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Prime Value Emerging Opportunities 
Fund Update (Class A) –May 2025 
• Global equity markets were strong in May as tensions surrounding Trump's trade and tariff policies continued to ease. 
• The fund’s return of 4.6% for May was below the Small Ordinaries (+5.8%) but ahead of the Small Industrials Accumulation Index (+4.0%).  
• We feature the fund’s >5yr investment in AFG which offers multiple growth levers and is benefiting from the return to a level playing field 

in the manufacturing of home loans, and the commencement of Australia’s interest rate cutting cycle. 

Top five holdings (alphabetical order) Sector 

AUB Group Limited  Financials  

Australian Finance Group Ltd  Financials  

Cuscal Limited Financials  

Pinnacle Investment Management Group Limited Financials  

Regis Healthcare Limited  Health Care  
 

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

Feature Fund facts 

Portfolio Manager  Richard Ivers & Mike Younger 

Investment objective 

The Fund seeks to achieve strong total investment returns by 
providing medium to long term capital growth through investing 
predominantly in companies listed on the Australian Stock 
Exchange with smaller capitalisations. 

Benchmark 8% p.a. 

Inception date 8 October 2015 

Typical number of stocks 25 - 50 

Cash 0 - 20% 

Unlisted Exposure 0 – 20% 

International Exposure 0 – 20% 

Distributions Half-yearly 

Suggested Investment Period 3+ years 

Research Ratings 
Zenith – Highly Recommended 
Lonsec – Recommended 

 

 Total Return* Benchmark (8% pa) Value Add 
Since Inception (p.a.)  11.4%   8.0%   3.4%  
7 Years (p.a.)  11.1%   8.0%   3.1%  
5 Years (p.a.)  11.4%   8.0%   3.4%  
3 Years (p.a.)  8.4%   8.0%   0.4%  
1 Year  14.7%   8.0%   6.7%  
3 Months  3.5%   1.9%   1.6%  
1 Month  4.6%   0.6%   4.0%  

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

 Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun FYTD ITD 
FY 2016    2.5% 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% 7.0% 0.6% 3.1% 42.0% 137.6% 
FY 2022 0.6% 5.3% (0.3%) (1.4%) (0.4%) 1.8% (7.3%) (1.5%) 2.6% (0.7%) (5.0%) (7.8%) (13.9%) 104.6% 
FY 2023 8.1% 2.2% (8.9%) 4.7% 0.2% (1.7%) 3.2% 0.2% (0.8%) 3.4% 0.4% 2.9% 13.7% 132.6% 
FY 2024 2.9% (1.2%) (1.6%) (6.2%) 5.7% 5.1% 2.1% 0.9% 1.6% (3.1%) 0.2% 1.9% 8.0% 151.1% 
FY 2025 2.6% (1.4%) 3.1% 1.2% 2.8% (0.7%) 2.3% (1.3%) (3.0%) 2.0% 4.6% - 12.2% 182.8% 
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Market review  
Lower volatility led the way to broadly higher global equity markets. 
Through the month of May, we saw global stocks continue to recover as 
tensions surrounding Trump's trade and tariff policies continued to ease. 
The MSCI Global Developed Markets index rose by 6.0% and the S&P 500 
Index by 6.3%, while the Nasdaq Index posted outsized gains, +9.6%. 
European equities experienced a similar relief rally to its global peers early 
in the month, with the STOXX600 Index rising +4.0% in May. Asian equity 
markets saw gains across the board with key indices in Japan, Korea, Hong 
Kong and Taiwan posting gains of above 5% each. 

The RBA cut the cash rate by 25 basis point to 3.85% with the central bank 
sounding more confident that a weaker global backdrop would keep 
inflation sustainably within its target range. However, the Australian 10-
year government bond yield actually moved slightly higher, finishing the 
month at 4.27%. Brent Oil and Iron Ore prices were relatively flat over the 
month. Gold oscillated between gains and losses throughout May, trading 
inversely to global equity markets but advanced mid-month off the back of 
concerns regarding the global bond market. 

The ASX300 Accumulation Index was up 4.2%. Performance across sectors 
and stocks were broad based. All sectors contributed positively. Financials 
(+172bps) added the most value, while Technology (+19.8%) the best 
performing. Utilities, Staples and Materials lagged the broader index. Small-
cap Indices bounced the most, with the Small Ords Index up +5.8%. 
Resources were a notable outperformer across the SMID universe relative 
to Industrials, although the sector lagged within the large caps index. The V-
shape recovery fuelled by a de-escalation in trade policy, has seen the 
ASX300 Index rally +15.3% from April 7 lows, with all sectors contributing 
positively. 

Fund review & strategy 
The fund returned +4.6% in May, below the Small Ordinaries (+5.8%) but 
ahead of the Small Industrials (+4.0%) Accumulation Index.  
Amidst the backdrop of see-sawing US tariff policies, it was a very strong 
month for equity markets, with particular strength in Technology and 
Resources companies within the Small Companies universe. 
Key contributors to performance for the month were Australian Finance 
Group (AFG +20.9%), Regis Healthcare (REG +19.7%) and Napier Port 
(NPH.NZ +17.9%). Key detractors were Propel Funeral Partners (PFP -
13.3%), Serko (SKO.NZ -16.7%), and Hansen Technologies (HSN -5.7%). 
Australian Finance Group (AFG) is a company in which the fund first 
invested in over 5 years ago, and in recent months have increased our 
position. It is Australia’s largest mortgage broker, with its network writing 
c10% of all residential home loans in the country (the “Distribution” 
business) and accounting for c80% of group profits. The rest of the 
group’s earnings come from the company using its market intelligence to 
write home loans from its own balance sheet to parts of the market that 
are under-served (the “Manufacturing” business). 
The Distribution business is capital light and has been a reliable cash cow 
for the group, with multiple growth levers including system growth, rising 
broker market share (as banks reduce their branch networks), broker 
network expansion and the introduction of new products and services. A 
defensive growth business with only modest exposure to the economic 
cycle given its long duration revenue streams. 
The Manufacturing business had grown strongly from a low base until the 
banks were given access to cheap funding as part of the government’s 
Covid stimulus measures, placing them at a competitive advantage to 
non-bank lenders like AFG. This saw the banks promote significant cash 
back offers to customers to win share, squeezing the net interest margin 
earned by the non-banks in the process. AFG’s response was to restrict 
the volume of loans it manufactured, exacerbating the impact on its 
earnings and sending its mortgage book into run-off. Gross profits from 
the Manufacturing business almost halved in the process over FY22-24, 
reducing from 29% of group gross profits to just 18%. 
With this cheap funding to the banks rolling off in June 2024, all players 
have operated on a level playing field since, with AFG’s loan book back 
into growth and net interest margins bottoming out. With Australia now 
in an interest rate cutting cycle (with consensus expectations for 3-4 
interest rate cuts over the next 12 months), we expect this to drive further 
improvements in both lodgement volumes and net interest margins, 
providing dual tailwinds for growth. 
While this improvement in group KPIs was already evident at the 1H25 
result, the full impact will manifest in FY26 as lodgements progress to 
settlements, driving strong double-digit NPAT growth. While the share 
price has begun to reflect this dynamic, we see further upside with the 
stock trading on a FY26 P/E of c14x and offering a dividend yield of c5%. 

 Direct Investment (Class A) 

APIR Code  PVA0013AU 

Minimum Investment $20,000 

Issue price (Cum) $2.2206 

Withdrawal price (Cum) $2.2030 

Distribution (31/12/2024) $0.0323 

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 $282,800 (net of fees). This compares with the return of the benchmark, 
where a $100,000 investment would have increased to $210,100 over the 
same period. The returns exclude the benefits of imputation credits. 
 

Performance figures have been calculated in accordance with the FSC 
standards. No allowance has been made for taxation. Performance assumes 
the reinvestment of income distributions. Past performance is not an indicator 
of future performance.  
 
 

Top Contributors (Absolute) Sector 
Australian Finance Group Financials 
Regis Healthcare Health Care 
Napier Port Industrials 

Top Detractors (Absolute) Sector 

Propel Funeral Partners Consumer Discretionary 

Serko Information Technology 

Hansen Technologies Information Technology 

Platforms 

Netwealth, uXchange, Mason Stevens, Hub24, BT Panorama, AMP 
North, Praemium 
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Prime Value Emerging Opportunities Fund 8%pa Benchmark

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), an Information Memorandum (IM) or an offer of units and contains a brief overview of the investment only. Any 
prospective investor wishing to make an investment in the Fund must obtain and read the IM or PDS (as the case may be) dated 30 November 2024 (particularly the risk factors discussed) and complete an application form. 
Neither Prime Value Asset Management Limited (ABN 23 080 376 110 and AFSL 222 055) nor its associates or directors, nor any other person, guarantees the success of the 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 investment. 
 


