
To: Investor Partners of Castlereagh Equity Pty Ltd 

From:  Peter Phan 

Date:  30 April 2014 

Re: Monthly Update 

 

 Castlereagh Equity ASX All Ordinaries Relative Performance 

1 November 2013 to 

30 April 2014 

-2.5% 0.9% -3.4% 

 

CE started on 1 November 2013.  On the opening of trading that day, the ASX All Ordinaries was at 

5420.  On the date of this memorandum, the ASX All Ordinaries is at 5470, a gain of just under 1%.    

 

Cash levels remain high at about 60%. CE’s share portfolio made a slight gain for the month of April 

2014.  Once again, these short term movements are random in nature and of academic interest only 

in the context of long term expected values. 

 

The waiting game continues.  Rest assured, the time spent waiting is not wasted, as we continually 

progress and build upon our research and preparation.  

 

The Share Portfolio 

 

We have 40% of funds parked into a portfolio of shares with the following characteristics, all figures 

being average figures across all holdings.  

 

Debt to Equity Ratio  Less than 1% 

Excess Cash/Market Cap 26% 

Cashflow Multiple (net of cash) 7 

Inside Ownership  40% 

ROE    18% 

 

Apart from diversification with multiple holdings, the businesses in the portfolio operate in various 

industries such as healthcare, information technology, property, mining services, financial services 

and automotive. Diversification in terms of geography is also present, with our businesses operating 

in Australia, United Kingdom, USA, Africa, Indonesia, Malaysia, Japan, Middle East, PNG, etc. 

 

In simple terms, CE partners have partial ownership of a conglomerate of businesses in diverse 

industries operating across a wide geographical sector.   

 

In aggregate, the businesses in this conglomerate are operated by owners/founders holding a 

significant stake in their own businesses, thus achieving a more satisfactory alignment of interests 

between management and shareholders.   

 

In aggregate, these businesses not only have virtually no debt, but have cash in excess of 

requirements, thus minimising the risk of insolvency.  To reap returns over the long term, it is 

foremost necessary to be able to finish the race. 

 

The businesses are of better than average quality, as evidenced by the return on equity, and 

provides further flexibility to management in regards to profitable reinvestment of both retained 



earnings and excess cash.  This raises the probability of the businesses being able to generate 

increasing value to shareholders. 

 

Most importantly, CE has managed to obtain part ownership of these businesses at a low price of 

average 7 times free cashflow multiple. For the moment, we are pleased to report that we have 

been successful in resisting the siren calls of the market darlings, with their persistent seduction of 

intoxicating growth.  The low price that we have paid provides us with some margin of safety in the 

event that things turn out worse than expected.  A low price also means that eventual normal pricing 

(as opposed to market darling pricing) will provide us with a satisfactory return.  As always, it is my 

job to take care of the downside, as the upside is more than capable of taking care of itself. 

 

 

If any investor partner wishes to contact me to discuss this memorandum or any other matters 

related to CE, please do not hesitate to do so.  Contact details can be found on CE’s website. 

 

Thank you for your trust and confidence in us. 

Regards 

Peter Phan 

Director, Castlereagh Equity Pty Ltd 

 


