any advice in the balance of this newsletter is general only in nature and does not take into account a particular person's objectives, financial situation, needs or 

circumstances. Because of that, before making any investment decision, you should consider – with or without the assistance of a qualified adviser(s) – the appropriateness of any 

advice in this newsletter to you, having regard to your objectives, financial situation, needs and circumstances. This document is not a Product Disclosure Statement (PDS) under 

the Corporations Act 2001 (Cth). Any opinions and forecasts in this newsletter reflect the judgment and assumptions of Auscap Asset Management Limited ACN 158 929 143, AFSL 

428014 (Auscap) and its representatives on the basis of information available as at the date of publication, and may later change without notice. The content of this document does 

not constitute an offer or solicitation to subscribe for units in an Auscap fund or an offer to buy or sell any financial product. Past performance is not a reliable indicator of future 

performance. While all reasonable care has been taken to ensure that the information in this document is complete and correct, no representation or warranty is given as to the 

accuracy of any of the information provided, including any forecasts. To the maximum extent permitted by law, Auscap, its related bodies corporate, directors, employees and 

representatives are not liable and take no responsibility for the accuracy or completeness of this document. Before deciding whether to acquire, or to continue to hold, units in an 

Auscap fund, a prospective or existing investor should fully review the information, the disclosures and the disclaimers contained in all relevant fund documents, including in particular 

the relevant fund’s disclosure document, the PDS, or any supplement to that document, and consider obtaining investment, legal, tax and accounting advice appropriate to their 

circumstances. A copy of the PDS for the Auscap High Conviction Australian Equities Fund is available on request or at www.auscapam.com/auscap-fund/pds/ and a copy of the 

PDS for the Auscap Ex-20 Australian Equities Fund is available on request or at www.auscapam.com/auscap-ex20-australian-equities-fund-product-disclosure-statement/.  Copies 

of the Target Market Determinations for the Auscap High Conviction Australian Equities Fund and the Auscap Ex-20 Australian Equities Fund, prepared by Auscap in connection 

with the Design and Distribution Obligations, are available on request or at www.auscapam.com/ddo/. You are receiving this newsletter because we hold personal information about 

you, namely your contact details. You should view Auscap's Privacy Policy, a copy of which is available on Auscap’s website, to understand how your personal information will be 

used and processed. No part of this material may be reproduced or disclosed, in whole or in part, without the prior written consent of Auscap. 

Hong Kong 

This newsletter has not been reviewed or approved by any regulatory authority in Hong Kong. This newsletter does not constitute an offer or invitation to the public in Hong Kong to 

acquire the units in an Auscap fund. Accordingly, unless permitted by the securities laws of Hong Kong, no person may issue or have in its possession for the purposes of issue, 

this newsletter or any advertisement, invitation or document relating to the units in an Auscap fund, whether in Hong Kong or elsewhere, which is directed at, or the contents of 

which are likely to be accessed or read by, the public in Hong Kong other than in relation to the units of an Auscap fund that are intended to be disposed of only to persons outside 

Hong Kong or only to “professional investors” (as such term is defined in the Securities and Futures Ordinance of Hong Kong (Cap. 571) and the subsidiary legislation made 

thereunder).  

Singapore 

This newsletter is being furnished to you on the basis that you are an “institutional investor” (as defined in the Securities and Futures Act (Chapter 289) of Singapore) and on a 

confidential basis, solely for your information. This newsletter may not be reproduced, disclosed, or distributed to any other person in Singapore. Auscap Asset Management Limited, 

as the responsible entity and manager for the Auscap funds has not taken any steps to ensure that the capital markets products referred to in this newsletter are suitable for any 

particular investor, and will not treat recipients as its customers by virtue of their receiving this document.  

This newsletter has not been, and will not be, registered as a prospectus with the Monetary Authority of Singapore and this newsletter is not intended to constitute an offering, and 

is not regulated by any financial supervisory authority pursuant to any legislation in Singapore. The investments or services referred to in this newsletter may not be suitable for you 

and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this document constitutes 

investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a 

personal recommendation to you. 

United Kingdom 

This newsletter may be distributed in the United Kingdom only to persons who: (i) have professional experience in matters relating to investments in accordance with Article 19 of 

the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (“FPO”); or (ii) to whom this document may otherwise be lawfully distributed (all such 

persons together being referred to as “Relevant Persons”). This newsletter is only directed at, or available to, Relevant Persons and must not be acted on or relied on by persons 

who are not Relevant Persons. Any investment or investment activity to which this document relates is available only to, and will be engaged in only with, Relevant Persons. 

United States 

This newsletter may not be distributed in the United States and does not constitute an offer to sell, or a solicitation of an offer to buy, securities in the United States. Any securities 

described in this newsletter have not been, and will not be, registered under the US Securities Act of 1933 and may not be offered or sold in the United States except in transactions 

exempt from the registration of the US Securities Act, the US Investment Company Act of 1940 and applicable US state securities laws. 

 

 

 

 

If you do not currently receive the Auscap Newsletter automatically, we invite you to register. To register, please go to the website www.auscapam.com and 

follow the registration link on the home page. A copy of the PDS for the Auscap High Conviction Australian Equities Fund is available at www.auscapam.com/auscap-

fund/pds/ and a copy of the PDS for the Auscap Ex-20 Australian Equities Fund is available on request or at www.auscapam.com/auscap-ex20-australian-equities-

fund-product-disclosure-statement/. Copies of the Target Market Determinations for the Auscap High Conviction Australian Equities Fund and the Auscap Ex-20 

Australian Equities Fund, prepared by Auscap in connection with the Design and Distribution Obligations, can be downloaded at www.auscapam.com/ddo/. We 

welcome any feedback, comments or enquiries. Please direct them to info@auscapam.com. 

 

Auscap Asset Management Limited 

 

Service Providers  

ACN 158 929 143  AFSL 428014 

Lvl 30, 9 Castlereagh St, Sydney  

Email: info@auscapam.com  

Web: www.auscapam.com 

Auscap High Conviction Australian  

Equities Fund 

Administration: MUFG Corporate Markets  

Tax & Audit: EY 

Auscap Ex-20 Australian Equities Fund 

Administration: Apex Fund Services 

Tax & Audit: EY  

 

http://www.auscapam.com/auscap-fund/pds/
http://www.auscapam.com/auscap-ex20-australian-equities-fund-product-disclosure-statement/
http://www.auscapam.com/ddo/
http://www.auscapam.com/
http://www.auscapam.com/auscap-fund/pds/
http://www.auscapam.com/auscap-fund/pds/
http://www.auscapam.com/auscap-ex20-australian-equities-fund-product-disclosure-statement/
http://www.auscapam.com/auscap-ex20-australian-equities-fund-product-disclosure-statement/
http://www.auscapam.com/ddo/
mailto:info@auscapam.com
mailto:info@auscapam.com
http://www.auscapam.com/

