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Small Companies Strategy – Investment Newsletter 

 

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 30th April 2020) 

Month 
(%) 

Rolling 3mths 
(%) 

Rolling 1yr 
(%) 

Rolling 3yrs 
(%) 

Inception 
(%) 

JMFG Small Companies Strategy +17.03 -16.88 +4.37 +35.07 +115.87 

Small Ords Accumulation Index +14.27 -19.00 -13.31 +10.06 +34.78 

Outperformance +2.76 +2.12 +17.68 +25.01 +81.09 

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

April saw a solid bounce in markets following six weeks of turmoil through to the end of March.  Such bounces are not uncommon 

following a rapid decline but are quite often unsustainable, as markets ultimately give way to economic reality.  Whether or not this is 

another of those false recoveries remains to be seen – regardless, we believe the right approach now is to focus on more sustainable 

growth in what is likely to be a weak economic backdrop.  We aim to retain a higher level of cash in the portfolio to take advantage of 

volatility, discounted capital raisings and other market opportunities as they arise.  Despite the high cash position over the month, the 

portfolio managed to outperform by 2.76%, rising 17.03% against the ASX Small Ords Accumulation Index rise of 14.27%.  The 

outperformance, in part, reflects the portfolio adjustments made largely through the prior month and to a lesser extent in April, as we 

shifted toward companies with a more sustainable outlook in the context of a weaker economic environment.  Over the rolling year, the 

portfolio increased 4.37%, compared to the ASX Small Ords Accumulation benchmark which was 13.31% lower. 

The better performing sectors during the month were some of the weakest in the prior month with Energy +24.9%, I.T. +22.5%, Consumer 

Discretionary +15.9% and Property Trusts +13.7%.  Worst performers included some of the best performers in the prior month and 

included Consumer Staples +2.4%, Utilities +2.7%, Financials +2.8%, and Health Care +4.4%.  The one sector that performed poorly across 

both months was the Financials sector.  During the month, we exited Genetic Signatures on price strength and introduced several stocks at 

attractive prices including Collins Foods, Clover Corporation, Super Retail Group and Kathmandu.  We also reduced our positions in 

Netwealth and Xero on relative price strength.   

Our best performing stocks over the month included SenSen Networks +73%, Temple & Webster +68%, PKS Holdings +53% and LiveTiles 

+45%, whilst our worst performers were mainly REITs including SCA Property Group -1.8%, APN Industria +1% and Centuria Industrial +2%.  

Our cash position at month-end stood at 17.1%.  

Chart of the Month – WTI Crude Oil Global Spot (US$/bbl) 

 

 

 

In April, WTI Crude Oil prices crashed to 

an historic low with producers paying 

consumers to take their oil after storage 

capacities were overwhelmed. Oil 

markets have been treacherous since the 

outbreak of Covid-19, with travel 

restrictions contracting demand for oil. 

March then saw the dissolution of the 

OPEC+ agreement; an agreement 

between large oil exporting countries 

which aims to limit supply and thereby 

control price to ensure an economic rate 

of return is achieved for the major 

producers.  

 
Russia first refused to lower their oil production in line with other OPEC+ countries to which Saudi Arabia responded by significantly 

lowering their export price. This simultaneous supply and demand shock led to WTI Crude Oil prices moving into negative territory, 

reaching -US$37/barrel on April 20th as storage facilities filled and unable to take further deliveries. While negative oil prices are 

interesting in their historical significance, they are unlikely to last for an extended period of time, as storage and production capacities are 

calibrated.  In the short term prices may continue to be volatile given the considerable demand uncertainty as we move into the northern 

hemisphere summer, and given the uncertainty around the extent and timing of economies opening up again and removal of physical 

distancing and travel restrictions. 



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 April 2020 

JMFG Small Companies Strategy ASX Small Ordinaries Index 

Best Worst Best Worst 

SenSen Networks – SNS SCA Property Group – SCP Mesoblast – MSB Dacian Gold – DCN 

Temple & Webster – TPW APN Industria REIT – ADI New Century Resources – NCZ Liquefied Natural Gas – LNG 

PKS Holdings – PKS Centuria Industrial REIT – CIP Paladin Energy – PDN Navigator Global – NGI 
 

Due Diligence – A closer look at a stock of interest 

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

SenSen Networks (SNS) – up 73% for the month.  SenSen made several announcements during the month, including annual recurring 
revenues exceeding A$4m and this was prior to a contract win of $2.5m over a five-year period.  It also announced completion of road 
safety camera deployments in NSW. 

Mesoblast (MSB) – up 143% for the month (Not held).  Mesoblast had a strong rally following the announcement that its Remetemcel-L 
cell therapy technology achieved 83% survival in ventilator-dependent COVID-19 patients with moderate/severe acute respiratory distress 
syndrome. 

SCA Property Group (SCP) – down 1.8% for the month.  SCA Property shares came under pressure after announcing a $250m+ capital 
raising announcement on the 6th April at $2.16/share.  At the time of announcement, the share price was $2.36. 

Dacian Gold (DCN) – down 58% for the month (Not held).  Having been suspended since early February, Dacian shares began trading again 
in April, following a fully underwritten $98m capital raise at $0.30/share. 

Collins Foods (CKF) 

Collins Foods operates food service retail outlets.  Its operations include KFC outlets in Australia, Germany and Netherlands, Sizzler 

restaurants in Australia and Asia, and, more recently, Taco Bell restaurants in Australia.  Collins Foods listed on the ASX in 2011, but the 

business began in 1968 when it was granted the franchise licence for KFC in Queensland.  At the time of listing in 2011, the business 

consisted of 119 KFC stores and 26 Sizzler stores in Australia.  Since listing, it has acquired 83 additional KFC outlets across Australia and 

entered Europe with the acquisition of 12 KFC restaurants in Germany and 16 in the Netherlands.  In addition to the acquisitions, it 

continues to build new restaurants across the geographic regions in which operates.  Its entry into Taco Bell began in 2017 and currently 

has around 10 outlets. 

Collins Foods has enjoyed a long track record of earnings growth through a combination of acquisition, organic store growth, same store 

sales growth, scale efficiencies and innovative product development.  It continues to deliver product at highly attractive price points 

relative to other fast food outlets, which underpins its long growth track record. 

We recently purchased Collins Foods for the JMFG Small Companies Strategy when its price was depressed early in April.  Purchased on 

mid-teen price-to-earnings multiples, we felt that Collins Foods met several of the criteria for sustainable growth despite the weaker 

economic backdrop.  In particular: 

• Its large drive-through operations meant that it could keep trading despite physical distancing requirements 

• Acquisition and organic growth opportunities should continue despite the weaker economic backdrop, albeit at a potentially 

slower rate than prior to COVID-19   

• Its price point in relation to takeaway alternatives means that most families/individuals would continue to find the product 

within reach of weekly budgets 

• Many families/individuals on tighter budgets moving forward will potentially trade down to Collins Foods price points, either 

from more expensive takeaway options or as an alternative to dine-in options when the restaurant trade does reopen 

• Taco Bell provides an alternative growth option for the company  

 

In early May, Collins Foods provided a trading update, reporting sales 

trends over the five weeks to 3rd May 2020.  KFC Australia (80% of 

revenues and the bulk of earnings) saw food court foot traffic and sales 

significantly lower, but the remainder of the Australian KFC network 

experienced 4.0% growth, for a net 0.9% overall sales decline in the 

five week period.  With easing of restrictions we expect sales to move 

back into positive territory shortly. 


