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Monthly Returns – Top 3 Performers 

Fund 1 Month 1 Year 3 Years 
(p.a.) 

5 Years 
(p.a.) 

Since 
Inception 

(p.a.)* 

Ellerston Asia Growth Fund 3.2% -4.7% -1.0% 0.0% 3.6% 

Ellerston Australian Share Fund 2.9% 2.8% 21.5% 7.2% 9.1% 

Ellerston Global Mid Small Cap Fund 2.0% -0.2% 12.4% 9.6% 10.9% 
 
Performance figures shown are net of fees and expenses. Past performance is not a reliable indication of future performance.  
*Please refer to summary of fund performance page for Fund inception dates and APIR codes. 

 
Monthly Update 
 

Australian Update 
 
In an eventful month, global equity markets bounced 
off their lows in March against the backdrop of bank 
failures, which stoked hard landing fears and drove 
bond yields sharply lower. The MSCI Developed 
Markets eventually closed up 2.5% in local currency, 
driven by the bond fuelled Tech sector, which rose 
9.2%. The fast and furious start by the local ASX 200 
observed in the month of January was quickly 
eroded and surpassed by its regional peers over 
subsequent months, moving from the top position to 
the foot of the ladder in Q1 CY23. The domestic 
market finished at 7,178pts, down 0.2% for March, 
with Financials (-4.9%) and REITS (-6.5%) weighing 
the index down. 
 
In the month of March, the S&P/ASX 200 
Accumulation Index finished down 0.2%. The 
Materials sector (up 5.9%), was the best performer 
(the biggest contributors were BHP +7.5%, Newcrest 
Mining +19.9% and Northern Star Resources +19.1%), 
followed by Communication Services (+3.4%) and 
then Consumer Discretionary (+1.7%). The bottom 
three sectors were Real Estate (-6.5%, as banking 
issues drove concerns over CRE and dragged down 
heavyweights Goodman Group, Scentre Group and 
Charter Hall Group), Financials (-4.9%) and Energy (-
1.5%). 
 

 MSCI Global Country/Regional Indices Performance for March 2023 
 

 
Source: Morgan Stanley. 
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Global Update 

There is an old saying that to combat inflation central 
banks will tighten monetary conditions until something 
breaks, well something broke. Over the past year, the US 
Federal Reserve has raised rates at the fastest pace 
since the 1980’s and this new rate regime is now 
manifesting itself in the world’s banking system and 
primarily in the US regional banks. 
 
Firstly, it does appear that this is more about near term 
liquidity rather than capital or asset quality issues. The 
failures of Silicon Valley Bank (SVB) and Signature Bank 
(SBNY) were very specific to the concentration of 
exposures within each bank. There was an asset/liability 
mismatch, a weakness which an elevating rate 
environment uncovered at the expense of equity and 
bond holders. Subsequently, we have seen Credit Suisse 
being purchased by UBS and continued liquidity 
speculation around large and small banks alike.  
 
Although we have just experienced the second and third 
largest bank failures in US history, the resolution of a 
globally systematic important bank (G-SIB) in Credit 
Suisse and a $300bn expansion of the US Federal 
Reserve’s (Fed) balance sheet in a matter of days, the 
Fed continued to raise short term interest rates as it 
maintains its focus on getting the job done on inflation.  
 
Global economic conditions remain relatively solid at 
this point and while the most recent inflation print in the 
US was roughly in line with expectations,  the previous 
report came in higher than market expectations at 0.5% 
month on month (0.4% was expected) when it was 
reported mid-March. Following the March release, 
expectations for the next Fed meeting quickly moved 
from a 25bps increase to 50bps with the forecast of 
potential cuts being pushed out to 2024. 
 
 

 

 

 
Source: Bloomberg Data, Stifel.  

 
This was enough to break the back of Silicon Valley Bank 
and we all know the outcome. Interestingly, following the 
bank failures, rate cut expectations quickly moved from 
2024 to mid-summer 2023 as rate volatility skyrocketed.  
 
The events during March have exposed some idiosyncratic 
issues regarding mismanagement of balance sheet rate risk 
however they don’t appear to be endemic in the broader 
financial system – look how fast these defunct bank books 
are being bought by other players. Going forward these 
events are likely to weigh on near term economic growth 
(and potentially the pace of further rate increases) as 
regional banks hoard capital, restrain loan growth and 
increase provisioning to bolster balance sheets. The key 
from here is remain mindful and vigilant around any further 
contagion flow on effects and focus on earnings resiliency, 
cash flow and balance sheet strength. 
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To subscribe to Individual Fund Newsletters please click here. 
 
 
 
Contact Us  

Sydney 
Level 11, 179 Elizabeth Street, 
Sydney, NSW 2000 
+612 9021 7701 
info@ellerstoncapital.com 

 

Find out more 
 

Should investors have any questions or queries, please contact our Investor Relations 
team on 02 9021 7701 or info@ellerstoncapital.com or visit us at ellerstoncapital.com. 
 
For further information about any of our funds, please contact National Account 
Manager Nathan Boroughs at nboroughs@ellerstoncapital.com  or 0466 775 961. 

 
This material has been prepared by Ellerston Capital Limited ABN 34 110 397 674 AFSL 283 000 based on information believed to be accurate at the time of publication. This newsletter has been prepared 
to provide general information only and is not to be construed to as solicitation of an offer to buy or sell any financial product. In preparing this information, we did not take into account the investment 
objectives, financial situation or particular needs of any particular person. Assumptions and estimates may have been made which may prove not to be accurate. Ellerston Capital undertakes no 
responsibility to correct any such inaccuracy. Subsequent changes in circumstances may occur at any time and may impact the accuracy of the information. To the full extent permitted by law, none of 
Ellerston Capital Limited, or any member of the Ellerston Capital Limited Group of companies makes any warranty as to the accuracy or completeness of the information in this newsletter and disclaims 
all liability that may arise due to any information contained in this newsletter being inaccurate, unreliable or incomplete. Before making an investment decision, you should read the product disclosure 
statement and the target market determination which can be obtained from our website www.ellerstoncapital.com or by contacting info@ellerstoncapital.com and obtaining advice from an appropriate 
financial adviser. Past performance is not a reliable indicator of future performance.   
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