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inception: March 2002. Past performance is not a reliable indicator of future performance.

Overview

Growth of $100,000 Since Inception

• The Trust was up 4.9% net of fees outperforming the Small Ordinaries
Accumulation Index return which was 4.1%.

$575,000
$516,317

• Many of our key holdings recovered strongly as the redemption
activity in small caps began to abate.

$475,000

• It was also pleasing to see takeover activity increasing across several
small cap sectors with the Trust directly benefiting from the merger
proposal from A.P. Eagers for Automotive Holdings.

$375,000

• Earnings updates during April were mixed with several companies
confirming guidance while others noted some deferral of contracts to
FY20.
• While the market is beginning to look expensive again (at 16.3X FY20
earnings) our portfolio represents solid value at 10.5x FY20 earnings
and a gross yield of 5.6%.
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The aim of the Trust is to grow the value of your investment over the
long term by investing in a portfolio of listed Australian companies
predominantly outside the S&P/ASX Top 100 Index, and to provide a
total return (after fees) that exceeds the S&P/ASX Small Ordinaries
Accumulation Index measured on a rolling three-year basis.

Portfolio Managers

Trust FUM

Andrew Smith and Julian Guido

AUD $145 million

Distribution Frequency

Minimum Initial Investment

Half yearly

$25,000

Trust Inception Date

Fees

March 2002

1.20% + Perf fee

2014

2016

2018

Index

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.
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INTEGRAL DIAGNOSTICS LTD

4.9

0.0

PWR HOLDINGS LTD

4.4

0.0

IMDEX LTD

4.2

0.2

NAVIGATOR GLOBAL INVESTMENTS

3.7

0.3

AUSDRILL LTD

3.1

0.5

BAPCOR LTD

3.0

0.8

SRG GLOBAL LTD

2.7

0.0

PACIFIC ENERGY LTD

2.6

0.0

EML PAYMENTS LTD

2.5

0.2

SILVER LAKE RESOURCES LTD

2.5

0.3

APIR Code
IOF0214AU

Sector Active Exposure vs Index
Portfolio Characteristics – FY20

Trust

Index

10.5

16.3

Price to Free Cash Flow (x)

8.6

15.3

Gross Yield (%)

5.6

4.3

Price to NTA (x)

1.9

2.0

Price to Earnings (x)

Source: Perennial Value Management. As at 30 April 2019
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.
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Consumer Discretionary
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Trust Review
We added Automotive Holdings (AHG, +37.1%) to the Trust in March
and were pleased to see the proposed merger from A.P. Eagers. If the
merger is successful then the combined entity would have a market
capitalisation of over $2bn and an estimated 12.0% market share.
Many of our positions were negatively impacted last quarter by the
selling pressure as a result of redemption activity amongst several small
cap managers. Some of this began to reverse in April in the absence of
any news flow with Navigator (+28.9%), HRL Holdings (+16.7%),
Reliance Worldwide (+13.2%), PWR Holdings (+12.3%) and Adairs (+
11.8%) all up strongly.
Integral Diagnostics (+22.9%) benefited from attractive government
funding proposals from both sides of politics with a return of indexation
with the Labor Party also proposing specific funding for expanded
imaging diagnostics for cancer. Integral also reiterated their earnings
guidance at month end.
Two stocks which have held back the portfolio in CY19 also began to
recover with some positive news flow during the month. SRG Global (+
14.8%) announced several new contract wins and a renewal which
begins to de-risk their publicly stated ambition of a “step change profit
growth in FY20”. Metals X (+19.1%) announced a reset plan for their
troublesome Nifty copper operation along with continued cash
generation from their strongly performing Renison Tin mine.
Seven Group (+11.3%) increased earnings guidance from 25.0% EBIT
growth to 40.0% primarily driven by the strength of Westrac (Caterpillar
dealership) while Coates Hire continues to be impacted by poor
weather.
EML Payments (+11.7%) announced an extension of their contract with
Bet365 to now include New Jersey. This is the second contract for EML
in New Jersey with it becoming legal in more states. The graphic to the
right shows how many states have legislation at various forms to
legalise sports betting, yet only 7 states have formally legalised to date.
While we are yet to capture this revenue in our forecasts it represents
large growth potential for EML.

Source: https://www.legalsportsreport.com/sportsbetting-bill-tracker

On the negative side several positions were weaker after announcing
negative earnings updates.
Two of these updates (Revasum -20.6%, Austin Engineering -14.3%)
referenced contract deferrals and delays into FY20. While not a
positive we view these downgrades as less significant as there is an
important difference between the delay of existing orders compared to
a more structural or cyclical downgrade. In both cases our estimates of
FY20 earnings have not changed materially indeed the deferral of work
to that year could provide upside to our forecasts.
Dacian Gold (-18.9%) delivered lower production than forecast for the
March quarter albeit they exited the quarter with much improved
outcomes for the month of March, with solid production forecast for
the June quarter as a result.
At month end we held 62 positions and cash of 2.3%.

Global, Currency & Commodities (%)

Market Review – Australia (%)
S&P/ASX Small Ordinaries Index

+4.1

S&P500

+3.9

Energy

+1.9

Nikkei225

+5.0

Materials

-2.0

FTSE100

+1.9

Industrials

+6.1

Shanghai Composite

-0.4

Consumer Discretionary

+7.8

RBA Cash Rate

1.50

Health Care

+7.3

AUD / USD

-0.9

Financials-x-Real Estate

+5.9

Iron Ore

+6.2

Real Estate

+0.5

Oil

+6.4

Information Technology

+7.2

Gold

-0.7

Telecommunication Services

+6.3

Copper

-1.3

Utilities

-0.4

Invest Online Now

Contact Us
Level 27, 88 Phillip Street Sydney NSW 2000
Signatory of:

1300 730 032

invest@perennial.net.au

www.perennial.net.au

Issued by: The Investment Manager, Perennial Value Management Limited, ABN 22 090 879 904, AFSL: 247293. Responsible Entity: Perennial
Investment Management Limited ABN 13 108 747 637, AFSL: 275101. 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. 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 and application forms can be found on Perennial’s website www.perennial.net.au.
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