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• The L1 Capital Australian Equities Fund returned -3.4% in September, outperforming the S&P / ASX200 
Accumulation Index by 0.3% (after fees). 
 

• Over the September quarter, the Fund returned 1.1%, outperforming the ASX200 Accumulation Index by 1.5%. 
 

• Since inception, the Fund has been one of the top performing large cap, long only Australian equities funds, 
outperforming the index by an average of 2.8% p.a. (after fees). 

 
After five months of gains,  global markets declined in September (S&P500 -3.8%, FTSE100 -1.5%, Euro Stoxx 50 -2.3%, 
Nikkei +2.3%) on concerns of a pause in the global recovery as agreement on a further U.S. fiscal stimulus package 
continued to be delayed and COVID-19 second wave outbreaks impacted Europe. The ASX200AI returned -3.7% in 
September, underperforming most offshore markets. The strongest sectors were Healthcare (+0.9%), Industrials           
(-0.3%) and Property (-1.5%), while Energy (-11.1%), Information Technology (-6.8%) and Consumer Staples (-6.6%) were 
very weak.  
 
The Fund outperformed the ASX200AI over the quarter despite further rotation away from cyclical and value names 
and the continued strong outperformance of high P/E ‘growth’ stocks both domestically and offshore. Despite the 
Fund’s strong recent performance, we believe the portfolio remains exceptionally attractive at present given larger 
than usual valuation anomalies. 
 
Some of the key contributors to fund performance in September were: 
 
Chorus shares gained 4%, continuing their positive momentum post reporting FY20 results that demonstrated good 
cost control and continued take up of fibre services. Valuations for infrastructure assets continue to increase in a lower 
bond yield environment with Chorus benefiting from this trend as well as a greater appreciation for high-quality fibre 
assets amidst the COVID-19 pandemic. The fibre build has been consuming the majority of Chorus’ cashflow for many 
years and has prevented the company from paying out its true underlying earnings in dividends. With the peak capex 
period now past, we are hopeful shareholders should finally see the returns on this 10 year investment program. 
 

 FUND* ASX200 
(AI) 

ALPHA 
(NET)* 

One month (3.35%) (3.66%) 0.32% 

Three months 1.08% (0.44%) 1.52% 

One Year  (9.37%) (10.21%) 0.84% 

Three Years (p.a.) 0.92% 4.80% (3.88%) 

Five Years (p.a.) 8.34% 7.31% 1.03% 

Ten Years (p.a.) 6.51% 6.93% (0.42%) 

Since inception (p.a.) 7.05% 4.21% 2.84% 

Since inception 
(cumulative) 

144.44% 71.81% 72.63% 

 

  
*All performance numbers in this update are quoted after fees. All performance numbers prior to 15 September 2017 relate to the L1 Capital 
Australian Equities Fund wholesale class of units.  The L1 Capital Australian Equities Fund PDS and RG (first issued 5 September 2017, last updated 
19 March 2019) are a daily class of units.  Past performance is not predictive of future returns. 
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Peet shares rallied 20% with a strategic real estate fund manager (360 Capital) becoming a substantial shareholder. 
Peet is a developer of master planned residential communities with a primary focus on the first home buyer. We 
provided a detailed note on Peet in our December 2019 quarterly report which called for a change in strategy for the 
company to focus on the funds management business and transition to a capital-light development model. We 
welcome further strategic interest in Peet and continue to believe the company is significantly undervalued. We 
continue to engage with the Board and see a path to a much higher share price assuming a well-executed change in 
strategy as we outlined in our December quarterly report. 

Star Entertainment shares gained 4% continuing their positive performance post reporting a strong FY20 result in 
August, despite an incredibly difficult trading environment. Star’s management team delivered strong operating 
margins and positive cashflows by managing costs extremely well through a wave of varying lockdown restrictions. Re-
opening trends have been very positive to date, with Star’s domestic businesses generating revenues at greater than 
75% of pre-COVID levels for the first eight weeks of FY21. Star has navigated the COVID-19 crisis with minimal cash burn 
to date and is proactively exploring value maximisation options such as the sale of the car park concession at its 
Sydney casino which could generate in excess of $200m. Star has an attractive outlook given the scarcity value of its 
casino licenses and the transformative impact of the Queen’s Wharf development in Brisbane, which we believe is an 
underestimated driver of medium-term earnings growth. Star continues to have corporate appeal, with Far East and 
Chow Tai Fook owning a 10% stake in the company and also seeking regulatory approval to increase their holding. We 
continue to believe Star’s market cap of ~$3b hugely undervalues the asset base, licenses and likely cash flow 
generation of the company. While the market is very focused on the short-term risks around COVID-19 disruption, we 
believe the medium-term outlook for Star looks exceptional and we have been adding to our position over the past few 
months. 

Some of the key detractors to fund performance in September were: 

Oil Search shares fell 19% over the period driven by a ~6% decline in crude oil prices and broader transition away from 
energy stocks (energy was the worst performing sector on the ASX in September). Oil Search is one of the highest 
quality energy stocks listed in Australia, given its low cost of production, long life assets, attractive growth options and 
partnership with a high quality operator (Exxon Mobil). Oil Search has a large stake in two very substantial growth 
projects in PNG and Alaska and, as oil prices recover, we believe the market will likely reincorporate meaningful value 
for these projects in group valuations. Furthermore, we believe the more difficult economic backdrop in PNG is likely to 
incentivise the PNG Government to resolve their differences with the joint venture and enable this project to proceed 
(subject to market conditions). While we expect continued share price volatility in the near term, we believe that Oil 
Search is extremely well placed over the medium to long term to benefit from a recovery in oil prices. 

Resolute Mining shares fell 16% due to strike action at its flagship Syama gold mine located in Mali. The company 
resolved the strike action quickly, with a conciliation agreement signed less than three weeks after the strike action was 
first reported and only a 3% production cut was noted at the mid-point of the revised full year production guidance. 
Resolute has a high quality portfolio of assets with low costs of production, long resource life and growth optionality. 
The company is trading at a substantial discount to most ASX and Canadian listed peers and we believe the shares will 
re-rate substantially as Syama fully ramps up in the coming months and as the company rolls off adverse gold hedges 
that will enable much stronger cashflow generation. 

We are extremely positive about the medium-term outlook for the portfolio, given the unusually large number of 
stocks in the Fund that presently have a very large upside to valuation.  As the market becomes more confident 
that an effective COVID-19 vaccine or treatment is coming, we expect to see a significant share price recovery in 
many of these oversold companies, along with a rotation into value and cyclical stocks that would act as a further 
tailwind to performance. 
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L1 Capital Overview 
 
L1 Capital is a global investment manager with offices 
in Melbourne, Sydney, New York and London.  The 
business was established in 2007 and is 100% owned 
by its senior staff, led by founders Raphael Lamm & 
Mark Landau.  The team is committed to offering 
clients best of breed investment products.  L1 Capital 
manages money for a range of clients including large 
superannuation funds, pension funds, financial 
planning groups, asset consultants, family offices, high 
net worth individuals and retail investors.  

 
 
L1 Capital uses a fundamental, bottom-up research 
process to identify investments with the potential to 
provide attractive risk-adjusted returns.  The L1 Capital 
investment approach is largely style-neutral with 
modest value and contrarian characteristics.  The firm 
launched the L1 Capital Long Short Fund in September 
2014. The Fund has returned an average of 16.6% p.a. 
(after fees) since inception. 

 
Fund Information 

Name L1 Capital Australian Equities Fund 

Class of Units Daily 

Structure Unit Trust 

Domicile / Currency Australia / AUD 

Inception 23 August 2007 

Management Fee 0.77% p.a. inclusive of GST and RITC 

Expenses  Maximum of 0.20% p.a.   

Performance Fee 15.38% above S&P / ASX200 Acc Index* 

High Watermark Yes 

APIR / ARSN LCP0001AU / 621 183 195  

Minimum Investment A$25,000 

Subscription Frequency Daily 

Redemption Frequency Daily 
 

 
Service Providers 

Responsible Entity Equity Trustees Limited 

Fund Administrator Mainstream Fund Services 

Fund Auditor EY 

Fund Custodian Mainstream Fund Services 

Legal Advisor Hall & Wilcox 

 
There have been no changes to key service providers since the last monthly report. 
 

 
 

Level 28, 101 Collins Street 
Melbourne VIC 3000 Australia 
www.L1.com.au 

Phone +61 3 9286 7000 
Fax +61 3 9286 7099 
Email info@L1.com.au 

 

 
 
Information contained in this publication 
* All performance numbers in this update are quoted after fees. All performance numbers prior to 15 September 2017 relate to the L1 Capital Australian Equities Fund wholesale 
class of units.  The L1 Capital Australian Equities Fund PDS and RG (first issued 5 September 2017, last updated 19 March 2019) are a daily class of units. 1. The value of the 
Fund’s assets less the liabilities of the Fund net of fees, costs and taxes. 2. The unit price is calculated by decreasing the NAV price by the sell spread (currently 0.25%). The 
NAV price is the NAV divided by the units on issue. Past performance is not predictive of future returns.  
 
Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the L1 Capital Australian Equities Fund.  Equity Trustees is a 
subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). 
This publication has been prepared by L1 Capital Pty Ltd (ACN 125 378 145, AFSL 314 302), to provide you with general information only. In preparing it, we did not take into 
account the investment objectives, financial situation or particular needs of any particular person. It is not intended to take the place of professional advice and you should 
not take action on specific issues in reliance on this information. Neither L1 Capital Pty Ltd, Equity Trustees nor any of its related parties, their employees or directors, provide 
any warranty of accuracy or reliability in relation to such information or accepts any liability to any person who relies on it. Past performance should not be taken as an indicator 
of future performance. You should obtain a copy of the Product Disclosure Statement before making a decision about whether to invest in this product. 
 
Copyright 
Copyright in this publication is owned by L1 Capital. You may use this information in this publication for your own personal use, but you must not (without L1 Capital’s consent) 
alter, reproduce or distribute any part of this publication, transmit it to any other person or incorporate the information into any other document. 
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