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Prime Value Emerging Opportunities 
Fund Update – March 2021 

 
 Globally, the more value-oriented regions outperformed in the March quarter. Strongest performances came from Europe and the UK, 

while in the US, the S&P500 and Dow Jones indices outperformed the NASDAQ. 
 The fund returned +1.4% in March, 0.7% above the Small Ordinaries Accumulation Index of 0.8% and 0.8% above the benchmark of +0.7% 

(8% p.a.).  
 The fund has generated positive returns for 12 consecutive months and April has started strongly. As the economy evolves from the covid-

induced downturn of 2020, we are finding many new opportunities to buy high quality companies at attractive prices.   

 

Top five holdings (alphabetical order) Sector 
AUB Group Financials 

EQT Holdings Financials 

Mainfreight Industrials 

News Corporation Communication Services 

Pinnacle Investment Management   Financials 
 

* The top five holdings make up approximately 21.9% of the portfolio 

Feature Fund facts 

Portfolio Manager  Richard Ivers  

Investment objective 

Achieve superior total returns by providing 
medium to long term capital growth by investing 
in smaller capitalisation companies. 
 

Benchmark 8% p.a. 

Inception date 8 October 2015 

Typical number of stocks 25-50 

Cash 0 - 100% 

Unlisted Exposure 0 – 20% 

International Exposure 0 – 20% 

Distributions Half-yearly 

Suggested Investment 
Period 3 + years 

 

 Total Return* Benchmark  
(8% pa) Value Add 

Since Inception (p.a.) 14.9% 8.0% 6.9%                                  
5 Years (p.a.) 14.7% 8.0% 6.7%                                  
3 Years (p.a.) 17.8% 8.0% 9.8% 
2 Years (p.a.) 23.6% 8.0% 15.6% 
1 Year  63.3% 8.0% 55.3% 
3 Months 2.8% 1.9% 0.8% 
1 Month 1.4% 0.7% 0.8% 

* Fund returns are calculated net of management fees and performance fees assuming all distributions are re-invested. Performance figures have been calculated in accordance 
with the Financial Services Council (FSC) standards. The returns exclude the benefits of imputation credits. Past performance is not necessarily an indicator of future performance. 
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Holdings by 
Sectors

Financials

Consumer Discretionary

Industrials

Health Care

Information Technology

Real Estate

Communication Services

Consumer Staples

Cash

 Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun FYTD ITD 

FY 2016     6.3% 0.7% (0.2%) (3.9%) 2.4% 3.3% 2.4% (0.2%) 13.8% 13.8% 

FY 2017 7.4% 2.5% 1.6% (0.3%) (6.0%) (2.0%) 1.1% (1.6%) 1.8% (1.8%) (1.2%) 2.5% 3.4% 17.6% 
FY 2018 1.3% 1.8% 2.3% 2.7% 1.5% 3.9% (0.8%) 0.6% (2.2%) (0.5%) 3.9% 3.4% 19.0% 40.0% 
FY 2019 (0.8%) 2.9% 2.1% (4.8%) (2.0%) (5.8%) 1.5% 5.8% 1.9% 2.7% (1.0%) (0.6%) 1.2% 41.7% 
FY 2020 5.3% 2.0% 1.5% 4.5% 4.2% 0.5% 1.9% (5.8%) (19.1%) 12.7% 11.6% 1.4% 18.1% 67.3% 
FY 2021 3.6% 6.0% 0.2% 0.7% 9.0% 3.2% 0.7% 0.6% 1.4%    28.1% 114.2% 
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Market review  
Global equities rallied in March despite global bond yields continuing to rise 
as investors oscillated between growth and value stocks. The MSCI World 
Developed Markets index dropped -3.3%, underperforming against the 
Emerging Market’s World Index return which rose +1.5% in US Dollar terms. 
The DJ Euro Stoxx Index (-4.3%) and The FTSE 100 Index (-2.7%) also both 
dropped, however the Nikkei 225 Index rose +2.3%. 
The Australian Dollar fell 0.007c against the US Dollar to $0.767 as the 
spread between Australian and US bond yields narrowed and commodity 
prices pulled back. Iron Ore prices fell to US$174/Mt (-US$16/Mt) and gold 
prices fell. Oil prices declined to US$63.54/bbl (-US$2.59/bbl). 
The ASX300 Accumulation Index rose by 2.3% in March, underperforming 
against the DM World Index return of 4.4% in local currency terms. 
Following the spike in February, Australian bond yields fell modestly in 
March, supporting returns for the Utilities, Discretionary and 
Communications sectors - the Consumer Discretionary (+7.0%), Utilities 
(+6.8%), and REITs (+6.6%) sectors outperformed in Australia. The largest 
underperforming sectors were Materials (-3.0%) and IT (-2.9%). Large caps 
led the market higher again, with the ASX50 Index up 1.8% compared to a 
0.7% increase in the Small Ordinaries Index. This is consistent with the US 
market, where the Russell 2000 underperformed the S&P500 Index by 4.4 
percentage points. 
Style rotation remained a dominant theme through 1Q21. A strong rebound 
in cyclical earnings, a steepening yield curve, optimism around the re-
opening of economies and expansionary fiscal policy are supporting cyclicals 
over growth stocks. This can be seen in the clear outperformance of 
Financials and the underperformance of the Technology sector. 
Interestingly, the Materials sector underperformed during the quarter, 
despite seeing a strong level of earnings upgrades. A late pull back in iron 
ore and base metals prices during March weighed on the sector following a 
period of strong outperformance in 2H20. 

Fund review & strategy 
The fund’s return was +1.4% in February, 0.8% above the benchmark of 
+0.7% (8% p.a.) – difference is rounding.  
Key positive contributors for the month were Mortgage Choice (MOC 
+64.1%), News Corp (NWS +9.2%) and United Malt Group (UMG +11.5%). 
Key detractors were EQT Holdings (EQT -7.4%), Oceania Healthcare (OCA 
-9.8%) and Chorus (CNU -14.2%). 
Typically, our best investments are when we identify value in a company 
that is not widely understood or reflected in the stock price. Often the 
company in question is unloved by the market which can be overly short 
term focused. We think of it like planting a seed – we expect that 
investment to sprout and grow over time. However the timing of this 
“sprouting” is hard to predict as it is dependent on others in the market 
also recognising value in the underlying asset and bidding up the stock 
price to reflect it. This is one reason why our investment performance will 
vary through time. In some periods many seeds will be sprouting at once, 
while at others we are planting many seeds but few are sprouting. 
Consequently investment performance should be judged over the long 
term, not monthly or quarterly. April 2021 will mark the 3 year 
anniversary of the current portfolio manager of this fund and to date 
returns have been strong.  
In March one of our holdings, Mortgage Choice, received a takeover offer 
from Realestate.com at a 66% premium to the existing stock price. This 
followed a weak February when the stock was -13% on a reasonable but 
underwhelming profit result. Clearly, a stock price can vary significantly 
from day to day while the underlying value moves more slowly. This 
creates opportunities for longer term investors.   
Another example is United Malt Group (UMG). Since our purchase it has 
generated a moderate return but below the fund’s overall return (it has 
underperformed). However we believe the outlook has improved i.e. 
UMG appears to be a seed that has not yet sprouted. UMG is the world’s 
4th largest supplier of malted barley to beer and whiskey manufacturers. 
Its key market is the US (60% of revenue), along with UK (20%), Asia (15%) 
and Australia (5%). Craft and micro brewers (30% of revenue) are the 
most profitable segment as they pay a higher price than large commercial 
brewers, typically use more malt per litre of beer and often use premium, 
speciality malts. This craft segment was significantly impacted by the 
covid lockdown of bars. With the US vaccine rollout accelerating (20% of 
adult population fully vaccinated, c 3m jabs/day), UMG should benefit 
from re-opening. Yet the stock is well below its high of late 2020 and 
valuation looks appealing. Interestingly this contrasts with travel stocks, 
many of which are above their pre-covid high and exposed to a slower 
Australian vaccination program. Further, UMG benefits from the longer 
term structural growth of craft beer and its de-merger from Graincorp 
which will deliver efficiencies and higher return on capital. Over time we 
expect underlying value to be reflected in the stock price. 

The information contained in this Fund Update is general in nature and has no regard to the specific investment objectives, financial or particular needs of any specific recipient. It is not intended to constitute investment 
advice or a personal securities recommendation. This document is not a Product Disclosure Statement (PDS) or an offer of units, and contains a brief overview of the investment only. Any prospective investor wishing to 
make an investment in the Prime Value Emerging Opportunities Fund must obtain and read the PDS dated January 2019 (particularly the risk factors discussed) and complete an application form. Neither Prime Value Asset 
Management Limited nor its associates or directors, nor any other person, guarantees the success of the Prime Value Emerging Opportunities Fund, the repayment of capital or any particular rate of capital or income 
return, or makes any representation in relation to the personal taxation consequences of any investor's investment. 

 Direct Investment 

APIR Code  PVA0013AU 
Minimum Investment $20,000 
Issue price $1.9480 
Withdrawal price $1.9324 
Distribution (31/12/2020) $0.0230 
Indirect Cost Ratio (ICR) 1.25%* 

Performance fee 20%**p.a. 
* Unless otherwise stated, all fees quoted are inclusive of GST and less the relevant 
RITC **Of performance (net of management fees) above the agreed benchmark, 
subject to positive performance 

 

 
This graph shows how $100,000 invested at the Fund’s Inception has increased 
to $214,200 (net of fees). This compares with the return of the benchmark, 
where a $100,000 investment would have increased to $152,500 over the 
same period. The returns exclude the benefits of imputation credits. 
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Prime Value Emerging Opportunities Fund 8%pa Benchmark

Top Contributors (Absolute) Sector 

Mortgage Choice  Financials 
News Corporation  Communication Services  
United Malt  Consumer Staples 

Top Detractors (Absolute) Sector 

EQT Holdings  Financials  
Oceania Healthcare  Health Care 
Chorus  Communication Services  

Platforms 

Netwealth 

 Contact details: 
Brittany Shazell, Riza Crisostomo, Julie Abbott, Dora Grieve & 
Angela Ly - Client Services Team  
Phone: 03 9098 8088   Email:  info@primevalue.com.au 
 
 
  

Mail: 
Prime Value Asset Management Ltd 
Level 9, 34 Queen Street, Melbourne VIC 3000          
Web:        www.primevalue.com.au 
 

mailto:info@primevalue.com.au
http://www.primevalue.com.au/

