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The Fund aims to outperform the S&P/ASX 200 Total Return Index (after fees and 
before taxes) over the long term. 
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Tom Richardson 

FUND OVERVIEW 

This Fund uses a detailed fundamental research process to invest in stocks that 
are well placed for the future (longs) and takes advantage of stocks we believe 
have cyclical and structural headwinds (shorts). The Long/Short investment style is 
designed to enhance returns and manage downside risks. 

SECTOR ALLOCATION 
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Disclaimer:This information is prepared by Paradice Investment Management Pty Ltd (ABN 64 090 148 619, AFSL No. 224158) (Paradice, we or us). This material is 
not intended to constitute advertising or advice (including legal, tax or investment advice) of any kind. These materials are not to be distributed and must not be 
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Trustees is a subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX:EQT). In deciding whether to 
acquire, or to continue to hold, units in the Fund please read the current product disclosure statement available from Paradice. We encourage you to think of investing as a 
long-term pursuit. In preparing this information, we have not considered your investment objectives, financial situation or needs and therefore the Fund may not be suitable for 
you. You should have regard to your own individual objectives, financial situation and needs and, if necessary, seek independent professional advice before you make any 
investment decision. Neither Paradice, Equity Trustees, nor any of their respective related parties, directors or employees, make any representation or warranty as to the 
accuracy, completeness, reasonableness or reliability of the information contained in this publication or accept liability or responsibility for any losses, whether direct, indirect or 
consequential, relating to, or arising from, the use or reliance on any part of this material. Any rates of return, forecasts or estimates contained in this publication are not 
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Target Market Determination (TMD) for the Fund is available here. A TMD describes who this financial product is likely to be appropriate for (i.e. the target market), and 
any conditions around how it can be distributed to investors. 1The management fee is effective 3 April 2020. Prior to this date the management fee was 1.15% p.a. 
2Applies to the investment performance achieved by the Fund (after management fees and costs) in excess of the Benchmark. Refer to PDS for more information. 3The Cash 
percentage in the Sector Allocation chart is inclusive of derivatives held in the Fund, if any. 
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have cyclical and structural headwinds (shorts). The Long/Short investment style is 
designed to enhance returns and manage downside risks.

Past performance of the Fund is not a reliable indicator of future performance. The value of an investment in the Fund may rise or fall. Returns are not guaranteed by any 
person. Fund returns are calculated before tax, after ongoing management costs and any accrued  performance fees, and assumes the reinvestment of distributions. Returns 
greater than 1 year are annualised.

FUND DETAILS

APIR Code ETL8096AU

Distribution Frequency Semi-Annually

Management Fee1 0.99% p.a.

Performance Fee2 15% p.a.

Buy Sell Spread +/- 0.30%

Minimum Investment $20,000 

Stock Range Long 20–60, Short 0–50

Cash Range 0–20%

distribution@paradice.com www.paradice.com

https://paradice.com/au/wp-content/uploads/Paradice-Equity-Alpha-Plus-Fund-PDS-FINAL.pdf
https://swift.zeidlerlegalservices.com/tmds/ETL8096AU
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MARKET REVIEW
The MSCI World (in USD) and the S&P/ASX 200 (in AUD) Total Return 
Indices leapt 11.5% and 9.5% respectively over the quarter. The period 
began with Liberation Day, where fears of a global recession, 
plummeting sentiment and escalating geopolitical risks saw a global 
sell off in risk assets. However, markets “climbed a wall of worry” 
through the quarter as an Iran truce was brokered, progress and 
deferrals were made on tariffs, and Trump’s ‘Big, Beautiful Bill’ moved 
closer to legislation. After 20.0% (in USD) declines,  from intraday 
highs, the S&P 500 Index recorded its fastest ever recovery. Quite 
remarkable.

The S&P/ASX 200 was led by Information Technology, which 
rose 28.4% as the market sought high beta stocks. Materials 
(-0.7%) and Utilities (+2.6%) and other low beta names lagged. 
Financials gained 15.8% led by CBA, which rose to all time high on 
international demand. Real Estate, including AREITS, rose 13.1% 
on lower interest rate expectations and better international 
demand for Australian assets. Santos rose on a takeover bid, 
however, the current share price only implies a 50% probability of 
success due to FIRB issues. James Hardie announced a US$8.7 
billion acquisition of US decking company AZEK and underperformed 
significantly due to anticipated earnings dilution and corporate 
governance.

The Bloomberg Commodities index declined 3.1%. Gold rose 5.8% as 
a safety trade against economic uncertainty and on central 
bank demand, and Copper and Aluminium followed, rising 3.8% and 
3.3% respectively. Despite heighted volatility due to the Middle East 
conflict, Brent closed the quarter down 9.5% due to OPEC+ 
increasing supply (all in USD). 

Global macro data remained solid despite uncertainty. The JP Morgan 
Global Composite Purchasing Managers Index (PMI) was 51.7 in June, 
relatively flat verses 52.1 in March. The US Federal 
Reserve maintained rates citing increased economic "uncertainty” 
and despite US Core PCE inflation remaining flat at 2.7% in May 
versus March. The futures though are still pricing ~75 of cuts by 2025 
year-end as at 30 June, which is only 15bp less than in March, and 
the US 2-year Treasury yield rallied 16bp. Despite unsettled tariffs, 
China seems to have stabilised their economy, as the CAIXIN PMI 
was 51.3 in June, approximately flat versus March. 

The USD continues to edge lower, down -7.0% for the quarter. As 
previously discussed, investors may be concerned about 1) 
Fiscal concerns around US debt which is exacerbated as foreign 
investors reduce holdings of Treasury bonds, forcing issuances 
at possibly higher rates. 2) Weakening investor confidence due 
to political instability and trade uncertainty; and 3) Rising share of 
alternatives to the USD. 

Australian economic growth remains stable. The Australian Composite 
PMI was 51.6 in June, flat versus March. The Monthly Consumer Price 
Inflation was 2.1% in May, down from 2.4% in February, which 
gave the RBA comfort to ease the cash rate 25bp in May. The futures 
as at 30 June assume another 80bp of cuts in by year-end, which 
is an additional cut versus March expectations. 

 PERFORMANCE
The Fund underperformed by 0.43% over the June month, giving 
back the outperformance we saw in the first quarter of the calendar 
year. The Long book underperformed the market and the Short book 
outperformed the market. In essence, the portfolios were not positioned 
for a bull market. The Long book underperformance was driven by three 
key stocks. Treasury Wine Estates (TWE) fell despite reiterating FY25 
earnings. The global wine market, particularly the US, continues to 
struggle. Financially, TWE has outperformed its global peers, however,

OUTLOOK AND POSITIONING

Macroeconomic risks have been decreasing with a truce in Iran 
brokered, progress made on US trade deals at reasonable tariff levels 
and Trump’s ‘Big, Beautiful Bill’ legislated kicking the ballooning US 
Government debt problem down the road again. US inflation and jobs 
data in May were solid despite all the uncertainty. As such, US 
company EPS revisions were in fact positive in May. As we move 
forward, the worst-case economic scenarios of stagflation or recession 
seem back off the table.

However, some risks remain. US trade deals with China and Canada 
are yet to be settled. The current uncertainty has seen some slowdown 
in capital investment plans in some sectors. The ballooning US 
Government debt still seems a massive problem medium term. The 
threat of tariffs has seen the US Federal Reserve pause its easing 
cycle despite benign inflation. The US S&P500 market is back on an 
expensive 23.2x December 2025 Price/Earnings ratio. 

The potential negative impacts on Australia from the above offshore 
issues now look relatively muted. In fact, Australia has benefited from 
increased investment flows in Banking and in the AREITS. China will 
be a key swing factor. Although a framework for a trade deal has been 
proposed, Beijing’s formal response has been limited. To date, 
stimulus has underwhelmed expectations, and any further support—
particularly in infrastructure or property—will be closely watched. The 
Australian market's current 19.3x June 2025 Price/Earnings ratio has 
expanded but remains relatively attractive versus international markets. 

The Fund is overweight Materials, particularly Aluminium via Alcoa 
and South32 as we see favourable supply / demand dynamics. 
The portfolio is overweight Gold through Newmont and 
Greatland Resources. Gold is favoured as a store of value against 
both inflation and crisis. 

Financials are underweight, via Banks. Banks have re-rated to 35-year 
valuation highs yet have minimal growth outside one-off lower loan 
losses. The portfolio is overweight insurers QBE and IAG as they 
benefit from an ongoing insurance hardening pricing cycle. The 
portfolio holds a (reduced) position in Block on bottom-up fundamentals 
and Macquarie on earnings growth.

The Fund is positioned in selective Industrial stocks with growing 
earnings and attractive valuation. These include Brambles as it 
continues to grow earnings and generate free cashflow, and SGH 
where earnings are supported by a sustained equipment replacement 
cycle.

the stock has continued to de-rate. Penfolds is an iconic brand which 
we believe underwrites the current valuation. While management 
change is afoot, we take solace in a hands-on Chairman in John 
Mullen. IDP Education (IEL) impacted the Fund in the quarter. We 
initiated a small position in IEL earlier this year as we saw UK student 
visa applications inflecting positive. However, the trends dissipated in 
the fourth quarter and combined with poor cost management the 
Company had a sizeable downgrade sending the stock down 61.0% 
for the quarter. We added to our position (currently c. 1.2% of the 
Fund) as believe the stock is oversold. We will need to have more 
conviction in cost-out or witness Visa application growth to increase 
the position from here. Lastly, CBA rallied 22.4% in the quarter and 
our large underweight was a drag on performance. 

The Short book rallied 12.0%, outperforming the market which rose 
9.5%. We had several successful shorts in the quarter, however this 
was outweighed in aggregate by high-beta shorts which rallied 
considerably with the market. We reduced some of the beta in the 
Short book through the period.
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The Fund outperformed by 317bp over the quarter. The Long book 
outperformed the market, falling only slightly in the quarter, whilst the 
Short book fell nearly 10%. Key contributors to the Fund where 

Within the Consumer sectors, the portfolio is overweight A2 Milk, 
Treasury Wine and Qantas. A2 Milk is capitalizing on market disruptions 
to grow market share. Treasury Wine is attractively valued for the 
expected growth in Penfolds as it returns to the Chinese market. Qantas 
continues to enjoy robust domestic demand and pricing power.

Within Healthcare, the portfolio is overweight ResMed as it continues to 
deliver strong earnings growth in a benign competitive environment, and 
Ansell as it delivers earnings growth post a severe Covid-induced 
destocking cycle.

The Fund is underweight Real Estate Investment Trusts where 
earnings growth remains muted, but we see opportunities in both 
Stockland Group and GPT.

Two large holdings for the Fund are Seek and Xero. Seek is a key 
beneficiary of rate cuts domestically, and we have been impressed with 
the recent results of management where cost discipline has been 
introduced. We increased our position in Xero following their acquisition 
of Melio. While the valuation was high, we believe it will accelerate the 
Company’s standing in the US market. The US market remains a key 
source of potential upside for Xero.

ENGAGEMENTS

During the quarter we undertook a total of 17 engagements in which we 
discussed ESG matters, with 14 companies relevant to the strategy. A 
majority of meetings in the quarter were held at the board or executive 
level. The engagements covered a range of issues, with most involving 
multiple ESG matters. Ethical conduct and stakeholder relations was the 
most discussed topic of interest for the team, alongside climate change.     

In the quarter we had a meeting with Qantas Airway’s (QAN) climate 
team. We discussed in detail market developments in sustainable 
aviation fuel (SAF) and the company’s own SAF strategy. For now, 
supply remains overseas although Qantas continues to advocate for the 
establishment of a local SAF industry. It recently reached an important 
milestone by importing a SAF shipment to be blended with jet fuel for 
domestic flights departing from Sydney Airport; it provided an opportunity 
to test logistics and airport infrastructure. We also discussed the 
company’s procurement of carbon credits, both for its Fly Carbon Neutral 
program as well as to meet its own climate commitments and 
compliance obligations. 

Additionally, we had three separate meetings in the quarter with various 
BHP Group (BHP) representatives, including the CEO and the Chair of 
the People and Remuneration Committee (PRC). In our discussion with 
the CEO, we addressed permitting and securing cultural heritage 
approvals in the Pilbara, while our other meetings were more ESG-
focused. With the PRC Chair topics included remuneration, industrial 
relations and the re-unionisation push in the Pilbara, and workplace 
culture, as well as the management of psychosocial safety and sexual 
harassment. It was apparent that Board oversight of people issues is 
very strong and includes a program of site visits and regular reporting.

Disclaimer:This information is prepared by Paradice Investment Management Pty Ltd (ABN 64 090 148 619, AFSL No. 224158) (Paradice, we or us). This material 
is not intended to constitute advertising or advice (including legal, tax or investment advice) of any kind. These materials are not to be distributed and must not 
be copied, reproduced, published, disclosed or passed to any other person at any time without the prior written consent of Paradice. Equity Trustees Limited (ABN 46 004 031 
298, AFSL No. 240975) (Equity Trustees) is the responsible entity of, and issuer of units in, the Paradice Equity Alpha Plus Fund (ARSN 631 044 678) (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). In deciding whether to 
acquire, or to continue to hold, units in the Fund please read the current product disclosure statement available from Paradice. We encourage you to think of investing as a 
long-term pursuit. In preparing this information, we have not considered your investment objectives, financial situation or needs and therefore the Fund may not be suitable for 
you. You should have regard to your own individual objectives, financial situation and needs and, if necessary, seek independent professional advice before you make any 
investment decision. Neither Paradice, Equity Trustees, nor any of their respective related parties, directors or employees, make any representation or warranty as to the 
accuracy, completeness, reasonableness or reliability of the information contained in this publication or accept liability or responsibility for any losses, whether direct, indirect or 
consequential, relating to, or arising from, the use or reliance on any part of this material. Any rates of return, forecasts or estimates contained in this publication are not 
guaranteed. The content of this publication is current as at the date of its publication and is subject to change at any time. It does not reflect any events or changes in 
circumstances occurring after the date of publication. Unless stated otherwise, there are no material changes to the Funds risk profile, strategy, key service providers or to the 
individuals playing a key role in investment decisions for the Fund. The method of calculating net asset value can be obtained by emailing 
distribution@paradice.com. The Target Market Determination (TMD) for the Fund is available here. A TMD describes who this financial product is likely to be appropriate 
for (i.e. the target market), and any conditions around how it can be distributed to investors.

https://paradice.com/au/wp-content/uploads/Paradice-Equity-Alpha-Plus-Fund-PDS-FINAL.pdf
https://swift.zeidlerlegalservices.com/tmds/ETL8096AU



