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Disclaimer

This presentation has been prepared for the general information of clients and professional associates of Blue Orbit Asset Management Pty. Ltd., ABN: 74 623 

916 816 | AFSL: 513710 (Blue Orbit AM).  This presentation has been prepared for use by wholesale clients only (within the meaning of the Corporations Act 

2001 (Cth) and no other persons.

Information presented in this document is general information only, and is not intended to constitute personal advice or recommendations. This information has 

not taken into account your investment objectives, financial situation or needs.  We strongly recommend that you seek your own professional financial and 

legal advice prior to any investment decision. While every effort has been made to ensure accuracy at the time of compilation, Blue Orbit AM makes no 

warranties or representations as to the accuracy, completeness or reliability of this information, nor that it is free from error. Unless otherwise stated, all returns 

shown in this presentation are simulated returns, and do not represent actual returns that an investor received. Neither Blue Orbit AM nor any other party 

guarantees any income or capital return from an investment. 

Past performance is not an indication of future returns.  Any forward looking statements in this presentation are based upon Blue Orbit AM’s current views and 

assumptions and involve known and unknown risks and uncertainties, many of which are beyond Blue Orbit AM’s control and could cause actual results, 

performance or events to differ materially from those expressed or implied.  These forward looking statements are not guarantees or representations of future 

performance and should not be relied upon as such. Blue Orbit AM undertakes no obligation to update any forward looking statements to reflect events or 

circumstances after the date of this presentation.

For more information, please contact:

Julie Andrews

Head of Distribution

Blue Orbit Asset Management

+61 408 518 553

julie.andrews@blueorbitam.com

www.blueorbitam.com
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Who is Blue Orbit?

→ Blue Orbit was named 

after its founder 

Adam’s background in 

aerospace engineering 

and Australian based 

satellite launch 

projects. 

→ This foundation in data, 

mathematics and 

robust engineering-

grade quantitative 

modelling underlies 

everything that we do 

at Blue Orbit.

→ We focus on the 

smaller and more 

inefficient segments of 

the equities markets to 

deploy our proprietary 

quantitative process, to 

generate high levels of 

outperformance in a 

consistent, risk 

controlled manner.

→ Blue Orbit looks to take 

our years of experience 

in building and 

managing high-

performing quantitative 

strategies for 

institutions, to create a 

highly aligned business 

model focused on client 

outcomes. 

→ Our business is 

majority owned by its 

founders, and is 

supported by the 

capital backing of our 

cornerstone investor 

Costa Asset 

Management.

→ Blue Orbit Asset 

Management was 

founded in 2018 by 

Adam Randall, Megan 

Talmage, Julie 

Andrews and Damien 

Green.  

→ Blue Orbit is a 

quantitative equities 

manager, applying a 

systematic and data 

based approach to 

investing.
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What does Blue Orbit do differently?

→ Our boutique model and focus on fewer, deeper client relationships allows us to offer customisation and work with institutional 

clients to develop solutions, not products. Our quantitative approach and data expertise allow us to easily customise our core 

approach to meet specific client needs.

→ Integrated, collaborative team approach- we look to avoid silos in our business. Our portfolio management team works across 

the research, portfolio management and trading functions. This ensures our research effort is targeted and implementable, and

informed from real world observations of trading and live portfolio management.

→ We fully integrate ESG into our business- this is driven by our values, and we look to apply this lens not only into our investment

strategies, but equally to the Blue Orbit business.

→ Our investment approach is not tied to any single style or factor – the portfolio is designed to use multiple, diversified sources of 

alpha.  We aim to outperform in most market conditions, providing consistent alpha generation.

→ The alpha signals we use are specifically designed for each market.  The S&P/ASX Small Ordinaries, for example, has a very 

different composition to the S&P500 or MSCI World, with markedly different investor behaviours.
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Our team

Adam is a portfolio manager and is responsible for 

all aspects of portfolio construction, investment 

research and continuous improvement.  Adam is 

also responsible for the management of the 

business. 

Adam has a Ph.D. in Aerospace Engineering, and 

spent 6 years at Boeing in aerodynamics and flight 

simulation.

Adam has strong experience researching, 

developing and managing systematic and 

quantitative equity strategies at VFMC, Realindex

and IFM Investors.  This experience covers 

Australian small and large caps, global developed 

and emerging markets.  Adam has been managing 

Australian Small Caps strategies since 2007. 

CEO & Portfolio Manager 

Adam Randall

B.Eng. (Aero), Ph.D.

Megan is a portfolio manager, and is responsible for 

portfolio construction and implementation, trade 

execution and analysis, and research.  

Megan is a CFA Charterholder and CIPM Certificant.

Megan was previously an institutional equities trader 

specialising in small and micro cap Australian 

equities trading at Patersons Securities. At IOOF 

QuantPlus, Megan managed Australian, global 

developed and emerging markets factor based 

strategies, together with an FX hedging overlay.  

In 2014, Megan moved to IFM Investors to oversee 

the setup of the new Global Equities capability. She 

was the primary portfolio manager and trader for the 

global optimised index strategies, and co-managed 

the Australian Small Caps portfolio.

Director & Portfolio Manager

Megan Talmage

LLB, B.Comm., CFA

Julie is responsible for all client engagement, 

strategy, marketing and distribution.  Julie was 

formerly Director, Equities at IFM Investors from 

2014- 2016.  

Previous roles include Head of Institutional Equities 

at Vanguard Australia (2013), and Australian Director 

for FTSE (2007-2013), where she established and 

developed the bu7siness in AU/NZ. Julie also 

established the Asia Pacific business as Director for 

Starmine, a global equity research analytics firm from 

2003-2007.

Julie is a member of the Australian Institute of 

Company Directors and FINSIA, in Applied Finance 

and Investment Management. More recently, Julie 

was named Chairperson of Youth and Family 

Connect and is Founding Board Member of Financial 

Executive Women.

Director & Head of Institutional

Julie Andrews

B.Sc-Psych.
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Our team

Lewis brings over 30 years of financial services 
experience. He has held a variety of senior roles. 
Most recently he spent 5 years at Prodigy 
Investment Partners where he was a founding 
director and COO building a multi boutique fund 
manager. Previous to this he spent 11 years at 
Perennial Investment Partners (2003 to 2014), 
including Chief Operating Officer and Chief 
Executive Officer. Lewis spent 17 years with County 
Investment Management (later becoming 
INVESCO).

Lewis has held senior positions in operations, funds 
management, and various other teams. . Lewis is 
also Non-Executive Chair of the Qualitas Securities 
Trustee Board, and, passionate about community 
involvement, currently Chair of the South Metro 
Junior Football League (SMJFL) having been on the 
Board for 6 years.

COO

Lewis Bearman 

CPA

Matthew is an Assistant Portfolio Manager, 
responsible for assisting in all aspects of the 
investment process, including portfolio construction, 
investment research, trade execution and 
performance analysis.

Matthew holds a Ph.D. in Computational Social 
Science (CSS) and is a CFA Charterholder. While 
completing his Ph.D. Matthew published various 
peer-reviewed journal articles researching the 
relevance of networks and feedback mechanisms in 
financial markets. Prior to his studies, and joining 
Blue Orbit, Matthew was an investment analyst at 
Equity Trustees (EQT) where he covered various 
sectors in the ASX200 and international equity 
funds. Preceding these roles Matthew performed 
corporate development activities at EQT and sales 
analytical and planning activities in the Australian 
automotive industry.

Matt joined Blue Orbit Asset Management in January 
2020.

Assistant Portfolio Manager

Matthew Oldham

Ph.D., CFA

Cindy is an Operations and Compliance Manager, 
and is responsible for all operations and compliance 
monitoring as well as client reporting and portfolio 
performance and attribution.  Cindy was previously a 
Performance Reporting Analyst for 6 years at 
Victorian Funds Management Corporation and NAB 
Custody. Cindy also has 7 years work experience 
across different areas in operations – corporate 
actions, unit registry, reconciliation and trade 
settlement during her employment at Omega Global 
Investors and Vanguard Australia.

Cindy has assisted in several projects within the 
Performance team such as transition service provider 
from NAB Custody to StateStreet at VFMC, system 
migration to Eagle at NAB Custody, and managed an 
in-house database system project for the Operations 
team at Omega.  Recently, Cindy completed her 
Master of Property at RMIT, pursuing her interest in 
the Property sector. Cindy joined Blue Orbit Asset 
Management in September 2019.

Operations and Compliance Manager

Cindy Chiang

MProp, MECom.
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Our Board

Damien is a non-executive member of the board and 
is the current chairman.  As chairman he is 
responsible for governance and business strategy

Damien has previously held roles as the head of 
Morgan Stanley Investment Management in 
Australia, head of Institutional Clients at BT 
Investment Management and Rothschild Australia 
Asset Management.

He is currently the head of Australia and Asia at 
Independent Franchise Partners, LLP and serves on 
the Australia Committee of Human Rights Watch.

Non-Executive Chairman

Damien Green 

B.A., MBA

Liza is Chief Executive Officer of Costa Asset 
Management and has been leading CAM since 
2011. Previously she held a senior management role 
with the Costa Group having begun working with the 
Costa family in 2002. 

Her experience includes investment strategy, 
financial management, accounting and finance. Liza 
is a member of CPA Australia, holds a Bachelor of 
Commerce degree and has a Graduate Certificate in 
Accounting. 

Liza is also the Chair of goFARM Asset 
Management, the manager of ASX listed 
Vitalharvest (VTH). 

Non-Executive Director

Liza Whitmore

B. Com

Elizabeth was most recently Head of Investment 
Legal and Governance at CBUS, where she 
oversees legal and governance aspects of Cbus’ 
$50Bn direct and indirect investments across multiple 
asset classes and provides expert advice to 
management, Executives and Directors.  

Previously she has held roles as General Counsel 
and Company Secretary at River and Mercantile plc 
in London, Vice-President at Morgan Stanley 
Investment Management and Merrill Lynch in 
London.

Non-Executive Director

Elizabeth Weston

B.Com., B.Law., M.Law., MBA
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Investment philosophy

Build transparent, intuitive 

strategies that address known 

market anomalies

Align ourselves with clients 

throughout all parts of

the business

Draw on our deep 

understanding of how 

markets work

Continuously improve all 

systematic models –question 

the data and assumptions
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Our approach to the market

→ Inefficient, smaller capitalisation segments of the market are the key target for our quantitative investment process. 

→ These markets are less mature, and characterised by a higher proportion of growth stocks. There are generally higher levels of 

retail participation, poorer analyst research coverage, lower liquidity, price inefficiencies and high uncertainty around valuation. 

→ We research and test within each target market universe to create a set of proprietary alpha signals unique to that market 

segment. By combining these various signals, we are able to create a diversified, alpha focused portfolio designed to 

outperform consistently in a majority of market environments.

→ We design the portfolio for consistency of outperformance, to add value in most market environments.  Implementing a set of 

diversified, well-designed alpha signals, we find that it is not often that all four diverse alpha signals outperform in a given

month, but only rarely would all four underperform.
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Investment Framework

Investment Universe

Multiple Alpha Signals

Diversified Alpha Signal

Systematic Alpha Portfolio

Short Term

Alpha Signals

Quantitative 

Optimisation
Risk

Controls

Blue Orbit uses a consistent investment framework for constructing portfolios across all products 
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Australian Small Caps 
Systematic Alpha Strategy



Diversified Alpha Signal - Construction

Quality Alpha

Cash flow quality, based on 

Free Cash Flow efficiency, 

generally outperforms in up-

markets.  Changes semi-

annually per stock.

Defensive Alpha

Focus on total franked 

dividends.  Quality, large cap, 

generally outperforms in down-

markets, but can run

in up-markets.

Trend Alpha

12 month Momentum with 

volatility adjustments.  

Generally outperforms when 

the market is behaving similarly 

to recent months

Value Alpha

Combines Cash Flow Yield, 

EBITDA/EV, 3 month trend.  

Runs hard during Value 

rallies, neutral otherwise.

Within the Australian Small Caps universe, we have 

developed four Alpha Signals within the Systematic 

strategy.

These signals have low to negative correlations, and are 

designed to outperform in different market 

environments.

Quality Alpha Trend AlphaDefensive Alpha Value Alpha

Investment Universe – Small Ordinaries +

Diversified Alpha Signal
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Systematic Portfolio Construction

The underlying alpha signals are combined into our 

Diversified Alpha Portfolio. 

This generally holds 160-180 stocks, can achieve 4.5% 

alpha p.a., has moderate turnover.

Quality Alpha Trend AlphaDefensive Alpha Value Alpha

Investment Universe – Small Ordinaries +

Diversified Alpha Signal

Earnings Quality
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Torpedoes

Div runup, 45 day rule

Mean-Variance 

Optimisation

In the optimisation, we look to maximise alpha from the 

Diversified and short term signals, trading off tracking error 

and transaction costs.

Sector and active stock weights are limited relative to the 

benchmark.

The final Systematic Portfolio generally holds 80-100 stocks, 

and targets 7-8% alpha p.a. in excess of its Benchmark. 

13



Short Term Alpha Signals 

Torpedoes

Combines several signals to identify stocks at high risk of share price collapse

→ Short Interest, short term momentum, volatility, leverage, default risk among the factors considered

→ Usually only impacts a few stocks

→ Avoid stocks with poor short term indicators

Diversified Signal Overweights

→ Three independent, uncorrelated signals are used to create the Diversified signal.

→ Stocks that are overweight in multiple alpha signals are given an upweight- high conviction signal

Earnings Quality and Change in Earnings Quality

→ Score all stocks on 7-9 quality factors and change in quality factors (modified Piotroski)

→ Reward mid to high quality where quality is increasing

→ Sector specific adjustments are made– eg Financials

Other Enhancements

→ Active weight limits on stocks, sectors, Gold sub-industry

→ Limits placed on trading in the model, due to available market liquidity

→ Aware of dividend run-up and 45 day rule

→ Structure the portfolio to have low turnover

→ Slowly exit stocks that have entered the S&P/ASX100

→ Transaction cost modelling for individual stocks included in the optimisation process
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Optimisation as a tool, not a ‘black box’

Portfolio rebalancing process

→ Generally fully rebalance the portfolio 

each quarter: each rebalance can have 

several sub-rebalances

→ Allows for S&P/ASX100 index changes 

each quarter, and captures the timing of 

earnings releases in the Australian 

market

Impact of optimisation process
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Inputs: Diversified Alpha Signal + Active Weights 

Transparent optimisation process

→ Blue Orbit uses MatLab’s optimisation 

toolbox, rather than using a standard off 

the shelf optimiser (MSCI Barra etc). 

→ This allows us the flexibility to highly 

customise our constraints and 

requirements, and ensure that the entire 

process is transparent - not a black box.  

→ The final weight of any stock in the 

Systematic Portfolio should always be 

related back to its weight in the 

underlying alpha signals. 

→ We then use Axioma’s risk models as a 

check.  We use different risk models for 

portfolio construction and risk analysis.
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Execution and implementation 

→ Within an illiquid market segment, implementation and execution is key to prevent alpha leakage.

→ We have built a sophisticated proprietary transaction cost model into our Optimisation itself, to estimate market impact costs for 

the Australian small caps universe. This ensures that we are factoring in transaction costs at the portfolio construction stage.

→ Our quantitative approach means we do not consume broker research- leading to a much lower, execution only brokerage rate. 

We have a select panel of specialist brokers for high quality execution and access to capital raising transactions on the stocks

within our universe.

→ Our staff’s sell side expertise in institutional trading in highly illiquid Australian small and micro cap securities allows us to 

expertly manage our execution strategies to minimise market impacts and costs.
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Live Fund performance

Blue Orbit Australian Small Cap Systematic Alpha Fund (Wholesale)

Live Performance to 31st July 2020

.

1. Returns shown are Net of Fees. Returns shown for the Lead 

Series (October 2019).

2. Inception Date is 11 October 2019.

3. Benchmark is the S&P/ASX Small Ordinaries Accumulation Index.

As at 31 July 2020 1 month 3 month FYTD 1 Year Since inception

Blue Orbit Australian Small Cap 

Systematic Alpha Fund
2.79% 13.49% 2.79% -13.02%

Benchmark 1.39% 9.94% 1.39% -6.15%

Excess Return 1.40% 3.55% 1.40% -6.87%

Source: FactSet, Axioma
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Alpha Signal Performance - July

Alpha Signals July Excess Return

→ Performance of the Systematic Strategy can clearly be 

related back to the performance of the underlying Alpha 

Signals.

→ We report and provide full attribution on underlying signal 

performance to clients in monthly reports 

→ Full transparency to clients on why the fund has out or 

underperformed its Benchmark.
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Fund Positioning – 31st July 2020

Five Largest Overweight Positions

Security Portfolio Benchmark Active

Super Retail Group Limited 2.86% 0.72% 2.14%

Pro Medicus Limited 2.60% 0.52% 2.08%

Janus Henderson Group 2.40% 0.59% 1.80%

Netwealth Group Ltd. 2.25% 0.53% 1.72%

Codan Limited 2.20% 0.51% 1.69%

Five Largest Underweight Positions

Security Portfolio Benchmark Active

Perseus Mining Limited 0.00% 0.93% -0.93%

Vocus Group Limited 0.00% 0.93% -0.93%

IRESS Limited 0.00% 0.94% -0.94%

IDP Education Ltd 0.16% 1.15% -0.99%

Steadfast Group Limited 0.46% 1.50% -1.04%

Characteristics Portfolio Benchmark

Number of securities 117 200

Market Capitalization 2,649 2,248

Active Share 40.4 0.0

Dividend Yield 3.5 3.4

Price/Earnings 16.5 15.5

P/E using FY1 Est 17.4 18.2

Price/Cash Flow 11.7 10.5

Price/Book 1.9 1.6

ROE 16.7 10.3

LT Debt to Capital 19.4 20.9

GIC Sector Breakdown

Source: FactSet, Axioma.
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Research agenda

Transaction Cost Model
→ Includes bid-ask spread, intra-day price volatility, liquidity, brokerage 
→ Incorporated into the optimisation cost function
→ Immediate impact on reducing annual one-way turnover by 10-20%.  

Small impact on alpha and tracking error. 

Diversified Signal Overweights
→ Three independent, uncorrelated signals
→ Stocks that are overweight in two or three alpha signals are 

upweighted

Optimisation Envelopes
→ Controls the optimisation space
→ Improves the Transfer Coefficient

Value Alpha Signal 
→ Creation of a fourth, uncorrelated signal, Value Alpha.
→ Over long periods naïve value strategies do not work consistently in 

Australian Small Caps.  It can be very powerful when it does work.
→ Uses operating cash flow yield, EBITDA yield, price timing
→ Implemented early 2020 as an Alpha Signal, with model uploaded to 

FactSet at each rebalance.
→ Also investigating a Value timing signal to identify when to turn it on –

and what to turn down/off

Recently completed Current research

Alpha Signals - Continuous Improvement 

→ Defensive Alpha – adding stock level defensive overlay

→ Trend Alpha – impact of signal decay

→ Outperform during recession or market crash

→ Rocket finder – 2 good ideas already, 1 being tested

Global Small Caps 

→ All Alpha Signals

→ 4,500 stock universe provides further detail in signal behaviour.  

Research can then be tested in Australian Small Caps

20



Appendices 



Operational Overview

Know Compliance 

→ AFSL application

→ Development of risk and compliance 

framework

→ Outsourced compliance monitoring

→ Risk registers

→ Policy development and review

Matrix Solutions IT

→ IT hardware, infrastructure, 

→ Backups, BCP, cybersecurity, 24/7 support

→ Secure cloud hosting of servers

Link Funds Services

←Investment Operations- back and middle 

office services

←Fund Administration and Fund Accounting

←Custody and Reconciliations

←Performance and Reporting

Professional Services

←AFSL audit

←GS007 Audit

←Fund Taxation and audit services

Specialist network of outsourced service 

providers provide operational support 

services to the business.

Partnering with experienced, established 

players in the boutique fund manager 

space.

Have engaged an experienced operational 

consultant to review operational setups to 

ensure they are institutional grade.
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Appendix A: Paper Portfolio Returns –
Australian Small Caps Systematic Alpha

Performance to 31st October, 2019 1 Month FYTD 1 Year 2 Years Inception 

(p.a.)

Blue Orbit ASX Small Systematic (paper)
-0.57% 0.41% 14.50% 10.60% 13.26%

S&P/ASX Small Ordinaries -0.50% 2.60% 14.41% 8.34% 11.28%

Excess Return (Alpha added) -0.07% -2.19% 0.09% 2.26% 1.98%

→ Source – Blue Orbit

→ All returns calculated using FactSet.

→ Returns do not include transaction costs, which are 

estimated to be < 0.4% per annum over this period.

→ Inception date 31/08/2017  

→ Portfolio rebalanced quarterly

Out of Sample – Paper Portfolio Returns

→ Active stock weight limit of 3%

→ Sector active weight limit of 5%

→ Stock benchmark multiple limit of 5 times

→ Company ownership limit of 4%

→ Portfolio size of $1Bn at 30/06/2017 (at capacity)

→ Trading participation limit of 5%, based upon minimum of 

latest month and quarter ADV

Outperformed for 16/26 months
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