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% p.a. 

Since 
Inception^ 

% p.a. 

Sigma Emerging Companies 
Strategy* 

(1.7) 2.0 20.4 23.0 5.8 5.7 6.6 

S&P/ASX Small Ord. Acc. Index (0.2) 3.7 7.1 10.0 6.8 2.4 1.8 

Value added (detracted) (1.5) (1.7) 13.2 13.0 (1.0) 3.3 4.8 

*Gross Performance. Past performance is not a reliable indicator of future performance. ^Since Inception: 1 January 2010 

Key points 

• Small Cap “value opportunity” clearly evident as traditional metrics remain compelling 

• Cyclical sectors expected to benefit as earnings bottom and risk appetite increases  

• Strategy positioned for cyclical re-rating and away from lower return defensives 

 
Individual stock performance of note 

The Sigma Emerging Companies Strategy (‘Strategy’) 

underperformed a falling small cap market in April. While 

some portfolio mean reversion impacted, two stock specific 

issues dominated the underperformance. 

Strategy performance was impacted positively by:  

• Litigator, IMF Bentham (+6%) which continued to grind 

higher as it announced further newly funded legal matters; 

• Retailer, Shaver Shop (+25%) rallied after upgrading 

guidance due to stronger than expected sales during March 

and April (after downgrading in December). 

• Electronics provider, Codan (+9%) recovered some of the 

last ground from the previous month; 

• Communications provider Speedcast (+10%) rallied 

following an investor briefing that was well received by the 

market, while property developer, Peet (+5%) drifted higher 

on no real news; 

• Not holding OZ Minerals (-10%) and Metcash (-13%) 

contributed to performance in a relative sense; 

Strategy performance was impacted negatively by: 

• Automotive Solutions Group (-64%) and Range 

International (-45%). Both gave disappointing trading 

updates that were totally unexpected given previous 

communication with management and to the market. 

Neither position was retained at month end given issues 

with management credibility; 

• APN News and Media (-10%) was weaker on little news; 

• Alacer Gold (-18%) was lower as the potential negative 

impact from changes (removal) to the composition of the 

VanEck junior Gold EFT were factored in by the market; 

• RCR Tomlinson (-10%) and Tox Free Solutions (-5%) both 

gave up previous gains from the month before; 

• Not holding BT Investment Management (+19%) and A2 

Milk (+13%) impacted performance in a relative sense. 

Portfolio Changes 

Stocks Added 

Kangaroo Island Plantation Timbers (KPT) owns eucalypts 

plantations on Kangaroo Island. They plan to acquire a 

significantly larger competitor at a substantial discount. In 

addition, KPT has also applied to build a wharf to facilitate 

export of wood chip. The wharf is in late approval stages with 

Major Project status being granted by the South Australian 

Government. We participated in the equity raising to move 

forward with these two transactions. Post the acquisition, KPT 

will trade at a significant discount to book value. 

Paringa Resources (PNL) is a mining company developing 

the Poplar Grove thermal coal mine in Western Kentucky to 

supply utilities in the Ohio river market. The mine is a low 

capital intensive underground operation at low cost and with a 

substantial amount of production locked in at fixed prices with 

customers. We participated in the capital raising for the 

construction of the mine at a price which was 25% below our 

assessed value on very conservative assumptions. It also has 
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an adjacent coal project which we have not included in our 

valuation but could represent substantial upside. 

Stocks Sold 

Automotive Solutions Group (4WD) was sold following a 

disappointing trading update. We have lost confidence in 

management as we believe they have contradicted previous 

statements and feedback on demand conditions in the SUV 

market in Australia. The CEO has subsequently resigned, 

which reinforced our conviction to sell. 

Cover-More Group (CVO) was sold post Zurich acquiring the 

business. 

Range International (RAN) delivered a disappointing sales 

update and announced a slowdown in the rollout of its capex 

expansion. We believe this contradicted recent management 

commentary. This has reduced our confidence on the future 

growth of the business, thus the stock was sold. 

Yowie Group (YOW) was sold as the last quarterly update 

showed disappointing sales traction in the US. The launch of 

a second lower priced brand may also cannibalise existing 

sales. 
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Top 5 active positions 

Stock Active weight % 

Overweights:  

IMF Australia  4.1 

Tox Free Solutions  3.3 

APN News & Media  3.1 

Ingenia Communities Group 2.9 

McMillian Shakespeare 2.9 

Underweight:  

NIB Holdings  1.7 

Charter Hall Group 1.5 

OZ Minerals 1.5 

Washington H Soul Pattinson 1.4 

Metcash 1.4 

Note: Active weights refer to positions above benchmark only. 

 

Asset allocation 

Sector Active weight % 

Industrials  5.7 

Utilities  4.9 

Consumer Discretionary  2.5 

Information Technology  1.5 

Telecommunication Services  0.1 

Healthcare  (3.3) 

Financials-x-Real Estate (3.8) 

Financials-A-REIT  (3.9) 

Consumer Staples  (4.4) 

Energy  (4.7) 

Materials (6.7) 

Cash & Other 12.1 

Note: Active weights refer to positions above or below benchmark. 

Strategy summary 

Sigma Emerging Companies is a ‘value based’ investment 

approach that specifically focuses on avoiding “value 

traps”, leading to: 

 

• Superior performance potential, 

• Lower risk, and 

• Increased consistency. 

What makes Emerging Companies unique? 

• Value-biased portfolio of 40 to 60 stocks 

• High conviction small cap positions: we back our ideas 

• Focused on downside protection through Sigma’s Value: 

Risk: Adjust investment approach 

What makes Sigma’s Emerging Companies 
Strategy different?  

Most investment management firms comprise distinct Large 

Cap and Small Cap teams with separate incentive structures 

and competing interests. In contrast, Sigma’s Large Cap and 

Small Cap teams are equal partners and completely aligned 

to the success of two interlinked strategies: Sigma Select and 

Emerging Companies. As the best Small Cap ideas are also 

high conviction holdings in Select, the whole investment team 

is focused on delivering outperformance. 

About Sigma Funds Management 

• Value-style Australian equities manager which aims to 

outperform without the downside of “value traps” through 

an investment approach called Value: Risk Adjust 

• Sigma is an investment partnership, 51% owned by 

Azimut, Italy’s leading independent asset manager with 

the Executive founders owning the remaining 49% 

Contact 

For more information contact Pinnacle Investment 

Management, the Strategy’s’s distributor, on 1300 010 311. 

See also www.sigmafunds.com.au 

http://www.sigmafunds.com.au/

