
Magellan High Conviction Fund

Portfolio positioning (as at 31 March 2020)
We have taken action to increase the defensiveness of the Magellan High Conviction Fund portfolio and have 
increased the cash in the strategy from about 5% to 28%. We have been surgical in selling down positions 
that we feel are more exposed in this environment. All cash is held in US dollars.

We believe the Magellan High Conviction Fund portfolio has numerous advantages to weather this situation. 
These include:

• We have about 63% of our portfolio in 4 companies and cash that are likely to prove resilient through the 
shutdown and during a subsequent economic downturn; 

 ◦ Cash is at 28% (held in US dollars);

 ◦ Our investments in enterprise software companies (Microsoft of the US and SAP of Germany) and 
our Chinese platform technology companies (Alibaba and Tencent) are likely to be resilient in this 
environment. These investments represent 35% of our portfolio;

• We have 18% of the portfolio in two technology investments with more cyclical exposure (Alphabet and 
Facebook). While economic activity and advertising will decline, we think this downturn could prove an 
accelerant to their business models. These companies are additionally well positioned to weather the 
downturn due to their financial strength;

• We have 7% of the portfolio in a leading payment platform (Visa). While demand will be hit by the 
economic downturn, we consider Visa to possess strong long-term prospects and well positioned to 
weather the downturn due to its financial strength;

• We have 6% of the portfolio in a luxury company (Estée Lauder). The demand for this company’s products 
is inherently more discretionary in nature and the blow to its businesses will depend upon the depth of 
the economic downturn. We note that Estée Lauder owns some of the world’s strongest brands, retains 
a solid balance sheet and benefits from sourcing about 33% of sales from Chinese consumers. We think 
China is one of the best-placed economies to recover from this situation; 

• We have 6% of the portfolio in a quick-service restaurant company (Starbucks). This business faces a 
challenging situation during the next two to six months due to the social-distancing measures being 
implemented around the world. We note that their drive-throughs and delivery remain open in many 
markets. Post the health crisis, we believe Starbucks should recover strongly and will likely prove to be 
resilient to an economic downturn;

• We have reduced the currency hedge to around 26% of the portfolio.
We are monitoring the strength of the balance sheet of each company in our portfolio and, in particular, the 
ability of our companies to withstand an extended economic slump. However, none of the businesses in the 
portfolio currently have meaningful financial leverage.



Importantly, our High Conviction portfolio holds no investments across industries that are the most vulnerable 
to this crisis. The portfolio does not hold any banks, energy companies, airlines, travel-related companies or 
property trusts. The portfolio has no direct exposure to emerging markets, other than China. We estimate our 
indirect exposure to emerging markets, excluding China, represents 9% of the portfolio.

This is a complex, fast-moving and unprecedented situation and we will continue to manage the portfolio to 
protect capital of investors. As Warren Buffett has said: “To finish first, you must first finish.”

Important Information: Units in the fund(s) referred to herein are issued by Magellan Asset Management Limited ABN 31 120 593 946, AFS Licence 
No. 304 301 (“Magellan”). This material constitutes general information only and it does not take into account your investment objectives or financial 
situation. This material does not constitute an offer or inducement to engage in an investment activity. Past performance is not necessarily indicative 
of future results and no person guarantees the future performance of the fund(s), the amount or timing of any return from the fund(s), or that the 
investment objectives of the fund(s) will be achieved. You should read the relevant product disclosure statement for the fund(s) referred to in this ma-
terial and consider obtaining professional advice before making any investment decision. The PDS for the fund(s) is available at www.magellangroup.
com.au.  This material is not intended to constitute legal, tax, investment or any other advice.  Statements contained in this material that are not 
historical facts are based on the current expectations and opinions of Magellan. Such statements involve known and unknown risks, uncertainties and 
other factors and no reliance should not be placed such statements. Additionally, this material may contain “forward-looking statements” and actual 
events may differ materially from those contemplated in such forward-looking statements.   No warranty, express or implied, is made with respect 
to the accuracy or completeness of any information contained in this material. The information in this material is subject to change at any time and 
no person has any responsibility to update any of the information provided in this material. Magellan will not be liable for any losses, whether direct, 
indirect or consequential relating to or arising from your use or reliance upon any of the information contained in this material. Any trademarks, logos, 
and service marks contained herein may be the registered and unregistered trademarks of their respective owners.


