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JMFG Leaders Strategy
ASX 200 Accumulation Index
Outperformance

+2.28
+2.34
-0.06

+6.48
+8.48
-2.00

+15.55
+28.23
-12.68

+22.26
+32.90
-10.64

+60.10
+76.99
-16.89

+7.04
+8.61
-1.56

Performance

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 after management fees (post 1 Jan 2017),
performance fees (paid or accrued), GST, and excludes the effect of franking credits. Strategy Inception for Performance Data is July 1st, 2014.

Month in Review – A review of the share market and overview of the portfolio for May
The JMFG Leaders Strategy rose 2.28% for the month of May, underperforming the S&P/ASX 200 Accumulation Index which also had a strong
month, rising 2.34%, resulting in marginal underperformance against the benchmark of 0.06%. The Strategy underperformed its benchmark
by 2.00% for the rolling 3 months and has underperformed the benchmark by 12.68% for the rolling year. The annualised return since
inception, over six year ago, is 7.04%, compared to its benchmark return of 8.61% p.a.
Financials was the best-performing sector in the broader market, rising 5.7% for the month. Other strong-performing sectors included
Consumer Discretionary +3.5%, HealthCare +3.5%, Consumer Staples +2.5%, Property Trusts +1.7%, and Materials +1.7%. The worstperforming sector was I.T., falling 9.9% for the month, reversing its gains of the prior month. Other weaker-performing sectors included
Utilities -6.6%, Energy -1.8%, and Industrials -1.0%.
Larger companies overall outperformed small companies during the month of May. The S&P/ASX 200 Accumulation Index, which returned
2.34% for the month, outpaced the S&P/ASX Small Ordinaries Accumulation Index, which returned a modest 0.27%.
During May, we exited Ansell on expectations of increasing input prices hurting its gross margins. We added Ansell in February 2020, prior
to the major market fall, making it a strong outperforming stock for the portfolio during the downturn. During May, we also increased our
weightings in BHP Group and NAB. With most of its revenue being derived from iron ore and copper, BHP Group provides diversified
exposure to the ongoing boom in commodities. NAB has a greater relative exposure to business loans than the other major banks making it
a greater beneficiary of improving business conditions. The position in Megaport was reduced during the month on a rising price.
The strongest performers for the portfolio during the month included:
•

Commonwealth Bank +12%, Northern Star Resources +11%, Westpac Banking Corporation +8%

The weakest performers for the portfolio during the month included:
•

Appen -14%, PolyNovo -10%, Seven Group Holdings -7%, and Smartgroup Corporation -5%

Chart of the Month – Boom in Online Retail Sales

2020 was an outstanding year for online retailers with customers forced
into isolation, limiting traditional bricks and mortar shopping. However,
many online retailers face difficult year-on-year growth as 2021 sees
customers able to return to stores. The graph to the left illustrates this,
showing the total online sales as a percentage of total retail sales – 2021
seems to be returning to longer-term trend growth.
During May, online retailer Kogan released a trading update stating that
it had increased its inventory in 2020 to support growth, which led to high
warehousing costs when consumer demand fell below the levels of 2020.
Kogan’s share price now sits around 60% below its highest level, achieved
in October last year. Several other online retailers are also down
significantly from their highs: Temple & Webster Group down 30% from
October, Adore Beauty Group down 40%, and MyDeal.com.au down 60%
from their respective highs.
There is a clear longer-term trend of Australians shifting, or increasing the
number of, their purchases online, it is worth looking into how much of
this is persistent rather than transient spending. Businesses with more
sustainable models should see continued trend growth.
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Best

Worst

Best

Worst

Commonwealth Bank (CBA)

Appen (APX)

Resolute Mining (RSG)

EML Payments (EML)

Northern Star Resources (NST)

PolyNovo (PNV)

Whitehaven Coal (WHC)

Perenti Global (PRN)

Westpac Banking Corp (WBC)

Seven Group Holdings (SVW)

Gold Road Resources (GOR)

Nuix (NXL)

Hits & Misses – A summation of the top hits and misses for the month of May
Commonwealth Bank (CBA) – up 12% for the month. The Financials sector had a strong month rising 5.7%, with Commonwealth Bank being
the best performing member. During the month, the company put out a strong trading update for the quarter ended 31st March 2021.
Resolute Mining (RSG) – up 26% for the month (Not held). During May, gold rose 7.8% taking it back above US$1900/oz at the end of the
month. Resolute Mining also reported the sale of its exploration assets in Cote d’Ivoire.
Appen (APX) – down -14% for the month. During the month, Appen gave a presentation where the company spoke about overall business
conditions and how the Relevance product segment is maturing.
EML Payments (EML) – down 42% for the month (Not held). EML Payments is a payment card technology company that generates revenue
through providing reloadable debit card and gift card services to businesses. During the month, EML announced that the Central Bank of
Ireland (CBI) had “significant regulatory concerns”. The company also stated that directions to be made from the CBI could materially impact
EML’s European operations, a segment which constitutes 27% of its revenue.

Due Diligence – A closer look at a stock of interest
Worley Ltd (WOR)
Worley Limited is an Australia-based industrial engineering solutions company providing engineering, design, and project services, ranging
from management consulting through to ongoing operations maintenance, to key industry sectors globally, including energy, chemicals, and
resources. Worley’s geographical segments are divided into the Americas, Europe, the Middle East, and Africa (EMEA), and Asia-Pacific
(APAC) regions. Worley serves, and partners with, multi-national oil and gas supply, mining, and chemical processing companies, as well as
regionally and locally focused energy infrastructure organisations, and government owned utilities.
The company features an extraordinary history of mergers, acquisitions and demergers culminating in its current form. 1976-established
engineering consultancy Wholohan Grill and Partners acquired the Australian interests of US-based Worley in 1987 and took over the name
and continued expanding steadily through further partnerships and acquisitions. In 2002, Worley listed on the ASX and acquired US-based
Parsons Corporation’s E&C
division which itself had a
strong history dating back to
the 1940s. The company
rebranded the post-merger
identity as WorleyParsons and
kept expanding its territory and
business diversity to become
today’s global energy-focused
engineering organisation with a
market capitalisation over $6bn
and revenues exceeding $13bn
– and another name change,
back to Worley, 2 years ago.

Source: Worley Limited – Investor Day 2 June 2021

Attractive fundamentals, including a Free Cash Flow per Share Yield of 10.1%, low Capital Expenditure to Sales ratio of 0.4%, and 5-year
dividend growth of 19.3% are highlights in an overall favourable investment proposition vs global peers, and is even remarkable amongst its
ASX 300 Index energy sector peers.
In recent years, the company has been involved in several high-profile clean energy projects, including Australian government ARENA-funded
feasibility studies and demonstration plants for Green and Blue Hydrogen using electrolysis or pyrolysis with hydrogen fuel, ammonia, and
graphite outputs. On the 2nd of June, the company announced its sustainability transformation strategy – highlighting its broad areas of
expertise and commitments into sustainable energy pathways, and its existing growing sales pipelines in this rapidly growing space.
The company is well-placed to participate significantly in leading and developing the design and delivery of various technologies to channel
energy transfer and develop new energy materials as the world focuses on decarbonisation of energy production inputs.

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.

