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Overview

Growth of $100,000 Since Inception
$650,000

• The Trust was down -0.3% net of fees, underperforming the Small
Ordinaries Accumulation Index (the Index) return which was up
+1.6%. For the financial year to date the Trust has returned +9.0%
(net of fees), compared to the Index return of +4.2%.
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• The Trust was not able to keep pace with the market in November
with a strong performance at the Index level from stocks not held on
valuation grounds (e.g. Technology One and Fisher & Paykel
Healthcare both up>17% and trading on >45x PE on FY20 estimates).
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• Disappointing updates from Metals X (down 35.3%) and G8
Education (down 23.5%) offset positive earnings updates from
Navigator Global (+17.1%), Emeco (+12.6%) and an acquisition from
EML Payments (+19.7%).
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• We used weakness to add to stocks where sizeable falls appeared to
be driven more by institutional flows than fundamentals (eg. Baby
Bunting, Otto Energy, SRG Global and Fleetwood falling between 616% during the month).
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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.

Trust (%)

Top 10 Positions

• The portfolio represents solid value at 13.6x FY20 earnings (a 26.5%
discount to the Index) and a gross yield of 4.3%.

Index (%)

ALLIANCE AVIATION SERVICES L

4.0

0.0

Perennial Value Smaller Companies Trust

INTEGRAL DIAGNOSTICS LTD

3.8

0.0

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.
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AUD $149 million
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APIR Code
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Portfolio Characteristics – FY20
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Source: Perennial Value Management. As at 30 November 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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Trust Review
EML Payments (+19.7%) provided a strong 1Q20 trading update and
announced the acquisition of Prepaid Financial Services (PFS) via a
placement which we participated in.
We first entered EML in 2014 via a placement (at 50c) to fund the
acquisition of Store Financial UK. We have supported subsequent
acquisitions with management demonstrating a solid record on
integrating and lifting the earnings of each acquisition. While the
multiple paid for PFS is the largest to date, it is also the most sizeable
target (£40m net revenue and £12m EBITDA in CY19) and the most
strategic. It introduces some very large new verticals for EML, with a
large exposure to digital banking and government/charity payments.
Navigator Global Investments (+17.1%) provided a positive update
including cost cutting initiatives. This lifted earnings guidance to
US$33.5m which was ahead of analyst expectations.
Emeco Holdings (+12.6%) provided strong 1h20 earnings guidance.
This refects both high utilisation rates (from stronger mining sector
volumes) plus efficiency benefits from the Matilda and Force
acquisitions.
Johns Lyng Group (+14.6%) management highlighted strong 1H20
momentum at the AGM and a large opportunity within the Strata
market (post the Bright & Duggan acquisition). We believe current
guidance is likely to prove conservative with current market forecasts
likely to be upgraded.
Calix (+15.1%) gained investor attention after presenting at two
conferences during the month.
Detracting from performance was Baby Bunting (down 15.4%) declining
on no news flow during the month. The October AGM saw management
reiterate guidance as the company benefits from an improved market
position following a period of market consolidation. We like that
management are continuing to invest in the business by improving their
consumer offering, including their website and online presence.
Metals X (down 35.3%) announced they weren’t going to hit their ‘reset
plan’ targets – a disappointing outcome given the amount of capital
and time applied in an effort to return the mine to historic run rates.

Source: EML Payments Prepaid Financial Services Acquisition Presentation

Stocks which were weaker for less obvious reasons were SRG Global,
Fleetwood and Otto Energy – in all cases we added on weakness.
Looking forward, we are excited by two IPO’s we have invested in that
are listing in December, with both enhancing the growth profile of the
portfolio.
At month end we held 67 positions and cash of 1.9%.
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Small Cap Portfolio Managers: Andrew Smith (left) and Julian Guido (right)

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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