
	

	

9 March 2016 
 
 
The Manager 
ASX Market Announcements 
Australian Securities Exchange 
Exchange Centre 
Level 4 
20 Bridge Street  
Sydney   NSW   2000 
 
Electronic Lodgement 
 
 

Djerriwarrh Investments Limited 
Shareholder Information Meetings – Presentation 

 
 
Dear Sir / Madam 
 
Please find attached the presentation being given to shareholders at the 
Shareholder Information Meetings being held in March 2016. 
 
Yours faithfully, 
 

 
 
Simon Pordage 
Company Secretary 
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Djerriwarrh Investments Limited, its related entity (Australian Investment Company Services Limited, 

AFSL: 303209) and each of their respective directors, officers and agents (together the Disclosers) have 

prepared the information contained in these materials in good faith. However, no warranty (express or 

implied) is made as to the accuracy, completeness or reliability of any statements, estimates or opinions 

or other information contained in these materials (any of which may change without notice) and to the 

maximum extent permitted by law, the Disclosers disclaim all liability and responsibility (including, without 

limitation, any liability arising from fault or negligence on the part of any or all of the Disclosers) for any 

direct or indirect loss or damage which may be suffered by any recipient through relying on anything 

contained in or omitted from these materials.  Any reader is strongly advised to make their own enquiries 

and seek independent professional advice regarding information contained in these materials.

These materials have been prepared solely for the purpose of information and do not constitute, nor are 

they intended to constitute advice nor an offer or invitation to any person to subscribe for, buy or sell any  

shares or any other securities. 

DISCLAIMER
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Income and capital growth

Additional 
income from 
options

Balance 
between 
income and 
capital growth

HOW DJERRIWARRH INVESTS
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DELIVERING A FULLY FRANKED DIVIDEND YIELD BETTER 

THAN THE MARKET
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Objective is to generate and pay out franking credits:

- Operating Earnings

• Dividends received

• Options and trading portfolio income

- Realised Gains 

HOW DIVIDEND IS GENERATED
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RECENT HISTORY OF FUNDING THE DIVIDEND
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MARKET HAS BEEN DOWN RECENTLY

Source: FactSet.
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BUT VOLATILITY HAS LIFTED
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INTEREST RATES REMAIN LOW 

Source: FactSet.
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HALF-YEAR FINANCIAL SUMMARY
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AS INTEREST RATES HAVE FALLEN THE SHARE PREMIUM

HAS RISEN STRONGLY – SHARE PRICE PREMIUM/DISCOUNT
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SHARE PRICE RETURNS – PER ANNUM TO 29 FEBRUARY 2016
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PORTFOLIO



SHAREHOLDER MEETING MARCH 2016

TOP 50 STOCKS HAVE SUBSTANTIALLY UNDERPERFORMED

Source: FactSet.
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ONE YEAR RETURN OF DJERRIWARRH PORTFOLIO VERSUS 

DIFFERENT SECTORS OF THE MARKET – TO 29 FEBRUARY 2016
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SHORT TERM PORTFOLIO RETURNS IMPACTED BY ASX

TOP 50 – PER ANNUM PERFORMANCE TO 29 FEBRUARY 2016
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FRANKING CREDITS FROM THE HIGH YIELD ADD TO 

DJERRIWARRH’S RETURNS – PER ANNUM TO 29 FEBRUARY 2016
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• Further reduced resource and energy exposure. 

• Lightened bank holdings. 

• Selectively added further to existing mid and small company holdings 
in market weakness. 

• Market volatility assisted the active management of option income 
and stock positions.

• Also kept option coverage between 40% to 50% of the portfolio.

INVESTMENT ACTIVITY WITHIN THE PORTFOLIO
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BROADER ISSUES FOR THE BANKING SECTOR

• Increase in household gearing has driven 

bank balance sheet growth and revenue.

• This is likely to have reached a peak 

leaving growth more subdued. 

• Bad debt charges remain at cyclical lows, 

well below even mid‐cycle levels.

• Reductions in bad debts have driven a 

significant portion of earnings growth 

recently.
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SOME RECENT ADDITIONS TO EXISTING HOLDINGS
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RECENT SALES OF NOTE OTHER THAN RESOURCES AND 

BANKS

• AGL (exercised on call options)

• Veda Group (takeover)

• CSL (exercised on call options)
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TOP 10 HOLDINGS* AT 29 FEBRUARY 2016 ARE 48% OF 

THE PORTFOLIO

* Options were outstanding against part of the holding.



SHAREHOLDER MEETING MARCH 2016

NEXT 10 HOLDINGS* AT 29 FEBRUARY 2016 ARE 17% OF THE 

PORTFOLIO

* Options were outstanding against part of the holding other than Mirrabooka.
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GOING FORWARD
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OBSERVATIONS FROM RECENT COMPANY REPORTING 

SEASON

• Results generally better than expected.

• Dividends were mixed, with resources well down.

• Companies are delivering on cost control although seeing some 
signs of revenue growth.

• Outlook comments circumspect
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EXPECTED DIVIDENDS UNDER PRESSURE – ONE YEAR 

MARKET CONSENSUS FORECASTS

Source: FactSet.
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DIVIDEND TRENDS – SUMMARY

• Djerriwarrh’s franked dividend is sourced from profit and 
realised capital gains.

• Some companies we invest in are reducing their dividends.

• Flat markets make it harder to generate capital gains.

• Our franking position is currently sound.

• Our objective is to maintain the dividend, however there are 
headwinds.
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• Elevated volatility expected  to continue:
– Outlook for growth in developed markets is mixed
– Transition of China 
– US Fed
– The politics of oil

• Households and public sector indebtedness creates risks 

• Sustained low interest rate environment in Australia.

• Djerriwarrh likely to continue to focus on selective opportunities:
– Writing call options into any market strength and high volatility
– Smaller companies with capacity for capital and dividend growth

GOING FORWARD




