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Investment Profile 

Investment Objective 

The objective of the Armytage Australian Equity Income Fund is 
to provide investors with a consistent, tax-efficient and growing 
cash dividend yield, and long-term capital growth from a con-
centrated portfolio of blue-chip Australian shares.  

Enhanced Income 

The fund targets above market income by combining high yield-
ing equities with an exchange traded option exposure.  The ob-
jective is to provide investors with a dividend yield that is at 
least 2.5% above the S&P/ASX 100 Accumulation Index.  

Lower Volatility 

The Fund aims to deliver a return superior to that of the market 
over periods of five years or longer, while at the same time 
seeks to minimise the risk of investment capital loss by targeting 
below market Fund volatility. 
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Portfolio Structure 

Top 10 Holdings 

 

Industry Allocation (Effective Exposure) 

 

Fund Commentary 
 The S&P/ASX 100 Accumulation witnessed a dramatic lift in January 

after a negative December and calendar year 2011.  The Index ral-
lied strongly along with the Fund.  

 Solid performances were delivered from the mining sector with the 
big houses all posting solid returns. FMG (+18%), RIO (+15%), NCM 
(+14%), BHP (+9%).  The portfolio’s overweight positions in Rio and 
NCM drove performance.  

 Our asset allocation strategy has performed well for the fund, year 
to date. Three of our sector positions, overweight consumer staples, 
underweight industrials and a high cash position led to marginal 
underperformance vs. the market in January, however, they have 
contributed to driving our outperformance over the last 6-12 
months.  

 The option return in January was weaker due to lighter flows, volatil-
ity and a short month. As a percentage value the strategy added 
0.25% of additional income. Our return generated from our strategy 
remains considerably above historical levels for this financial year.  

Key Portfolio Features  

Responsible Entity Equity Trustees Ltd  

Custody/Admin Linear Asset Management 

Investment Style Relative-value, income enhanced 

Benchmark S&P/ASX 100 Accumulation Index  

Authorised  
Investments  

 S&P/ASX 100 companies 
 Single stock ASX traded options 

Inception Date 6 August 2007 

  

Number of stocks 20-35 

Cash Allocation 0-30% 

Time Horizon At least 5 years 

Net Return %  1m 3m 1yr 3yrs pa Incept. 

Armytage  4.06% -0.38% -5.31% 6.92% -8.52% 

S&P/ASX100 Accum 4.88% 0.13% -5.75% 10.93% -10.65% 

Difference -0.82% -0.51% +0.44% -4.01% +2.13% 

      

Approximate Gross Yield: 8.5% 

Portfolio Yield  FY09 FY10 FY11 

Distribution 5.5c 4.3c 6.4c 

Net Yield 6.3% 6.1% 8.7% 

Gross Yield 7.5% 7.3% 11.0% 

No. Company Name ASX Code 

1 BHP BILLITON  BHP 

2 COMMONWEALTH BANK OF AUSTRALIA CBA 

3 ANZ BANK  ANZ 

4 WESTPAC BANKING CORPORATION WBC 

5 NATIONAL AUSTRALIA BANK NAB 

6 RIO TINTO RIO 

7 TELSTRA CORPORATION TLS 

8 WESFARMERS WES 

9 NEWCREST MINING NCM 

10 TREASURY WINE ESTATES TWE 

GICS Sector Fund Index +/- 

Consumer Discretionary 3.7% 2.9% +0.8% 

Information Technology 0.0% 0.4% -0.4% 

Consumer Staples 15.7% 8.4% +7.3% 

Energy 3.0% 7.0% -4.0% 

Health Care 2.2% 3.4% -1.2% 

Utilities 2.3% 1.3% +1.0% 

Telecommunication Services 4.5% 4.5% 0.0% 

Financials 35.3% 40.5% -4.8% 

Materials 23.6% 25.2% -1.6% 

Industrials 3.5% 6.2% -2.7% 

Total 100.0% 100.0% 0.0% 

Armytage Australian Equity Income Fund (formerly the Armytage Enhanced Leaders Fund) 

The Portfolio is designed for investors who… 

 Seek an above average yield with long term capital growth 

 Expect consistent returns at below market volatility 

 Have a long term investment horizon of at least five years 



Investment Approach 

A Four Stage Investment Process  

Intensive bottom-up research is the cornerstone of the entire proc-
ess, supplemented by top-down economic and thematic views.  The 
process is disciplined and consistently applied, using a number of 
proprietary qualitative and quantitative techniques to ensure that 
targeted companies have been thoroughly scrutinised.  

The aim is to uncover undervalued businesses.  The companies that 
Armytage typically invests in are those with strong and reliable 
management, good profit and dividend growth expectations, rea-
sonably predictable future profits and cash flows, and a very clear 
business model.          

Stage 1:  Defining the Investment Universe (Screening) 

The first stage of the process is to narrow the number of stocks in 
the investment universe by applying a number of screens. This ap-
proach systematically eliminates companies that do not meet cer-
tain minimum standards, allowing the Investment team to focus 
more intensely on companies of potential interest. 

Stage 2:  Bottom-up Fundamental Company Research 

Armytage’s research programme is focused on understanding the 
key drivers of business performance and returns, namely people, 
operations, products and services, and market dynamics. 

For companies remaining in the Investment Universe, Armytage 
undertakes a detailed assessment of executive management, inter-
views competitors and suppliers, reviews financials, and forms a 
clear view on the outlook for the company’s industry.  

Stage 3:  Portfolio Construction 

Risk management and capital preservation are key themes underly-
ing the portfolio construction framework.  With a focus on actively 
managing down-side portfolio risk for investors, Armytage con-
structs an efficiently diversified portfolio of high quality, underval-
ued companies, and invests for the long term (typically 3 to 5 years) 
in an effort to maximise after-tax returns.  

Stage 4:  Income Enhancement (ETO Overlay) 

After the portfolio of stocks has been selected, we then utilise Ex-
change Traded Options (ETOs) to enhance the portfolio’s overall 
yield and reduce volatility relative to the market as part of the 
fund’s active investment strategy. This provides a stable platform 
for the delivery of strong and consistent distribution payments to 
investors.  Importantly, ETOs are not used to gear the Fund, but 
rather to enhance the portfolios ability to generate above market 
income through a conservative buy/write, sell/put strategy where 
all positions are cash or asset backed. 

 

 

 

About the Manager 

Armytage Private is a boutique investment specialist majority 
owned by members of its investment team and key executives. 
Founded in 1997, Armytage is a pioneer in Australia’s invest-
ment industry, offering a suite of actively managed IMAs, SMAs 
and managed funds.  

Armytage is a Value manager with a fundamental investment 
approach  designed to identify quality businesses trading at a 
considerable discount to valuation.  The process is guided by 
three fundamental beliefs: 

 Markets are not perfectly efficient and the true value of a 
business is not always reflected in its share price; 

 Undervalued companies can be identified through detailed 
and intensive research; and 

 Capital preservation is critical to wealth creation.   

The Investment Team 

Campbell McComb B.Econ, FFIN     
Portfolio Manager, Armytage Managed Funds 

Campbell is the lead portfolio manager for the Armytage Funds. 
He is supported by a dedicated and highly experienced team of 
investment professionals each with an average  14 years invest-
ment experience. Campbell has developed his extensive invest-
ment management and research skills over the past 15 years, 
working both in Australia and the United Kingdom. He started 
his career with a smaller companies focus at Providence Funds 
Management Ltd. He then gained international experience as an 
investment manager in the asset management division of Greig 
Middleton Ltd, now a subsidiary of Barclays Plc. 

Andrew Stanley BEc, LLB, ACA, FFin, MA AppFin   

Portfolio Manager, Analyst  

Lee IaFraté B.Bus, FCPA, FFIN    Portfolio Manager, Analyst  

Roger Walling BOptom, MBB    Portfolio Manager, Analyst  

Bradley King B.Bus (EcoFin), AFIN    Investment Analyst 

Peter Rudd BSc, MBA, SF Fin, MESAA  Min & Resources Consultant 

For Further Information 

Financial advisers seeking additional information can contact: 

 03 9639 8709        
 backoffice@armytage.com.au 
 www.armytage.com.au 

This report provides general information only and does not take into account the investment objectives, financial circumstances or needs of any person. To the maximum extent permitted by law, Armytage 
Private, its directors and employees accept no liability for any loss or damage incurred as a result of any action taken or not taken on the basis of the information contained in the report or any omissions or 
errors within it.  Equity Trustees Limited (Australian Financial Services License No. 240975) is the issuer of the Armytage Australian Equity Income Fund. Applications can only be made on the form in the 
current product disclosure statement (“PDS”) dated 1 July 2011 or through IDPS products that include this Fund. The PDS can be obtained by contacting Armytage or on www.armytage.com.au .  Potential 
investors should consider the PDS before deciding whether to invest, or continue to  invest, in the product.  It is advisable that you obtain professional independent financial, legal and taxation advice before 
making any financial investment decision.  Armytage does not guarantee the repayment of capital, the payment of income, or the performance of its investments. Performance presented is net of investment 

management fees, administration fees and  transaction costs. Quoted performance is annualised for periods of 1 year or greater.  Armytage private Ltd ACN  079 960 419 

^Van Eyk Disclaimer:  Van Eyk Research Pty Ltd (ABN 99 010 664 632 AFSL 237917) (van Eyk) rates investment management capabilities rather than individual products. This rating is valid as at August 
2011 but can change or cease at anytime and should not be relied upon without referring to the meaning of the rating, as well as the full manager report, available to subscribers at www.iRate.vaneyk.com.au. 
Past performance information given in this document is given for illustrative purposes only and should not be relied upon as it is not an indication of future performance. van Eyk has not directed the publica-
tion of Armytage’s rating. The rating is not intended to influence you and your client’s investment decision in relation to any products managed by Armytage and does not take into account your client’s individ-
ual financial situation, needs or objectives. We recommend that you and your client do not rely on this rating in making an investment decision and instead you seek advice from an appropriate investment 

adviser and read the product disclosure statement before making such a decision. Morningstar Disclaimer:  Morningstar Star Rating current as at August 2011. 


