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Although the JMFG Small Companies 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 management fees paid (post 1 Jan 17), taxes and nil est. accrual of performance fees. Strategy Inception for Performance Data is July 1st, 2014. 

Performance 
(As at 31st March 2020) 

Month 
(%) 

Rolling 3mths 
(%) 

Rolling 1yr 
(%) 

Rolling 3yrs 
(%) 

Inception 
(%) 

JMFG Small Companies Strategy -20.64 -24.92 -4.51 +14.04 +84.44 

Small Ords Accumulation Index -22.38 -26.72 -21.02 -3.93 +17.94 

Outperformance +1.74 +1.80 +16.51 +17.97 +66.50 

Month in Review – A review of events that influenced the share market and portfolio in March 

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

point, on 23rd March, the ASX Small Ordinaries Accumulation Index, on a rolling month basis, was over 40% lower than a month earlier.  

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

of portfolio positions.  In these times a portfolio such as our Small Companies Strategy, with a higher proportion of developing growth 

companies, is at risk of significantly underperforming the broader market.  While it brings us no joy to report the portfolio declined by a 

little over 20% over the month, we did manage to outperform the index by 1.74%, and preserve as much capital as possible in the context 

of being a long only equity manager. Over the rolling year the portfolio declined 4.5%, compared to our benchmark which is 21% lower.   

No sector was spared in March with the better performers including Consumer Staples -3.6%, Industrials (large logistics and transportation 

exposure) -5.4% and Utilities -6.2%.  Worst performers included Energy -37.6% driven by a large decline in oil prices, Property Trusts -

35.1% and Financials -27.6%.  We made wholesale changes to the portfolio during the month and raised cash levels to over 20% by mid-

month.  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 Webjet, Auckland International Airport, Wisr, New Century Resources, Base Resources, 

Nine Entertainment and Citadel.  We also shifted our position from Resolute Gold (African gold producer) into Saracen and St Barbara, 

both of which have larger domestic gold production.  We also exited from Cromwell Properties into Centuria Industrial Properties, the 

latter, in our view, having lower rent reduction risk.  We reduced positions in Genetic Signatures on a strong rally in the share price. 

Our best performing stocks over the month included Genetic Signatures +57%, Saracen -3%, Pro Medicus -4% and Appen -5%, whilst our 

worst performers included SenSen -49%, Citadel Group -45% and Imdex -43%.  Our cash position at month-end stood at 23.5%, which we 

will be looking to partially deploy in some attractively priced companies over coming months.  

Chart of the Month – US Unemployment Claims                                    Initial Claims for Unemployment Insurance - Weekly 

 

 

 

Where Covid-19 ultimately takes us in terms of health, wealth and 

social wellbeing in the future is unpredictable, other than it will 

ultimately pass, like all other viruses the world has encountered.  There 

are very few people alive, or who have memory of experiences of what 

life was like through the Spanish flu period from late 1918 through to 

early 1920.  With the lack of timely communication at that time it is 

difficult to imagine that the response, by governments, society and 

financial markets, was anything like what we are experiencing today.  

Mandated isolation and distancing are having a profound impact on 

businesses, which in turn have led to unprecedented levels of stand 

downs and job losses across many industries.   

 

 

 

The chart opposite shows weekly initial claims for unemployment insurance under state programs in the U.S., as reported by the U.S. 

Department of Labour.  The most recent data point, which is not shown in the chart, is 3.5m weekly claims on a population base of 330m 

or 1.1% of the population.  The March 20 claims data if shown on the chart would extend more than three times above the top of the 

chart above.  Around the time of the oil crisis in 1975, weekly claims peaked at just under 600,000 when the US population base was 

around 210m, 0.3% of the population.  During the 1983/84 economic slowdown weekly claims peaked at 700,000, also around 0.3% of the 

population base of 230m, and during the GFC, weekly claims peaked at 650,000, or 0.2% of the population base of 310m.  So, in the 

context of weekly claims during past periods of crisis, and in relation to the population base at the time, the levels seen in recent weeks is 

unprecedented over the past fifty years.  It does not mean that any potential forthcoming economic deterioration/recession will be 

deeper or longer than any experienced in the past, it simply highlights that the rapidity of any economic decline is likely to be much faster 

than past experiences.  Who knows, it may also mean the recovery comes much faster when it does arrive.  In the meantime, stay safe.    

 



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 a 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. 

 

Best & Worst Performers for March 2020 

JMFG Small Companies Strategy ASX Small Ordinaries Index 

Best Worst Best Worst 

Genetic Signatures – GSS SenSen Networks – SNS Metcash – MTS Ardent Leisure – ALG 

Saracen- SAR The Citadel Group – CGL Kogan – KGN Southern Cross Media – SXL 

Pro Medicus - PME Imdex - IMD Fisher & Paykel - FPH Ooh!Media - OML 
 

Due Diligence – A closer look at a stock of interest 

Hits & Misses – A summation of the top hits and misses for the month of March 

Genetic Signatures (GSS) – up 57% for the month.  Late in the month the company announced first shipments and regulatory submission 
for 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. 

Metcash (MTS) – up 28% for the month (Not held).  As a consumer staple Metcash is seen as being a highly defensive stock in a weak 
economic environment and as such there has been a shift into such companies. 

SenSen (SNS) – down 48% for the month.  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%. 

Ardent Leisure (ALG) – down 77% for the month (Not held).  Ardent Leisure understandably withdrew earnings guidance through the 
month.  The impact of Covid-19 and subsequent social distancing requirements has seen the company close its entertainment and leisure 
facilities in Australia and internationally.  It may also need to raise equity to survive the current global crisis. 

OptiComm (OPC) 

OptiComm builds Fibre-to-the-Premise (FTTP) networks to households in new residential subdivisions, apartments and commercial 

buildings.  It essentially competes against NBN Co and other network operators in bidding for the rights to build the ducts and install the 

fibre that connects new households back into the core NBN trunk network.  Typically a contract is won on price, but reputation for on-

time delivery is also a key component of success.  OptiComm tenders for the right to construct the fibre infrastructure with major 

residential land developers.  The cost to build the fibre infrastructure is ultimately passed onto the end landowners in a new estate. 

On winning a tender and completing the network OptiComm owns the infrastructure into perpetuity and retains the right to manage the 

network and sell wholesale capacity to the many service providers that manage the relationship with the end user, the resident.  

OptiComm charges the resident a small fee for connection of the household into the network and retains the right to manage the network 

and sell wholesale capacity to the many service providers that manage the ongoing relationship with the resident. 

In recent years OptiComm has gained market share against NBN Co providing fibre to 35% of new Broadacre estates and 6% of new 

apartments. To date, fibre has been laid for over 114,000 premises and OptiComm has a contract pipeline to lay fibre for 144,000 

premises over the next seven years, ensuring continued organic growth in recurring revenue.  In FY19 OptiComm’s network operating 

revenue surpassed construction revenue for the first time, providing the company with a more stable revenue source of a recurring 

nature.  This will effectively provide greater protection over time against the vagaries of residential building cycles.   

OptiComm Revenue Sources Over Time 

 
Most importantly, OptiComm offers strong growth 

potential from their contracted pipeline; however even 

without this, investment can be justified based solely on 

their current and contracted recurring revenue stream. 

Even if construction of new fibre is significantly delayed, 

OptiComm is capable of generating in excess of $30m in 

recurring revenue from their existing network operations. 

This combined with a debt-free balance sheet places them 

in a solid position against adverse economic conditions.  

With unprecedented volatility in equity markets, and 

interest rates sitting at all-time lows, we see OptiComm as 

a defensive portfolio asset and yet has solid growth 

potential.  

 


