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Highlights 
 

 

 

 

 

 

 

1. Fund inception Date is 5
th
 October 2021. Performance for periods less than 1 year has not been annualised. 

2. Benchmark is the MSCI World Ex Australia Small Caps Index (with Net Dividends reinvested) in AUD. Source: MSCI 

3. Fund returns shown are Total returns, calculated from unit prices. Returns are presented net of fees. Past performance is no indication of future 

performance  

 

Performance Commentary 
The growth rally that started at the end of June continued throughout July.  After several very weak months, with investors focused 

on several different concerns including inflation, geopolitics and climate change, risk was back on.  The NASDAQ was up a 

whopping 12.4%, S&P500 rallied 9.1%, and Russell 2000 was up 8.8%.  European markets were also up, with FTSE100 +3.5%, 

DAX +5.5%, and CAC +8.9%.  Nikkei 225 was up 5.3%, with the Hang Seng down 7.8%.  At the end of July, the US Federal 

Reserve increased interest rates by 0.75% for the second straight month, and when the June quarter data was released, the US 

economy entered a technical recession.  Brent Crude Oil dropped 10.5%, but still closed above US$102/bbl.  The Australian dollar 

was a little stronger, closing up 1.4% against the US Dollar, up 4.0% against the Euro, and down 0.2% against the Yen. 

Following a weak June, Energy (+11.5%) rebounded to be the strongest performing sector, with Industrials, (+9.8%) and Information 

Technology (+9.2%) also very strong.  Consumer Staples (+2.6%) was strong in June’s falling market, and was the weakest sector 

in July.  Utilities (+4.6%) also struggled to keep up with the market.  Sweden (+13.1%) and Norway (+13.1%) also rebounded after 

a terrible June, with United States (+9.1%) also very strong, while Portugal (-6.5%) and Hong Kong (-5.8%) were very weak.  For a 

second month the MSCI World ex AU Small Cap Value index (+6.1%) underperformed the Growth index (+8.7%).   

For the Fund, sector allocation detracted, with most sectors detracting, except for Energy and Consumer Staples.  Good stock 

selection within Industrials, Consumer Discretionary and Financials provided most of the outperformance.  Country allocation was 

a small contributor, with the underweight to Japan a moderate contributor.  Louisiana-Pacific (+19.6%) bounced back to be the 

biggest stock contributor, followed by Builders FirstSource (+24.8%), Vermillion Energy (+34.1%) and Williams-Sonoma (+28.8%).  

Organon (-7.4%) and Qualys (-4.4%) were the largest detractors, with United Therapeutics (-3.4%) also weak. 

 

Portfolio Facts 

 

As at 31st July 2022 1 Month 3 Month 6 Months 1 Year Since Inception

Blue Orbit Global Small Cap Systematic Alpha Fund 
1

8.01% -0.69% -6.41% -6.71%

Benchmark 
2

7.45% 0.21% -7.81% -10.20%

Excess Return 0.57% -0.90% 1.40% 3.49%

Fund Details

NAV unit price (Mid) $0.9301

Inception date 5th October 2021

Performance benchmark MSCI World ex Australia Small Cap Index (Net Dividends Reinvested) in AUD

Buy/sell spread 0.30%/ -0.30%

APIR ETL2441AU

 Following a weak first half of 2022, July saw global equity markets rally very strongly.  July was a reversal, with the 

strongest sectors and countries in June becoming the weakest in July. 

 The Blue Orbit Global Small Caps Systematic Alpha Fund returned +8.0%, outperforming the Benchmark return of 

+7.5%. 

 The Quality Alpha Signal performed very strongly, outpacing the benchmark by nearly 3%.  Defensive naturally 

underperformed in a strong market.  Over the last few months Trend has become moderately aligned with the 

Defensive Alpha Signal, and also underperformed. 
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Signal Performance 
For the Benchmark, there was little difference in return across P/E quintiles or size quintiles. 

TABLE 1: Signal Returns 

 

 

The Alpha Signal returns shown are for theoretical, paper strategies only. Performance numbers are  

gross returns and calculated in FactSet. Alpha Signal inception date was 31 December 2020 

CHART 1: Global Alpha Signals Excess Returns  

 

The Value Alpha Signal underperformed at the start of the month as the market rallied, and then trended sideways. The overweight 

to Energy was positive, but overall poor stock selection detracted.  Builders FirstSource was a good contributor, while Kohl’s (-19.5%) 

detracted. 

Chart 1 shows Trend Alpha’s performance was very similar to Defensive, even with very different exposures. Trend’s large Energy 

overweight was positive, but poor stock selection in Financials and Industrials accounted for about half of the underperformance.  

The underweight to Sweden detracted, but was offset by the overweight to USA. 

Defensive Alpha Signal’s low beta gave back some of its recent good performance as the market rallied.  Most sectors detracted, 

and also had poor stock selection. The tilt to larger stocks was a small positive. 

Quality Alpha had a consistently good month, outperforming on most days.  Quality’s overweight to Industrials was positive, as was 

the underweight to Consumer Staples.  Most of the performance came from good stock selection within Industrials and Consumer 

Discretionary. Good stock contributors include Williams-Sonoma and Builders FirstSource, while Kohl’s detracted.

The Fund outperformed the Diversified Signal in July.  Slightly tighter active weight limits in Consumer Staples was a positive 

contributor. The Fund has active weight controls on sector limits as part of the risk management process within portfolio construction. 

Active exposures at the Signal level can be higher than in the Fund. 

The global backdrop of uncertainty remains to a certain degree, however, there appears to be some increase in sentiment as 

investors see that central banks are proactively attempting to control inflation in a measured way. Businesses are also starting to 

unlock some of the supply chain bottlenecks, and governments around the world are looking at ways to support their economies. 

Value has been very strong this year, however this month it has been all about Quality. Whether the increase in sentiment is temporary 

or medium-term, we believe that maintaining a well-diversified style exposure will continue to be important. 

  

Alpha Signal Returns 

(AUD)

1 Month 

Return

1 Month 

Excess

1 Year

Return

1 Year

Excess

Benchmark 7.45% -9.81%

Defensive Alpha Signal 4.54% -2.91% -2.73% 7.08%

Quality Alpha Signal 10.31% 2.87% -8.17% 1.64%

Trend Alpha Signal 3.88% -3.57% -8.83% 0.98%

Value Alpha Signal 6.44% -1.01% -0.09% 9.72%

Diversified Alpha Signal 5.97% -1.48% -4.93% 4.88%
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Strategy Characteristics  
The strategy aims to hold 250-350 names, is Benchmark aware with a tracking error range of 4-6%, with active weight controls 

applied to stocks, sectors and countries. 

 

 

       

 

Disclaimer 

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the Blue Orbit G lobal Small Cap Systematic Alpha 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 report has been prepared by Blue Orbit Asset Management Pty Ltd (“Blue Orbit”), to provide you with general information only. In preparing this report, 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 Blue Orbit, 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. 

The Fund’s Target Market Determination is available here https://www.eqt.com.au/insto A Target Market Determination is a document which is required to be made available 

from 5 October 2021. It describes who this financial product is likely to be appropriate for (i.e. the target market), and any conditions around how the product can be 

distributed to investors. It also describes the events or circumstances where the Target Market Determination for this financial product may need to be reviewed. 

This report 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.  

While every effort has been made to ensure accuracy at the time of compilation, Blue Orbit makes no warranties or representations as to the accuracy, completeness or 

reliability of this information, nor that it is free from error. You should read the information memorandum or other offer document for the Fund and consider whether an 

investment is appropriate for you. Alpha Signal returns 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 and past performance is not an indication of future returns.  Any forward looking statements in this 

report are based upon Blue Orbit’s current views and assumptions and involve known and unknown risks and uncertainties, many of which are beyond Blue Orbit’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 undertakes no obligation to update any forward-looking statements to reflect events 

or circumstances after the date of this report. For more information please visit www.blueorbitam.com   

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a 

component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to make (or 

refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any 

future performance analysis, forecast or prediction. The MSCI information is provided on an "as is" basis and the user of this information assumes the entire risk of any use 

made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the 

"MSCI Parties') expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, 

merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability 

for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. (www.msci.com). 

Characterist ics Portfolio Benchmark Top 10 Holdings Portfolio Benchmark Active

Number of securities 281 4340 Louisiana-Pacific Corporation 1.54% 0.08% 1.46%

Market Capitalization 7,874 5,726 Reliance Steel & Aluminum Co. 1.44% 0.17% 1.27%

Active Share 86.3 0.0 Atkore Inc 1.31% 0.06% 1.24%

Dividend Yield 2.1 1.9 Builders FirstSource, Inc. 1.18% 0.19% 0.99%

Price/Earnings 8.1 11.9 Carlisle Companies Incorporated 1.12% 0.22% 0.89%

P/E using FY1 Est 8.7 12.4 Huntsman Corporation 1.10% 0.08% 1.02%

Price/Cash Flow 6.1 8.3 United Therapeutics Corporation 1.01% 0.15% 0.85%

Price/Book 1.9 1.7 Credit Acceptance Corporation 0.98% 0.06% 0.92%

ROA 12.8 4.9 Organon & Co. 0.95% 0.12% 0.83%

ROE 28.1 11.5 Gaztransport & Technigaz SA 0.95% 0.05% 0.90%

LT Debt to Capital 36.0 35.9

https://www.eqt.com.au/insto
http://www.blueorbitam.com/
http://www.msci.com/

