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Leaders Strategy – Investment Newsletter 

Although the JMFG Leaders 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) and taxes.  Strategy Inception for Performance Data is July 1st, 2014. 

Performance 
(As at 31st May 2020) 

Month 
(%) 

Rolling 3mths 
(%) 

Rolling 1yr 
(%) 

Rolling 3yrs 
(%) 

Inception 
(%) 

JMFG Leaders Strategy +5.28 -3.18 +1.11 +21.10 +48.37 

ASX 200 Accumulation Index +4.36 -9.92 -7.31 +13.98 +38.02 

Outperformance +0.92 +6.74 +8.42 +7.12 +10.35 

Chart of the Month – Retail sales relative performance over 20 years 

 

 

 

 

 

Month in Review – A review of the share market and overview of the portfolio for May 

Following the c27% fall across February and March, the ASX 200 Accumulation Index has rallied 13.5% through April and May.  The rise off 

a significantly smaller base leaves the ASX 200 Accum Index around 17% below its end of January 2020 value.  The JM Leaders Strategy has 

outperformed over this timeframe, achieving a further 0.9% outperformance in May, accumulating around 6.7% outperformance over the 

three months to the end of May and 8.4% over the twelve-month period.   

The month saw a diverse range of sectoral performances with an overall performance for the ASX 200 Accum of 4.36%.  Smaller companies 

within the All Ords had a more substantial increase, as evidenced by the 10.59% increase in the ASX Small Ordinaries Accum Index, which 

roughly comprises the 200 largest stocks by market capitalisation outside the top 100 companies.    The best performing sectors were I.T. 

rising 14.5%, followed by Telecommunications +8.4%, Materials +8.1% and Property Trusts +7.0%.  The ASX Gold Index, which is a subset of 

the Materials sector, increased 15.3% in May.  Weakest sectors included Healthcare -5.3%, Consumer Staples -0.4% and Utilities +3.1%.    

The big banks staged a late-month rally for the Financials Sector to finish up 5.2% after being flat for the first three weeks.   

During the month, we made small portfolio adjustments on the rising market.  We added SmartGroup to the portfolio based on its 

attractive pricing and relatively stable earnings base, given 96% of its customers’ employees work within Federal and State governments 

and departments, healthcare, education and not for profits.  We topped up our Commonwealth Bank holding following significant price 

declines and later in the month we trimmed PolyNovo and ANZ Bank on price strength.  We exited our small holdings in Technology One 

and Transurban on price strength with uncertainty around the revenue metrics for Transurban as working restrictions look set to continue 

for some time.  Cash at the end of the month was 15.6% of the portfolio, some of which is committed to Newcrest’s Share Purchase Plan.   

The stronger performers for the portfolio during the month were:  PolyNovo +26.7%, Qube Holdings +24.6%, and Ansell +23.5% 
 

The weaker performers for the portfolio during the month were:  CSL -10.7%, South32 -3.78%, and Woolworths -1.15%. 

  

In December 2008, there was a significant spike in both electronic goods sales and liquor sales, corresponding to the beginning of the first 

round of stimulus in response to the GFC.  With large stimulus measures again this year, in response to the pandemic, there was a similar 

spike during March.  However, in 2008, Australia did not experience a recession, which many view as inevitable in 2020.  While the 

economic performance so far presents some similarities to 2008, a recession along with rising unemployment could see the following 

months look very different.  If there is an argument for a V-shaped recovery it may well be that with historically all-time low cost of funds, 

the additional debt taken on by the government has a substantially lower cost to service relative to prior periods of government support. 

 

 

 

 

With the Consumer Discretionary sector 

comprising 13.2% of the XSO Small Cap Index 

and 7.1% of the ASX 200 Index, it will often 

hold a place in diversified company portfolios.  

The opposing chart magnifies how 

heterogeneous the sector can be, showing 

the relative performance of different 

components of retail sales over the last 20 

years.  It also demonstrates how these 

components have performed under difficult 

economic conditions at times.  With the 

current available data on the impact of Covid-

19 on retail, there appear to be similarities 

with retail performance during the GFC. 

 

 



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. 

 

  

How Australia Has Supported its Economy through the Pandemic Lockdown 

The table alongside summarises the COVID19 support packages 
provided by the Australian Government, the total amounting up 
to $260 billion in fiscal and balance sheet support.  The 
immediate support has no doubt had some positive impact on 
the financial markets by limiting the extent to which investors 
have had to dig into savings.   

The provisioning covers a forecast 5 financial years (including the 
current nearly ended financial year) – although most items are 
only applicable for the directly impacted years 2020/2021.  
Longer term (5-year) provisions are made for items such as 
superannuation, social security deeming, depreciation and write-
offs.  Further stimulus measures may be introduced or existing 
measures extended as required.  As an example, a new home and 
renovation stimulus package was announced in the first week of 
June.  While the extent of the support may be debated, 
nationalising the cost of this global dilemma is appropriate. 

At JMFG, we continue to research and evaluate the potential 
beneficiaries of these changing economic circumstances for our 
long-term investment strategies. 

 

Due Diligence – A closer look at a stock of interest 

 

 

SmartGroup Corporation (SIQ) 

SmartGroup is an Australia-based organisation which has grown from strength to strength since its beginnings in 1999 as a web-based 

salary packaging comparison tool “smartsalary.com”, through organic growth and acquisitions.  It now has a market cap of $900million.  

Over time, it has diversified into salary packing as well as fleet and workforce management, capable of fully outsourcing the functions 

offered, or providing its services in tandem with its cloud-based or in-house customised software platform.   

The full suite of services offered, in summary, are salary packing, novated leasing, fleet management and procurement, payroll 

administration, including share plans and incentive schemes, and workforce optimization consulting.  SmartGroup serves a wide range of 

enterprise sectors from healthcare and education providers to government and not-for-profit organisations, as well as the broader 

landscape of public and private for-profit corporations.  The diverse nature of these sectors indicates there is a strong core fundamental 

commonality for all Australian employers into which SmartGroup can offer its partnering services. 

At last report, the company had $40M cash at hand, a long term $60M debt and revenue around $250M, retaining $81M as profit.  

A strong balance sheet and relatively stable income position 

provides significant flexibility through economic cycles and as a 

last resort it can sacrifice part of its large annual dividend yield.   In 

CY19 the company paid 43.0 cents in fully franked ordinary 

dividends and a 20.0c fully franked special dividend.   

Given the nature of the bulk of SmartGroup’s clients were 

considered essential services employers, we anticipate the 

company may have experienced only relatively minor impact to 

income from the pandemic control measures.  In fact, it may 

weather the lockdown period well, given the portion of the 

business related to workforce optimization and payroll will have 

had additional billable reconfiguration and remote consultation 

work flowing. 

On a longer term basis with the economy moving into recession 

there is a greater risk around its novated car leasing business.  

Around 25% of its existing customer employees utilise 

SmartGroup’s novated leasing services and this part of the 

business is likely to slow for at least a period of time.   

Nevertheless, any short-term overall earnings decline is likely to 

be modest and we expect the high yield even excluding special 

dividends is enough to support the stock in a low yield 

environment.  Shares in the company trade on a P/E Ratio of 

around 14X.  

 
 

 

Economic Response Data sourced from Australian Treasury website 


