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The Fund invests in a broad selection (typically 30-40 stocks) of Australian listed companies, regardless of each stock's dividend yield, and 
applies the insights of fundamental research and an active options strategy with the objective of providing a higher income stream and a 
smoother return profile than the broader share market over the long term. 

This approach reflects our belief that companies with opportunities to reinvest at above their cost of capital will provide growth, certainty 
and sustainability of income over the long term. 

 

Blackwattle Investment Partners 

Blackwattle is a new generation, highly aligned, Australian investment manager investing in quality businesses and people. 

Alignment  Quality  Trust 
Shared staff ownership, zero personal 
trading, profit and personal salary 
reinvestment, and most importantly 
significant personal investment alongside 
our clients. 

 We aim to buy businesses that have a 
forward advantage, trustworthy aligned 
management, priced below intrinsic value.  

 We believe that honesty and transparency 
builds trust with our clients, stakeholders,  
and community. 

 

Key Information 

Fund Name Blackwattle Equity Income Fund 

APIR ETL4469AU 

Inception Date 12 February 2026 

Typical number of stocks 30-40 

Cash limit 20% (typically 0-5%) 

Cash Distributions Quarterly 

Redemptions Daily 

Buy Sell Spread 0.25% upon entry and 0.25% upon exit 

Fees* Management 0.93% 

Constrained Capacity $3bn (or up to 15bps of the benchmark) 

Objective The Fund aims to provide an income return 
of 2.5% p.a. above the S&P/ASX100 
dividend yield over a rolling three-year 
period, delivered with consistently lower 
volatility than the S&P/ASX100 Total Return 
Index. The Fund also aims to provide a total 
return that exceeds the composite index of 
75% S&P/ASX 100 Total Return Index / 25% 
RBA Cash Rate over the long term. 

 

Portfolio Managers 

 

Rudi Minbatiwala  
25+ years’ investment experience. 24 Years 
with First Sentier Investors as the Head of 
Equity Income and establishing Equity 
Income capability in 2004. 

 

Marlon Chan 
18+ years’ investment experience. 17 years 
with First Sentier Investors as a Senior 
Portfolio Manager and Fundamental stock 
research lead. 

 

Jason Moodie 
30+ years’ investment experience with 27 
years with First Sentier Investors as a 
Portfolio Manager and Implementation lead. 

Ratings 

Fund Performance1 

Blackwattle Equity Income Fund Performance (net of fees) as at 31 July 2026 
 

  1 month 3 months 6 months 1 Year 2 Years 3 Years Inception p.a2 

Fund (Net) 1.74% 2.09% - - - - 0.66% 

Benchmark3 2.16% 3.96% - - - - 2.44% 

Active Return -0.42% -1.88% - - - - -1.78% 
1 Returns are calculated after fees have been deducted and assume distributions have been reinvested. No allowance is made for tax when calculating these 
figures. Past performance is not a reliable indicator of future performance. Source: Apex. 2 The inception date for the Fund is 12 February 2026. Returns 
greater than 1 year are ‘annualised’ or ‘calculated on an annualised basis’. 3 The 75% S&P/ASX 100 Total Return Index / 25% RBA Cash Rate is provided 
as a Reference Index that more closely represents the monthly risk and return profile of the Fund due to the use of equity options. *Inclusive of Goods and 
Services Tax (GST) and net of any Reduced Input Tax Credits (RITC).  
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Top 5 Overweight Holdings  
  

     

 

Market Commentary 

Global equity markets experienced a volatile July driven by ongoing inflation concerns, shifting interest rate expectations, mixed technology earnings 
results, and the continuing conflict in the Middle East. Against this backdrop, the Australian equity market held up well, with the S&P/ASX 100 Total 
Return Index rising +2.75% to record its fourth consecutive positive month. The relative outperformance of the local market reflected substantial 
domestic and global inflows into a number of safe haven sectors as investors rotated away from more volatile sectors. 

Energy was the standout sector during July with Brent crude oil rising more than +24%, driving Ampol (ALD) up +21.3% and Woodside Energy (WDS) 
up +16.8%. Financials were the major contributor to index returns with domestic banks rallying strongly on both domestic and global inflows seeking 
defensive exposure. AMP (AMP) led the sector up +34.0% after upgrading first half 2026 underlying net profit after tax guidance to A$170-180 million, 
up meaningfully from A$131 million, driven by stronger earnings from its China pension partnerships and continued momentum from its corporate 
restructure.  

The Materials sector was materially weaker as commodity prices retreated. The lithium complex was particularly hard hit, with Liontown Resources 
(LTR) falling -35.2% following a June quarter update that revealed a 5% increase in all -in-sustaining costs alongside a further slump in global lithium 
carbonate and spodumene prices. Iron ore majors BHP Group (BHP) and Rio Tinto (RIO) also underperformed as the iron ore price fell on concerns 
around a prolonged China property downturn, buying pressure from the China Mineral Resources Group leveraging its purchasing power with 
suppliers, and increasing global supply including the ramp up of the Simandou Guinea operations. 

The June quarter inflation data released late in July came in slightly softer than expected, with the trimmed mean printing at 0.8% for the quarter and 
3.6% year on year, below the RBA's own forecast of 3.8%. The downside surprise saw market pricing for an August rate hike collapse, with most 
analysts abandoning their prior rate hike expectations. Housing prices softened further with a national average decline of -0.4%, while the labour 
market remained tight with unemployment steady at 4.4%. In her Anika Foundation address on 28 July, Governor Michele Bullock reinforced the 
RBA's hawkish bias and reiterated the Bank's preparedness to raise the cash rate further if required. 

 

Portfolio Commentary

The Blackwattle Equity Income Fund delivered a net return of +1.74% in July, representing a 63% capture of the broader S&P/ASX 100 Total Return 
Index. While a performance lag in a strongly rising market is expected for a covered call income strategy, this return capture was slightly below our 
target capture of 75%. Contribution from options was negative during July as is expected in a strongly rising market, with sold call options limiting the 
upside participation in the moves higher across a number of held names. The offset to this dynamic is that the option premium earned in exchange 
for selling those calls provides a valuable cushion to returns in periods where the market weakens. 

Stock selection was a negative contributor during the month. Goodman Group (GMG), the Fund's preferred property exposure, fell -4.4% during July 
as investors expressed growing wariness around the capital intensity of the AI data centre transition, the sustainability of AI infrastructure demand, 
and the conservative framing of the reaffirmed 9% operating EPS growth target for FY26. Notwithstanding these shorter-term concerns, we continue 
to like GMG's structural position and the measured development strategy they are adopting for their data centre business. The company has secured 
a 6.0 gigawatt global power bank at a time when grid connections in major markets take 5 to 7 years to establish, providing a major competitive 
advantage to capture and profit from hyperscaler demand. 

The Fund's underweight to the Financials sector, particularly the big four domestic banks, was another negative contributor during July. The sector 
rallied strongly on a combination of easing inflation expectations following the late July CPI release and capital flows rotating out of volatile global 
names into liquid domestic defensives. The Fund maintains its underweight into August reporting season on stretched valuations, the prospect of net 
interest margin compression from intensifying deposit competition and mortgage discounting, and early signs of rising household arrears from 
historically low levels. Our preference in the Financials sector is the insurance stocks with overweight positions in QBE, Suncorp and IAG. 

BlueScope Steel (BSL) was a positive contributor with the stock benefitting from continued strength in the US steel market and expectations for 
further earnings momentum following the strong first half FY26 result. We believe that the earnings outlook is supported by sustained improvement in 
US hot-rolled coil steel spreads and strong volumes at the North Star mini-mill. The valuation floor established by management's earlier rejection of 
the SGH/Steel Dynamics takeover proposal also continues to underpin the stock. 

The Fund also benefitted from its nil position in Lynas Rare Earths (LYC), which fell -22% during July. The June quarter update disappointed with 
production of Neodymium and Praseodymium coming in 15% below consensus at 1,857 tonnes due to water treatment plant failures and ore quality 
issues at the Mt Weld operation. Despite Lynas's average realised price hitting a record A$98.2 per kilogram, the lower volumes drove a 23% miss 
on quarterly revenue. Investors were further unsettled by a 63% cost overrun on the Malaysian heavy rare earths expansion, with capital expenditure 
guidance now A$294 million versus the original A$180 million. The retirement of long-serving CEO Amanda Lacaze at the end of June and recent 
transition to Interim CEO Pol Le Roux with no permanent successor named is also a cause for uncertainty. 

Amcor (AMC) was another positive contributor with the share price up +3.1% during July. Global channel checks indicate that global volumes of fast 
moving consumer goods (FMCG) are showing signs of resilience and incremental growth ahead of cautious market expectations. In addition, AMC 
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continues to benefit from the structural gains flowing through from the Berry Global integration and progressing the strategic divestment of 
approximately US$500 million of non-core revenue to accelerate balance sheet de-risking. AMC also attracts flows from investors seeking defensive 
income exposure, with the shares now offering an annualised dividend yield of approximately 5.9%.  

The Fund also made a number of position changes during July, including a new holding in Suncorp Group (SUN) and the full exit of airline exposure 
through the sale of Qantas Airways (QAN) and Virgin Australia (VGN). A new position in Suncorp Group (SUN) was established during July, adding to 
the Fund's preferred insurance sector exposure alongside QBE Insurance (QBE) and Insurance Australia Group (IAG). SUN reaffirmed FY26 Insurance 
Trading Ratio guidance at the upper end of its 10 to 12% target range despite absorbing $250 million of natural hazard costs above its allowance. 
Suncorp has also taken advantage of lower reinsurance costs has placed its FY27 reinsurance program with structurally improved catastrophe 
protection, given greater certainty around FY27 outcomes. Following the sale of Suncorp Bank to ANZ Group, SUN is now sitting on approximately 
A$700 million of excess capital, with the previously announced A$400 million share buyback progressing and further capital return options open 
ahead of the upcoming full year result. 

The Fund exited both Qantas Airways (QAN) and Virgin Australia (VGN). While both carriers have delivered solid recent earnings, the sector faces a 
challenging combination of pressures: elevated jet fuel refining margins on continuing Middle East disruption where the airlines are unhedged, softening 
discretionary domestic travel demand with VGN flagging capacity reductions and route suspensions, regulatory and airport costs escalating well 
above headline inflation, and the emerging structural threat to the current duopoly from Vietjet's application for an Australian domestic operating 
licence. 

Options coverage reduced during July as the Fund maintained a higher effective exposure to the rebounding equity market. By the end of the month, 
the Fund is invested in 32 stocks with option positions diversified across 59 option positions, resulting in 56% of the Fund's portfolio value covered 
with options. 

 

Outlook

Our approach remains anchored in income quality. We continue to focus on businesses that demonstrate durable earnings, strong cash flow 
generation, and the capacity to grow income sustainably across the cycle. The addition of Suncorp Group to the portfolio during July reflects this 
approach, deepening the Fund's insurance sector positioning at a time when quality underwriting margins, structurally improved reinsurance 
protection, and clear capital return optionality are being rewarded. 

Key research themes include the sustainability of the ongoing cooling of global and domestic inflation pressures, the depth and duration of the housing 
market softening evident in the July data, the durability of the current bank sector rally into reporting season, and the pace of the earnings recovery 
within Industrials. The insurance sector continues to offer an attractive combination of underwriting margin resilience, investment income leverage to 
higher rates, and improving capital return prospects, and remains a preferred allocation over the domestic banks. 

A critical August reporting season lies ahead, with corporate earnings viewed through the lens of margin durability rather than headline revenue 
growth. High borrowing costs and sticky cost of living pressures have left household budgets meaningfully strained, and we expect the market to 
focus on softening sales volumes and evidence of aggressive discounting in Consumer Discretionary and housing exposed segments. FY26 headline 
earnings are expected to land broadly in line with expectations, but we anticipate a more challenging response where forward margin guidance 
disappoints, noting that FY27 earnings forecasts have already been trimmed by market analysts through July. 

Inflation itself will continue to impact companies through their margins, and we believe the businesses that will differentiate themselves in terms of 
performance are those with genuine control over their cost line. The Fund's portfolio holds a large number of quality stocks — businesses we believe 
can manage margins either through how they control costs or through their ability to use pricing as a lever. We expect these quality companies to 
outperform in an inflationary environment with an underlying economy that is showing tentative signs of slowing. 

The combination of the RBA's ongoing hawkish bias, the unresolved Middle East situation, the elevated market focus on AI monetisation and debt 
levels, and stock specific catalysts through August reporting season is expected to continue to generate attractive opportunities to earn option 
premium income. Sold call option premium income helps manage risk in the portfolio by providing a cushion against downside moves as well as an 
additional source of income for our investors. 

Thank you for your support 
Blackwattle Equity Income Team. 
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How to Invest  

To invest please click on the link  
www.blackwattlepartners.com/invest/ or call 02 7208 9922.  

Contact Details 

Investor Services 
Apex Fund Services 
Ph: 1300 133 451  
E: registry@apexgroup.com   

Distribution and Sales Team 

 

Matt Dell 
Non-Executive Director 
0423 793 456 
mdell@blackwattlepartners.com 

 

Maggie Mills 
Head of Distribution 
0498 183 569 
mmills@blackwattlepartners.com 
 
 

  

 

Justin Carroll 
Senior Account Director QLD 
0410 403 608 
jcarroll@blackwattlepartners.com 

 

Nick O'Hare 
Senior Account Director VIC 
0423 773 837 
nohare@blackwattlepartners.com 

 

Sid Cavallaro 
Senior Account Director NSW 
0409 405 617 
scavallaro@blackwattlepartners.com 
 

This document is issued by Blackwattle Investment Partners Pty Limited (ABN 24 663 839 094) (BIP) corporate authorised representative of Blackwattle Licensing Pty 
Limited (ACN 665 711 839 AFSL 547 617) (corporate authorised representative no. 001304362) the investment manager of the Blackwattle Equity Income Fund. 
Equity Trustees Limited (ABN 46 004 031 289, AFSL No. 240975) (EQT) is the responsible entity of the 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 document is intended to provide general information only 
and is subject to change. It does not constitute an offer to subscribe for units in the Fund. The information does not consider the investment objectives, financial 
situation, or particular needs of any individual. You should seek advice from your licensed financial adviser and read the product disclosure statement (PDS) before 
making an investment decision. The PDS and target market determination (TMD) for the Fund can be obtained for free by visiting our website 
www.blackwattlepartners.com. The Fund commenced on 12th February 2026. Returns shown for the Fund have been calculated using exit prices after taking into 
account fund ongoing fees and assuming reinvestment of distributions. No allowance has been made for taxation. Neither BIP, EQT or their related body corporates 
guarantee repayment of capital or any particular rate of return. An investment may achieve a lower-than-expected return and investors risk losing some or all of their 
principal investment. BIP has obtained information from sources it considers to be reliable but does not represent that such information is accurate or complete, or 
that it should be relied upon. Neither BIP nor EQT make any representations or warranties, express or implied, as to the accuracy or completeness of the information 
it provides and to the maximum extent permitted by law, neither BIP, EQT nor its directors, employees or agents accept any liability for any loss caused by using this 
information. Parts of this document may have been produced or assisted by artificial intelligence tools, consistent with the Blackwattle Investment Partners AI Policy.The 
rating issued April 2026 is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445 (Lonsec). Ratings are general advice only and have been 
prepared without taking account of your objectives, financial situation or needs. Consider your personal circumstances, read the product disclosure statement, and 
seek independent financial advice before investing. The rating is not a recommendation to purchase, sell or hold any product. Past performance information is not 
indicative of future performance. Ratings are subject to change without notice and Lonsec assumes no obligation to update. Lonsec uses objective criteria and receives 
a fee from the Fund Manager. Visit lonsec.com.au for ratings information and to access the full report. © 2020 Lonsec. All rights reserved.  
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