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Global equity markets have been severely impacted in recent weeks 
as the novel coronavirus outbreak caused health authorities to declare 
a global pandemic, disrupting economic activity in the short term. 

Despite the Lincoln Australian Income Fund’s (Fund) defensive nature, 
the selling in the market took place across industry groups and the 
Fund slid 6.95% for the month. The Fund returns were better than the 
benchmark however, which declined 7.50%.  

It has become clear that we have been propelled into bear market 
territory. Without making light of the severity of the situation, we 
know from experience that markets have always rebounded strongly 
following an epidemic once containment measures take effect.  

We are encouraged by the fact that Chinese containment measures, 
albeit somewhat draconian, appear to have been very effective 
reducing transmission rates and there are early indications of a slow 
resumption of economic activity. As other countries consider their 
own containment measures, the Chinese example gives us hope that 
disruption to economic activity won’t last for a significant period of 
time.  

 Finally, it is important to remember that while stocks can have large 
swings in price, as we’re seeing now, the share market has historically 
shown to be resilient. Our decades of experience has shown us time 
and again that our academically proven Financial Health Model will 
help us to ride through the difficult times by staying committed to a 
portfolio of high-quality, high-yield businesses.

Although our Fund returns are weak in March, we are faring much 
better than the broader market and would expect this trend to 
continue if prices deteriorate further. The fund expects to pay a solid 
quarterly distribution following a strong reporting period and increased 
yield distribution payments from lower share prices and corresponding 
unit prices. 

Kind regards,

 
Tim Lincoln 
Co-Founder, Executive Chairman and Chief Investment Officer

Performance highlights 
 Rural Funds was one of the very few companies in the portfolio that managed to achieve a gain during the February selling, positing a return of 4.04%.  The Fund 
Team viewed the underlying result favourably and believes that the company’s diversified portfolio of agricultural property assets will continue to generate strong 
yields. 

 Following a better than expected result, the Commonwealth Bank outperformed the market in February, dropping only 1.74% relative to a market decline in excess 
of 7%. Despite some clear signals of weakness in growth opportunities, the company managed to hold interest margins and produce a strong dividend yield.

 There were a number of high-quality stocks that experienced steep selling during the month as the environment quickly turned risk off. Despite a great operating 
result, Magellan fell 15.7% and other stocks exposed to the cycle such as Premier Investments fell by similar amounts.     
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Data referred to in the performance commentary above 
relates to the Lincoln Australian Wholesale Income Fund 
unless otherwise stated.

Past performance is not an indicator of future performance. 

Performance to 29 February 2020
Lincoln Australian Income Fund

Suitable for Investors seeking a reliable income and reduced exposure to equity market risk

Investment objective Higher yield than the S&P/ASX 200 Accumulation Index inclusive of franking credits and some capital growth over the long-term

Distribution frequency Quarterly
Income Total Return Total Return (Inc. Franking Credits)

Fund Distribu-
tion Yield(a)

Benchmark 
Dividend 
Yield(b)

Total 
Wholesale 

Fund 
Return(d)

Total Retail 
Fund 

Return(d)

Total Return 
Benchmark(f)

Total Fund 
Return 

(Wholesale)(e)

Total Fund 
Return 

(Retail)(e)

Total Return 
Benchmark 

(b)

1 month 0.18% 0.71% -7.12% -7.18% -7.69% -6.95% -7.01% -7.50%

3 months 1.33% 0.92% -4.23% -4.41% -5.18% -4.04% -4.23% -4.99%

1-year 7.38% 5.60% 5.26% 4.43% 8.64% 6.47% 5.63% 10.02%

3 years p.a. 9.05% 6.02% 7.54% 6.70% 8.59% 9.83% 8.97% 10.10%

5 years p.a. 9.23% 5.99% 3.15% 2.32% 6.17% 5.52% 4.67% 7.67%

Financial year to date 3.15% 3.48% -3.55% -4.05% -0.12% -2.78% -3.30% 0.74%

Since Inception p.a. (c) 10.17% 6.24% 8.22% 7.39% 9.84% 10.84% 9.98% 11.39%

Month in review 

(a) Distribution Yield calculates the total cash distribution paid to investors inclusive of franking credits.
(b) S&P/ASX 200 Accumulation Index inclusive of franking credits. Source: Macquarie Equities
(c) Inception 2 April 2012
(d) Net of all fees, excluding franking credits
(e) Net of all fees, inclusive franking credits
(f) S&P/ASX 200 Accumulation Index excluding franking credits.

Tim Lincoln
Co-Founder, 
Executive 
Chairman and 
Chief Investment 
Officer
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Lincoln Australian Income Fund holdings as at  
29 February 2020
Code Company Portfolio %

Large Diversified Industrials 19.10%

TLS Telstra Corporation Limited 4.44%

APA APA Group 3.67%

WES Wesfarmers Limited 3.66%

COL Coles Group Limited 3.26%

AST AusNet Services 2.16%

SKI Spark Infrastructure Group 1.91%

 Large Financials 29.99%

MQG Macquarie Group Limited 5.18%

MFG Magellan Financial Group Limited 4.49%

CBA Commonwealth Bank of Australia 3.59%

ASX ASX Limited 3.02%

ANZ Australia & New Zealand Banking Group Ltd 3.00%

SUN Suncorp Group Limited 2.74%

NAB National Australia Bank Limited 2.70%

IAG Insurance Australia Group Limited 2.66%

WBC Westpac Banking Corporation 2.61%

Large Resources 11.36%

BHP BHP Group Limited 4.23%

FMG Fortescue Metals Group Ltd 3.65%

RIO Rio Tinto Limited 3.48%

Small Industrials 9.90%

SPK Spark New Zealand Limited 4.78%

PMV Premier Investments Limited 2.79%

AX1 Accent Group Limited 1.59%

JIN Jumbo Interactive Limited 0.74%

Small Financials 4.12%

CCP Credit Corp Group Limited 4.12%

Property Stocks 18.98%

CHC Charter Hall Group 4.12%

CLW Charter Hall Long Wale REIT 3.86%

RFF Rural Funds Group 3.50%

VVR Viva Energy REIT 3.06%

BWP BWP Trust 2.78%

GOZ Growthpoint Properties Australia 1.56%

Small Resources 3.02%

RRL Regis Resources Limited 3.02%

Hybrids / Corporate Bonds 1.09%

ANZPE ANZ Capital Notes 2 0.77%

BENPF Bendigo and Adelaide Bank Convertible Preference Share 3 0.17%

BENPE Bendigo and Adelaide Bank Convertible Preference Share 2 0.15%

Cash                     2.44%
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Strategy update 
 As mentioned last month, the Fund Team actively 
deployed its excess cash positions into stocks 
over the course of February. 

 The Fund took tactical shorter-term positions 
in Fortescue Metals (FMG) and Rio Tinto 
(RIO) leading into their financial results. Both 
companies reported solid financial returns with 
a very strong, free cashflow yield, a feature. 
Fortescue alone announced a dividend which 
grossed-up for franking credits was c10%.

 The Fund Team also introduced Coles Group 
(COL) to the portfolio leading into the February 
result. The defensive elements to their revenues 
combined with an attractive yield were viewed 
favourably.

 Also introduced to the portfolio was Jumbo 
Interactive (JIN); the company has seen 
significant selling in recent times to a point 
where the underlying dividend yield has become 
very attractive. We acknowledge some risks are 
on the horizon, however we feel the stock has 
been oversold at this point and intend to build a 
position. 
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Key data 
Lincoln Wholesale Australian Income Fund Lincoln Retail Australian Income Fund

APIR code ETL0324AU ETL0323AU

Fund inception 2 April 2012 2 April 2012

Minimum initial 
investment $250,000 $20,000

Management costs 0.95% p.a. 1.75% p.a.

Entry/exit fees Nil Nil

Distribution frequency Quarterly Quarterly

Estimated average yield1 8 - 9% 8 - 9%

Entry/exit unit price2 $1.0610/$1.0536 $1.0114/$1.0044

Fund size2 $409.10m

Responsible entity Equity Trustees Ltd

Investment manager Lincoln Indicators Pty Ltd

1 This estimated dividend yield is as at 29 February 2020 and is inclusive of franking credits.
2 As at 29 Febraury 2020.

Like more information?
Talk to us today to: 

  Start a Savings Plan 

  Top up your current investment 

  Learn more about Lincoln Managed 
Investments and Stock Doctor

Call   1300 676 333
Visit   lincolnindicators.com.au 
Email enquiries@lincolnindicators.com.au

Important information. 

This information is issued by the Investment Manager, Lincoln Indicators Pty Ltd (Lincoln) ABN 23 006 715 573, as Corporate Authorised Representative of Lincoln 
Financial Group Pty Ltd ABN 70 609 751 966, AFSL 483167. The Responsible Entity of the Fund is Equity Trustees Limited ABN 46 004 031 298, AFSL 240975, a 
subsidiary of EQT Holdings Limited ABN 22 607 797 615, a publicly listed company on the Australian Securities Exchange (ASX:EQT). All figures, information and 
illustrations are as at 29 February 2020 unless stated otherwise. Portfolio holdings are subject to change without notice. This communication contains general 
information only. It has been prepared without taking into account the objectives, financial situation or needs of any individual investor. As a result, you should 
consider its appropriateness in regard to your particular objectives, financial situation and needs. This publication may contain forward-looking statements regarding 
our intent, belief or current expectations with respect to market conditions. Readers are cautioned not to place undue reliance on these forward-looking statements. 
You should also consider obtaining your own independent advice before making any financial decisions. You should read the Product Disclosure Statement (PDS) 
and the Reference Guide where references are made for additional information in the PDS for the Lincoln Australian Growth Fund or Lincoln Australian Income Fund 
before making any decision about whether to acquire or continue to hold in either product. Applications to acquire units can only be made on an Application Form 
attached to a current PDS. You should also read and consider our Financial Services Guide (FSG), which sets out key information about the services we provide. A 
copy of each PDS, including the Reference Guide and our FSG are available by contacting Lincoln on 1300 676 333 or via our website www.lincolnindicators.com.au.

Lincoln, Lincoln Financial Group Pty Ltd,  its employees and/associates of these entities may hold interests in companies listed in this communication. This position 
may change at any time without notice. Investments go up and down. Past performance is not a reliable indicator of future performance. Lincoln will be remunerated 
based on funds invested. Neither Lincoln, Equity Trustees Limited, or their directors, employees or agents provide any guarantee, representation or warranty as to 
the reliability, accuracy or completeness of the information in this document; and do not accept any responsibility or liability arising in any way (including by reason 
of negligence) for errors in, or omissions from, this document. This disclaimer does not purport to exclude any warranties implied by law which may not be lawfully 
excluded. Neither Lincoln, Equity Trustees Limited, or their directors, employees or agents guarantees the performance of, or the repayment of capital or income 
invested in the Fund.
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