
   

 

Prime Value Emerging Opportunities Fund (Class B) – Fund Update February 2026 

Prime Value Emerging Opportunities 
Fund (Class B) Update – February 2026 

 

• Volatility continued in February with a wide divergence of returns across Australian and global indices. 

• The fund returned -2.0% in February, better than both the Small Industrials (-4.5%) and the Small Ordinaries (-2.6%) Accumulation Indices. It 
was the 4th consecutive month of declines for the Small Industrials index, impacted by interest rate hikes and AI disruption fears. 

• Valuations look very attractive across stocks we hold with 85% of the portfolio trading on multiples below their long term average. This 
includes the highest quality companies with long duration earnings streams well beyond shorter term rate and oil price disruptions.   

 

Top five holdings (alphabetical order) Sector 
AUB Group  Finance 

Auckland International Airport Industrials 

Cuscal  Finance 

Kelsian Group Industrials 

Pinnacle Investment Management Group Finance 
 
* The top five holdings make up approximately 22.4% 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. A long only concentrated 
fund that leverages Prime Value’s fundamental research 
capabilities while minimizing the risk of permanent capital loss 

Benchmark Small Industrials Accumulation Index (XSIAI) 

Strategy Inception date 8 October 2015 

Fund commencement date 31 January 2024 

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 
Genium – Recommended 

 

 
Class B Total 

Return* 
Class A Total 

Return* 

Small 
Ordinaries 

Accumulation 
Value Add 

Small 
Industrials 

Accumulation 
Value Add 

7 Years (p.a.) - 10.7% 7.3% 3.4% 4.1% 6.6% 

5 Years (p.a.) - 5.8% 6.6% -0.8% 2.2% 3.6% 

3 Years (p.a.) - 8.5% 12.5% -4.0% 6.8% 1.7% 

1 Year 3.4% - 23.1% -19.7% 1.1% 2.3% 

3 Months -9.0% - 1.5% -10.5% -8.3% -0.7% 

1 Month -2.0% - -2.6% 0.6% -4.5% 2.5% 

* 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 an indicator of future performance. 

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

FY 2024 - - - - - - - 0.9% 1.8% (3.3%) 0.2% 1.9% 1.4% 1.4% 

FY 2025 3.2% (1.8%) 3.9% 1.5% 3.5% (0.9%) 2.7% (1.7%) (3.0%) 2.0% 5.0% 2.0% 17.2% 18.9% 

FY 2026 2.7% 3.8% (0.4%) 2.5% (1.5%) (3.3%) (4.0%) (2.0%)     (2.2%) 16.0% 

 
 

The Prime Value Emerging Opportunities Fund was established 8 October, 2015 with only one class of units (Class A units) until 31 January 2024 
when a new class of units (Class B units) was created with a different performance fee structure to provide investors with an alternative. To give 
a longer-term view of performance in the table below we have also shown longer term returns for Class A units. Class B units have identical 
investments however, returns may differ reflecting differences in the calculation of fees. 
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Holdings by Sectors
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Cash & Equivalents



   

 

Prime Value Emerging Opportunities Fund (Class B) – Fund Update February 2026 

 

 

Market review  

Global equity markets had a mixed performance in February. The S&P500 
Index was -0.8% and the NASDAQ Index -3.4% while the MSCI ACWI 
Index, which captures large and mid-cap stocks across Developed and 
Emerging markets, was +1.3%. The MSCI Emerging Markets Index was 
+5.5%. Korea (KOSPI Index) continued its strong start to the year rising 
19.5% despite the perceived threat of Artificial Intelligence (AI). 

Commodity prices were mixed over the month. Iron ore -3% to US$100/t, 
with restocking demand supporting a price of c. US$100/t. Met coal was 
-6% to US$235/t following a strong January. Base metals were mixed, 
with copper +2% to US$6.03/lb. Gold was up a further 8% to US$5,279/oz.  

The Reserve Bank of Australia increased interest rates 25bps and 
signalled more hikes are likely. Australia’s inflation proved persistent, 
with underlying measures surprising to the upside as government 
subsidies unwound and core pressures broadened. Economic growth 
improved, led by a consumer recovery underpinned by tight labour 
markets and rising wealth. 

The ASX300 Accumulation Index returned +3.9% in February. News flow 
was high with global AI developments including new models by Anthropic 
along with large AI-associated employee layoffs by WiseTech and Block. 
Additionally most Australian companies reported financial results for the 
six months to December. Financials were the standout sector in February 
(+9.2%) driven by strong gains across the major banks (CBA +16.9%, NAB 
+13.0%, WBC +9.6%, ANZ +9.1%). Materials were also positive, led by BHP 
(+15.5%). In contrast, the weaker sectors were Consumer Discretionary (-
5.8%), Information Technology (-9.1%) and Health Care (-13.3%). Small 
caps were meaningfully weaker than large caps in February with the Small 
Ords -4.5%. 

The Prime Value Emerging Opportunity Fund was established on 8 October 
2015 with only one class of units (Class A units) until 31 January 2024 when 
a new class of units (Class B units) was created with a different performance 
fee structure to provide investors with an alternative. To give a longer term 
view of performance we have shown the longer term returns for the Class A 
units. Class B units have identical investments however, returns may differ 
reflecting differences in the calculation of fees. 
 

Fund review & strategy 

The fund returned -2.0% in February, better than both the Small 
Industrials (-4.5%) and the Small Ordinaries (-2.6%) Accumulation indices.  

The fund invests in small industrial companies where the investment 
opportunity is high; the equity market is less efficient at appropriately 
valuing listed companies and there’s a large number of high quality 
businesses. This part of the market has experienced a surprisingly sharp 
fall in recent months. In the 4.5 months from November 2025 to the time 
of writing, the Small Industrials Index is -18%. Over the same time period 
the large cap index (ASX100 Accum) is flat.  

The Small Industrials Accum index is now just +6% in the 6 years since the 
onset of covid (Jan 2020), an annual return below 1% p.a. This compares 
to the long term index return of 8% p.a. (since inception 1/1/1991). Over 
the 6 year period, the fund has returned +54% (including class A pre-
inception in Jan 2024) and the large cap index +57%. The fund’s return has 
been reasonable but a market tailwind in small industrials would be nice! 

Key drivers of weak market returns in recent months have been the RBA’s 
shift from rate cuts to rate increases, AI disruption fears and more 
recently, conflict in Iran with associated oil price and inflation fears. We 
believe it’s important to focus beyond the short term and are more 
optimistic on the longer term. The portfolio is less cyclically exposed (7.5% 
consumer cyclicals) and quality remains high, particularly the top 
holdings. 4 of the funds 10 largest investments are infrastructure assets 
operating as monopolies with long duration earnings streams (Auckland 
Airport, Napier Port, Dalrymple Bay and Pexa) that stretch well beyond 
shorter term interest rate and oil price rises. The other 6 all have strong 
structural tailwinds supporting longer term growth. 

With index returns so weak, it’s not surprising that company valuations 
are particularly attractive. 85% of the portfolio is trading on valuation 
multiples below their long-term average (5 years). The fund’s FY27 PE is 
now 15.8x and dividend yield 4%, both favourable relative to the Small 
Industrials long term average. 9 of the fund’s 38 stocks trade on an FY27 
PE below 10x implying a post-tax earnings yield above 10%. We expect all 
of these stocks to grow their earnings over coming years making them 
even cheaper on a forward looking basis.  

We’ve taken advantage of the market fall and bought stocks. When 
markets rebound, the fund is well placed to participate in the upside. 

Portfolio quality has also been upgraded. Some lower quality, more 
cyclically exposed companies have been sold or reduced. Other higher 
quality stocks that previously didn’t meet our valuation criteria have 
fallen and offer prospective returns above our hurdle of 10% p.a. 
Examples of recent purchases include News Corp and Pexa. Both very high 
quality businesses with dominant positions in their market. They were 
previously held in the fund but sold at higher levels.   

The combination of attractive valuations and upgraded portfolio quality 
makes us optimistic for future investment returns. We recently added to 
our personal investment in the fund. It’s uncertain when the market will 
rebound but when it happens, it’s typically rapid so in our view, you invest 
when the opportunity presents. This is what we’ve been doing while 
remaining focused on higher quality businesses that can withstand 
shorter term cyclical headwinds. 

 

 Investment (Class B) 

APIR Code  PVA3186AU 

Minimum Investment $20,000 

Issue price (Cum) $1.0537 

Withdrawal price (Cum) $1.0453 

Distribution (31/12/2025) $0.0375 

Indirect Cost Ratio (ICR) 1.10%* 

Performance fee 20%** 

* Unless otherwise stated, all fees quoted are inclusive of GST and less the relevant RITC 
**Of performance (net of management fees) in excess of the agreed benchmark. 

 

This graph shows how $100,000 invested in the Prime Value Emerging 
Opportunities Fund Class A at the Fund’s inception has increased to $288,700 (net 
of fees). This compares with the return of the benchmark (Small Industrials 
Accumulation Index), where a $100,000 investment would have increased to 
$188,700 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.  
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Small Industrials Accumulation Index benchmark

The information contained in this Fund Update is general in nature and has no regard to the specific investment objectives, f inancial 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 1 May 2025 (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. 

 

Top Contributors (Absolute) Sector 

Superloop Telecommunications 

NRW Holdings Industrials 

Kelsian Industrials 

Top Detractors (Absolute) Sector 

WEB Travel Consumer Services 

AUB Finance 

Credit Corp Finance 

Platforms 

Netwealth, Hub24, AMP North, IconiQ 

 


