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Key features 

This fund was one of Australia’s first long/short equity funds•	

It uses a range of innovative investment techniques to enhance returns for investors•	

The fund has a long term track record exceeding its stated investment objective•	

The fund is supported by a large investment team focused on bottom up, proprietary stock analysis•	



What is short selling? 

The practice of selling borrowed stocks •	
in the view that the stock price will soon 
fall, allowing the short seller to buy it back 
later for a profit

The stock is ‘borrowed’ from a prime •	
broker, with an agreement to purchase 
the stock back at a later date

Factors considered in 
implementing short sales? 

Type of short position

Flawed or funding? Strategic or tactical?•	

Stock specific or pairs trading?•	

Identifiable catalysts for •	
underperformance?

Risk management

Liquidity/free float/register structure•	

M&A/takeover risk•	

Level of short interest/recall risk•	

Actively managing position size - stock •	
limits/limit loss

Asymmetric risk – requires disciplined •	
approach

Other considerations

Borrow cost, lender domicile, dividends•	

The High Growth Shares Fund employs three underlying strategies:

Short selling

Proceeds from short selling transactions are typically used to enhance the fund’s 
long positions.

Liquidity is a key factor in identifying a potential stock for a short position. Although 
there are no portfolio guidelines dictating precise levels, the majority of short 
positions are taken in stocks in the ASX 100, enabling the portfolio managers to 
move in/out of positions easily and quickly as required.

Enhanced long positions

Refers to the fund’s largest overweights, generally held in those stocks trading at a 
significant discount to the analysts’ valuation.

While the enhanced long positions are broadly consistent with the expected return 
ratings produced by the analysts, the portfolio managers retain ultimate discretion 
over stock selection and portfolio construction.

Active and opportunistic trading

A range of other strategies incorporate elements of the two strategies mentioned 
above and other ideas generated by the portfolio managers. These include active 
trading, pairs trading and other opportunistic trading to benefit from short term 
opportunities.

Active trading includes trading in stocks where the fund has held a range of 
different positions over a relatively short period of time, with a view to fully 
exploiting all available opportunities to add value as circumstances change.

Active trading may also involve simply managing an overweight or other position 
held - adding to or reducing the position to benefit from smaller movements in the 
share price.

Pairs trading is undertaken with a view to favouring one stock in an industry or 
sector over another, without affecting the portfolio’s overall exposure to that sector. 
For example: an overweight position in ‘Stock A’ balanced by a corresponding short 
position in ‘Stock B’ which is in the same sector or has similar characteristics.

The Aviva Investors High Growth Shares Fund aims to enhance returns for investors 
though a range of innovative investment strategies such as enhanced long positions, 
short selling and active trading
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 Traditional investing: zero holding
 High Growth Shares investing: short sell 

High Growth Shares investing: actively trade

High Growth Shares investing: enhanced long
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



Investment objective and strategy

The fund’s objective is to outperform the S&P/ASX 200 Accumulation Index by 5% p.a. over 
a rolling five year period.

The fund can hold short positions in shares totalling up to 25% of the value of the fund’s 
net assets. The fund can use the proceeds from short selling to make additional investments 
in other shares up to 25% of the value of the fund’s net assets (enhanced long positions) 
enabling the fund to have a gross market exposure up to a maximum of 150%.

Investment process 

Our equities analysts undertake systematic bottom-up research, focusing on eight factors 
we believe drive company valuations over the longer term:

Earnings•	

Returns•	

Management•	

ESG•	

Industry structure•	

Balance sheet•	

Competitive advantage•	

Cash flow generation•	

As an outcome of our research effort, analysts produce an absolute valuation and a 
12-month price target for each stock. The valuation is calculated using a standardised 
methodology and provides the analyst with a reference point. The target price represents 
Aviva Investors’ best estimate of the value to which we expect the share price to move 
towards over the next 12 months.

Portfolio construction

Risk management

Diversified portfolio: typically 50 - 70 stocks (including shorts)•	

Stock limits:  +/- 7% if index weight < 5% and +/- 10% if index weight > than 5%•	

Using the fund

The fund is a 125/25 style long/short Australian equities fund. As such the fund will generally 
sit within the growth assets component of an investor’s portfolio. The fund is suitable for 
higher risk profile investors seeking capital growth with a five year plus time horizon.

The High Growth Shares has consistently provided investors with strong returns. Since its 
inception in 1999, the fund has provided an absolute return to investors of 260% (net of 
fees) compared to the index return of 135%.

Fund details

Inception date:
7 December 1999

Fund size at 30 April 2010:
$1.3b

Benchmark:
S&P/ASX 200 Accumulation Index

Investment timeframe:
At least 5 years

Relative Risk:
High - Very High

Relative Return:
High - Very High

Minimum Investment:
$20,000

Minimum additional investment:
$5,000

Distribution:
Quarterly

Entry fee:
Nil

Exit fee:
Nil

Management fee:
1.05% p.a.

Performance fee:
20% of performance above the 
benchmark plus 5%

Availability:
All major platforms

Ratings:
Lonsec* - Highly Recommended
S&P** - Four StarsStock Analysis = Research, analysis, valuation

Portfolio Manager + Analyst discuss
Conviction of idea Risks High/low probabilities

Portfolio Construction
Product guidelines; Tracking error target Contribution to risk; Sector Weights
Liquidity / Market Impact Cash Availability / other buy / sell ideas

HGSF Portfolio



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. 
Please note that in all charts on page 2 of this document are gross of all management fees. 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 Premier Fixed Income Fund ARSN 090 827 311. 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 June 2009) 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

Key responsibilities: Richard is the Portfolio Manager of both the High Growth Shares Fund and 
Long/Short Equity Fund. He is also responsible for researching the Diversified Financials sector. 

Years with the group: 10 
Years of industry experience: 15

Previous roles: Richard was an Equities Dealer for AMP Asset Management for three years before 
he joined the company. He had previously worked as a Performance Analyst and Equities Dealer with 
Prudential Fund Managers. 

Qualifications: B.Ec. (Macq), F Fin

Portfolio Managers

Richard Dixon 
Senior Investment 
Manager 

For further information, please contact:

Client Services team on 1800 671 849•	
investorservices.au@avivainvestors.com•	
visiting www.avivainvestors.com.au•	

Key responsibilities: Michael is Deputy Portfolio Manager of the High Growth Shares Fund, Long/
Short Equity Fund and Listed Property Fund. He is also responsible for researching stocks in the Food, 
Beverages & Tobacco and Materials (ex-Metals & Mining) sectors.

Years with the group: 4
Years of industry experience: 23

Previous roles: Michael previously worked for ABN AMRO in a Research Sales and Account 
Management role. Prior to this, Michael was a Senior Analyst with Merrill Lynch from 1994 – 2001. 
During his time with Merrill Lynch, Michael was a rated analyst in the building materials and basic 
industry sectors and was a rated member of the small company’s team in 1994 and 1995.

Qualifications:  B.Ec. (UQ), F Fin

Michael Brown 
Investment Manager


