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Investment Manager’s Presentation 

 

MEC’s investment manager, Morphic Asset Management Limited, will provide an update on the Fund 

via a webinar on Wednesday 29 April 2020 at 11am AEST. Enclosed is the presentation for the 

upcoming webinar.  

During the webinar Portfolio Manager, Chad Slater, will:  

- Provide an update on performance for Q1 2020; 

- Discuss key portfolio positions; and 

- Detail his outlook for markets during Q2 2020, and beyond. 

 

Investors can register for the webinar at the following link: 

 

 

Please contact MEC’s Investor Relations team on 02 9021 7701, if you require more information 

about this announcement.  

  

 

 

 

Register  

https://primetime.bluejeans.com/a2m/register/bdbtgwfd
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Philosophy: Markets misprice change

“Change creates opportunity” is 

central to Morphic’s momentum-

focussed investment philosophy.

Illustration of a typical Morphic investment by stage of the change cycle

Catalyst for 
change

Early 
adopters recognise 

change

Changes now widely 
recognised

Change ending

Internal screens 
flag opportunity

Reduce and exit 
position through stop 

losses

Detailed research

Buy
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We define Responsible Investing as a holistic approach that aims to incorporate all stakeholders’ views 

to better manage risk and achieve sustainable long term returns.

Morphic’s Responsible Investing style

Traditional
Ethical Investing

Impact Investing
Thematic “Sustainable” 

Investing

Environment Social 
Governance (ESG) 

Investing
Philanthropy

100% of the 
portfolio

Favour –
subject to 
valuation

Engagement 
and 

shorting

100% of the 
portfolio

2.5% of 
management 
fees donated 
to charities
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Reflections on the Quarter

 March saw the most consecutive 
4% move days since 1928

 5 Day Volatility was up with the 
Great Depression levels of 
moves.

 But remember markets have 
seen 2 world wars and a great 
Depression. History can be some 
guide.

 Markets did the moves of the 1st 
year of GFC falls in.. 3 weeks

 The size of the rally (+25%) is 
inline with the …1930’s. Hmm. 

 After the rally markets are 
behaving more “normal” – a 
holding pattern. 

 Behavior of regions largely played 
out inline with the “riskiness” of 
regions

 Emerging markets the worst, USA 
better

 Japan was the oddity given its 
large exporting sector

But the speed was different this timeMarch was “one of the biggies” Some stats on major markets
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Performance Summary – Downside Protection

1 Month CYTD FYTD 1 Year 5 Years p.a. 1 April – 24 April

Morphic Global 
Opportunities Fund (MGOF)

-6.78% -5.58% 0.46% 3.53% 5.46% 2.19%

Morphic Ethical Equities 
Fund (MEC)

-6.31% -4.88% 0.02% 2.34% 2.36%

Benchmark -8.88% -9.69% -1.80% 3.00% 7.51% 2.63%

MGOF Alpha 2.10% 4.11% 2.25% 0.53% -2.05% -0.44%

MEC Alpha 2.57% 4.80% 1.82% -0.66% -0.27%

* Past performance is not indicative of future performance. MEC Performance is net of investment management fees, before company admin costs and taxes.

Investment Returns AUD, Net of fees, as at March 2020
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Attribution Summary – Not owning Energy helps, but not the 
whole story

Source: Blomberg, Team Analysis

% Average Weight and Total Return
AUD, FYTD 2020

MGOF Gross Alpha 3.36%
AUD, FYTD 2020

Sector Total Attribution (Alpha) (%)

IT 0.98

Financials 0.25

Consumer Discretionary 0.33

Industrials -0.58

Health Care -0.25

Communication Services 0.85

Consumer Staples 0.39

Materials 0.16

Real Estate 0.15

Utilities -0.20

Energy 1.28
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Ethical Investing hasn’t cost performance in this downturn

– There is a view amongst some investors 

that ethical investing is a “fairweather

friend”

– That by not owning Alcohol & tobacco that 

these funds do worse in downturns 

– Thus far this not the case in 2020

– The stocks with the highest ESG scores 

have outperformed, even allowing for a 

falling oil price (which provides a tailwind)

Source: BAML

YTD relative performance of top quintile ESG-ranked stocks 
(Sustainalytics) vs. the equal-weighted S&P 500 universe
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New Beginnings: Where to for the investment clock?

• Markets exist in different regimes. Since Morphic’s

launch in 2012 we have been Zone 3

• After bear markets, regimes often change. Now is 

likely to be one of these moments

• But the question is where to?

• There’s a rift between Zone 4 & Zone 2 believers

• But the crux, for us is to get to Zone 2, you will 

(likely) go through Zone 1.

Our view is a “barbell” of Long Stocks, focused outside the 

USA, and long Gold offers exposure to multiple outcomes

Source: The Macrostrategy Partnership

Investment theme

Zone 1
Reflationary 

Boom

Miners, 
commods
EM stocks 
Short 10yr, 
Short US$

Investment clock

Zone 2
Inflationary 

bust

Zone 3
Disinflationary 

boom

Zone 4
Deflationary 

bust

Short US stocks
Short High yield

Long gold
Long 10 yr

Ind commods
But not miners
Short treasuries

Tech, Pharma,
Biotech,

Long US$
Long 10 yr

2002 - 2007 1971 - 1980

2008 – 2009
March 2020?

1994 – 1999
2009 – Now?
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Medium Term Investment Themes

 Once the virus is under control 
no country will want to “import” 
new infections

 Travel restrictions likely in place 
for longer than first thought

 Don’t buy “cheap” airline and 
airport stocks expecting a rebound

 It took 18 months for the US 
government to launch any fiscal 
packages of size in 2018. It took 3 
weeks this time

 Expenditure already > GFC

 Governments have the “power” to 
spend whatever they want – paid for 
by Central Banks

 Favor “connected” stocks over start-ups

# 1 Governments to “pick” winners #2: Travel disrupted for longer than 
expected

#3 MMT may have arrived early – Buy 
Gold

 At some point, it may be 20% of 
GDP or more, fiscal spending will 
support growth

 Monetisation of debt has arrived.

 This will embolden populists and 
may be the end of the 20 year 
neo-liberal consensus

 Start to accumulate Gold
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Stocks (Shorts) Industry Region Weighting

Service Corp Consumer Staples North America 2.5%

Tencent Information Technology Asia Pacific 2.3%

Keysight Technologies Industrials North America 2.1%

Alstom Industrials Europe 2.1%

Cellnex Telecom Europe 2.0%

Fujitsu
Information     

Technology
Asia Pacific 1.7%

Logitech Information Technology Europe 1.5%

Graphic Packaging Industrials North America 1.3%

Yonghui Superstores Consumer Staples Asia Pacific 1.3%

Ping An Healthcare Healthcare Asia Pacific 1.0%

As at March 2020 by country, sector and stock

Portfolio positioning: Drive the car slower in the “wet”

Source: Team Analysis
Positions weighting in the Morphic Global Opportunities Fund.
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Morphic Asset Management

13

Irene Kardasis

Marketing & IR Manager

Phone:+612 9021 7726

Email: ikardasis@morphicasset.com

Level 11, 179 Elizabeth St

Sydney  2000

New South Wales

Australia

Disclaimer: Unless specifically indicated, this presentation is for information purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security by the sender or

Morphic Asset Management Pty Ltd (“Morphic”) (ACN 155 937 901) (AFSL 419916). This presentation does not take into account the investment objectives, financial situation or particular needs of any particular

person. Investors should obtain individual financial advice based on their own particular circumstances before making an investment decision. Any person considering investment in the Morphic Global

Opportunities Fund (“MGOF”) should first review the Product Disclosure Statement (PDS) for the Fund issued by Ellerston Capital Limited ABN 34 110 397 674 AFSL 283000 dated 27/04/2020. Initial Applications for

units in the MGOF can only be made pursuant to the application form in the PDS. Morphic does not guarantee repayment of capital or any particular rate of return from the MGOF. Past performance is no

guarantee of future performance. Investment returns have been calculated in accordance with normal industry practice utilising movements in unit price and assuming reinvestment of all distribution of income

and realised profits. Statements of fact in this presentation have been obtained from and are based upon sources that Morphic believes to be reliable, but Morphic does not guarantee their accuracy, and any such

information may be incomplete or condensed. All opinions and estimates included in this presentation constitute Morphic's judgement as of the date of this communication and are subject to change without

notice.

The Certification Symbol signifies that a product or service offers an investment style that takes into account environmental, social, governance or ethical considerations. The Symbol also signifies that Morphic

Ethical Equities Fund adheres to the strict disclosure practices required under the Responsible Investment Certification Program for the category of Product Provider. The Certification Symbol is a Registered Trade

Mark of the Responsible Investment Association Australasia (RIAA). Detailed information about RIAA, the Symbol and Morphic Ethical Equities Fund’s methodology, performance and stock holdings can be found at

www.responsibleinvestment.org, together with details about other responsible investment products certified by RIAA.1

1 The Responsible Investment Certification Program does not constitute financial product advice. Neither the Certification Symbol nor RIAA recommends to any person that any financial product is a suitable

investment or that returns are guaranteed. Appropriate professional advice should be sought prior to making an investment decision. RIAA does not hold an Australian Financial Services Licence.

For further enquiries:
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