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Dear Investors, 
After a very strong August, which we suspect exaggerated the 
Fund portfolio’s performance, returns moderated in 
September. For the September quarter the Fund 
underperformed the MSCI World Index (AUD) by 83bps 
after fees. During the quarter the Fund’s average employed 
protection was 72% of the NAV.  
 
All attention has turned to higher interest rates and the 
effects on the economy and thus risk assets. Overtures that 
the US economy will not be able to withstand higher rates is 
fuelling the bears and growth stocks have underperformed 
value names. The greater concern is of a looming recession, 
which we do not feel is appropriate given strong corporate 
profits and the health of the US consumer. Investor’s 
memory is clearly very short, prior to the GFC, interest rates 
were significantly higher and GDP was in an around current 
levels and the US economy continued to grow nicely. So why 

can’t higher rates combined with solid GDP growth coexist 
without calls for a recession or a significant economic slow 
down.? 
We think they can. Of recent, investors aren't used to higher 
real rates coupled with a growing economy. A kind of Baader
-Meinhof phenomenon is appearing, where suddenly every 
one is talking about higher rates leading to a recession. The 
chart above shows US real interest rates and the S&P 500. 

Investors have had the benevolence of Fed to thank for 
cheap money. With that dissipating, investor fright the 
world will end, and many Nostradamus wannabes calling 
for large falls in asset prices. We believe things will not be 
as easy for investors and corporates as higher equity premia 

eats into expected returns. Idiosyncratic risk should play a 
much more important role hereon in. Investing in 
companies that have less sensitivity to higher rates and are 
undergoing secular shifts will continue to deliver free cash 
flow growth and be rewarded duly. However, we do expect 
multiples to fall as we have witnessed from the start of the 
year. That is, earnings will grow faster than share price. So 
as a broad example, if PE’s were to fall from 17x by 10% to 
15.3x and EPS growth is 20% then we can eke out a 8% gain 
in prices., which is a normalised type of return. Pretty much 
what we have seen in 2018 i.e. PE contraction.  
US investor sentiment is in bearish territory and any or all 
of the following could kick start a change from the current  
posture: 

• The Fed intimates a slight change in its hawkish stance 

• Buffet calls the market cheap and to be greedy when 
others are fearful. 
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Highlights 
 
Summer rally comes to an end 
 
US Interest Rate Concerns  
 
Corporate Profits forecast to be robust 
 
Alcohol Beverage Trends -  Cannabis 

Performance (net of 
fees) 

3m SI 6m 

Wenlock Global Fund  +6.37% +27.27% +14.49% 

MSCI World Net Total 
Return (AUD) 

+7.20% +23.76% +13.29% 



• M&A begins to pick up with assets cheaper. 
• Budget deficit repair. 
• Trade war tension improving or the market gets used to 

higher tariffs.  
• Mid terms restricting Trump and gains chance of second 

term 
The list is clearly not exhaustive and given the moves in 
some parts of the market, we do not think it will take much 
to reverse the trend. Although not entirely our view, we are 
cognisant that if the global economy weakens the US will 
also suffer. To that end, our protection strategy will help 
mitigate any falls in asset prices.  One thing we avoid doing is 
making bold predictions with timeline certainty.  
 
Portfolio Review 
During the period we took the opportunity to reduce some 
of our strong performers and initiate new positions in 
companies that had reached our intrinsic prices. We have 
been gradually increasing our exposure to the Healthcare 
sector.  
We exited positions in Cloudera, Pagseguro, JNJ, Cognex, 
Richemont, Novo Nordisk and Kion Group. 
We initiated new positions including LVMH, Activision 
Mattel, Lonza and Abbot Labs. 
 
LVMH 
A name we have been watching for a while, came into buying 
range after a period of weakness driven by China trade war 
issues. We are of the belief that the Chinese consumer 
appetite for luxury will not abate. The one child policy 
creates to a greater propensity for demand in luxury goods 
than one would expect, ie 4 grandparents per grandchild.  
This, we think investors are underappreciating.  
 

✔ ✔ Operating and Free Cash Flow Growth -  >+12% 

✔ ✔ CFROI/ROIC double digit and growing -  >+20% 

✔ ✔ Attractive Free Cash Flow Yield  - 5% 

✔ ✔ Disciplined Capital Allocation Policy—Div Yield 2.5% 

✔ ✔ Long term secular tailwinds - Wealth Effect 
 
Activision Blizzard 
Our inclination for secular trends had identified the 
Generation Z population but finding investment ideas that fit 
our investment process has been challenging. However, we 
had been watching companies like Electronic Arts and 
Activision Blizzard. Both are high free cash flow and  CFROI 
producers. The opportunity presented itself when the value 
of Activision came into our intrinsic value range during the 
quarter. Our preference for Activision is predicated on it 
owning a library of content unlike EA, which licenses 
content. There are pros and cons  in licensing  content, 

however we felt that owning content provided greater value 
further into the future.  
 

  ✔ Operating and Free Cash Flow Growth -  >+19% 

  ✔ CFROI/ROIC double digit and growing -  >+15% 

  ✔ Attractive Free Cash Flow Yield  - 4.7% 

✔ ✔ Disciplined Capital Allocation Policy  - Progressive 

✔ ✔ Long term secular tailwinds - Gen Z 
 
Mattel 
On the heels of looking for exposure to Gen Z secular 
trends, Mattel screened well for those characteristics 
however it was reeling from mismanagement and poor 
execution as well as issues at Toys R US. We usually avoid 
turnaround stories as they are difficult to time and to 
predict outcomes. With these concerns we contacted the 
company to arrange a series of calls to address our worries 
notwithstanding the fact its end markets were growing and 
its competition was streets ahead.  Much like our 
preference for Activision over EA, Mattel owns much of its 
content. For years the content had been mismanaged under 
its previous CEO’s. With the new CEO, Ynon Kreiz, the 
company is transforming itself into an IP company. Which 
we believe will considerably enhance its CFROI profile for 
the next 10 years. It is losing its heavy cost base and 
reviving content that has been gathering dust, think He-
Man and Skeletor. There is a long road to repair but we feel 
that there is plenty of upside given our experience with the 
likes of WWE, where IP was mismanaged and eventually 
the business improved.  
 

  ✔ Operating and Free Cash Flow Growth -  >+25% 

  ✔ CFROI/ROIC double digit and growing -  >+16% 

  ✔ Attractive Free Cash Flow Yield  - >6% 

✔ ✔ Disciplined Capital Allocation Policy  - Progressive 

✔ ✔ Long term secular tailwinds - Gen Z 
 
Lonza 
A Swiss based pharmaceuticals supplier of ingredients, the 
company has managed to pull through a tough period 
where Indian and Chinese companies undercut their 
products. After the FDA punished the Asian suppliers for 
poor practices, Lonza returned to its position as the leading 
supplier of ingredients. The world of pharmaceuticals is 
now entering its next phase whereby drugs are being built 
with a greater deal of complexity and the science goes 
beyond basic chemical reactions. Developments in 
biopharmaceuticals are being shaped and drugs are being 
synthesised with the use of living organisms. This makes 
the whole process of drug development complicated and 
requires a great deal of financial resources. For the first 
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time the Pharma industry has embraced outsourcing and a 
greater portion of drug development is given third parties. 
Lonza is effectively an CDMO, Contract Development 
Manufacture Organisation where they provide some of the 
key ingredients for the latest complex drugs.    
 

  ✔ Operating and Free Cash Flow Growth -  > +12% 

  ✔ CFROI/ROIC double digit and growing -  >+12% 

  ✔ Attractive Free Cash Flow Yield  - 4% 

✔ ✔ Disciplined Capital Allocation Policy  - Progressive 

✔ ✔ Long term secular tailwinds - Healthcare 
 
Abbot Labs 
Over 130 years old and 376 consecutive quarterly dividends 
since 1924, Abbot Labs, post its separation from Abbvie, is 
the leader in innovative medical devices. With a good diverse 
balance of products and geographic mix. Leader in areas such 
as Heart Rhythm Management, Neuromodulation for 
chronic pain and movement disorder and Diabetes Care for 
its glucose monitoring devices. Its pharma business is a 
leader in its respective markets such as India and South 
America.   
Abbot has grown organically and via M&A cemented some 
of its niche positions as either a #1 or #2 player in each of its 
segments.   
 

  ✔ Operating and Free Cash Flow Growth -  > +25% 

  ✔ CFROI/ROIC double digit and growing -  >+20% 

  ✔ Attractive Free Cash Flow Yield  - 4.9% 

✔ ✔ Disciplined Capital Allocation Policy  - Progressive 

✔ ✔ Long term secular tailwinds - Healthcare 
 
Protection 
During the period we employed protection for c70% of the 
Fund’s NAV. We feel comfortable about the level of 
protection given some of the uncertainties in the market.  
 
 
Your investment over the past year – The year that was 

Immensely Enjoyable and Rewarding are the words that 
succinctly summarise the past 12 months. As many of you 
know, we thoroughly enjoy waking up each day (or in the 
middle of the night) to analyse the events that shape the 
outlook of the investments held in the Fund. Waking up each 
day is the only impetus we require to do our job, why? For us 
it about learning and each day we learn something new. We 
can’t stress the amount of satisfaction we receive from just 
learning each and every day. We are grateful for the 
opportunity to do what we enjoy. We approach the 
challenges faced each day as an intellectual battle between us 

and the markets, testing our conviction and our 
assumptions and as Terry Smith often mentions, ‘it is hard 
to do nothing’ despite the emotional gravity to do the 
opposite. More often those challenges are just simply noise, 
which have their fleeting moment. Those that are more 
fundamental in nature certainly challenge our cerebral 
faculties.  

Notwithstanding a satisfactory return over the 12 months 
(21.1%, net of fees), there were two moments during the 
first 12 months of the Fund that tested our frontal lobe and 
our psychological standing.  

• The first occurred in the initial setting of the 
portfolio. We had been running a shadow portfolio 
prior to the actual launch of the Fund which in 
hindsight probably required a little refresh. It had 
faired well for the previous 12 -18 months. We were 
guilty of the classic fund manager dilemma, not 
pulling the trigger fast enough in selling down 
outperformers. This resulted in underperformance 
during November and December, as gains were 
given up during the two months.   

• The second began in early part of 2018 when 
markets decided the strong run since December was 
too fast and too soon. Resulting is the largest ever 
points drop (1175 by the close and 1600 intraday) in 
the Dow Jones Index and the highest ever spike in 
volatility (+115%) for the S&P500 Index. Throughout 
January we became cognisant that we needed to 
increase our protection given the relentless rally we 
had seen over such a short period of time. We 
understood that the cost to protect the portfolio 
might increase on an annualised basis, but we were 
certain it needed to be done. On 10 January, after 
careful consideration we increased protection buying 
insurance against the Nasdaq 100 index. The 
rationale for using this index was simple, the rally 
was led by the FANG’s and were likely to fall by 
them. We always look to understand our downside 
risk in any scenario and thus it provided an 
asymmetric profile. Implied volatility was low, and 
the protection was relatively inexpensive at 2.6% pa 
to protect 100% of the portfolio.  

As markets reacted violently implied volatility increased 
significant as markets fell and the protection did its job. 
The table below shows how the fund reacted during this 
period.  
Despite being only a minor fall, one can only envisage the 
outcome had the markets continued to move lower.  
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Protecting the Portfolio 

Investors often ask us ‘when would you crystallise the gains 
from the protection in place? A process that we believe is 
simple and addresses this issue. It involves assessing the 
market conditions surrounding the market fall and whether it 
is systemic or not. In the case it is systemic we use the 1/3rd  by 
3 or 100% rule.  

• 1/3rd of the protection is realised in 3 tranches when the 
protection has a sufficient contribution to the NAV. The 
subsequent realisations are based on triggers such as the 
% fall relative to the strike of the options and whether 
we feel the markets may have capitulated. Either way it 
ensures as markets falls the Fund crystallises its 
protection.  

• 100% is realised in events where markets fall without 
due reason or cause, e.g. flash crashes or events like Oct 
1987. Or within the 1/3rd rule, where we decided the 
risks outweigh the rewards. For example, if suddenly 
after a 20-30% fall in markets central banks decided to 
prop up the economy.  

Where there is no or little systemic risk we would tend to 
maintain the protection unless of course it becomes systemic.  

Importantly, we maintained the portfolio protection between 
70-80% range throughout the past year and it helped protect 
the fund during the volatility in the early part of 2018. We also 
took the opportunity to protect some individual positions 
which had run up significantly in the approach to quarterly 
earnings releases at negligible costs. These were for holdings in 
TripAdvisor, Ulta Beauty, Square and Nvidia. We maintain 
that investments that have generated outsized returns over a 
short period of time will be hedged during volatile periods 
(earnings seasons) to ensure we protect those gains. Or the 
position is reduced in size. This was the case for many of those 
names.  In fact, in the case of Square, which has grown over 
200% in the past 12 months we had been active in taking 
profits. Although some may suggest that as an error, we took a 
somewhat prudent approach to managing the risk.   

The cost to protect the portfolio is a drag on performance 
and to mitigate this drag we utilise the Satellite portfolio 
to offset some of the cost in protecting the Fund. We 
estimate the cost to be between 2%-5% pa. The Satellite 
segment of the portfolio we describe as ‘tomorrow’s 
Roche, Google, P&G or Intel’. These are typically large 
capitalised companies which can compound returns at 
higher rates for the next few decades. This inherently 
carries a higher level of risk and thus the Satellite 
portfolio is around 30% of the Fund.   

   Global Alcoholic Beverage Industry 

The global alcohol industry consists of mainly three types 
of alcohol; beer, wine and spirits. Over the last few years 
one of the primary drivers for the alcoholic beverages 
market is the growing demand for premium alcoholic 
beverages. According to a report by Transparency Market 
Research, the industry’s size at the end of 2017 was US$ 
1.2Trn. Of this beer accounts for nearly half the market 
with US$ 593Bn, wine accounts for US$ 302Bn and 
spirits make up the rest. This was mainly due to the 
efforts by alcoholic beverage manufacturers in 
strengthening distribution channels and the extension of 
purchase channels, such as online stores, and convenience 
stores. New product launches and innovations in 
alcoholic drinks is fuelling the growth of the industry. 
Companies are launching innovative products because of  
changing consumer preferences. The global alcoholic 
beverages market revenue is likely to expand at a CAGR 
of 6.6% to 2025, thus resulting in a market size of  close to 
US$ 2Trn  by the end of 2025, according to the 
Transparency Market Research.  
 
Increase in health concerns among the consumers has 
resulted in customers switching to low-calorie alcoholic 
drinks, which has compelled vendors to introduce a 
variety of pre-mixed cocktails with low-calorie levels into 
the market. Another expected future trend in the industry 
is the emergence of cannabis infused drinks. With the 
accelerated legalisation of cannabis and the growing 
acquisitions of cannabis producers by alcohol companies 
this trend is likely to emerge sooner rather than later.  
 
A brief history  - Context to Cannabis 
The alcohol industry, though, is no stranger to such 
radical changes. In the early days, fermented grain, fruit 
juice and honey have been used to make alcohol (ethyl 
alcohol or ethanol) for thousands of years. Fermented 
beverages existed in early Egyptian civilization, and there 
is evidence of an early alcoholic drink in China around 
7000 B.C. In India, an alcoholic beverage called sura, 
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distilled from rice, was in use between 3000 and 2000 B.C. In 
Greece, one of the first alcoholic beverages to gain popularity 
was mead, a fermented drink made from honey and water.  
 
 
 
 
 
 

Several Native American civilizations developed alcoholic 
beverages in pre-Columbian times. A variety of fermented 
beverages from the Andes region of South America were 
created from corn, grapes or apples, called “chicha.” 
 
In the sixteenth century, alcohol (called “spirits”) was used 
largely for medicinal purposes. At the beginning of the 
eighteenth century, the British parliament passed a law 
encouraging the use of grain for distilling spirits. Cheap 
spirits flooded the market and reached a peak in the mid-
eighteenth century. In Britain, gin consumption reached 18 
million gallons and alcoholism became widespread. 
 
The nineteenth century brought a change in attitudes and 
promoted the moderate use of alcohol which ultimately 
became a push for total prohibition. In 1920, the US passed a 
law prohibiting the manufacture, sale, import and export of 
intoxicating liquors. However, bootleggers, illegal alcohol 
traffickers, and speakeasies began to multiply by the 
thousands and illegal alcohol trade boomed. This meant that 
the administration could no longer control the location of 
drinking establishments. Where before, ordinances and 
licensing laws were utilized to limit alcohol sales, illegal 
speakeasies sprouted up everywhere without limitations. 
Crime rates, that were previously declining, reversed 
direction during Prohibition, as homicides, burglary, and 
assault increased, and the prisons began to become 
overcrowded due to those incarcerated for alcohol related 
crimes. Thus in 1933, the prohibition of alcohol was cancelled 
by the Twenty-first Amendment that officially repealed the 
Eighteenth Amendment, which had originally banned 
alcohol, and the “Noble Experiment” came to an end. 
 
A lot of the above sounds in parts familiar to what we have 
experienced with cannabis.  
 
Current Market Snapshot & Emerging Trends 
Millennials account for 35% of beer, 32% of spirit and 42% of 
wine consumption. The global alcoholic beverages market 
has witnessed impressive growth over the past few years 
driven by a number of favourable factors. Growing urban 
population coupled with rising disposable incomes in 

emerging economies is leading individuals to explore new 
forms of entertainment such as parties and spending time at 
bars and lounges. Further, young adults with high family 
incomes, high social media influence, and easy access to 
alcohol are other prominent factors driving sales of alcoholic 
beverages In urban areas, high pressure jobs and the 
perception that consumption of alcohol is relaxing to the 
mind is leading to the increased consumption. 
 
Millennials and their tastes 
Millennials value authenticity and experience, leading them 
towards craft and premium beers, cocktails and fine wine. 
They prefer beer mostly in social settings and are 
increasingly migrating to towards craft as well as premium 
beers. Also, millennials’ consumption of spirits (vodka, rum, 
tequila, gin, whiskey) is more varied than other generations.  
As for beer, millennials are most likely to drink in a social 
group, whereas previous generations were more likely to 
drink spirits. Nostalgia for vintage spirits and cocktails 
drives interest among millennials. Whiskey, in particular, is 
popular with the group, who associate the spirit with novelty 
and being retro. The wine sector may seem overwhelming 
for many but millennials are using technology (peer reviews, 
wine apps, membership based wine clubs etc.) to discover 
the sector. Millennials are the most adventurous drinkers. 
Thus, manufacturers of alcoholic drinks are continuously 
launching new premium products with added flavours. 
Curiosity among consumers especially among millennials is 
attracting them to try these products, which is having a 
positive influence on the alcoholic beverages market and is 
driving the industrywide “premiumization” trend. When 
looking for new drinks, millennials tend to mistrust 
advertising , but pay attention to online marketing, blog 
recommendations, in-store tasting and food and drink 
festivals. Companies are thus using these platforms to 
introduce newer and more premium variants of their 
products to this millennial market.  
 
On the down side, excessive consumption of alcohol is 
adversely affecting health, especially the health of young 
adults. As per a report released by WHO in 2014, 3.3Mn 
deaths each year across the world are related to excessive 
consumption of alcohol. 
 
Premiumization of the Market—Distilled Spirits & Wine  
The global premium alcoholic beverages market is projected 
to grow at the rate of 9.8% during the forecast period 2018 to 
2023 as per a research report by Global Information, Inc. 
The pricing of premium alcoholic beverages such as gin, 
vodka, whiskey, are based on raw materials which are 
selected according to their country of origin and the 
methods used in farming and harvesting along with 
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flavouring agents derived from the seeds, peel, petals, leaves, 
roots or pulp of the chosen raw material products. 
Additionally, health conscious consumers prefer premium 
alcoholic beverages over non-premium products due to 
variation of natural flavours in vodka and other distilled spirits 
which is supporting the market growth in North America. 
 
The rise of cocktail culture in the US has helped to make the 
premium tequila and vodka trendy, with bars offering a variety 
of premium alcoholic beverages. Millennial consumers are 
more enthusiastic to try new flavours and variants as compared 
to the older demographic. Premium alcoholic beverages 
vendors are catering primarily to this large demographic 
consumer base as the consumption of premium vodka and 
premium wine is maximum among this cohort. Moreover, 
growing popularity of premium wines extracted from different 
fruit juices, for instance, grapes, apples, and pomegranate is 
driving the market growth. Within the premium wine segment 
these lower-priced fruity wines are witnessing significant 
demand especially from developed economies. North America 
holds significant market share in premium wine market as the 
US is one of the largest wine consuming country across the 
globe. Apart from the US, European countries such as France, 
Italy, and Germany are prominent market for premium wine 
market. The UK accounts for the major share of the world's 
premium wine imports and wine accounts for more than one-
third of UK alcohol consumption, however, Brexit may impact 
the premium wine market growth in the Europe region. 
 
Beer Estimated to Hold Substantial Market Share 
The global alcoholic beverages market mainly consists of  beer, 
spirits and wine. The beer segment presently represents close 
to 50% of the overall market. Beers may be characterised as 
light beers, premium beers (Asahi), malt liquors, imported 
beers, craft beers, non-alcoholic beers, super-premium beers 
(Peroni Gran Riserva), ice beers, malt liquors and so on. With 
the rise in luxury living, the demand for premium and super-
premium beer has also increased. As a result, manufacturers 
have scaled the number of breweries and are focusing on 
enhancing the manufacturing process. The increase in beer 

production is likely to increase the distribution channels 
of beer in the market, ultimately registering high sales in 
the coming years. Owing to the emergence of numerous 
micro breweries, the global beer market has witnessed  
significant growth over the last couple of years. Increasing 
promotional activities along with strong marketing 
strategies are also expected to augment the growth of the 
global beer market. A rise in the population of beer 
consumers and the social acceptance of beer are some 
more major growth drivers of the global beer market. The 
growth is however concentrated in the premium and 
super-premium and to some extent in the craft segments. 
Volatile consumer spending owing to economic burden 
and emergence of inexpensive substitutes is impeding 
growth at the lower end of the market. Thus breweries 
need to invest in innovative brews and smart marketing 
approaches in order to find beneficial opportunities in the 
future.  This trend is clearly seen in one of the largest beer
-consuming markets globally, the USA, where high-end 
beers are driving growth in what is an otherwise declining 
market.  
 
Changing Lifestyles & Western Influence on Emerging 
Markets 
The major drinking regions are North America, Latin 
America, Europe, Asia Pacific, and the Middle East/Africa. 
Africa has been identified as having the greatest level of 
growth (from a low base) and greatest opportunity from 
the largest producers. Asia Pacific and Europe are the 
prominent regions accounting for 60% the overall market. 
This is mainly due to increasing urbanization and a 
growing middle-class population with disposable 
incomes. Thus, Asia-Pacific is witnessing significant 
growth in market share within the premium alcoholic 
beverages market. Moreover, Asia-Pacific has a large 
millennial consumer base and this is encouraging key 
players to expand their geographical presence and 
increase their consumer base in the region. In Asia-
Pacific, India is one of the prominent destinations of the 
premium alcoholic beverages market. Additionally, 
Indian consumers prefer consumption of premium 
alcoholic beverages as symbols of luxury lifestyle which is 
expected to drive the market growth in the region.  
 
Latin America is expected to display a CAGR of 5.4% to 
2025. This is mainly because of rising urbanization and 
increasing per capita income in this region. Furthermore, 
changing lifestyles, influence of social media, and 
increasing trend of entertainment at clubs & lounges are 
driving the sales of alcoholic beverages. 
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Cannabis: A possible disruptor  
Cannabis is a popular psychoactive drug that is derived from 
the cannabis plant and is intended for recreational or medical 
use. Since the beginning of the 20th century use and 
cultivation of cannabis had been declared illegal citing 
adverse health effects. However, many countries have 
successfully petitioned for making medicinal and recreational  
cannabis legal. An argument that may be made in favour of 
legalising cannabis is that it will allow administrators control 
over a possibly lethal substance much like it did in 1933 when 
the US Prohibition of alcohol ended. Cannabis was originally 
legalised in Canada and Argentina in 2001. However, 
presently, the use of cannabis has been legalised for medical 
purposed and has been decriminalised for recreational 
purposed in over 25 countries.  

 
 
 
 
 
 
 
 
 
 
 
 

Essentially, cannabis is available in two forms:  
1) THC or tetrahydrocannabinol, which is the main 

psychoactive ingredient found in the Cannabis plant 
and is responsible for most of marijuana’s 
psychological and hallucinating effects.  

2) CBD or Cannabidiol, the non-high form, which has 
shown beneficial health effect, especially in the 
treatment of chronic pain. This may prove to be  highly 

disruptive for pharma companies as pain relief is a big 
part of their market. They may have to get onboard or 
risk losing market share. But CBD goes beyond just 
pain management. It can be used to treat a wide range 
of conditions. From arthritis, diabetes, alcoholism, MS, 
epilepsy and more. It has also been shown to have 

protective effects on the brain and that’s where it 
could potentially find use in sports-related 
concussion injuries. 

 
However, cannabis is not just another commodity to be 
traded. The real excitement around cannabis is in the 
intellectual property that might arise for pharmaceuticals, 
beverages, foods and others. This excitement can be seen in 
the share price of Canadian-based Tilray Inc. The company 
exports products around the globe and one of its products 
is used to treat children with severe epilepsy.  
There is a high level of euphoria being witnessed in 
cannabis stocks in the capital markets. This was seen in 
Tilray’s share price jump of nearly 856% over a short period 
as illustrated in the graph. One of the major triggers for the 
stock was that it received approval to import a medical 
cannabis drug to the US for medical trials that involves a 
study around neurological disorders. It was big news for the 
company. If a new drug were to result out of the research, 
then we could see a wave of further research leading to 
positive clinical trials, although not guaranteed. 
  

The global beverages market has seen a number of deals 

between beverage and cannabis firms. Two of the most 

prominent are Canopy Growth/ Constellation Brands and 

Hexo / Molson that focus on THC-infused drinks, which 

provides the intoxication effect from traditional cannabis 

but in smaller doses. Post Constellation Brands’ investment, 

Canopy Growth’s share price increased over six-fold 

illustrating the excitement surrounding this emerging 

industry.  The opportunity could be immense and consumer 

food companies are all looking at how they might be able to 

take an early lead.  The idea of acquiring a cannabis 

producer seems logically for an existing alcohol company 

given the potential cross over in customer base. THC 

infused drinks could substitute or compliment beers or 

spirits, which makes it almost necessary for companies  to 

investigate cannabis. Consumers looking for excitement and 

escape might intake both alcohol and THC, however, no 

one is certain as to the local and federal regulations 

regarding the sale, consumption and production of such 

products.  

The sector will be highly regulated and thus will initially 

find many road blocks or hurdles, but as wholesale 

acceptance of THC infused food products become 

mainstream, it will likely either compliment or cannibalise  

alcohol sales. To date, the rhetoric is of the former.   

Wenlock Global Fund  

^Calculations are based on total returns and net of all fees but before tax or the buy/sell spread. Performance figures are  based 

in AUD. Past performance is not a reliable indicator of future performance. 

https://seekingalpha.com/article/4212552-canopy-growth-constellation-brands-irrational-exuberance
https://seekingalpha.com/article/4212552-canopy-growth-constellation-brands-irrational-exuberance
https://ir.tilray.com/news-releases/news-release-details/tilrayr-receives-approval-us-government-import-medical-cannabis
https://ir.tilray.com/news-releases/news-release-details/tilrayr-receives-approval-us-government-import-medical-cannabis


The rumoured deal between Aurora and Coca-Cola is 

different in that the focus seems to be the development of 

CBD-infused drinks. Since the carbonated drinks market has  

been gradually decelerating over the past few years. Coca-

Cola is looking to revive its presence in the global beverages 

market through new innovative options and a complementary 

CBD-infused product that fits into their corporate image. The 

company has already clarified that it has no interest in 

cannabis but rather wants to focus on wellness and non-

psychoactive CBD. CBD can be found in hemp which 

contains a low level of THC, and it is different from the 

marijuana plants that are being cultivated by most licensed 

producers. For medical and recreational products, most 

producers are producing THC-rich marijuana plants which in 

turn yields little CBD.  Producers that focus on THC-rich 

marijuana production are unlikely to supply CBD to 

companies like Coca-Cola as the market for Cannabis 

bifurcates. Aurora appears to be the most logical partner given 

its unparalleled access to some of the best hemp resources 

around the world.  

The cultural and legal status of cannabis is rapidly changing in 

both Canada and the United States. As a result, businesses 

and investors are now at the cusp of a large opportunity. The 

budding legal cannabis industry finds itself in a unique 

situation, selling a product with strong  existing demand and a 

marketplace rapidly entering a new age. The transition out of 

the shadows for the cannabis industry is one that could spark 

its own industrial revolution as a wide array of technologies 

and best practices realise a new era of efficiency and 

innovation.  

Cannabis is both a threat as well as an opportunity for alcohol 

companies. In the initial years legalisation of medical and 

recreational cannabis led to cannibalisation in alcohol sales. 

However, in recent years companies have started to look at 

cannabis an opportunity and are pursuing one of three paths 

to exploit it: mergers and acquisitions, building the 

infrastructure to enter the market themselves, or partnering 

with established marijuana companies through joint ventures 

and contractual relationships. M&A is expected to be a 

preferred route and companies like Constellation Brands and 

Molson have already hitched themselves to the cannabis 

bandwagon. Thus, we believe that the number of deals 

between alcohol and cannabis producers will only increase as 

more states legalize adult-use marijuana and federal 

legalisation happens. 

Source: US Ministry of Hemp 
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Fund Statistics - Sept 2018 
Sector Allocation (ex cash) % of NAV 

Technology 37% 

Healthcare 20% 

Consumer Discretionary 17% 

Communication Services 9% 

Consumer Staples 8% 

Industrials 4% 

Financials  2% 

Top 10 Holdings  Sector 

Abbot Labs         Healthcare 

Accenture Technology 

Alphabet Technology 

Amazon Consumer Discretionary 

Apple Technology 

Estee Lauder Consumer Staples 

Intel Technology 

LVMH Consumer discretionary 

Microsoft Technology 

Visa Technology 

^Calculations are based on total returns and net of all fees but before tax or the buy/sell spread. Performance figures are  based 

in AUD. Past performance is not a reliable indicator of future performance. 

https://www.cannabisbusinessexecutive.com/2018/03/merging-alcohol-cannabis-future-marijuana-industry/
https://www.cannabisbusinessexecutive.com/2018/03/merging-alcohol-cannabis-future-marijuana-industry/
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Performance (Sept 2018) Fund  Index* Relative 

1 Month -0.64% +0.51% -1.15% 

3 Month +6.37% +7.20% -0.83% 

2018 YTD +20.43% +13.97% +6.46% 

Since Inception** +27.27% +23.76% +3.51% 

 *MSCI Daily World Total Return Net Index AUD **Inception 9 Aug 2017   

Performance since inception of AUD $10,000^ 

^Calculations are based on total returns and net of all fees but before tax or the buy/sell spread. Performance figures are  based in AUD. Past performance is not a reliable indicator of future 

Country Allocation % of NAV Currency Exposure % of NAV 

US Dollar 76% 

UK Pound 13% 

Euro 8% 

Swiss Franc  2% 

Australian Dollar 1% 

^Calculations are based on total returns and net of all fees but before tax or the buy/sell spread. Performance figures are  based in AUD. Past performance is not a reliable 
indicator of future performance. 



Wenlock Global Fund 
 The Wenlock Global Fund targets long term  capital growth whilst  ensuring  

capital preservation . The Fund invests  in  20-40 superlative businesses across 
the world that are exhibiting strong long term secular trends. At times, the 
fund employs protection to protect against large falls in asset prices.  

 These superlative businesses are selected after rigorous fundamental bottom 
up research which provides the Fund potential long term capital returns    

Investment Style   |  Bottom– up Fundamental Research based on Cash Flow  Returns  

Number of Holdings  |  20-40  

Inception Date  | 9 August 2017 

Currency   |  AUD 

Minimum Investment | $10,000 

IMPORTANT INFORMATION 

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the 
Responsible Entity for the Wenlock Global Fund. Equity Trustees is a subsidiary of EQT 
Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Secu-
rities Exchange (ASX: EQT). This document has been prepared to provide you with general 
information only. In preparing this document, we did not take into account the investment 
objectives, financial situation or particular needs of any particular person. It is not intended 
to take the place of professional advice and you should not take action on specific issues in 
reliance on this information. Neither Equity Trustees nor any of its related parties, their 
employees or directors, provide and warranty of accuracy or reliability in relation to such 
information or accepts any liability to any person who relies on it. Past performance should 
not be taken as an indicator of future performance. You should consider the Product Disclo-
sure Statement (“PDS”) before making a decision about whether to invest in this product. 
The PDS can be obtained by visiting www.eqt.com.au/insto or request a copy by calling the 
Portfolio Manager, Wenlock Capital Pty Ltd on +61 (2) 8245 0503 or emailing them at en-
quiries@ wenlockcapital.com.au. Past performance is not a reliable indicator of future per-
formance. 


