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Fund Performance1 

Blackwattle Large Cap Quality Fund Performance (net of fees) as at 31 May 2026. 

  1 month 3 months 6 months 1 Year 2 Years p.a. 3 Years p.a. Inception p.a2 

Fund (Net) 2.09% -2.84% 0.97% 5.50% 8.07% - 9.22% 

Benchmark3 1.15% -4.03% 3.01% 6.89% 10.08% - 10.51% 

Active Return 0.95% 1.19% -2.03% -1.39% -2.01% - -1.29% 
 

1 Returns are calculated after fees have been deducted and assume distributions have been reinvested. No allowance is made for tax when calculating these 
figures. Past performance is not a reliable indicator of future performance. Source: Apex.2 The inception date for the Fund is 8th August 2023. Returns greater 
than 1 year are annualised’ or “calculated on an annualised basis.3 S&P/ASX200 Accumulation Index *Inclusive of Goods and Services Tax (GST) and net of 
any Reduced Input Tax Credits (RITC).

About the Fund 

Our investment philosophy is to own businesses with a competitive advantage and good corporate governance, priced below intrinsic value.  
 
The fund aims to outperform the S&P/ASX 200 Accumulation Index (after fees and before taxes) over the long term. Quality companies at 
low or reasonable valuations underpin overweight positions while poor quality companies with high valuations facing near-term pressures 
underpin underweight positions. Risk is managed through portfolio diversification, strict exposure limits and process discipline utilising our 
proprietary valuation and portfolio construction tools. 

 
Blackwattle Investment Partners 

Blackwattle is a new generation, highly aligned, Australian investment manager investing in quality businesses and people. 

Alignment  Quality  Trust 
Shared staff ownership, zero personal 
trading, profit and personal salary 
reinvestment, and most importantly 
significant personal investment alongside 
our clients. 

 We aim to buy businesses that have a 
forward advantage, trustworthy aligned 
management, priced below intrinsic value.  

 We believe that honesty and transparency 
builds trust with our clients, stakeholders,  
and community. 

 
Key Information 

Fund Name Blackwattle Large Cap Quality 

APIR ETL7350AU 

Inception Date August 2023 

Typical no. of Stocks 30-55 

Cash Limit 10% (typically +5% to -5%) 

Cash Distributions Semi Annually 

Redemptions Daily 

Buy Sell Spread 0.25% upon entry and 0.25% upon exit 

Fees Management 0.72% 

Constrained Capacity $5.0b (or up to 25bps of the benchmark) 

Platforms BT, Netwealth, HUB24, Macquarie, Expand, 
North 

Objective The Fund aims to outperform the S&P/ASX 
200 Total Return Index (after fees and before 
taxes) over the long term. 

Research Ratings Zenith – Approved 
Lonsec - Recommended 

 

Portfolio Managers 

 

Joe Koh B.Bus, CFA 
25+ years’ investment experience. Previousl  
Portfolio Manager Long-Short Schroders  
and for Regal across Absolute, Marke  
Neutral and Long-short funds. 

 

Elan Miller  
20+ years’ investment experience. Previousl  
Portfolio Manager AL Capital and Pengana 
Capital Group. 
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Top 5 Overweight Holdings  
 

         

 

Market Commentary 

The S&P/ASX 200 Total Return Index continued to recover from the weak market experienced in March, building on April’s performance to deliver a 
1.1% return for the month of May. Australia did underperform global markets which were generally higher, with the US S&P 500 up (+5.3%), driven 
heavily by the technology sector and artificial intelligence (AI) semiconductors.  

The RBA’s concerns around inflation remain elevated, as we have yet to see the second-round impact of the Middle East conflict and oil shock flow 
through to the data. In spite of the April CPI and labour data being softer than expected, the RBA still hiked interest rates by 25bps to 4.35% as it 
struggles to bring inflation back within its target range. The market continues to price in another rate hike to 4.60% later in 2026; however, we believe 
the RBA will now take the opportunity to assess the impact that the FY27 Budget and past hikes will have on the economy as it works to counter 
inflation. 

The Government delivered its Federal Budget for 2026–2027 in May, marking the biggest changes to the tax system since the introduction of the 
GST. The major changes from the federal government include changes to both the CGT rules and negative gearing. 

The key policy changes directly affecting individuals moving forward are

Investors will now pay their full marginal tax rate on all real capital gains made on an investment, with a minimum applied rate of 30%. From 1 July 
2027, negative gearing for residential property will be limited to new builds. Discretionary trusts will attract a 30% minimum tax from 1 July 2028, paid 
by the trustee, with beneficiaries other than corporate beneficiaries receiving non-refundable credits for tax paid by the trustee. 

The federal government pitched these changes to address inequality and help individuals get onto the property ladder. As part of this, a $2bn Local 
Infrastructure Fund has been proposed to support the building of up to 65k homes over the decade, as well as build-to-rent measures expected to 
support around 80k rental homes. The fund will also support the delivery of 55k social and affordable homes that had been previously announced. 

The government has also looked to strengthen Australia’s fuel and fertiliser reserves through a $14.5bn package. 

Key Implications for the different sectors: 

• Banks: We expect the changes to be negative overall for the banks, as we anticipate slower credit growth moving forward, as well as 
increased risk of bad and doubtful debts, given that individuals are already feeling the impact of the RBA’s rate hikes, higher fuel prices, and 
increased inflation. We believe the Budget will place increased pressure on the banks’ operating margins, increasing the risk of earnings 
downgrades. 

• Property: While we believe limiting negative gearing to new builds should support property developers in the short term, we do not believe 
the policy is supportive of the overall property market, and we expect house prices to fall or remain flat for an extended period. As a result, 
we expect margins for builders to come under pressure through both lower prices and higher costs due to inflationary pressures. We believe 
there is potential for investors to prefer commercial property over residential property, given the superior yield and lower maintenance costs. 

• Asset Management: The implications of changes to the current CGT discount regime and discretionary trusts are likely to be negative for 
individuals seeking to use tax structures to protect and create long-term wealth through capital growth and may shift investor preference 
toward superannuation and yield investments rather than growth. 

• Consumer: We expect these changes to have a knock-on impact on the consumer sector, as the negative wealth effect builds on top of 
already weak consumer sentiment. 

• Energy: With the introduction of the fuel security policy, the government continues to support the refining industry, having previously 
guaranteed a minimum income, and we expect that at some point these assets may become regulated given their strategic importance. 

• Other: Smaller changes to the Budget have more marginal impacts across sectors, with the reduction in the private health insurance (PHI) 
rebate for those aged 65+ being a potential headwind for private hospitals. While the government continues to support critical minerals, 
housing supply, and AI/data centre growth, these measures are potentially positive for building materials. 

Materials (+10.5%) and Consumer Discretionary (+4.7%) were the best-performing sectors. The materials sector benefited from stronger base metals 
and coal prices, though iron ore and gold were softer. Consumer stocks benefited in May from weaker economic data and the possibility that the 
RBA is closer to the end of the rate-hiking cycle. With the prospect of an end to the Middle East conflict, the Energy sector (-5.9%) was weaker, along 
with the defensive sectors of Consumer Staples (-1.8%) and Utilities (-7.6%). As in April, Health Care (-8.7%) was again the weakest sector, driven 
by a downgrade in CSL and a market that is struggling with both the valuation and growth outlook for the sector. 

As we have highlighted in past newsletters, we expect Quality to start outperforming as markets place greater value on strong balance sheets, 
predictable earnings, and solid cash flow, especially in uncertain times. May continued the trend of Quality outperformance, and we expect this to 
continue. 
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Source: Barrenjoey Research, Bloomberg, Factset

 

Portfolio Commentary.

The Blackwattle Large Cap Quality Fund returned 2.09% in May, outperforming its benchmark S&P/ASX 200 Total Return Index return by 0.95%. 

Aristocrat Leisure (ALL) was a strong contributor to the Fund’s performance, reporting better-than-expected growth in the installed base of premium 
leased games in its 1H March 2026 results. The company continues its industry-leading investment in new game development (about twice its nearest 
competitor), helping to compound its competitive advantages, and maintains a conservative balance sheet with minimal debt. ALL’s capital 
management track record, including past M&A activity, is sound, and the company continues to return excess capital to shareholders via share buy-
backs (recently increasing its current programme by $1bn to $2.5bn in aggregate).  
 
The Fund also benefited from its overweight positions in BHP, Anglo American, and Alcoa, as the materials sector continued to outperform the market, 
driven by firming commodity prices. Alcoa should benefit from tighter supply as capacity remains constrained by the Middle East conflict, leading to 
higher aluminium prices, and its hedging of energy prices.  

Being underweight CBA and having no exposure to Brambles (BXB) helped the Fund outperform the index. BXB downgraded its earnings 
expectations during the month due to pallet repair constraints in its subcontractor network, which led to a shortfall in available pallets for some of its 
customers. BXB flagged a US$60m earnings impact for the June 2026 quarter, with US$40m from higher costs and US$20m from a customer mix 
impacts and volume shortfalls. The purchase of 2 million pallets will also impact cash flow in FY26 with further purchases flowing into FY27. Despite 
this, BXB simultaneously announced an additional US$400m buyback. The Fund remains underweight, as we believe there will be ongoing costs 
related to improving the quality of the company’s pallet pool, expanding pallet repair capacity to cushion future shocks, and regaining customer trust 
around reliability. The potential loss of volumes to smaller customers will also represent a margin headwind, as the company prioritises larger (but 
lower margin) customers during the period of pallet shortages.  

CBA provided a Q3 update, which saw its cash earnings narrowly miss consensus estimates by 1%, notwithstanding stable net interest margins and 
robust home lending growth of 7.1% and business lending growth of +12.5%, year-on-year. The small earnings disappointment, combined with (in 
our view) expensive valuation and uncertainty around housing due to negative gearing tax changes, saw CBA’s shares underperform the S&P/ASX200 
index in May. Australian home loans comprise about 63% of CBA’s total loan book, of which about one third is to investors. 

As the ceasefire continued, oil prices softened over the month, leading to the Energy and Utilities sectors being among the worst performers on the 
ASX. Lower oil prices and hopes of increased travel flowed through to travel names in the market, despite downgraded earnings delivered by Flight 
Centre and lower capacity from Qantas (QAN) and Virgin (VGN). Our overweight position in VGN was a positive contributor, as we saw airlines remain 
disciplined by cutting capacity and therefore increasing utilisation. Furthermore, VGN had previously hedged its jet fuel costs to help manage earnings 
at the time of its IPO, thereby protecting margins. We believe it should also benefit from domestic travel as consumers defer international travel due 
to the Middle East conflict and tighter household budgets. 

The Health Care sector continued to underperform the market, this month driven by CSL, which downgraded its earnings again after previously 
reaffirming guidance when the then CEO resigned. CSL now expects FY26 revenue to be around $15.2 billion (market expectations were $15.8bn) 
and NPATA (excluding restructuring costs and impairments) to be around $3.1 billion (market expectations were $3.35bn), both on a constant-
currency basis. CSL also intends to recognise approximately $5 billion of non-cash, pre-tax impairments across FY26 and FY27, in addition to those 
announced at the FY26 half-year results. The market continues to be wary of CSL, as the new CEO is yet to be named and the competitive 
environment remains difficult. While previously underweight this stock, the Fund has recently moved to a small overweight position given the stock’s 
now more attractive valuation, which sits at a substantial discount to the ASX 200. 
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How to Invest 

To invest please click on the link 
http://www.blackwattlepartners.com/invest/ or call 02 7208 9922. 

Contact Details 

Investor Services 
Apex Fund Services 
Ph: 1300 133 451  
E: registry@apexgroup.com 

Distribution and Sales Team 

 

Matt Dell 
Non-Executive Director 
0423 793 456 
mdell@blackwattlepartners.com 

 

Maggie Mills 
Head of Distribution 
0498 183 569 
mmills@blackwattlepartners.com 
 
 

  

 

Justin Carroll 
Senior Account Director QLD 
0410 403 608 
jcarroll@blackwattlepartners.com 

 

Nick O'Hare 
Senior Account Director VIC 
0423 773 837 
nohare@blackwattlepartners.com 

 

Sid Cavallaro 
Senior Account Director NSW 
0409 405 617 
scavallaro@blackwattlepartners.com 

 
 

 

This document is issued by Blackwattle Investment Partners Pty Limited (ABN 24 663 839 094) (BIP) corporate authorised representative of Blackwattle 
Licensing Pty Limited (ACN 665 711 839 AFSL 547 617) (corporate authorised representative no. 001304362) the investment manager of the Blackwattle 
Large Cap Quality Fund. Equity Trustees Limited (ABN 46 004 031 298, AFSL No. 240975) (EQT) is the responsible entity of the 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 document is 
intended to provide general information only and is subject to change. It does not constitute an offer to subscribe for units in the Fund. The information does 
not consider the investment objectives, financial situation, or particular needs of any individual. You should seek advice from your licensed financial adviser and 
read the product disclosure statement (PDS) before making an investment decision. The PDS and target market determination (TMD) for the Fund can be 
obtained for free by visiting our website www.blackwattlepartners.com. The Fund commenced on 8th August 2023. Returns shown for the Fund have been 
calculated using exit prices after taking into account fund ongoing fees and assuming reinvestment of distributions. No allowance has been made for taxation. 
Neither BIP, EQT or their related body corporates guarantee repayment of capital or any particular rate of return. An investment may achieve a lower-than-
expected return and investors risk losing some or all of their principal investment. BIP has obtained information from sources it considers to be reliable but 
does not represent that such information is accurate or complete, or that it should be relied upon. Neither BIP nor EQT make any representations or warranties, 
express or implied, as to the accuracy or completeness of the information it provides and to the maximum extent permitted by law, neither BIP, EQT nor its 
directors, employees or agents accept any liability for any loss caused by using this information. Parts of this document may have been produced or assisted 
by artificial intelligence tools, consistent with the Blackwattle Investment Partners AI Policy. The Zenith Investment Partners (ABN 27 103 132 672, AFS Licence 
226872) (“Zenith”) rating (issued June 2024) referred to in this piece is limited to “General Advice” (s766B Corporations Act 2001) for Wholesale clients only. 
This advice has been prepared without taking into account the objectives, financial situation or needs of any individual, including target markets of financial 
products, where applicable, and is subject to change at any time without prior notice. It is not a specific recommendation to purchase, sell or hold the relevant 
product(s). Investors should seek independent financial advice before making an investment decision and should consider the appropriateness of this advice 
in light of their own objectives, financial situation and needs. Investors should obtain a copy of, and consider the PDS or offer document before making any 
decision and refer to the full Zenith Product Assessment available on the Zenith website. Past performance is not an indication of future performance. Zenith 
usually charges the product issuer, fund manager or related party to conduct Product Assessments. Full details regarding Zenith’s methodology, ratings 
definitions and regulatory compliance are available on our Product Assessments and at Fund Research Regulatory Guidelines. The rating issued September 
2025 is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445 (Lonsec). Ratings are general advice only and have been prepared without 
taking account of your objectives, financial situation or needs. Consider your personal circumstances, read the product disclosure statement, and seek 
independent financial advice before investing. The rating is not a recommendation to purchase, sell or hold any product. Past performance information is not 
indicative of future performance. Ratings are subject to change without notice and Lonsec assumes no obligation to update. Lonsec uses objective criteria 
and receives a fee from the Fund Manager. Visit lonsec.com.au for ratings information and to access the full report. © 2020 Lonsec. All rights reserved.  

Outlook 

After the MOU in the peace process was signed between Iran and the US, the negotiation of the key terms of the nuclear programme was left to be 
discussed at a later date. Although a ceasefire has been declared and extended in the Middle East, the conflict remains uncertain and the two sides 
are still very divided, especially on Iran’s nuclear programme. 

Despite the potential for a resolution, we have yet to see the full impact of the conflict on global growth and inflation. Combined with the implications 
of the Federal Budget, we remain cautious on the outlook. 

We believe the tax changes in the government budget will have far larger implications than the government has acknowledged, and that the knock-
on effects have not been thoroughly assessed. While allowing negative gearing only for new builds may support investment in the short term, the 
resale market may become constrained. When combined with an already inflationary environment, the potential for further rate rises, and lower 
housing prices, the negative wealth effect could further soften the consumer environment. 

As a result, we remain cautious on the Real Estate, Banking, and Consumer Discretionary names, although several high-quality companies are starting 
to appear attractive from a valuation perspective. We believe these headwinds will negatively impact company earnings going forward, and that the 
better-quality companies, with stronger business models, sound balance sheets, and superior management will navigate the environment better than 
their peers. 

Thank you for your ongoing support. 

 

 
Joseph Koh 

 
Elan Miller 
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