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Payout ratios have been increasing to support 
dividends – earnings growth a key for further growth
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Option activity – volatility has declined
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Option activity – interest rates have also declined

Half-Year Meeting Perth 2013



Option activity – seeking to lift coverage
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Percentage of portfolio covered by call options.



How we deal with a rising market – example of a buy 
write strategy for ASX shares
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Major purchases 1 July 2012 to 31 March 2013

Half-Year Meeting Perth 2013



Major sales 1 July 2012 to 31 March 2013
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Other than Hastings sales were as a result of option exercises.

• Commonwealth Bank

• Westpac

• Hastings Diversified Utilities Fund

• ANZ

• Woolworths

• Suncorp

• Wesfarmers

• AMP

• Telstra



Top 20 holdings at 31 March 2013 represent 82.1% of 
the portfolio

* Indicates that options were outstanding against part or all of the holding.

Rank Company $ million % of portfolio
1 BHP Billiton* 82.5 10.4

2 ANZ Banking Group* 58.0 7.3

3 Westpac* 57.4 7.2

4 National Australia Bank* 55.9 7.1

5 Commonwealth Bank* 50.0 6.3

6 Telstra* 49.7 6.3

7 Oil Search* 37.0 4.7

8 Woodside Petroleum* 33.7 4.2

9 Transurban* 22.4 2.8

10 AMP* 22.3 2.8
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Top 20 holdings at 31 March 2013 represent 82.1% of 
the portfolio – continued

(a) Includes $5.3m WESN partially protected securities.
* Indicates that options were outstanding against part or all of the holding.

Rank Company $ million % of portfolio
11 Santos* 21.6 2.7

12 QBE Insurance* 21.0 2.6

13 Brambles* 20.8 2.6

14 Rio Tinto* 20.7 2.6

15 Wesfarmers(a)* 20.1 2.5

16 APA Group* 19.6 2.5

17 Coca-Cola Amatil* 17.2 2.2

18 Origin Energy* 14.4 1.8

19 Sydney Airport* 13.5 1.7

20 AGL Energy* 13.0 1.6
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Income return from deposits has declined – Australian 
shares relatively more attractive
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In a market looking for yield the share price is trading 
at a premium
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Share price premium/discount to net asset backing.



Observations from the reporting season
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• Earnings slightly better than expected.

• Dividends up marginally.

• Reduced costs a key factor.

• Inflexible work practices remains an issue.

• High Australian dollar leading to structural adjustment.

• Earnings outlook subdued.



Outlook
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• Market has responded to improved global sentiment
and lower interest rates.

• Value has become more difficult to find.

• Number of options in the money.

• Buy write activity remains attractive.

• Growth outlook for Australia remains modest.



All ordinaries price index – long term performance
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Long term performance of shares has produced a price return of 6.7% per annum.



Returns in Australia from dividends have been 
important over different cycles

Half-Year Meeting Perth 2013

ASX 200 price and income contribution to total return.




