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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 August 2026 
 

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

Fund (Net) 0.85% 3.45% -0.97% - - - 1.52% 

Benchmark3 1.02% 4.01% 1.37% - - - 3.48% 

Active Return -0.16% -0.56% -2.34% - - - -1.96% 

 

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).  

About the Fund 



 Blackwattle Equity Income Fund 

 
www.blackwattlepartners.com 
 

Top 5 Overweight Holdings  

  

     

 

Market Commentary 

Australian equities delivered a fifth consecutive month of gains during August, with the S&P/ASX 100 Total Return Index returning +1.22%. However, 

the headline outcome disguised significant dispersion within the market, with large cap names underperforming materially as the S&P/ASX 20 index 

fell -0.63% while the MidCap 50 index rose over 5%.   

August was defined by an unusually sharp sector rotation as the reporting season played out. The Healthcare sector surged to be the top performing 

sector, led by CSL Limited (CSL) which rose approximately +40% after its FY26 result reset earnings expectations, alongside strong results from 

Ramsay Health Care (RHC), Cochlear (COH) and ResMed (RMD). Materials also rose strongly supported by a rally in gold prices and improving 

sentiment across many resource names. In contrast, the Consumer Discretionary sector fell as JB Hi-Fi (JBH) delivered a sharp negative surprise on 

soft fourth quarter sales and weak early FY27 trading, dragging peers Wesfarmers (WES), Harvey Norman (HVN) and Super Retail Group (SUL) lower. 

Financials also fell as the Big Four banks came under pressure on softer margin commentary, weaker mortgage application volumes, and stretched 

valuations.  

The Reserve Bank of Australia left the cash rate unchanged at 4.35% at its 11 August meeting, its second consecutive hold. Governor Michele Bullock 

emphasised that inflation remains too high and the Board remains concerned about the upside risks to the inflation outlook, particularly from the 

Middle East conflict, and the Board now expects inflation to remain above the midpoint until mid-2027. The July monthly CPI released late in the 

month showed annual headline inflation easing to +3.5% from +3.8% in June, however the trimmed mean was unchanged at +3.6%, keeping the 

underlying inflation picture steady.  

The most significant global development during August was the sharp rise in government bond yields across major developed markets. US 10-year 

Treasury yields moved toward multi-year highs on elevated government and competing big AI debt issuance, renewed Middle East tensions, and 

expectations of tighter for longer monetary policy. German 10-year Bund yields reached levels not seen since 2011 and Japan's 10-year yield 

approached 3.0% during August. The move was reinforced by renewed volatility in oil markets as tanker attacks in the Strait of Hormuz reversed the 

June ceasefire optimism, with Brent crude returning to around US$87 per barrel by month end and undermining the disinflation narrative.  

 

Portfolio Commentary

The Blackwattle Equity Income Fund delivered a net return of +0.85% in August, representing a 70% capture of the broader S&P/ASX 100 Total 

Return Index which returned +1.22%. This outcome is consistent with the lower volatility objective of the strategy which is expected to lag in rising 

markets and provide a cushion in falling markets. Stock selection was mixed during the month, with strong gains from Ramsay Health Care and the 

gold miners offset by the drag from Goodman Group and the underweight position in CSL. Contribution from options was negative during August as 

sold call options limited the Fund's participation in the sharp gains recorded across several held names, particularly those exposed to the Healthcare 

and gold sectors. 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.  

Ramsay Health Care (RHC) was a key positive contributor to performance, benefitting from a strong FY26 result that delivered an EBIT beat driven by 

the UK and Sante operations. Australian earnings were broadly in line, but management provided constructive commentary on incremental EBIT 

growth and margin expansion in FY27, ahead of consensus expectations of 12% Australian EBIT growth.   

The Fund's holdings in Newmont Corporation (NEM) and Capricorn Metals (CMM) also contributed positively as gold prices rallied strongly during the 

month on renewed Middle East geopolitical tensions, safe haven demand amid the sharp rise in long-term global bond yields and continued central 

bank purchasing. However, the Fund's nil positions in Evolution Mining (EVN) and Northern Star Resources (NST), both of which participated strongly 

in the same rally, somewhat offset relative performance.  

Xero (XRO) contributed positively during August, extending its recent share price momentum as broader market interest returned to quality growth 

names with durable subscription revenue models. The Fund maintains conviction in XRO's leadership position in the small business accounting 

software market.  

The Fund's significant underweight positions in Wesfarmers (WES) and Commonwealth Bank (CBA) both contributed positively during August. WES 

came under pressure following JB Hi-Fi's disappointing FY27 outlook, with early FY27 trading across Bunnings, Kmart and Officeworks all tracking 

slightly below consensus expectations despite a solid FY26 result. CBA delivered an underlying result in line with consensus, however softer margin 

commentary weighed on FY27 earnings expectations. The market has shifted focus toward the weakening consumer, potential for RBA rate rises, 

and the continued decline in investor mortgage applications following the Federal Budget property tax changes.  

The Fund's underweight position in CSL Limited (CSL) was the largest single detractor from relative performance, with the stock rising approximately 

+40% following its FY26 result. The underlying earnings outcome was not materially different to market expectations, with only modest changes to 

earnings forecasts after the result. The reported result also included a significant write-down to their Vifor subsidiary that was only acquired a few 

years ago. This means that the share price response reflected a valuation uplift given that the core immunoglobulin (IG) business finally showed signs 

of no further deterioration in the last few months of the financial year and constructive commentary on the Behring margin and operating costs 

improving.  
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This stabilisation in the core business and the closure of the company’s troubled Vifor acquisition provided the catalyst to increase the holding in CSL 

following the result, at a valuation multiple level that remains historically low.   

Goodman Group (GMG) is a key overweight position that was weak during the month. While the FY26 result delivered a strong operational beat with 

Operating EPS +10% year on year and Development Work in Progress growing strongly, the market was focused on the pace of contracted 

announcements for the data centre development projects. We believe that the management strategy to focus on securing high quality long-term 

contracts will generate the best shareholder outcomes and understand that these contracts take longer to secure.   

A new position in Life360 (360) was established during August. We believe the combination of a growing subscription revenue model and growing 

advertising revenue income stream provides the base for material earnings growth in coming years. We anticipate the reported earnings growth to 

accelerate over the remainder of 2026, particularly in the last quarter of the year. Life360 continues to see broad global growth including initial success 

from local Germany campaigns, with cultural moments such as the FIFA World Cup and Disney partnerships driving engagement. New subscriber 

pricing and the addition of pet tracking to premium tiers are supporting further growth in new subscriptions.  

The Fund's position in Aristocrat Leisure (ALL) was reduced during August as shares were profitably called away via option exercise following strong 

share price performance since the position was included in the portfolio.   

As at the end of August, the Fund is invested in 33 stocks with option positions on these stocks diversified across 54 option positions, resulting in 

50% of the Fund's portfolio value covered with options. The reduction in coverage relative to the prior month partly reflects the Fund maintaining a 

higher effective exposure to selected held names during the reporting season.   

 

Outlook

Our equity income approach focuses on stock selection that goes beyond simple dividend yield screening. Our focus remains on businesses with 

genuine control over their cost line, the pricing power to defend margins through the cycle, and the balance sheet flexibility to invest opportunistically 

when the market misprices quality. The addition of Life360 during August reflects this approach with the business building a durable subscription 

revenue growth model and expanding operating leverage.   

The near-term market outlook is likely to be heavily influenced by the expected trajectory of interest rates in Australia and the US. Higher borrowing 

costs are already showing up in company results, offsetting gains in operating profit. These pressures may continue to build as the market is expecting 

further cash rate increases in coming weeks/months. The interest rate impact is also being driven by changes to long-term bond yields.  Global 

government bond yields have all reached multi-year or multi-decade highs, reflecting elevated government debt issuance and renewed inflation 

concerns tied to resurgent oil prices and supply chain shortages in key areas linked to AI capital investment.   

Our main area of focus on these interest rate issues is how this will impact the Australian consumer and housing sector. The three RBA interest rate 

rises earlier in the year are starting to have an impact, and the Federal Budget tax changes have added to the slowdown in housing. This is reflected 

in our portfolio through an underweight position in bank stocks and consumer discretionary names.   

The Fund's option coverage sits at 50%. Option positions on each stock are implemented with reference to the expected fundamental upside for that 

individual name rather than a static coverage target driven purely by income generation. In an environment characterised by elevated valuations, 

higher long run discount rates, and continuing geopolitical risk in the Middle East, we expect sold call option premium income to continue providing 

both an additional source of income for investors and a valuable cushion against downside moves. With the completion of the reporting season, we 

have identified a number of new opportunities to generate additional income through the selling of call options. Implied volatilities remain at elevated 

levels, permitting the Fund to generate an attractive level of income.  This diversified source of income can be an important portfolio diversifier at a 

time when traditional income assets such as bonds can generate capital losses as global interest rates are rising.   

 

Thank you for your support 

Blackwattle Equity Income Team. 
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