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The latest results season has proven better-than-feared AT A GLANCE
on both sides of the Tasman Prices as at 31 AUGUST 2022

) ) DEVON ALPHA FUND
What does this mean for the outlook for the New Zealand and Australian

stock markets? $ 2 . 16 64

By Greg Smith, Head of Retail at Devon Funds.

The earnings season which has just concluded will be remembered as one
of the more pivotal ones in recent years. It comes after a period of market
volatility in 2022, during which a significant amount of “bad news” was DEVON DIVERSIFIED
priced in during the first six months of the year. Markets rebounded in July INCOME FUND

and through much of August, but investors have been seeking some vindi- $ 1.45 6 1
cation that this has been justified, as well as an assessment of how compa-
nies are currently placed from a valuation perspective.

With many commentators, analysts and economists talking up the pros-

pects of arecession, there has been keen interest on the view from the “coal DEVON GLOBAL IMPACT

face” in terms of how the corporate sector is seeing the landscape. Inves- BOND FUND

tors have also been focussed on the ability of corporates to protect their $1 4287
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margins given still elevated levels of inflation. Alongside this, a primary

i i ; i DEVON GLOBAL
quest}on has been to Whé?.t extent supply chain pressures (including the SUSTAINABILITY FUND
scarcity of labour) are easing.
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DEVON TRANS-TASMAN FUND

There has also been interest in how Covid beneficiaries and “reopeners”
see the environment as pandemic effects dissipate.

Results have in most cases also been impacted by factors other than Covid. $4. 5 9 6 2
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DEVON ALPHA FUND

FUND OUTLINE

The Alpha Fund invests in a concentrated portfolio of approximately 10 to 15 select
companies predominantly listed on the NZ and Australian share markets.

The Fund does not follow any index, is actively managed and aims to generate capital
growth over the long term. Currency exposure is actively managed.
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ALLOCATION
New Zealand Equities 29.5% Cash 10.7%
Australian Equities 59.8% Total 100.0%
Currency Hedge 72.8%
Since In-
PERFORMANCE 1Mth 3Mth 1Yr 3Yrp.a 5Yr p.a ception
Devon Alpha Fund 1.0% 40% 3.8% 8.4% 9.3% 9.4%
OCR 0.2% 0.6% 1.2% 0.7% 11% 2.0%
Devon Alpha Fund returns are after all fees and expenses, but before tax which varies by investor.
NET PERFORMANCE
Based on $10,000 invested at 1 January 2011
$32,500
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$12,500
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NOTE: Further information on the Devon Alpha Fund can be found in our Quarterly Fund Updates by visiting
https://devonfunds.co.nz/alpha-fund or by clicking HERE

Devon Funds Management Limited

Level 17, HSBC Tower, 188 Quay Street, Auckland 1010
PO Box 105 609, Auckland 1143

Telephone: 0800 944 049 (free call) or +649 925 3990
enquiries@devonfunds.co.nz

COMMENTARY

The Alpha strategy navigated the re-
porting season reasonably well with
anumber of our key investments per-
forming strongly. Included amongst
these were a2Milk (+24.9%) and
Cleanaway Waste (+2.6%). Pleasing
also was the rebound in share price
of Ooh!Media, which closed the
month up 11.6%. This investment
had struggled earlier this year on in-
vestor concern about the prospects
for the Australian economy and the
potential negative implications for
advertising spending. Their first-half
result though highlighted that whilst
advertisers remain cautious, there is
evidence that they are re-allocating
their commitments into Outdoor,
away from other media. Outdoor’s
share of the advertising market is
currently 11% but encouragingly it
is now taking more than 14% of the
incremental advertising spend. This
momentum is expected to continue
over the next few years. Their Fly di-
vision, and its exposure to air travel,
is also progressing at a quicker rate
than anticipated as domestic passen-
ger numbers recover.

PORTFOLIO MANAGER
Slade Robertson

Slade has primary
responsibility for stock
selection and portfolio
construction for the
Alpha, Australian
and Diversified
Income funds. Slade
is also the Managing Director at
Devon and has overall responsibility
for the business. Slade has over
20 years’ industry experience.

DEVON
FUNDS.
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FUND OUTLINE

The Australian Fund invests in a select portfolio of companies, which are primarily
Australian listed companies.

The Australian market is much larger than the New Zealand market and offers
exposure to a number of sectors that are not available in New Zealand. The Australian
dollar currency exposure of this Fund is typically unhedged.
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ALLOCATION
New Zealand Equities 0.0% Cash 1.1%
Australian Equities 98.9% Total 100.0%
Since In-

PERFORMANCE 1Mth 3Mth 1Yr 3Yrp.a 5Yrp.a ception

Devon Australian Fund 2.0% -0.5% 47% 5.8% 6.6% 7.6%

ASX200 Index Gross (NZD) 17% -1.0% 4.0% 7.1% 8.3% 7.2%

Devon Australian Fund returns are after all fees and expenses, but before tax which varies by investor.

NET PERFORMANCE
Based on $10,000 invested at 1 January 2011
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NOTE: Further information on the Devon Australian Fund can be found in our Quarterly Fund Updates by visiting
https://devonfunds.co.nz/australian-fund or by clicking HERE

Devon Funds Management Limited

Level 17, HSBC Tower, 188 Quay Street, Auckland 1010
PO Box 105 609, Auckland 1143

Telephone: 0800 944 049 (free call) or +649 925 3990
enquiries@devonfunds.co.nz

COMMENTARY

The Australian Fund performed well
in both an absolute and relative sense
during the month. Of particular note
was the Resources sector with our in-
vestments in Pilbara Minerals rallying
31.8% and Mineral Resources closing
up 19.0%. The Oil and Gas stocks were
also well supported with our hold-
ings in Woodside (+7.1%) and Santos
(+9.6%) of benefit to our portfolio. In
amongst the earnings results we were
pleased with a number of announce-
ments although another highlight was
Telstra (+4.0%) who reported an FY22
result which was slightly ahead of ex-
pectations and at the top end of their
guidance range. This was driven by
impressive growth in their mobile divi-
sion, with service revenue up 6.4% and
subscriber base numbers improving by
1.8%. Shareholders were also encour-
aged by the lift in Telstra’s dividend,
which was taken as a positive signal of
management’s confidence in outlook.

PORTFOLIO MANAGER
Slade Robertson

Slade has primary
responsibility for stock
selection and portfolio
construction for the
Alpha, Australian
and Diversified
Income funds. Slade
is also the Managing Director at
Devon and has overall responsibility
for the business. Slade has over
20 years’ industry experience.

DEVON
FUNDS.


https://disclose-register.companiesoffice.govt.nz/

MONTHLY REPORT: AUGUST 2022

DEVON DIVERSIFIED INCOME FUND

FUND OUTLINE

The Devon Diversified Income Fund aims to give New Zealanders access to a
diverse and good quality portfolio of high yielding investments. The Fund aims to
generate better-than-bank income rates by investing in a carefully selected portfolio
of government and corporate bonds, cash, listed property, infrastructure, utility
companies, high yielding equities, credit securities and other yielding financial assets.

KEY HOLDINGS ASSET ALLOCATION
‘7; contact \§ RUS
W Equities
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ALLOCATION
New Zealand Equities 17.6% Bonds 57.3%
Australian Equities 9.8% Cash 15.3%
Since In-
PERFORMANCE 1Mth 3Mth 1Yr 3Yrp.a 5Yrp.a ception
Devon Diversified Income Fund -0.0% 0.6% -20% 0.7% 2.7% 3.2%
OCR+1.5% 0.4% 1.0% 2.7% 2.2% 2.6% 2.9%

Devon Diversified Income Fund returns are after all fees and expenses, but before tax which varies by investor.
Inception date for the Fund is 1 January 2016.

NET PERFORMANCE
Based on $10,000 invested at 1 January 2016
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NOTE: Further information on the Devon Diversified Income Fund can be found in our Quarterly Fund Updates by visiting
https://devonfunds.co.nz/diversified-income-fund or by clicking HERE

Devon Funds Management Limited

Level 17, HSBC Tower, 188 Quay Street, Auckland 1010
PO Box 105 609, Auckland 1143

Telephone: 0800 944 049 (free call) or +649 925 3990
enquiries@devonfunds.co.nz

COMMENTARY

Global bond yields rose sharply
during August with the yield on the
US 10-year Treasuries finishing the
month at 3.13%. This move from
2.70%, at the end of July, reflected a
growing conviction by investors that
central banks remain committed to
the withdrawal of liquidity in the
system to address inflation. This was
particularly evident in comments
made by Jerome Powell, Chair of the
US Federal Reserve, at the Jackson
Hole Symposium where he pledged
a commitment to use their monetary
policy tools forcefully and that higher
interest rates will likely persist “for
some time”. Powell also acknowl-
edged that he expects this approach
by the bank will cause “some pain” to
the US economy. In New Zealand the
RBNZ raised the Official Cash Rate by
0.50% to 3.0%, a level not seen since
September 2015. This was the fourth
hike by 0.5% since February this year.

PORTFOLIO MANAGER
Slade Robertson
Slade has primary

responsibility for stock
selection and portfolio
construction for the
Alpha, Australian
and Diversified
Income funds. Slade
is also the Managing Director at
Devon and has overall responsibility
for the business. Slade has over
20 years’ industry experience.

DEVON
FUNDS.


https://disclose-register.companiesoffice.govt.nz/

MONTHLY REPORT: AUGUST 2022

FUND OUTLINE

The Devon Dividend Yield Fund invests in a carefully selected portfolio of New
Zealand and Australian listed companies.

These stocks are chosen for their attractive dividend yields and growth prospects
with the aim of maintaining the dividend yield and capital value in real terms. The
Australian dollar currency exposure is typically fully hedged.

KEY HOLDINGS ASSET ALLOCATION
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ALLOCATION
New Zealand Equities 63.0% Cash 1.7%
Australian Equities 35.3% Total 100.0%
Currency Hedge 98.8% Yield 6.4%
Since In-
PERFORMANCE 1Mth 3Mth 1Yr 3Yrp.a 5Yrp.a ception
Devon Dividend Yield Fund 1.4% 1.8% 1.6% 3.3% 5.9% 10.1%
50:50 NZX50 & ASX200 1.1% 0.1% -7.8% 4.0% 8.2% 10.8%
Index Gross

Devon Dividend Yield Fund returns are after all fees and expenses, but before tax which varies by investor.

NET PERFORMANCE
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NOTE: Further information on the Devon Dividend Yield Fund can be found in our Quarterly Fund Updates by visiting
https://devonfunds.co.nz/dividend-yield-fund or by clicking HERE

Devon Funds Management Limited

Level 17, HSBC Tower, 188 Quay Street, Auckland 1010
PO Box 105 609, Auckland 1143

Telephone: 0800 944 049 (free call) or +649 925 3990
enquiries@devonfunds.co.nz

COMMENTARY

This strategy performed broadly in-
line with its benchmark during the
month and generated a solid absolute
return. We were pleased with the
results from many of our portfolio
companies, and in particular Spark
(+6.3%) was a highlight. Their result
was underpinned by modest earn-
ings growth from their core mobile
division, offsetting some weaker
performance in their legacy voice
product. Spark also posted positive
forward guidance for their operating
profit to grow by 5% in FY23. This
was in addition to a revision in their
dividend policy, which will see their
dividend per share increase for the
first time in seven years.

Following the sale of their mobile
towers, Spark will look to invest up
to $350mn into accelerating their
5G roll out and pursue other growth
initiatives. All of this gives us confi-
dence in the ability of Spark to grow
both their earnings and dividends for
investors over time.

PORTFOLIO MANAGER

Mark Brown

Mark has primary
responsibility for
stock selection and
portfolio construction
for the Dividend Yield
Fund and the New
Zealand Equity fund. Mark is also
responsible for overseeing the overall
research and investment process at
Devon.

DEVON
FUNDS.
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DEVON TRANS-TASMAN FUND

FUND OUTLINE

The Trans-Tasman Fund provides a broad and actively managed exposure to the
New Zealand and Australian equity markets.

This Fund invests in a select portfolio of well researched companies, which are primarily
New Zealand and Australian listed companies. The Australian dollar currency exposure
is typically unhedged.
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ALLOCATION

New Zealand Equities 45.6% Cash 2.4%

Australian Equities 52.0% Total 100.0%
Incep-

PERFORMANCE 1 Mth 3 Mth 1Yr 3Yrp.a 5Yrp.a tion

Devon Trans-Tasman Fund 1.3% 1.2% 2.1% 6.2% 8.3% 8.5%
50:50 NZX50 Gross &

ASX200 Index Unhedged 1.3% 0.8% -4.1% 4.8% 8.3% 9.2%
Devon Trans Tasman Fund returns are after all fees and expenses, but before tax which varies by investor.

NET PERFORMANCE

Based on $10,000 invested at 1 January 2011

$32,500

$27,500

$22,500

$17,500

$12,500

NOTE: Further information on the Devon Trans-Tasman Fund can be found in our Quarterly Fund Updates by visiting
https://devonfunds.co.nz/trans-tasman-fund or by clicking HERE

Devon Funds Management Limited

Level 17, HSBC Tower, 188 Quay Street, Auckland 1010
PO Box 105 609, Auckland 1143

Telephone: 0800 944 049 (free call) or +649 925 3990
enquiries@devonfunds.co.nz

COMMENTARY

The Trans-Tasman strategy performed
broadly in line with its underlying
benchmark during August. There were
a number of positive contributors to
our portfolio during the month includ-
ing Mineral Resources (MIN), oOh!-
media both up over 10% and Fletcher
Building which finished up 8.53%. Key
detractors included ResMed, Good-
man Group and James Hardie.

MIN rallied 19% with the company
benefiting from positive sentiment to-
wards the lithium sector. MIN released
their financial results which highlight-
ed the continued ramp-up of their key
lithium assets over the near-term into
a very strong pricing environment due
to the rapid growth in global electric
vehicle production as consumers pivot
away from combustion engine vehi-
cles. Key drivers for the business go-
ing forward are earnings upside from
lithium prices, an expansion of their
iron ore business over the next 2-3
years and future opportunities in lith-
ium processing and gas production in
Western Australia.

PORTFOLIO MANAGER
Tama Willis

After a long period in

international invest-

ment markets, Tama

returned to NZ after a

very successful career in

London and Singapore
to join Devon’s investment team. Tama
holds co-responsibility for Devon’s
Trans- Tasman Funds. Tama is widely
regarded as a leading expert on
resource and mining stocks.

DEVON
FUNDS.
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DEVON SUSTAINABILITY FUND

FUND OUTLINE

The Devon Sustainability Fund invests in a select portfolio of well researched New

Zealand and Australian listed companies.

The Fund looks to invest in companies that score highly on overall environmental, social
and corporate governance performance. The Fund also employs an ethical screen which
will prohibit investment into certain companies and sectors.
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ALLOCATION
New Zealand Equities 48.8% Cash 4.3%
Australian Equities 46.9% Total 100.0%
Since
PERFORMANCE 1Mth 3Mth 1Yrpa 2Yrpa Inception
Devon Sustainability Fund 0.9% 14% -5.1% 9.0% 9.0%
50:50 NZX50 Portfolio Index &
ASX200 Tndex 1.3% 0.2% -7.1% 77% 77%
Devon Sustainability Fund returns are after all fees and expenses, but before tax which varies by investor.
NET PERFORMANCE
Based on $10,000 invested at 31 August 2020
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$12,500
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NOTE: Further information on the Devon Sustainability Fund can be found in our Quarterly Fund Updates by visiting
https://devonfunds.co.nz/devon-sustainability-fundor by clicking HERE

Devon Funds Management Limited

Level 17, HSBC Tower, 188 Quay Street, Auckland 1010

PO Box 105 609, Auckland 1143

Telephone: 0800 944 049 (free call) or +649 925 3990

enquiries@devonfunds.co.nz

COMMENTARY

August was a hive of activity with
the majority of companies within
the Fund reporting their financial
results. Cleanaway not only reported
its financial result during the month,
but it also announced an equity rais-
ing and an acquisition too.

The company delivered a solid re-
sult in the context of a disrupted year
(weather, inflation, COVID) which
presented a number of operational
challenges. Organic revenue growth
was very strong, but margins de-
clined as the business faced labour
availability challenges and some tim-
ing issues with passing on inflation
costs. However, we expect margins
to improve in the next few years as
operating conditions normalise from
both a volume and an operational
standpoint.

We believe the business is well
placed strategically to capitalise on
a supportive regulatory environment
and demographic trends. The capital
raising and subsequent acquisition
of GRL, a leading composting facility
in Sydney, further confirms our view
of Cleanaway being a vital player in
the transition to a circular economy.

PORTFOLIO MANAGER

Victoria Harris

Victoria has primary
responsibility for
stock selection and
portfolio construction
for the Australian and
Sustainability funds.
Victoria has over 10
years’ experience in the industry across
a broad range of markets, including
ESG.

DEVON
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DEVON SUSTAINABILITY FUND
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PORTFOLIO CARBON EMISSIONS BY KEY SECTORS

Portfolio carbon emission

Portfolio value by sector
by sector

16.4%

B Industrials B Industrials

B Utilities @ Utilities

B Consumer staples W Consumer staples
Others Others

The materials, utilities, and health care sectors make up 36.2% of the portfolio by value, but they account for 84.4% of the

carbon emissions in the portfolio.

ESG PORTFOLIO SUMMARY

MSCIESG MSCIESG
Ratings Quality score
Portfolio
Portfolio 9.39 Sustainability Fund
Primary Benchmark
Benchmark 8.09 50:50 composite S&P/NZX50 Portfolio Index & S&P/ASX200G Index
PERFORMANCE 1Mth 3Mth 6Mth 1Yr Since Inception
ESG relative performance 16.1% 147% 151% 89% 5.2%

*ESG Relative Performance is the MSCI ESG Score of the Devon Sustainability fund compared to the MSCI ESG Score of the Benchmark

PORTFOLIO HOLDING’S DISCLOSURE SUMMARY

% of holding companies doing ESG reporting 93.0%
% of companies reporting to TCFD standards 69.8%
% of companies with a modern slavery statement 67.4%
% of companies with carbon emission reduction targets 69.8%

CLIMATE CHANGE RISK BY PORTFOLIO HOLDINGS

mHigh EMedium = Low

Devon Funds Management Limited

Level 17, HSBC Tower, 188 Quay Street, Auckland 1010
PO Box 105 609, Auckland 1143

Telephone: 0800 944 049 (free call) or +649 925 3990
enquiries@devonfunds.co.nz

STEWARDSHIP

August was a busy month for engage-
ments with companies. Some of the
trends and themes we observed included:

1) Many companies updated or showed
significant process on their sustainabil-
ity goals and ESG targets;

2) We saw fuel retailers and contractors
highlight their energy transition oppor-
tunities;

3) Emissions reduction plans were put
into action with the focus on renewables,
energy efficiency and alternative fuels
(specifically by Qantas). In regard to
emissions, FY21 was the year for setting
targets and FY22 was the year for imple-
mentation and progress;

4) Scope 3 emissions were also coming
into the spotlight;

5) Absenteeism was definitely elevated,
leading to challenging operating envi-
ronments for many consumer facing
businesses, although impacts appear to
be easing. For example, Woolworths ab-
senteeism is running at 7% versus his-
torical pre-COVID levels of 4%. In the
case of Qantas, the company has over 300
pilots per day either sick or on leave; and

6) There is also an emerging discussion
on biodiversity, particularly across Aus-
tralian companies as they progress to-
wards the introduction of the Taskforce
for Nature Disclosure (TNFD) in 2023.

PORTFOLIO MANAGER
Victoria Harris
Victoria has primary

responsibility for stock
selection and portfolio
construction for the

Australian and
Sustainability = funds.
Victoria has over 10

years’ experience in the industry across a
broad range of markets, including ESG.

DEVON
FUNDS.
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DEVON GLOBALIMPACT BOND FUND

DURATION
e The Fund invests into the Wellington Global Impact Bond Fund, managed by Wellington Management.
‘s,m Account Dmm,.,J Wellington Management is one of the world’s leading investment management firms with over

Cash & Cash Equivalents -0.00 -0.00 000 US$1 trillion in assets under management worldwide across a broad range of asset classes. They
Us Govemment 0.08 M08 196 have been providing innovative investment solutions to clients for more than 85 years. Wellington
Credit* 540 511 0.28 k d d h ld, al d . 1 bl d d .
Asset Backed Seowiies 0,01 001 0.00 Magagement. see. .s tf’ un eljstan the wor s soclal an e.nvujonmenta pro e.ms and to 1 ent.lfy
Morigage Backed 1.00 053 0s1  and invest primarily in debt issued by companies and organisations that they believe are addressing
Commercial Morigage 011 004 007 these needs in a differentiated way through their core products, services and projects. The Wellington
g‘:;'wm D'm_ o"u_ MB_ Global Impact Bond Fund aims to improve access to, and the quality of, basic life essentials, reduce
ot o2 w2 inequality and mitigate the effects of climate change.
CREDIT RATING They seek to identify securities which it believes fall into three primary impact categories: life
Percent of Market Value essentials, human empowerment and the environment. Within these categories the Fund will invest

i‘:"’ “"""u :; B’"'"":: =€ across “Impact Themes” including, but not limited to the following:
AAA 40.08 eigel | BT
AA 14.07 1420 014 Life Essentials: affordable housing, clean water and sanitation, health, sustainable agriculture and
& 1202 30.88 -1B.86 Py
BEB 15.34 14.33 026 nutrition.
BB 7.058 002 703
B 247 - 247 Human Empowerment: digital divide, education and job training, financial inclusion, safety and
Below B 021 - 021 .

Cash Cffsst -1.00 - .go Securlty.

Mot Rated 0.87 0.30 057

oo 100.00 Environment: alternative energy, resource efficiency and resource stewardship.

"Duration & Credit Rating as at as at 31 July 2022

DEVON GLOBAL SUSTAINABILITY FUND

The Fund invests into the Wellington Global Stewards Fund, managed by Wellington Management. Wellington Management is one of
the world’s leading investment management firms with over US$1 trillion in assets under management worldwide across a broad range
of asset classes. They have been providing innovative investment solutions to clients for more than 85 years. Wellington Management
seeks to invest in companies globally, that generate high return on capital relative to their peers, and whose management teams and
boards display exemplary stewardship to sustain those returns over time. Wellington define stewardship as how companies balance the
interests of all stakeholders (customers, employees, communities and the supply chain) in the pursuit of profits and how they incorporate
material environmental, social and governance (ESG) risks and opportunities in their corporate strategy. The underlying Wellington
Fund differentiates itself by:

Long-term horizon - the intention is to hold stocks for over 10 years. The beliefis the longer the holding period, the greater the potential
performance benefits from superior stewardship.

Highly selective - typically 35-45 stocks, only relying on their own internal ESG research.

Active engagement - holding those in charge of investee companies to account and encouraging companies to commit to net zero
carbon emissions by 2050 in alignment with the Paris Agreement.

Since In-
PERFORMANCE 1Mth 3Mth ception KEY HOLDINGS
Devon Global Impact Bond Fund -2.4% -2.0% -4.8%
Bloomberg Global Aggregate Index
Hedged NZD -2.7% -1.7% -4.2% I N D I T E x
Since In-
PERFORMANCE 1Mth 3 Mth ception
Devon Global Sustainability Fund -4.5% -4.6% -54% r EE .
: RECRUIT g& Microsoft
MSCI All Country World Index in -2.99 1.9% -6.8%
NZD, 50% hedged to NZD o e o

*Benchmark performance figure is indicative only and will be "Key Holdings as at as at 31 July 2022

finalised in the mid month report

Please note that monthly reports will be produced for the Devon Global Impact Bond Fund and Devon Global Sustainability Fund later this month. These
reports will include data on top holdings, performance, asset allocation, and fund commentaries. These reports will be sent out separately from those for
Devon’s other retail funds each month and will be available on the Devon Funds website.
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