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Overview
Markets ended the year on a softer note, as expectations for Fed rate 
cuts were tempered and bond yields increased. The S&P500 declined 
-2.0% while the NASDAQ rose +1.5%. Both have delivered very strong 
returns over the last 12 months of +25.5% and +30.7% respectively. 
This has, of course, been largely driven by the rallies in the mega-cap 
Tech stocks, while the remainder of the market has been generally 
moribund. The FTSE 100 fell -1.3%, to finish the year up +9.7%. The 
Nikkei 225 added +4.5%, returning a strong +21.3% for the year and 
the Chinese market continued its recovery, with the Shanghai 
Composite up +0.9% to have returned +16.1% for the 12 months.  

The Australian market was weaker, with the ASX300 Accumulation 
Index declining -3.1%, bringing the return for the year to +11.4%. The 
index was weighed down by softness in both the Financials (-4.1%), 
where the major banks eased back after their extraordinary recent 
run, and Metals & Mining (-4.0%), as base metal prices declined. 
Higher bond yields also saw underperformance by the REITs (-5.9%) 
and IT (-3.8%), both of which had performed strongly over the last 12 
months, as inflation eased and the interest rate cutting cycle began. 
Better performing sectors included Staples (+0.7%), Utilities (+0.4%) 
and Energy (+0.1%).

Growth of $100,000 Since Inception

Portfolio Managers

Stephen Bruce,
Andrew King

Trust FUM

AUD $423 million

Distribution Frequency

Half yearly

Minimum Initial Investment

$25,000

Trust Inception Date

June 2001

Fees

0.92% p.a.

APIR Code

IOF0206AU

Fund Characteristics
The Trust aims to grow the value of your investment over the long 
term via a combination of capital growth and income, by investing in 
a diversified portfolio of Australian shares, and to provide a total 
return (after fees) that exceeds the S&P/ASX 300 Accumulation Index  
measured on a rolling three-year basis.

Source: Perennial Value Management. As at 31 December 2024

The above figures are forecasts only. While due care has been used in the preparation of 
forecast information, actual outcomes may vary in a materially positive or negative manner.

Portfolio Characteristics – FY26 Trust Market

Price to Earnings (x) 17.1 18.1

Price to Free Cash Flow (x) 12.9 15.7

Gross Yield (%) 4.7 4.4

Price to NTA (x) 2.3 2.7
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Since Inception^
(% p.a.)

Perennial Value Shares Wholesale Trust (Net) -3.0 -2.3 4.8 8.6 9.4 6.5 7.2 6.6 6.9 8.3

S&P/ASX 300 Accumulation Index -3.1 -0.8 6.9 11.4 11.8 7.1 8.0 8.4 8.5 8.1

Value Added 0.1 -1.5 -2.1 -2.8 -2.4 -0.6 -0.8 -1.8 -1.6 0.2

^Since inception: June 2001. Past performance is not a reliable indicator of future performance. 
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Performance shown net of fees with distributions reinvested. Does not take into account any 
taxes payable by an investor. Past performance is not a reliable indication of future 
performance. 

            

     

       

                     

     

                     

                

                

                       

               

                              

            



Trust Review

The Trust returned -3.0%, after-fees in December, outperforming the 

benchmark by +0.1%.

December is typically a quiet month in markets, with little in the way 

of stock specific news. However, key contributors to performance 

included Immutep (+12.3%), which is developing immunotherapies 

for the treatment of a range of cancers. While relatively high risk, this 

stock has massive upside potential as its main product is currently 

being trialled for use in combination with M    ’  KEYTRUDA, one of 

the biggest selling drugs globally. KEYTRUDA has sales of over 

US$25bn p.a. but is coming off patent in 2028. However, the 

development of an effective combination therapy could extend this 

revenue stream. As a result, should the trial data continue to be 

positive, Immutep would be worth many times its current market cap 

of $530m. While not your typical “     ” stock, we like to have a small 

portion of the portfolio allocated to opportunities such as this, which 

have highly asymmetric payoff profiles. Telix (-0.5%), which is 

developing a range of radiopharmaceutical products for the 

diagnosis and treatment of various cancers, is another example of 

such a holding. To date, our investment in Telix has returned +231%, 

and the stock has grown to a market cap of $8.2bn, as its existing 

products have generated strong sales, and its pipeline of new 

products move forward through the development phases.       

Block (+1.9%) continued its outperformance. This stock is a recent 

addition to the portfolio and is best known in Australia for its “ q    ” 

point of sale payments system – and for its disastrous US$29bn 

acquisition of Afterpay. While this was an enormously value 

destructive transaction (and one of the greatest exits in history!), with 

the share price down some -65% from its peak, it is well and truly 

factored into current valuations. Going forward, the stock offers a 

dynamic, well-established Fintech exposure to the US market, trading 

on an undemanding valuation. The company has significant scope to 

grow both its consumer and merchant businesses, as it both adds 

new users as well as more products and services to its platform. The 

stock has returned over +40% since we invested in August, and we 

believe it has further upside going forward.

Packaging company Orora (+1.2%), continues to claw its way back 

into favour with the market. The stock was sold off heavily after 

announcing the acquisition of a European glass bottle maker in mid-

2023, and subsequently downgrading earnings on the back of a 

global destocking in the luxury spirits market which they supply to. 

Subsequently, however, the company has exited its non-core US 

operations for a very attractive price, improving the overall quality of 

the business and de-gearing the balance sheet. They have also 

received a takeover bid from a US private equity firm. While the bid 

undervalued the company and was rejected by the Board (a decision 

we agreed with), it effectively puts a floor under the share price. In 

the meantime, there are indications that customer demand is 

beginning to normalise, which should flow through to earnings in the 

coming periods.   

Telstra (+1.8%), also outperformed and remains one of our preferred 

defensive exposures, with a dominant market position and operating 

in an attractive industry structure. Further, there is significant 

unrecognised value in        ’  extensive infrastructure assets which 

will likely be realised over time. 

Outlook
Despite some fading of the “           ” and the recent rise in bond 

yields, sentiment to the US outlook remains very positive at present. 

While trade tensions and tariffs present risks, the step-up in Chinese 

stimulus measures in response to their economic slowdown is also 

positive for the global outlook. As a result, the consensus view is that 

a soft landing will be achieved. This would be an excellent outcome. 

However, history suggests that soft landings are few and far between. 

Should inflation prove resurgent, then the sentiment could change 

quickly. In addition, it could be argued that factors such as the AI 

boom have driven a divergence between valuations and 

fundamentals, leaving large components of the market very fully-

valued. Overall, we feel a degree of caution is warranted.

Corporate earnings have generally proven resilient to date, however, 

outside of the US, there is clear evidence that growth is slowing. In 

Australia, economic growth has stalled, and the economy has been in 

a per-capita recession for some time now. While tax cuts will boost 

disposable income, the consumer remains under pressure, and 

there are numerous stress points in the economy. This all leaves us 

cautious on discretionary sectors.

While there is a high level of economic and political uncertainty, our 

focus remains on investing in quality companies with proven 

business models and strong balance sheets, which are offering 

attractive valuations and have the ability to deliver high levels of 

franked dividend income to investors. 

Trust Activity
During the month, we took profits and further reduced our holdings 

in the major banks as well as trimming our positions in Block and 

Aristocrat Leisure, both of which have performed very strongly in 

recent times. Proceeds were used to top up holdings in Orora and 

James Hardie, which are offering attractive valuations at present. At 

month end, stock numbers were 61 and cash increased to 7.0%. 

The major banks eased over the month, down an average of -5.0%. 

Despite this, the sector has finished the year up an average of 

+33.7%. This performance is all the more staggering when you 

consider that there have been minimal earnings upgrades to the 

sector over the last 12 months, and that the outlook is for negligible 

earnings growth over the next few years. The result is that the sector 

is trading on historically high valuations into an increasingly uncertain 

economic environment. While it seems that macro flows have been 

the main driver of the      ’ outperformance, we have been 

increasing our underweight to the sector, seeing the risks clearly 

skewed to the downside.  

The main detractors from performance over the month were our 

resources holdings, with Sandfire (-10.5%), Iluka Resources (-9.5%), 

South32 (-8.6%) and Pilbara Resources (-8.4%) on generally lower 

base metals prices. The bulk miners outperformed marginally, with 

the iron ore price ticking up slightly and remaining >US$100/t. We 

continue to see attractive value in the Resources sector.

Issued by Perennial Value Management Limited (ABN 22 090 879 904, AFSL No. 247293) as the Investment Manager. The Responsible Entity is Perennial Investment Management Limited (ABN 13 108 747 637, 
AFSL No. 275101). Perennial Partners Limited (ABN 90 612 829 160) is a Corporate Authorised Representative (1293138) of Perennial Value Management Limited. Both the Investment Manager and Responsible 
Entity form part of Perennial Partners. This promotional statement is provided for information purposes only. Accordingly, reliance should not be placed on this promotional statement as the basis for making an 
investment, financial or other decision. This promotional statement does not take into account your investment objectives, particular needs or financial situation and is not intended to constitute advertising or 
advice of any kind and you should not construe the contents of promotional statement as legal, tax, investment or other advice. This promotional statement does not constitute an offer or inducement to engage 
in an investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell or subscribe for interests in any type of investment product or service. You should read and consider 
any relevant offer documentation applicable to any investment product or service and consider obtaining professional investment advice tailored to your specific circumstances before making any investment 
decision. While every effort has been made to ensure the information in this promotional statement is accurate; its accuracy, reliability or completeness is not guaranteed. Past performance is not a reliable 
indicator of future performance. Gross performance does not include any applicable management fees or expenses. Net performance is based on redemption price for the period and assumes that all 
distributions are reinvested. Fees indicated reflect the maximum applicable. Contractual arrangements, including any applicable management fee, may be negotiated with certain large investors.  Investments in 
the Trusts must be accompanied by an application form. The current relevant product disclosure statements, additional information booklet, application forms and target market determination can be found on 
         ’  website www.perennial.net.au. Use of the information on our website is governed by Australian law and is subject to the terms of use. No distribution of this material will be made in any jurisdiction 
where such distribution is not authorised or is unlawful. 
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1300 730 032 invest@perennial.net.au www.perennial.net.au
Level 27, 88 Phillip Street
Sydney NSW 2000

Invest Online Now

Invest Online Now

http://www.perennial.net.au/
https://perennial.net.au/invest-with-us/#tab-australian-shares-425
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