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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 31st May 2020) 

Month 
(%) 

Rolling 3mths 
(%) 

Rolling 1yr 
(%) 

Rolling 3yrs 
(%) 

Inception 
(%) 

JMFG Small Companies Strategy +11.70 +3.76 +17.59 +52.65 +141.14 

Small Ords Accumulation Index +10.59 -1.91 -4.42 +24.37 +49.04 

Outperformance +1.11 +5.67 +22.01 +28.28 +92.10 

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

The ASX Small Ordinaries Accumulation Index has rallied 26% through April and May following the c30% fall across February and March. 

The rise off a significantly smaller base leaves the Index around 13% below its all-time high reached towards the end of February.  The JM 

Small Companies Strategy has outperformed over this timeframe, achieving a further 1.1% outperformance in May and accumulating 

around 5.7% outperformance over the three months to the end of May 2020 and 22.0% over the twelve month period.   

The month saw a diverse range of sectoral performances. Whilst the ASX Small Ordinaries Accumulation Index increased 10.59%, the ASX 

200 index rose a more modest 4.36%.  The higher performance from the ASX Small Ordinaries index was primarily driven by strong 

performances in I.T., Gold and Property Trusts, where the ASX Small Ordinaries Index has a much higher proportional weighting of these 

companies than their proportional weighting in the ASX 200 Index.  The best performing sector was 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%. 

During the month, we exited Shopping Centres Australia, on post capital raise price strength and exited the majority of our holding in 

SenSen.  We also reduced holdings in PolyNovo and Mach7, both on price strength.  We added to our holdings in Super Retail Group and 

Kathmandu Holdings, and introduced a new gold and base metal stock, Aurelia Metals, into the portfolio.   

Our best performing stocks over the month included Nearmap +50%, Kathmandu +33%, Super Retail Group +32% and Breville Group 

+27%, whilst our worst performers were SenSen Networks -11%, Bravura Solutions 0%, and Infigen Energy +2%.  Our cash position at 

month-end stood at 13.8%.  

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

 

 

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 similarities with 

retail performance during the GFC. 

 

 

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. 

 

 



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 May 2020 

JMFG Small Companies Strategy ASX Small Ordinaries Index 

Best Worst Best Worst 

Nearmap – NEA SenSen Networks – SNS IVE Group – IGL Select Harvests – SHV 

Kathmandu Holdings – KMD Bravura Solutions – BVS Southern Cross Media Group – SXL Freedom Foods – FNP 

Super Retail Group – SUL Infigen Energy – IFN Eclipx Group – ECX New Hope Corporation – NHC 
 

Due Diligence – A closer look at a stock of interest 

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

Nearmap (NEA) – up 50% for the month.  Nearmap provided a trading update in May, announcing annual contracted value exceeding 
$102m based on a 70c A$/US$ exchange rate and on track to be cashflow breakeven by the end of FY20, in part a result of the 
implementation of operating and capital cost savings. 

Ive Group (IGL) – up 73% for the month (Not held).  With no new operational news during the month the rally suggests that IVE Group was 
oversold when the share price fell from over $2.50 in January to under 30c in March at the low point of the market decline. With the 
market rise IVE Group finished May at $1.17.  

SenSen Networks (SNS) – down 11% for the month.  Having risen by 73% in the prior month, SenSen eased back in May with no 
operational news released to the market through the month. 

Select Harvests (SHV) – down 14% for the month (Not held).  Select Harvests released its first half FY20 result with NPAT $2.7m lower at 
$17.4m and EBITDA $4m lower at $34.5m and earnings per share 13.8% lower. 

Aurelia Metals (AMI) 

Aurelia Metals owns and operates mines and two processing facilities in the polymetallic Cobar Basin, located in and around the township 

of Cobar in central NSW.  The company through its processing facilities at the Peak plant produces gold doré, and after its recent $53m 

upgrade is now able to process high grade Chronos Lead-Zinc ore to produce separate copper, lead and zinc concentrates, at throughput 

rates of up to 800,000 tonnes per annum.  The capacity now available is set to be utilised with the processing of high-grade 

Gold/Lead/Zinc ore from its recently discovered Kairos deposit.  The Hera plant can process up to 480,000 tonnes per annum to produce 

gold-silver doré and a bulk lead-zinc concentrate. 

Aurelia Metals has had its complications in the past with inconsistent grades leading to volatile costs on a per ounce basis.  The new 

facilities at the Peak plant should provide greater flexibility to manage varying ore grades, but in the very short term, having processed 

lower grade reserves over recent quarters, the operations are moving back into better grade ore over the next quarter.  More importantly 

though the company has several highly prospective targets that have generated attractive grades across both its gold and base metal 

targets.  Future drilling has the potential to expand existing reserves and resources well beyond current levels.  The primary regional focus 

is on the recently discovered Federation system of Zinc/Lead/Gold/Copper/Silver ore, where a rapid drill-out is proposed.  Initial drill 

results have revealed some very high overall grades across the combined base and precious metals targeted, which is particularly 

encouraging given the very long history of metals that have been discovered and mined within the Cobar basin.  

. 

Following the recent share price decline on the back of 

weaker quarterly production levels, toward the low 

30c levels, we feel the risk/reward is starting to look 

attractive for Aurelia.  Higher near term ore grades 

combined with more flexible and efficient processing 

facilities should place Aurelia in a position to expand 

production over the next twelve months.  Should it 

also achieve any level of exploration success we would 

expect reasonable upgrades to reserve and resource 

levels over coming years.    

The company has a solid balance sheet with in excess 

of $50m in cash at the end of the March quarter, 

providing a degree of comfort as it transitions into 

higher grade ore reserves.  


