
To: Investor Partners of Castlereagh Equity Pty Ltd 

From:  Peter Phan 

Date:  30 September 2015 

Re: Monthly Update 

 

 Castlereagh Equity ASX All Ordinaries Relative 

Performance 

CE Net Asset 

Value 

1 November 2013 

to 

30 September 

2015 

15.5% -6.6% 22.1% 115.5 cents 

1 February 2015 

to 30 September 

2015 

3.6% -8.9% 9.5% 115.5 cents 

 

The XAO started at 5420 on 1 November 2013 and ended at 5058 on 30 September 2015. Volatility 

swings continue to rock the ASX, with a drop of nearly 4% followed by a bounce of 2% on the last 

two trading days of the month. In percentage terms, the XAO dropped 6.6% for the period since the 

inception of the CE fund. CE’s performance over the same period is 15.5%. 

 

Taking things from the commencement of 1 February 2015, the XAO started at 5552 on 1 February 

2015 and ended at 5058 on 30 September 2015. In percentage terms, the XAO decreased by 8.9% 

for this eight-month period. CE started at 106.2 on 1 February 2015, and ended at 115.5 on 30 

September 2015, such being with an increase of 8.7% for the same period.  

 

For the month of September 2015, the XAO dropped 3.1%. The CE portfolio rose 5.5%. 

 

CE Portfolio- The Journey So Far 

 

“You can't produce a baby in one month by getting nine women pregnant.” 

-Warren Buffett 

During his younger days, Bill Miller made a presentation to a fund manager recommending the 

purchase of several stocks with good prospects trading at attractively low prices, with a good 

probability of decent returns within 3 to 5 years.  After he has finished his presentation, the 

following conversation apparently took place: 

 

Funds Manager: “That’s all very nice. But I am afraid I cannot take your advice.” 

Miller: “Why?” 

Funds Manager: “Well, you have not given me any convincing reasons that your stocks will do 

well in the next few quarters.” 

Miller: “How is your portfolio doing at present?” 

Funds Manager: “Well, we are not doing very well at the moment. That’s why I asked for your 

help.” 

Miller: “If you have bought similar stocks as these three years ago, this would not have 

happened.” 



Each time I review the CE portfolio, I remind myself that things which are going well (including things 

not going so well) are the results of decisions made some time back. In the case of CE, these 

comprise of decisions made during our relatively short existence period of 22 months. With an 

expected average holding period exceeding 3 years, it is still early days yet. 

 

More importantly, I also constantly bear in mind that decisions we make today will have a significant 

impact on the performance of CE funds in the future.  Our investment performance over the long 

term will be directly proportional to the fortunes of the businesses we have invested in. Despite the 

current news fad focussing on innovation and disruption, good businesses are not built overnight. 

Just like the 9 months period of gestation for humans, some things just takes time. 

 

It has been a satisfactory month for CE. We have trimmed some positions and the portfolio is about 

15% in cash. I note with a small measure of relief, in a volatile market, that the portfolio is behaving 

as I have hoped. Whilst absolute performance at 15.5% is still below expectations, relative 

performance of 22% over the XAO in 22 months is now within range of our long term expectations.  

Having said that, I am aware that relative performance will not bring home the bacon. Our objective 

is the achievement of absolute after-tax returns with the lowest possible risk, an objective to which I 

will be devoting a hundred percent of my best efforts. 

   

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.  Investor partners will also note that the front page of 

the CE website has been continually hacked over the last few months. We advise that after repeated 

attempts to resolve this issue with the domain hosting service, we are now in the process of moving 

the website to another hosting provider. We will also take the opportunity to update the website.  

 

Thank you for your trust and confidence in us. 

Regards 

Peter Phan 

Director, Castlereagh Equity Pty Ltd 


