
To: Investor Partners of Castlereagh Equity Pty Ltd 

From:  Peter Phan 

Date:  31 March 2017 

Re: Monthly Update 

 

 Castlereagh Equity ASX All Ordinaries Relative 

Performance 

CE Net Asset 

Value 

1 November 2013 

to 31 March 2017 

50.3% 8.9% 41.4% 133.8 cents* 

1 November 2013 

to 31 January 

2015 

6.2% 2.4% 3.8% 106.2 cents 

1 February 2015 

to 29 January 

2016 

19.4% -9.2% 28.6% 126.8 cents 

1 February 2016 

to 31 January 

2017 

19.7% 12.5% 7.2% 151.8 cents 

1 February 2016 

to 31 March 2017 

-0.1% 4% -4.1% 133.8 cents 

 

To aid in understanding the tables above: 

 

1. CE commenced on 1 November 2013 with shares issued at $1 per share, backed by $1 of 

cash per share. 

2. The first row of the table above provides a summary of CE’s performance since its 

commencement on 1 November 2013 until the date of this memorandum. It also compares 

CE’s performance with the benchmark All Ordinaries index over the same period. 

3. The second row of the table provides a summary of CE’s performance for its first reporting 

period (15 months period from 1 November 2013 to 31 January 2015).  

4. The third row of the table provides a summary of CE’s performance for its second reporting 

period (12 months period from 1 February 2015 to 29 January 2016). 

5. The fourth row of the table provides a summary of CE’s performance for its third reporting 

period (12 months period from 1 February 2016 to 31 January 2017). 

6. The fifth row of the table provides a summary of CE’s performance for its fourth and current 

reporting period (period commencing 1 February 2017 to the date of this memorandum). 

7. CE NAV is after payment of dividend and director fees in Feb 2017. 

 

The XAO started at 5420 on 1 November 2013 and ended at 5904 on 31 March 2017. In percentage 

terms, the XAO gained 8.9% for the 41 months period since the start of the CE fund. CE’s 

performance over the same 41 months period is 50.3%. 

 

For the month of March 2017, the XAO gained 2.5%. The CE portfolio gained 4.5% for the month.  It 

is interesting to note that virtually all of the XAO gains came in the last 3 days of March.   

 

The cash component of the CE fund is just below 23%.  

 



A major portion of CE still sits in cash. There are not many opportunities available to us at present. 

There are two primary reasons for this. The first reason is due to general lofty prices for quality 

businesses which we are interested in. The second reason is due to your manager’s limited circle of 

competence. We have no control over price or price direction of shares. So it is a waste of time to 

speculate in this area. It makes much more sense to concentrate on what we can control. Your 

manager’s circle of competence is certainly an area that can definitely be enhanced, deepened or 

widened with continuous learning and research. This is where we spend the majority of our time. 

 

As I have repeatedly stated, it is the fish that John West rejects that makes John West the best. In 

other words, we take out the rubbish so that you don’t have to. Approximately 90% of the shares 

listed on the ASX are uninvestable rubbish, places where capital goes to die. Just this month alone, 

we have rejected 4 possible investment candidates after some fairly lengthy investigation and 

research.  

 

From day one of CE, my primary objective is the protection of your capital ie protection of your 

purchasing power. Cash is not the answer obviously due to inflation. This means that we have to 

make prudent investments with good expected risk-adjusted returns.  

 

Lastly, as a foreword, I suspect the odd movements that we are witnessing on the ASX are due 

increasingly to the current fad of the moment- indexing and index funds. Like all crowded trades, 

this will inevitably end in tears if taken to the extreme. I will explain more in future memorandums 

once I have gathered my thoughts and further evidence. Alternatively, you may also wish to check 

out my blog at peterphan.blogspot.com.au . I have recently linked two articles- Li Lu’s talk in 2015 

and Giverny Capital’s Annual Letter 2016. If you read these two articles, you will gain further insight 

into how CE is being managed. 

 

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.   

 

Thank you for your trust and confidence in us. 

Regards 

Peter Phan 

Director, Castlereagh Equity Pty Ltd 


