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PERFORMANCE (AFTER FEES)2 

 Month Quarter 6 Months 1 Year 
Since inception3 

(effective) 

Fund4 2.99%  10.70%  17.17%  0.45%  (3.03%) 

Benchmark 3.80%  9.08%  13.52%  4.25%  (0.99%) 

Excess Return -0.81% +1.62% +3.65% -3.80% -2.04% 

1. The name of the Fund was changed from Firetrail S3 Global Opportunities Fund to Firetrail S3 Global Opportunities Fund (Managed Fund) on 11 October 2022 to facilitate 
quotation of the fund on the ASX. 2. Past performance is not indicative of future performance. 3. Fund inception is 3 November 2021. 

ABOUT FIRETRAIL 

Firetrail is an investment management boutique which is majority 

owned by the Firetrail investment team. Additionally, the investment 

team is invested alongside clients in the investment strategies. 

S3 GLOBAL OPPORTUNITIES FUND 

The Firetrail S3 Global Opportunities Fund (Managed Fund) (“Fund”) 

is a concentrated portfolio of approximately 30 stocks from both 

developed and emerging markets. The strategy is built on 

fundamental, deep dive research with a focus on finding 

unappreciated positive change attributes. 

 

Firetrail S3 Global Opportunities Fund 
(Managed Fund) has been certified by the 
Responsible Investment Association Australasia 
according to the strict operational and disclosure 
practices required under the Responsible 
Investment Certification Program.  
See www.responsibleinvestment.com.au for 
details.5 

INVESTMENT OBJECTIVE 

The Fund aims to outperform the MSCI World Net Total Return 

Index over the long term (after fees). 

PORTFOLIO POSITIONING – 31 MAR 2023 

Top 5 Overweight Holdings (Alphabetical) 

Carrier Global Corp. 

Micron Technology, Inc. 

Microsoft Corporation 

Royal KPN NV 

Taiwan Semiconductor Manufacturing Co., Ltd. Sponsored ADR 

 

 

 

 

FUND DETAILS 

Unit Prices 31 March 2023 

Application price $4.7241 

Redemption Price $4.7099 

NAV Price $4.7170 

Fund Details  

ASX Code S3GO 

APIR Code  WHT7794AU 

Benchmark  MSCI World Net Total Return Index  

Inception date  3 November 2021   

Risk/Return Profile High 

Number of Holdings 30 

Fund size  $28mil 

Management fee* 0.72% p.a. 

Performance fee* 
15% of net outperformance above the 
Fund’s Benchmark 

*Please read the Product Disclosure Statement for more details 

THEMATIC POSITIONING – 31 MARCH 2023 

 
Source: Firetrail 
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FIRETRAIL OPPORTUNITY THEMES: 

Health and Wellbeing – Enabling better lives 

Innovation and Equality – Opportunities for everyone 

Climate Impact – Adjusting to a lower carbon world 

Sustainable world – Efficient use of resources 

http://www.responsibleinvestment.org/
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Companies mentioned are illustrative only and not a recommendation to buy or sell any particular security. 

THE FIRETRAIL S3 GLOBAL OPPORTUNITIES FUND (MANAGED FUND) 

This Fund brings you a unique exposure to global equity markets through: 

• A high conviction, concentrated portfolio of approximately 30 stocks from both developed and emerging markets.  

• Stock specific opportunities focused on finding unappreciated positive change attributes. 

• Unique risk management to ensure that stocks drive returns rather than macro drivers. 

PORTFOLIO COMMENTARY  

The Fund returned 2.99% for the month ending 31 March 2023, underperforming the MSCI World Index by 0.81% 

For the quarter ending 31 March 2023, the Fund returned 10.70%, outperforming the MSCI World Index by 1.62%. 
 

CONTRIBUTORS TO RETURNS 

Positive contributors included Microsoft, Taiwan Semiconductor Manufacturing Company, and Intuit. Negative contributors 

included Chubb, Alstom, and Darling Ingredients. We discuss each in our commentary below. 

POSITIVE CONTRIBUTORS 

Microsoft 

Microsoft outperformed during March as it continued to roll out its Artificial Intelligence productivity tools. Microsoft was also 

an attractive proposition for investors as volatility spiked as a result of financial stability concerns following the collapse of 

Silicon Valley Bank.  

Taiwan Semiconductor Manufacturing Company (TSMC) 

TSMC is firmly positioned as the key enabler of the new computing revolution. Shares of TSMC outperformed, with strong 

chip demand expected in the next 24 months for both gaming and artificial intelligence usage. TSMC reported that revenue 

had continued to grow year on year in February. 

Intuit 

Intuit, the US financial software provider, outperformed after posting a strong set of results in February, and the US entering 

tax filing season. The company is well positioned for any economic slowdown, as essential tax and accounting software 

make up half of sales. 

NEGATIVE CONTRIBUTORS 

Chubb 

There were no company specific events during March. Chubb’s scale, disciplined underwriting, and management’s flexible 

approach with product mix should drive healthy underwriting margins over the long run. 

Alstom 

We continue to see an attractive structural growth story in global rail and Alstom can benefit as the global market leader. 

However, we have become increasingly aware of heightened cyclical challenges. The nature of the rail industry's lumpy 

order books, combined with less constructive financials of rail operators in a high inflation environment, led us to exit the 

position in March. 

Darling Ingredients 

Darling Ingredients has had a softer-than-expected start to the year due to lower global animal fat prices. This is due to 

lower energy prices and US regulatory updates. We continue to see Darling’s unique integrated feedstock and renewable 

diesel platform offering compelling value to shareholders. We believe the company will continue to have a strong earnings 

growth profile, particularly as markets for sustainable aviation fuel grow. 

 

  

S3 refers to the three attributes of the ideal stocks for the portfolio - Sustainable business models, Sustainable 

earnings, and Sustainable positive change. We assess a company against these attributes not today, but on our 

forecasting 5 years into the future. 
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Companies mentioned are illustrative only and not a recommendation to buy or sell any particular security. 

PORTFOLIO POSITIONING AND OUTLOOK 

The current portfolio is:  

• A concentrated portfolio of 30 value and growth companies  

• Highly differentiated positioning compared with the index and peers 

• Overweight Firetrail’s positive change themes 

• Overweight Europe, underweight Asia, equal weight Americas 

• Returns driven mainly by stock specific risk, rather than macro risk 

• Significantly lower carbon intensity than the index 

CARRIER GLOBAL DEEP DIVE 

A mainstay of US and Australian households for decades, the air conditioner, is now becoming a requirement for those that 

live in historically cooler climates. Global warming, a growing middle class, and favourable regulatory support has meant 

that the Heating, Ventilation, and Air Conditioning (HVAC) sector is seeing significant demand growth. We expect to see 

additional market tailwinds from megatrends including urbanisation, demographics, resource scarcity and indoor air quality. 

 

Heating and cooling the places where we live and work is responsible for 50% of all energy consumption in buildings and 

16% of all global greenhouse gas emissions. 

 

Improving the heating and cooling footprint of buildings will be key to meeting climate-related objectives of governments and 

corporations. It is one of the few areas where existing technology today can materially reduce emissions whilst also having 

no impact on comfort or ambience levels. 

 

It is important that as more HVAC units are installed, they are less energy intensive than the legacy units. Technology 

continues to improve, and it is estimated that installing a new HVAC system is an easy way for households and businesses 

to reduce their emissions and energy bills by around 30%. 

 

A market of only a few major companies 

 

Over the last 50 years the HVAC market in the US has consistently grown at 5-6% per annum, as penetration has grown 

from 25% in 1950 to around 90% today. This is much higher than in Europe, where we estimate HVAC penetration is only 

20%. Over time, we expect European and Asian HVAC penetration to trend towards the US, representing a growing market. 

 

Figure 1: Percentage of households with air conditioning today by country 

 

Source: Rocky Mountain Institute 

 

 

The US HVAC market is dominated by a few companies – Carrier, Trane, Johnson Controls and Lennox. These companies 

have a combined market capitalisation of USD $130 billion as at March 2023. The US HVAC equipment market is estimated 

to be between $50-60 billion in size. 
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Companies mentioned are illustrative only and not a recommendation to buy or sell any particular security. 

Faster market growth is underpinned by two key trends: 

 

1. Households and commercial properties are likely to increase the use of their HVAC systems (due to temperature 

changes), which will reduce the lifespan of installed units. 

2. Those that are replacing or purchasing a HVAC unit are likely to buy higher quality 

(and more expensive) units, as more energy efficient systems become a priority to reduce emissions. Upgrading a 

legacy air conditioner and saving 30% on energy makes both environmental and economic sense. 

 

An industry with a structural growth tailwind 

 

For Carrier, Trane, and Johnson Controls, around 80% of sales are generated from the commercial end market – heating 

and cooling hospitals, schools, and data centres. New residential exposure is only around 5% of group sales. This means 

that even if new housing volumes are down 30% the impact on the top line of these companies is less than 2%. 

 

Our analysis indicates that the commercial market has a robust outlook due to warming temperatures. Additionally, 

commitments to decarbonisation for corporations is being supported by tightening regulation. 

 

HVAC has benefitted from government regulation and monetary support from stimulus funding and incentives. In coming 

years, the HVAC sector is set to benefit from the Inflation Reduction Act (IRA) as well as the transition to more efficient 

refrigerants incentivising replacement of HVAC units over repair. 

 

The US government has begun phasing out the higher global warming potential refrigerant 410A, starting with mandated 

supply reductions and a full phase out by 2025. This has caused the price of “repairing” a legacy system to increase from 

around USD $1,200 to USD $2,000 over the last year, a large increase when considering an entry level system 

(approximately 50% of the market) is USD $5,000. 

 

This should continue to drive strong growth for sustainability-related areas in the HVAC market including intelligent/healthy 

buildings, indoor air quality and higher efficiency products like heat pumps. 

 

A Health and Wellbeing positive change leader 

 

Carrier had years of underinvestment due to being part of a conglomerate. Now a standalone company, it is better positioned 

with management focussed on providing the best energy efficient heating and cooling solutions in the industry. 

 

30% of Carrier’s residential heating sales in North America are heat pumps, while 33% of its commercial heating sales 

globally are heat pumps (this is up from 15% five years ago and is projected to grow to 50% within 5 years). 

Carrier is the number one provider of commercial heat pumps in Europe and is seeking to leverage its manufacturing 

footprint in this geography as residential households migrate towards heat pumps. Taking full ownership of Toshiba’s HVAC 

business in mid-2022 is also expected to further accelerate Carrier’s leading global presence in both the residential and 

commercial end markets. 

 

The business is well positioned for future growth. We expect that as management build a multi-year track record, Carrier 

will become known as a current leader in positive change. It is an ideal company for the Firetrail S3 Global Opportunities 

Fund with a sustainable business model contributing to positive change through lower emissions from heating and cooling 

solutions and improving air quality in buildings. 
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ONE INTERESTING THING THAT HAPPENED THIS MONTH… 

Memories of 2008 came flooding back to investors following the Silicon Valley Bank collapse and UBS’ acquisition of Credit 

Suisse. Given the headlines in the media, there has been a renewed interest in the rates payable on deposits with banks. 

 

Over the past year, most banks have been paying well below market rates and depositors have been slow to realise they 

can get a much better rate elsewhere. This has changed recently with depositors pulling money from traditional banks to 

invest in higher yielding securities like money market funds and US T-Bills. Google search trends support this search for 

higher interest rates.  

 

Banks will have to raise the rate of interest they pay to retain depositors. If they do, that will mean lower profits and fewer 

loans. The Firetrail S3 Global Opportunities Fund currently has zero exposure to US banks. 

 

Figure 2: Google searches for ‘high interest savings account’ have spiked this year 

(indexed to 100, where 100 is the highest result during the period) 

 

Source: Google 
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The name of the Fund was changed from Firetrail S3 Global Opportunities Fund to Firetrail S3 Global Opportunities Fund (Managed Fund) on 11 October 2022 to facilitate quotation of the 

Fund on the ASX.. 

This document is prepared by Firetrail Investments Pty Limited (‘Firetrail’) ABN 98 622 377 913 AFSL 516821 as the investment manager of the Firetrail S3 Global Opportunities Fund 

(Managed Fund) ARSN 653 717 625 (‘the Fund’). This communication is for general information only. It is not intended as a securities recommendation or statement of opinion intended to 

influence a person or persons in making a decision in relation to investment. It has been prepared without taking account of any person’s objectives, financial situation or needs. Any persons 

relying on this information should obtain professional advice before doing so. Past performance is for illustrative purposes only and is not indicative of future performance. 

Pinnacle Fund Services Limited ABN 29 082 494 362 AFSL 238371 ('PFSL') is the product issuer of the Fund. PFSL is not licensed to provide financial product advice. PFSL is a wholly-

owned subsidiary of the Pinnacle Investment Management Group Limited (‘Pinnacle’) ABN 22 100 325 184. The Product Disclosure Statement (‘PDS’) and Target Market Determination 

(‘TMD’) of the Fund are available via the links below. Any potential investor should consider the PDS and TMD before deciding whether to acquire, or continue to hold units in, the Fund. 

Link to the Product Disclosure Statement: WHT7794AU 

Link to the Target Market Determination: WHT7794AU  

For historic TMD’s please contact Pinnacle client service Phone 1300 010 311 or Email service@pinnacleinvestment.com 

Whilst Firetrail, PFSL and Pinnacle believe the information contained in this communication is reliable, no warranty is given as to its accuracy, reliability or completeness and persons 

relying on this information do so at their own risk. Subject to any liability which cannot be excluded under the relevant laws, Firetrail, PFSL and Pinnacle disclaim all liability to any person 

relying on the information contained in this communication in respect of any loss or damage (including consequential loss or damage), however caused, which may be suffered or arise 

directly or indirectly in respect of such information. This disclaimer extends to any entity that may distribute this communication. 

The information is not intended for general distribution or publication and must be retained in a confidential manner. Information contained herein consists of confidential proprietay 

information constituting the sole property of Firetrail and its investment activities; its use is restricted accordingly. All such information should be maintained in a strictly confidential 

manner.  

Firetrail aims to buy companies it believes may benefit from positive change in their business, industry or markets, or meet one or more of Firetrail’s proprietary sustainable investment 

themes, which have been grouped from the United Nations Sustainable Development Goals (SDGs). Positive change in this context refers to changes made by companies to 

implement one or more of Firetrail’s sustainable investment themes. Each company under consideration for the S3GO portfolio is assessed fundamentally by Firetrail to determine 

whether it currently meets, or is expected to within a 5-year investment horizon meet, one or more of Firetrail’s sustainable investment themes. Companies that do not meet at least 

one of Firetrail’s sustainable investment themes will not be included in the S3GO portfolio, and where Firetrail determines an investment no longer meets one of its sustainable 

investment themes, such investment will be divested as soon as reasonably practicable. 

Any opinions and forecasts reflect the judgment and assumptions of Firetrail and its representatives on the basis of information available as at the date of publication and may later 

change without notice. Any projections contained in this presentation are estimates only and may not be realised in the future. 

Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or reproduction in whole or in part of the information contained in this communication is 

prohibited without obtaining prior written permission from Firetrail. Pinnacle and its associates may have interests in financial products and may receive fees from companies referred to 

during this communication. 

This may contain the trade names or trademarks of various third parties, and if so, any such use is solely for illustrative purposes only. All product and company names are trademarks™ 

or registered® trademarks of their respective holders. Use of them does not imply any affiliation with, endorsement by, or association of any kind between them and Firetrail. 

MORE INFORMATION  

General enquiries 1300 010 311   

Existing client enquiries 1300 360 306 

www.firetrail.com  
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https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffiretrail.com%2Fwp-content%2Fuploads%2FFiretrail-S3-Global-Opportunities-Fund-PDS.pdf&data=04%7C01%7CChris.Robinson%40Firetrail.com%7C548a34b6f857439a410d08da1da41728%7C35cf8e31ecbc469399faa3d4d4dbd0de%7C0%7C0%7C637854888700791908%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=OuXglG%2FeYfNrav2rPhVwrnAk9WKKKcFGdtjUsOJMv8s%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffiretrail.com%2Fwp-content%2Fuploads%2FFiretrail-S3-Global-Opportunities-Fund-TMD-Factsheet-.pdf&data=04%7C01%7CChris.Robinson%40Firetrail.com%7C548a34b6f857439a410d08da1da41728%7C35cf8e31ecbc469399faa3d4d4dbd0de%7C0%7C0%7C637854888700791908%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=TJxslCh3H%2BtrLIk19YrsaUskNrnE%2BHhAD2jCRtplirk%3D&reserved=0
mailto:service@pinnacleinvestment.com
http://www.firetrail.com/

