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% p.a. 

 
5 years 
% p.a. 

Since 
Inception^ 

% p.a. 

Sigma Emerging Companies Strategy* 3.7 7.8 7.8 13.3 7.6 8.3 7.3 

S&P/ASX Small Ordinaries Accumulation Index# 1.3 4.4 4.4 3.0 8.2 5.1 2.3 

Value added (detracted) 2.4 3.4 3.4 10.3 (0.6) 3.2 5.0 

*Gross returns. #The benchmark. ^Inception date: 1 January 2010. Past performance is not a reliable indicator of future performance. 

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”) 

outperformed a rising small cap market in September, driven 

by a broad cross section of stocks held. The momentum of 

these stocks, has continued post reporting season as the 

market digested results and management teams presented on 

post reporting roadshows. 

Fund performance was impacted positively by:  

 Global Construction Services (+34%), Decmil Group 

(+46%), MacMahons (+22%), RCR Tomlinson (+10%) and 

Tox Free Solutions (+12%) all continued to rally as investors 

sought exposure to infrastructure spend on the east coast 

and companies exposed to the nascent recovery in WA and 

the looming iron ore capex spend by the major mining 

companies. The mining services thematic is well and truly 

back after being pronounced dead two year ago; 

 3PL Learning (+20%) and SpeedCast International (+10%) 

had belated rallies as the market digested what were solid 

results delivered in August, that confirmed that both 

companies were on track; 

 Retailers, Lovisa Holdings (+16%) and Adairs (+7%) 

continued to rally post results; 

 Litigator, IMF Bentham (+7%) was firmer as the North 

American expansion gathers pace and the company puts in 

place appropriate capital funding programs to support 

growth; 

 Not owning Regis Resources (-12%) and Washington H 

Soul Pattinson (-10%) contributed to performance in a 

relative sense; 

Fund performance was impacted negatively by: 

 Shaver Shop (-35%) was lower following a poorly worded 

trading update which showed that the business was 

performing well in a tough consumer environment, however 

the outlook was conservatively pitched. The company is 

trading on a mid-single digit PE and generates a solid return 

on equity; 

 Media company, HT&E (-7%) continued to trend lower 

following a weaker result and apprehensions regarding the 

Yara Trams contract renewal; 

 Pacific Energy (-8%) was weaker on concerns that its 

largest client was retendering its power generation contract. 

As a result we reduced the size of our position to 

accommodate for this eventually;  

 Not holding A2 Milk (+22%) which delivered a strong result, 

nor owning any resource stocks in the lithium space such 

as Pilbara Minerals (+80%) and Galaxy Resources (+37%) 

impacted performance in a relative sense. Sigma believes 

that the high current lithium prices are unsustainable in the 

medium term given the volume of supply coming on stream. 

At current valuations the market is pricing lithium prices 

higher than the current spot price for these stocks. 

 

 

 



 

Portfolio Changes 

Stocks Added 

MACA Limited (MLD) is a mining services company that 

focuses on open cut mining and civil infrastructure work tied 

to mines. The management team is strong and came through 

the mining downturn in a strong position due to a conservative 

and focussed effort. The company was undertaking a capital 

placement to support recent contract wins at Pilbara Mining 

and Ramelius Resources. We participated in the placement at 

$1.80 as it was trading well below our valuation. 

Tegel Group Holdings (TGH) is a NZ based processor of 

chickens supplying the grocery, food services and export 

markets. The company was floated through an IPO by Private 

Equity in which Sigma did not participate at A$1.42 per share. 

Post recent downgrades and subsequent share 

underperformance, we believe value is now evident with the 

stock trading on 11x compared to its listed rival Inghams at 

13x. The business has better margins and operates in a less 

competitive market in NZ compared to Australia, which allows 

for superior returns. 

Stocks Sold 

Royal Wolf Holdings (RWH) was compulsorily acquired in a 

takeover.
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Top 5 active positions 

Stock Active weight % 

Overweights:  

IMF Australia  4.0 

Ingenia Communities Group 3.9 

Speedcast International 3.6 

McMillian Shakespeare 2.8 

Tox Free Solutions 2.4 

Underweight:  

NIB Holdings  1.5 

Metcash  1.4 

Charter Hall Group 1.3 

Shopping Centres Australia 1.1 

Steadfast Group 1.1 

Note: Active weights refer to positions above benchmark only. 

 

Asset allocation 

Sector Active weight % 

Industrials  9.2 

Consumer Discretionary  2.3 

Telecommunication Services  2.3 

Utilities  0.5 

Information Technology  (0.2) 

Financials  (1.8) 

Healthcare  (2.7) 

Materials  (4.6) 

Energy (5.2) 

Real Estate  (5.2) 

Consumer Staples  (5.7) 

Cash & Other 11.1 

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

Strategy summary 

The Strategy 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 the Strategy 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 the 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 its two interlinked strategies: Select Equities 
and Emerging Companies. As the best Small Cap ideas are 
also high conviction holdings in the Select Equities strategy, 
the whole investment team is focused on delivering 
outperformance relative to the relevant benchmark. 

About Sigma 

 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, i.e. 51% owned by 
Azimut, Italy’s leading independent asset manager, with 
the remaining 49% owned by Sigma’s executive 
founders. 

Contact 

For more information contact AZ Sestante, the Strategy’s 
distributor, on +61 2 9093 1331. 

See also www.sigmafunds.com.au 


