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Australian Foundation Investment Company Limited and its subsidiary AICS (AFSL 303209), their 
related entities and each of their respective directors, officers and agents (together the Disclosers) 
have prepared the information contained in these materials in good faith. However, no warranty 
(express or implied) is made as to the accuracy, completeness or reliability of any statements, estimates 
or opinions or other information contained in these materials (any of which may change without notice) 
and to the maximum extent permitted by law, the Disclosers disclaim all liability and responsibility 
(including, without limitation, any liability arising from fault or negligence on the part of any or all of the 
Disclosers) for any direct or indirect loss or damage which may be suffered by any recipient through 
relying on anything contained in or omitted from these materials.

This information has been prepared and provided by AICS. To the extent that it includes any financial 
product advice, the advice is of a general nature only and does not take into account any individual’s 
objectives, financial situation or particular needs. Before making an investment decision an individual 
should assess whether it meets their own needs and consult a financial advisor.

Disclaimer
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Agenda

• Interim Result – Andrew Porter 

• Investment Process – Mark Freeman

• Markets and the Portfolio – David Grace and Nga Lucas 

• Outlook – David Grace 
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Interim Result
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Interim Result Summary – 6 months to 31 December 2021 

* Assumes a shareholder can take full advantage of the franking credits.
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AFIC’s share price relative to the NTA - 31 December 2021
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Objectives and the Investment 
Process
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Objectives

AFIC’s investment focus is on a diversified portfolio of Australian equities, 
seeking to provide attractive income and capital growth to shareholders 
over the medium to long term. 

This is achieved at a low cost, with lower volatility than the market, and 
with low portfolio turnover which produces tax effective outcomes for 
shareholders.
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Our investment process – how we assess quality

Uniqueness of Assets

Long-term Sustainability

Independence

People

Earnings Consistency

Financial Strength

Competitive landscape, leadership position, can the assets be replicated 

Barriers to entry, sustainability of competitive advantage, track record of new entrants, 
threat of substitution

Pricing power, bargaining power of suppliers, government interference, exposure to 
commodity cycles

Owner/driver model, insider buying/selling, track record, remuneration incentives, 
corporate governance

Volatility and quality of earnings, cash flow analysis

Balance sheet gearing, structure of the debt book, dividend policy, ability to invest for 
future growth
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Long term investor in companies, not traders of share prices

Identify quality companies with sound growth prospects that we can buy at a reasonable price 

This supports our belief in the power of compounding returns from great businesses

Our research process is built on observing the key characteristics of a company that our experience 
indicates will produce strong investment returns 

Our investment process – focus on long term quality
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ESG is integrated into our investment framework

o Assessment of ESG risk factors is an important part of our investment process as the 
sustainability of a business is a key input in our assessment of a company. 

o As a long-term investor, we seek to invest in companies that have strong governance and risk 
management processes, which includes consideration of environmental and social risks. 

o We regularly review companies to ensure ongoing alignment with our investment framework.

o We conduct our own evaluation of the merits of any shareholder resolution and take input from 
proxy advisors.

o We vote on all company resolutions as part of our regular engagement with companies.
o We actively engage with companies when we have concerns those resolutions are not aligned 

with shareholders’ interests.

Engagement with companies

Approach to Environmental, Social and Governance (ESG) factors

Voting on resolutions is one of the key functions that a shareholder has in ensuring better long-
term returns and management of investment risk:
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Markets and The Portfolio
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Long term value in the context of recent market moves

Source: FactSet Source: FactSet

Price to Book -
S&P/ASX 200 Index

Price to Sales -
S&P/ASX 200 Index
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Market and key sector performance* - Year to 31 December 2021

*includes dividends but not franking
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Source: Mercer Investment Performance Survey of Wholesale-Equity – Australia. Note AFIC’s return is after tax paid and 
costs. The universe for Wholesale-Equity – Australia returns are before tax and after fees 

Over the 5-year period to 31 December 2021 AFIC has a higher 
portfolio return with less volatility than the S&P/ASX 200 Index 
(both exclude franking)

Note AFIC share price returns have a significantly lower volatility (beta 
and standard deviation) than the Index.

Portfolio performance, including franking
- per annum returns to 31 December 2021

Portfolio performance metrics
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Transurban Limited
• Transurban owns a high quality, diversified toll road portfolio
• Good track record of capital allocation by management driving strong long term FCF growth
• Solid balance sheet, gearing high but before contribution from funded growth projects
• Sydney and Melbourne lockdowns temporary impact on traffic and DPS, expect FY23 recovery
• The cost blowout issue at the West Gate Tunnel project now resolved
• Attractive pipeline of potential opportunities
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CSL Limited

• Leading global bio-tech company specialising in 
the treatment of rare diseases and influenza.

• Has consistently delivered a high return on 
capital. The company has a long and successful 
track record of capital allocation driving 
shareholder returns.

• Significant investment in Research and 
Development being 10%-11% of global sales.

• Recent acquisition of Vifor Pharma, a new growth 
area treating kidney disease and iron therapy.

Source: CSL
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Portfolio Update - Recent Transactions

New
PurchasesSales Trimmed

Additions to 
existing holdings

(Nursery stock)
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Top 30 holdings – 31 December 2021

Rank Company % of Portfolio
1 Commonwealth Bank of Australia 8.4%
2 CSL 7.1%
3 BHP 6.1%
4 Macquarie Group 4.8%
5 Wesfarmers 4.6%
6 Transurban Group 4.2%
7 Westpac Banking Corporation 3.5%
8 National Australia Bank 3.4%
9 Mainfreight 3.1%
10 James Hardie Industries* 2.8%

Total Portfolio 60 Holdings

* Options were outstanding against part of the holding.
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Top 30 holdings – 31 December 2021 continued

Rank Company % of Portfolio
11 Woolworths Group 2.6%
12 Australia and New Zealand Banking Group 2.5%
13 Telstra Corporation* 2.4%
14 Sydney Airport 2.3%
15 Goodman Group 2.2%
16 Reece 2.1%
17 Amcor 2.0%
18 Rio Tinto 2.0%
19 ARB Corporation 1.8%
20 Sonic Healthcare 1.8%

Total Portfolio 60 Holdings

* Options were outstanding against part of the holding.
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Top 30 holdings – 31 December 2021 continued

Rank Company % of Portfolio
21 Coles Group 1.7%
22 ResMed 1.6%
23 Carsales.com 1.6%
24 Ramsay Health Care 1.4%
25 ASX 1.4%
26 Fisher & Paykel Healthcare 1.3%
27 Xero 1.2%
28 Seek 1.2%
29 IRESS 1.1%
30 NEXTDC 1.1%

Total Portfolio 60 Holdings
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Closing Comments
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Outlook 

Cost inflation and the likely end of the rate easing cycle is providing a 
near term headwind for equity valuations. This is evident in some of 
our high quality companies that were trading at high valuations. 

The outlook for company dividends remains positive.

Despite short term volatility, holding a diversified portfolio of quality companies 
remains appropriate to deliver our long term investment objectives. 

However, quality companies remain best positioned to continue delivering 
earnings growth in the current uncertain environment. 
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International Portfolio – 31 December 2021

Additional investments and portfolio returns has seen investment rise to 
$72 million (70bps of total portfolio).

Portfolio holdings in 41 companies.

Performance is encouraging.

Applying the AFIC way of investing to International companies.

Looking to build a consistent track record.
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Questions
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