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Fund managers offer 
strategy options

PRUDENT: Romano Sala Tenna (left) and Giuliano Sala Tenna maintained their investment strategy despite poor returns last financial year.  Photo: Gabriel Oliveira

THE 2019 financial year 
was a challenging time 
for fund managers like 

Romano Sala Tenna.
His company Katana Asset 

Management has a history of 
outperforming the overall share 
market but the year to June 2019 
was an exception – a big one.

With uncertainty surrounding global share markets, Business News has taken 
a close look at the strategies of six Perth-based fund managers.

Its flagship fund, listed invest-
ment company Katana Capital, 
had a negative gross return of 
-0.53 per cent for the year.

With the All Ordinaries index 
increasing by 6.51 per cent over 
the same period, it was the worst 
period of underperformance since 
the fund was established in 2006.

Since then, it has outperformed 
the market in 10 of 14 years.

Mr Sala Tenna is feeling a lot 
more comfortable now, with 
Katana Capital achieving a gross 
investment return in excess of 7 
per cent for the financial year to 
date compared with 1.1 per cent 
for the All Ords.

“It’s nice to see what we laid out 
come to fruition,” he told Business 
News.

“We haven’t changed our strat-
egy, we aren’t chasing the latest 
fad.”

Mr Sala Tenna said the over-
all market had been inflated by 
irrational demand for technology 
stocks, with Australia having the 
highest-priced tech sector in the 
world.

Katana has kept clear of the 
tech stocks and retained about 
a quarter of its money in cash, 
with Mr Sala Tenna saying its 
conservative approach yields 
the best risk-adjusted returns 
over time.

“As a manager, we will always 
put preservation before perfor-
mance,” he said.

Katana is one among a small 
group of Perth-based fund man-
gers with equity investment 
funds.

The table on page 21 illustrates 
the very diverse strategies 
adopted by each of these fund 
managers.
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Both Westoz Investment Com-
pany and Ozgrowth reported 
negative returns in FY19, reflect-
ing the general decline in smaller 
WA-based companies they typi-
cally invest in.

Westoz, for instance, has 
major holdings in Cedar Woods 
Properties and Finbar Group 
and mining services companies 
Macmahon Holdings and Perenti 
Global, along with global miner 
BHP.

Ozgrowth has a leaning 
toward smaller companies, 
including Zenith Energy, Emer-
ald Resources and Orecorp.

Like Katana, the two Westoz 
funds enjoyed a bounce in the 
September quarter before dip-
ping slightly in October.

Chairman Jay Hughes draws 
investors’ attention to the long-
term performance of both funds.

Westoz Investment Company 
has generated an average return 
of 13 per cent since inception 
in 2005 while Ozgrowth has 
returned 8 per cent per annum 
since it was established in 2008.

“As ever, our strategy is 
focused on utilising our expe-
rience to identify attractive 
investment prospects from our 
base in Western Australia,” Mr 
Hughes told investors in a recent 
update.

Other fund managers include 
Merchant Funds Management 

Katana invests across all 
market sectors; hence its top 
stocks range from mining 
services company Mineral 
Resources to health tech com-
pany CSL, Woodside Petroleum, 
gold miner Evolution Mining and 
Ramsay Health Care.

A nother fund manager 
with similar products is Euroz 
subsidiar y Westoz Funds 
Management.

Euroz has total funds under 
management of $1.58 billion.

Most of that money is in its 
Entrust Wealth Management 
business, which operates indi-
vidually managed accounts for 
its clients.

In contrast, Westoz manages 
two listed investment companies 
that offer an easy way for inves-
tors to gain access to a broad 
portfolio of shares.

Mark Beyer 
mark.beyer@businessnews.com.au

@AMarkBeyer
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The trend is your friend 
and every trend will end

Jamie
Davison
Co-Founder, 
Carbon Group

Stock markets are arguably 
in the longest bull market 
run in history - the saying 
“the trend is your friend and 
every trend will end” is a 
cognizant reminder that we 
may be in a late stage ex-
pansion of this market. In 
the background of quantita-
tive easing and global debt 
build-up, we have chosen 
not to become complacent. 
Carbon Wealth are expect-
ing significant market vol-
atility and have positioned 
the portfolios as such. 

While some managers may 
be outperforming over the 
past year, they could likely 
get caught offside as central 
banks run out of options, 
and interest rates come to 
almost zero.

We believe income gen-
eration is an increasingly 
important factor in portfo-
lio construction. With U.S 
equities yielding under 2%, 
there is a need to look outside 
core asset classes to achieve 
a growth rate over 4%.   

Carbon Wealth aim to build 
a portfolio with alternative 
investments that can profit 

during a recession. Addi-
tionally, an allocation to a 
high-grade fixed income 
investments can remove 
some systematic risk. By 
diversifying the portfolio 
construction across multi-
ple asset classes worldwide 
with less than correlated 
cross-sectional allocations. 
Evidence has shown with 
this approach, that it is pos-
sible to achieve models that 
perform well in real-time, 
achieving equity like re-
turns with bond like volatil-
ity and drawdowns.

As investors need to navi-
gate the later stages of this 

and investors need to take this 
into consideration when build-
ing their portfolios.

cycle, diversification will 
become more critical, and 
to achieve a proper diver-
sification, we need to think 
deeper than the traditional 
‘stocks vs bonds’ paradigm. 
An increased emphasis on 
alternative investing – is in-
creasingly important at this 
stage in the cycle for diver-

sification benefits, 
compared to the 
traditional port-
folio stock/bonds 
composition.

Overall, we be-
lieve volatility 
will increase over 
the next few years 

(08) 6381 2404
www.carbongroup.com.au/wealth

ACCOUNTING ADVISORY BOOKKEEPING PAYROLL INSURANCE FINANCE WEALTHR&D AND
GRANTS

BUSINESS
SYSTEMS
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 As a manager, we will 
always put preservation 
before performance - Romano Sala Tenna
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Merchant manages both the 
Merchant Opportunities Fund, 
established in 2012, and the Mer-
chant Leaders Fund, established 
in July last year.

Managing director Andrew 
Chapman told Business News 
his group had raised money into 
both funds recently.

He said the Opportunities 
Fund now had close to $100 mil-
lion in assets under management 
– up from $65 million it reported 
at June 30, and the Leaders Fund 
close to $50 million.

That growth may have been 
helped by some impressive 
performance numbers. The 
Opportunities Fund has returned 
10.7 per cent over the past year 
and 25.1 per cent over the past 
five years.

It has a strong bias toward 
smaller tech companies, with 
one notable example being 
Bard1 Life Sciences, which is 

commercialising a breast cancer 
diagnostic.

The fund paid about two cents 
per share to buy into Bard1, which 
jumped as high as 5.2 cents last 
month before easing to 3.5 cents 
currently.

The Leaders Fund has a very 
different focus, investing in 
ASX100 stocks. Its major holdings 
include Fortescue Metals Group, 
Beach Energy and Rio Tinto.

A relatively new player in the 
market is Precision Funds Man-
agement, established three years 
ago by experienced stockbrokers 
Tony Kenny and Tim Weir.

“ The motivation behind 
establishing Precision Funds 
Management was to wrap some 
rigour and process around how 
clients manage the ‘high-growth/
high-risk’ portion of their portfo-
lio,” Mr Kenny said.

The two founders have put 
their money where their mouth 

is, having collectively invested 
$4.25 million in Precision at 
the same entry level as other 
investors.

Precision has a broad mandate 
with the flexibility to invest 
in early-stage opportunities, 
including seed capital, private 
companies and pre-IPO capital 
raisings.

It has a bias toward resources 
and associated service compa-
nies but also invests in other 
sectors.

For instance, it recently 
invested in life science company 
Phylogica, which has gained 
heavyweight backing from 
former Ikea franchise owner 
Alan Tribe.

Mr Kenny said Precision 
had also been able to offer its 
shareholders co-investment 
opportunities.

An example was Precision 
participating in a consortium 
to purchase HiSeis, an unlisted 
company that is commercialis-
ing 3D seismic technology for 
the hard rock mining industry 
that was developed at Curtin 
University.

Its co-investors included listed 
mining services company Perenti 
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Global, senior executives and 
investors represented by Azure 
Capital and Sternship Advisors.

The involvement of Sternship 
was no coincidence, as it is one 
of several businesses that leases 
space in the same building as 
Precision.

The building at 1202 Hay St, 
West Perth was formerly the 
head office of law firm Blakiston 
& Crabb (now Gilbert + Tobin) and 
is still owned by lawyer Michael 
Blakiston, who is also Precision’s 
chairman.

Mr Kenny said the aim was 
to create a resources hub with 
a diverse range of ASX-listed 
companies, corporate advisors, 
private equity investors, lawyers 
and technical experts that can 
leverage off each other.

Mr Kenny said the Precision 
Opportunities Fund achieved a 
return of 20 per cent in FY18 – its 
second year of operation – but, 
like others, had a tougher time 
in FY19.

It had a small positive return, 
against the backdrop of the Small 
Resources Index being down 14 
per cent.and Precision Funds Manage-

ment, which both service high 
net worth investors. 
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SOLID: Tim Weir (left) and Tony Kenny have invested $4.2 million of their own money into their fund. Photo: Gabriel Oliveira

“In light of a difficult small cap 
market, our primary objective 
has been to protect capital while 
we wait for the right opportu-
nities and the broader markets 
appetite for risk assets returns,” 
he said.

That is reflected in the group 
keeping more than one third of 
its funds in cash.

High net worth investors look-
ing for international exposure 
have backed one of the success 
stories in the local funds man-
agement scene, Cottesloe-based 
Packer & Co.

Established by former stock-
broker Willy Packer in 1993, its 
Investigator Trust currently 
manages more than $2.2 billion 
of funds, invested across global 
stock markets.

It returned 13.5 per cent for the 
year to June 2019. Most of that 
gain reflected the movement in 
global markets, as reflected in 
the 12.6 per cent gain in the MSCI 
World Accumulation Index.

WA Super
An even larger funds man-

ager is superannuation fund WA 
Super, which has $3.9 billion in 
assets under management.

nearing retirement age or 
recently retired.”  

Another major investor with 
a cautious view of the market is 
HBF managing director John Van 
Der Wielen, who has shifted to a 
more conservative investment 
strategy in response to the risks 
facing global share markets.

“We’ve opted for less volatility,” 
said.

“We want more certainty 
around our ability to maintain 
competitive premiums.”

HBF has reduced its weighting 
to ‘growth’ assets, notably Aus-
tralian and international shares, 
from 30 per cent of financial 
assets to 15 per cent.

The funds have been reallo-
cated to ‘defensive’ assets such 
as interest-bearing securities and 
term deposits.

“We are concerned with the 
level of risk and volatility in 
world markets,” Mr Van Der 
Wielen said, adding that the US 
stock market was trading near 
all-time highs.

The changes in the group’s 
investment strategy follow the 
appointment of Reserve Bank of 
Australia board member Mark 
Barnaba as chair of a new invest-
ment committee.

The recent changes partially  
reverse a shift in HBF’s invest-
ment strategy over the previous 
year.

Its 2019 annual report shows 
it had $1.63 billion invested in 
financial assets as at June 30, 
with 32 per cent invested in 
shares, infrastructure and other 
growth assets.

One year earlier, that propor-
tion was lower at 22 per cent.

The annual report shows the 
group had net investment income 
of $65.9 million in the year to 
June 2019, an increase of 16.4 per 
cent on the prior year.

It attributed this to higher 
returns from equity markets 
(shares) while noting that low 
interest rates continued to affect 
term deposit returns.

The overall investment return 
for the year was 4.3 per cent, up 
from 3.9 per cent.

Mr Van Der Wielen said the 
group would continue to invest 
via managed funds, rather than 
by buying shares directly.

Its shares portfolio is split 
evenly between Australian and 
international markets.

He said infrastructure contin-
ued to be a viable and attractive 
asset class. 

WA Super offers two specialist 
equity options, focused on Aus-
tralian and international shares.

Like many big institutions, WA 
Super is moving towards passive 
investing, which aims to match 
the returns achieved by the over-
all market, and therefore focuses 
on large-cap stocks.

That’s the opposite of the 
active investment managers dis-
cussed above.

Most of WA Super’s members 
have their money in diversified 
funds, such as MyWASuper, 
which is its default fund.

MyWASuper has its money 
spread across shares (38 per 
cent), fixed income, such as gov-
ernment bonds (27 per cent), 
real assets, such as property 
(18 per cent) and various other 
investments.

Chief investment officer Chris 
West said this diversification was 
an effective way to manage risk.

“We don’t know what the future 
will hold and it’s important that 
the returns we generate on our 
members retirement savings are 
robust to a range of potential sce-
narios,” he said. 

Mr West said there is not one 
right way to invest.  

“The selection of a portfolio 
should be based on an investor’s 
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 Our primary objective has been 
to protect capital while we wait for 
the right opportunities - Tony Kenny

own investment philosophy, 
risk tolerance, objectives and 
constraints.”

He said many investors have 
not needed to worry greatly 
about diversification because of 
the good returns over the past 
decade.

“The period from 2009 to 
2019 has been the best period of 
returns for a 70 per cent equi-
ties/30 per cent fixed income 
index portfolio in modern his-
tory and, by many measures, 
the best returns period ever,” 
he said.

“The other two notable periods 
are immediately after the Second 
World War and during the tech 
bubble.”   

Mr West said investing in 
the future would be more 
challenging.

“The expected returns of cash 
and fixed income are low,” he 
said.

“And the expected future pre-
mium for holding risky assets, 
like shares, relative to lower risk 
assets, is also low. 

“That means we expect less 
‘bang for your buck’ when taking 
risks in the future but also 
so-called safe haven assets will 
also struggle to perform their 
role. 

“Now is as important as ever 
to focus on building diversified 
portfolios with appropriate 
risk levels; especially true for 
people in the ‘retirement risk 
zone’ which represents those 



Manager Packer & Co WA Super WA Super

Fund Investigator Trust Global shares Australian shares

FUM $2,273m $185m $165m
Top 10 Stocks Hess IHS Markit Commonwealth Bank

Gazprom Microsoft Corporation Westpac Bank
JPMorgan Chase Alphabet Inc CSL
Bank of America Visa Inc ANZ Bank
Arch Coal Amazon.com Inc BHP Group
Ball Corp HDFC Bank National Aust Bank
Citigroup Tencent Holdings Woodside Petroleum
Diageo Nestle Woolworths Group
Home Depot Astrazeneca Origin Energy
Facebook Abbott Laboratories Macquarie Group

Manager Westoz Funds Management Merchant Funds Management Westoz Funds Management

Fund Westoz Investment Co Merchant Opportunities Fund Ozgrowth

FUM $156m $99m $71m
Top 10 Stocks Cedar Woods Properties Polynovo Cedar Woods Properties

Macmahon Holdings Auscann Group Holdings Zenith Energy
BHP Bard1 Life Sciences Emerald Resources
Perenti Global European Cannabis Corp Kingsgate Consolidated
Finbar Group Zelda Therapeutics Orecorp
Orecorp RMA Global SRG Global
Cooper Energy Archtis Macmahon Holdings
West African Resources Sienna Cancer Diagnostics Finbar Group
Emeco Holdings Rhythm Biosciences Carnarvon Petroleum
Sandfire Resources Cannpal Animal Therapeutics Equatorial Resources

Manager Merchant Funds Management Katana Asset Management Precision Funds Management

Fund Merchant Leaders Fund Katana Capital Precision Opportunities Fund

FUM $49m $40m $33m
Top 10 Stocks Fortescue Metals Group Mineral Resources Venturex Resources

Beach Energy CSL Carnarvon Petroleum
Rio Tinto CYBG Capricorn Metals
Magellan Financial Group Woodside Petroleum Orecorp
JB Hi-Fi Evolution Mining Atrum Coal
Santos Ramsay Health Care Australis Oil & Gas
Newcrest Mining South32 Phylogica
Wisetech Global Pioneer Credit HiSeis
Nine Entertainment Co Northern Star Resources Perseus Mining
Aristocrat Leisure Synlait Galaxy Resources

FUND MANAGERS FEATURE

WA-BASED EQUITY INVESTMENT FUNDS 
RANKED BY FUNDS UNDER MANAGEMENT (FUM) Source: Manager reports
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OreCorp raises $13.3m
16 Aug 2019 by Jessica Mascione
Securities Westoz Funds Management Matthew Yates ...

$22m sale of WA cattle stations
28 Oct 2019 by Mark Beyer
Funds Management ...

ASIC puts extra licence conditions on IOOF
28 Oct 2019 by AAP
the funds management sector and ensuring that investors’ best interests are 
the highest priority ... of fund managers,” ASIC commissioner Danielle Press 
said. “ASIC will use its licensing ...

Merchant buys $12m AusCann stake
14 Oct 2019 by Adrian Rauso
acquired by funds manager Merchant Group, which was the lead adviser to 
AusCann for a $12 million placement ...

Breaker to raise $8m
13 Nov 2019 by Business News
a non-brokered $8 million placement to a private equity fund managed by 
New York-based Electrum Group, with the ...

WA Super to make $20m impact investment
21 Oct 2019 by Jordan Murray
Investment Alliance of WA. The superannuation fund manager, ranked third 
on the BNiQ list of WA fund ... managers, deals with approximately $3.8 
billion in funds for more than 60,000 members and 4,000 employers ...

Heron to raise $91m in fight for survival
04 Oct 2019 by Adrian Rauso
and $52 million of convertible notes will be issued to Greenstone, Orion and 
funds managed by ...

Imdex in for AHG on BN30
04 Oct 2019 by Mark Beyer
per share, and $52 million of convertible notes will be issued to Greenstone, 
Orion and funds managed ...

Goal posts moving again in super review
01 Oct 2019 by Tim Treadgold
and 2025. • Whether the fees charged by superannuation fund managers are 
fair. • Whether tax breaks ... Financial Services Council, a body representing 
fund managers, reckons there should be an increase to 12.5 ... little effort. 
How fat? Well, according to one recent calculation, superannuation fund 
managers can ...

Perron foundation set up for long-term future
22 Oct 2019 by Mark Beyer
they take the money and run.” Structured support Stockbroking and funds 
management company Euroz, which ...

From shale gas to philanthropy
22 Oct 2019 by Mark Beyer
and funds management company Euroz, which has been on its own 
philanthropy journey, is behind Mr ...
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