
JM Financial Group                                Level 8, 140 Bourke St, Melbourne, VIC, 3000                                      Web: www.jmfg.com.au 
AFSL 238397 ABN 68 007 364 132                           Ph: +61 3 9627 9900                                                                       Email: enquiries@jmfg.com.au 

 

                            Issue 11:  March Quarter 2020 

 

Innovation Strategy – Investment Newsletter  
 

Although the JMFG Innovation Strategy is generally representative of client portfolios, Individual performance may differ from the results above.  These differences can arise due to various issues, 

some of which may relate to initial timing of investments and cash inflows and outflows.  Performance is calculated on a TWRR basis, non-annualised, and includes fees (post 1 Jan 17), taxes and 

???% est. accrual of performance fees.  Strategy Inception for Performance Data is July 1st 2017.  S&P ASX Emerging Companies Accumulation Index (XECAI) is shown as a comparison guide only.  

Performance 
(As at 31st March 2020) 

March 
Quarter (%) 

Fin. Year to 
Date (%) 

Cal. Year to 
Date (%) 

Rolling 1yr 
(%) 

Inception 
(%) 

JMFG Innovation Strategy -23.06 -3.45 -23.06 +27.12 +24.74 

Benchmark - Fixed Rate 10.25% pa +2.56 +7.72 +2.56 +10.28 +28.19 

Emerging Companies Accumulation Index -38.40 -32.29 -38.40 -28.18 -18.98 

Outperformance vs Benchmark -25.62 -11.17 -25.62 +16.84 -3.45 

Innovation Strategy Industry Exposures – 31 March 2020      Principles of the Innovation Strategy 

 

 

  

 

 

 

The JMFG Innovation Strategy is designed to take 
advantage of listed Australian micro capitalisation 
companies that have potential to grow exponentially.   

Candidate companies typically have innovative concepts, 
technologies, or natural assets that are likely to be in 
demand through the development of technologies which 
have potential to become a part of everyday life within 
the foreseeable future. 

We aim to acquire companies once the technology or 
concept has been largely developed with 
commercialisation at or very close to realisation. We 
expect initial equity upside potential to be within the 
coming quarters, and sustainable upside for several years 
as execution of growth strategies are realised. 

In most circumstances, we aim to have a close 
relationship with management to ensure the companies 
invested in have the necessary skills to take their business 
from concept stage through to full commercialisation.  We 
would normally expect management to have a significant 
personal exposure to the success of the business. 

   

 

 

 

 

Quarter in Review – A review of events that influenced the portfolio in the March quarter 

Over the past six weeks we experienced one of the most extraordinary and challenging equity markets we have ever witnessed.  At its 

lowest point on 23rd March the ASX Emerging Companies Accumulation Index, on a rolling month basis, was over 52% lower than a month 

earlier.  While it brings us no joy to report the portfolio declined by a little over 23% over the quarter, we did manage to outperform the 

ASX Emerging Companies Accumulation Index by over 15%.  Over the rolling 12 month period the fund increased by over 27% compared to 

our fixed rate benchmark of 10.25%.   

Such rapid market change is typically a precursor to broad economic change, and as such often requires significant rethinking and re-

alignment of portfolio positions.  Upon reviewing the JM Innovation Strategy we removed a number of our smaller holdings.  However the 

portfolio was largely well positioned regardless of the economic backdrop with over 50% of the portfolio in Health related businesses and 

a relatively high level of cash, 21.5% at the start of January and over 28% by mid-March.  We essentially exited stocks with higher earnings 

risk in a moderating economic environment or with debt levels that may require redress on any earnings moderation.  We exited the small 

balance of our holding in Ioneer and exited Jervois, New Century Resources, Wisr, Raiz Invest, and SelfWealth while we added two new 

stocks, Resonance Health and LiveTiles, the latter being well capitalised.  We reduced holdings in Mach7 on price strength and topped up 

on PolyNovo and Alcidion on price weakness through the quarter.   

Over the past quarter, our best-performing stock was Genetic Signatures +70% with all other stocks falling.  The largest falls were amongst 

some of the smaller portfolio positions and included Resonance Health -47%, LiveTiles -44% and Volpara 42%.  The portfolio’s cash position 

at quarter’s end was 36.1%, up from 21.5% at the end of the December quarter.  The portfolio is well positioned to take advantage of 

opportunities as they arise but in the meantime we believe the portfolio is well exposed to high quality innovative growth businesses. 



Important Information - JM Financial Group has made every effort to ensure the accuracy of the information contained in this document. However, no warranty is made as to the 

accuracy and reliability of the information. Past performance is no guarantee of future performance. This report does not take into account the reader’s investment objectives, 

particular needs or financial situation and is general information only. It should not be considered as investment advice nor be relied on as an investment recommendation. If you 

would like to discuss further, please contact us on +61 (3) 9627 9900. 

 

 

JMFG Innovation Strategy – Results Overview for Quarter Ending March 2020 

 
Hits & Misses – A summation of the top hits and misses for the portfolio during the quarter 

Genetic Signatures – up 70%.  Late in the month the company announced first shipments and regulatory submission for a Covid-19 
diagnostic test.  Essentially confirmation of CE mark will allow the kit to be sold in the UK and all European Union countries.  The kit is 
already being supplied in Europe and Australia under regulatory exemptions. 

 
PolyNovo – down 19%.  A number of positive news items over the month saw the stock peak above $3.20 before the Covid-19 crisis really 
set in, with the stock pulling back to $1.60 at month’s end.  The company announced its first $2m revenue month and positive trading 
updates in relation to Europe and UK/Ireland. 

 
SenSen Networks – down 49%.  As a relatively illiquid micro capitalisation emerging technology business, SenSen experienced a significant 
share price decline on limited volume.  There has been no change in business fundamentals and the company on a longer-term basis has 
significant growth potential.  Minor investment in the portfolio at less than 1.5%. 

 
Resonance Health – down 47%.  A relatively modest quarterly trading result was released for the December quarter and other than the 
announcement of a distribution agreement in the US, there was little to excite the market during the quarter. 

 

 

 

Top 5 Holdings by Weight at End March 2020 Quarter 

 

 PolyNovo  14.7% Dressing for full-thickness wounds and potential for use in reconstructive surgery 

Mach7 Technologies 14.6% Medical software enabling efficient access/use of healthcare data and imaging 

Genetic Signatures 5.9% Technology to screen a wide array of specific infectious pathogens rapidly 

Opthea   4.7% Developing combination therapies in wet age-related macular degeneration  

Codan    4.7% Electronics, comms, tracking and metal detection for wide range of applications 

 


