
Aviva Investors Australian Equities Fund

January 2010

Key features 

Aviva Investors benefits from a large, well resourced and experienced investment team•	

This size allows Aviva Investors to undertake proprietary company research across its investment universe and •	
uncover the hidden gems left behind by others

We have a proven long term track record of adding value for investors•	

The fund provides core Australian equities exposure •	



Our style neutral and selectively contrarian approach allows us to select stocks that have turned around 

and that exhibit improving fundamentals. This means our focus remains on picking the best stocks across 

the market cycle, not just when the stars align. This approach can add value in all market conditions 

which is highlighted  by the fund’s long-term track record of outperformance.

Love
Symptoms

No sells, all buys in analyst land
Trading above historical valuation 
parameters
High growth forecast for long periods 
(at higher rates than historical)
Multi year outperformer
Management viewed as gurus

Investment action
Sell or watch for signs to reduce
Good news is fully factored into the 
price

Hate
Symptoms

Universal negativity, belief problems 
are permanent 
Bad press
Management disliked and considered 
incompetent
Share price gets sold down on any 
news, good or bad
Analysts forecasts assume no 
improvement ever
Multi year underperformer

Investment action
Bad news overly factored into the 
share price
Buy

Losing love
Symptoms

Unexpected problems
Stock fails to rally on good news
Starts to underperform
Previously bullish analysts reduce 
recommendations to hold at lower prices 
than they had buys
Widespread belief the problem is 
temporary or nothing to worry about

Investment action
Avoid

Reducing hate /
emerging like
Symptoms

Price stops falling on bad news, or 
rallied sharply on good news
Investigation reveals things are not as 
bad as forecasts suggest
Sells moderated to holds
Price unexpectedly starts to perform 
well

Investment action
Accumulate

At the top of the investment cycle ‘Love’ stocks are the market 
darlings. These stocks have had good growth for a period of time 
and have performed well from a share price perspective. They 
generally have a buy recommendation from sell side analysts 
and management are well respected by the market. Good news 
is fully factored into the share price and peak cycle earnings 
are extrapolated out to justify current prices. From here any 
unexpected problems see the stock quickly transition to ‘Losing 
love’.

These stock fail to rally on good news and sell side analysts begin 
winding back recommendations and earnings expectations as the 
share price is falling. Many believe the problems are temporary and 
there is nothing to worry about.

When problems persist everyone is universally negative, believing 
the problems are permanent and the share price is sold down on 
good news or bad news. The stock is ‘Hated’ and management are 
viewed as incompetent. The stock underperforms and becomes 
neglected.

It is not until the share price stops falling on good news and 
potential investors revisit the assumptions they have made about 
the stock that ‘emerging like’ becomes the dominant feature.

Growth managers generally prefer to buy ‘Love’. They focus on 
stocks with high earnings and potential for earnings growth but are 
not overly concerned with the price they pay in terms of earnings 
multiple. The risk is that they hold on to stocks through the ‘Losing 
love’ phase.

Value managers operate at the other end of the chart. They buy 
stocks that appear cheap on multiples which they believe are about 
to turn around or have just turned around, generally holding for 
the earnings upgrade and multiple expansion. Unfortunately these 
stocks are often cheap for a very good reason and become ‘value 
traps’.

Portfolio Manager Glenn Hart’s view on the Earnings Lifecycle for stocks and how 
the Aviva Investors Australian Equities Fund invests throughout this cycle

The Investment Lifecycle



Objective S&P/ASX 200 Acumulation Index +3% p.a. (rolling 5 year periods)

Stocks Between 30-50

Maximum Security 
Weights

Maximum overweight 5% per stock around Benchmark

Tracking error Up to 4% p.a. (ex ante) over rolling 5 year period

Cash holding 0-10%

Investment Philosophy

At Aviva Investors we believe that equity markets are efficient in the long term, but that 
inefficiencies exist in the short term and that share prices eventually reflect the net present 
value of future cash flows. Inefficiencies occur due to a range of factors including irrational 
investor behaviour that can be exploited through bottom-up stock research and a disciplined 
approach to portfolio construction.

Investment process

The research effort is at the core of our investment process. Our research effort is heavily 
focussed on in-house proprietary research and is aligned with our investment philosophy. 
As such we look to provide resources where we believe opportunity exists. As proprietary 
research is at the core of our process, Aviva Investors has invested into a large, experienced 
and diversified investment team.

Our research effort extends to all large capitalisation stocks. Additionally, stocks outside the 
largest 100 listed companies may be covered by our small companies team.

Our modelling is proprietary, and utilises a standard valuation model template with certain 
standardised valuation variables. These are:

equity risk premium•	

stock beta•	

risk free rate•	

terminal growth rate•	

Portfolio Construction 

Our aim is to construct a portfolio of undervalued securities within a risk controlled 
framework. Determination of active portfolio weights requires experience and judgment 
based on the analysis of:

expected return•	

fundamental risk•	

stock liquidity•	

correlated risks within the portfolio•	

ESG

We believe that ESG issues are a key source of business risk to a company’s operating 
model, yet remain almost entirely outside the view of the market. By applying a disciplined 
and systematic approach to the measurement of these risks, we believe we can better 
understand these risks and hence effectively and profitably manage them.

Using this fund 

As a core, long only, Australian equity product the fund will generally sit within the growth 
assets component of a balanced portfolio. Given its strong risk awareness, the fund can be 
used on a stand alone basis, however, the style neutral investment philosophy also makes it 
suitable to blend with both growth and value managers.

Aviva Investors’ stock picking approach, combined with detailed proprietary 
bottom-up company research, allows us to add value across the market cycle

Fund details

Inception date:
3 July 1995

Fund size at 31 December 2009:
$126.4m

Benchmark:
S&P/ASX 200 Accumulation Index

Investment timeframe:
At least 5 years

Relative Risk:
High

Relative Return:
High

Minimum Investment:
$20,000

Minimum additional investment:
$5,000

Distribution:
Quarterly

Entry fee:
Nil

Exit fee:
Nil

Management fee:
0.87% p.a

Availability:
BT Wrap, Asgard, Colonial First Wrap

Ratings:
Lonsec* – Recommended
S&P - Three Stars**



Important information

The information provided is of a general nature and has been prepared without taking account of your individual investment objectives, financial 
situation or particular investment needs. It is not intended as financial advice to retail clients. Before making an investment decision, you should 
consider the appropriateness of the information, having regard to your objectives, financial situation and needs. We recommend you consult with 
your financial adviser, who can help you determine how best to achieve your financial goals and whether investing in a fund is appropriate for you. 
Investment in the Aviva Investors Investment Funds will only be made upon receipt of a completed application form from the current PDS, a copy of 
which can be obtained from Aviva Investors. Aviva Investors Australian Equities Fund ARSN 090 827 802. Aviva Investors Limited ABN 85 066 081 
114 Level 28 Freshwater Place, 2 Southbank Boulevard, Southbank VIC 3006 GPO Box 2007s, Melbourne 3001 

Telephone: (03) 9220 0300 Facsimile: (03) 9220 0333 Email: investorservices.au@avivainvestors.com 

A member of the Aviva plc group. 
Website: www.avivainvestors.com.au

* The Lonsec Limited (“Lonsec”) ABN 56 061 751 102 rating (assigned January 2010) presented in this document is limited to “General Advice” and based solely on 
consideration of the investment merits of the financial product(s). It is not a recommendation to purchase, sell or hold the relevant product(s), and you should seek 
independent financial advice before investing in this product(s). The rating is subject to change without notice and Lonsec assumes no obligation to update this document 
following publication. Lonsec receives a fee from the fund manager for rating the product(s) using comprehensive and objective criteria.

** To the extent that any ratings, opinions or other information of Standard & Poor’s Information Services (Australia) Pty Ltd (ABN: 17 096 167 556, Australian Financial 
Services Licence Number: 258896) (“Standard & Poor’s”) constitutes general advice, this advice has been prepared by Standard & Poor’s without taking into account 
any particular person’s financial or investment objectives, financial situation or needs. Before acting on any advice, any person using the advice should consider its 
appropriateness having regard to their own or their clients’ objectives, financial situation and needs. You should obtain a Product Disclosure Statement relating to the 
product and consider the statement before making any decision or recommendation about whether to acquire the product. Past performance is not a reliable indicator 
of future performance. Ratings can change or cease at any time and should not be relied upon without referring to the meaning of the rating. For more information 
regarding ratings please call S&P Customer Service on 1300 792 553 and also refer to Standard & Poor’s Financial Services Guide at www.fundsinsights.com. Each analytic 
product or service of Standard & Poor’s is based on information received by the analytic group responsible for such product or service. “S&P” and “Standard & Poor’s” are 
trademarks of The McGraw-Hill Companies, Inc.

© 2010 Standard & Poor’s Information Services (Australia) Pty Limited

Portfolio Manager

For further information, please contact:
Investor Services team on 1800 671 849•	
investorservices.au@avivainvestors.com•	

Key responsibilities: Glenn is responsible for leading the Australian Equities team and is the Portfolio 
Manager of Dividend Builder and the Australian Equities Fund. He is also a member of the Executive team.

Years with the group: 12
Years of industry experience: 23

Previous roles: Glenn joined the company following the merger with CGU Insurance’s investment 
operations, where he was Manager of Equities. Before CGU, Glenn held positions at Structured Asset 
Management and JBWere Asset Management.

Qualifications: B.Com (Melb), F Fin, Member CPA Australia

Glenn Hart 
Head of Equities


