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Month 

% 
Quarter 

% 
FYTD 

% 
1 year 

% 

 
3 years 
% p.a 

Since 
Inception^ 

% p.a. 

Sigma Emerging Companies Fund* 5.5 4.2 20.0 21.2 5.9 6.9 

S&P/ASX Small Ord. Accumulation Index 3.6 (2.5) 5.8 13.2 6.2 4.3 

Value added (detracted) 1.9 6.7 14.2 8.0 (0.3) 2.6 

*Gross Performance. Past performance is not a reliable indicator of future performance. ^Since Inception: 10
th
 October 2012 

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  

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

 
Individual stock performance of note 

The Sigma Emerging Companies Fund („Fund‟) 

outperformed a rising small cap market in December.  Value 

small cap stocks continued to regain favour over the last 6 

months, reinforced by better than expected results during 

August‟s reporting season providing a catalyst for re-

evaluation.   

Fund performance was impacted positively by:  

 Cover More Group (+47%) after receiving a cash takeover 

bid from Zurich Insurance; 

 Programme Maintenance (22%) was higher following a 

contract win in its offshore manning business, more than 

reversing the fall (-11%) in the previous month due to a 

weaker oil and gas division in the reported 1H17 result; 

 Lovisa Holdings (+18%) announced a profit upgrade as it 

benefited from stronger gross margins due to better 

inventory management and price increases; 

 Metal detector provider, Codan (+16%) continued to rally 

post upgrading profit in the prior month following strong 

sales of its new detector in Africa; 

 Cleanaway (+11%) pushed higher on little news; 

 The absence of Bellamys (-46%) and Mayne 

Pharamaceuticals (-16%) contributed in a relative sense 

following a disappointing sales update from Bellamys and 

Mayne Pharma being named in a US Department of 

Justice investigation into price collusion in generics;  

Fund performance was impacted negatively by: 

 Shaver Shop (-25%) post a sedate market update in the 

lead up to Christmas, however we feel the market reaction 

is unwarranted; 

 Ellex Medical Lasers (-12%) was weaker on the back of a 

capital raising to help fund its expansion into the United 

States and China; 

 BPS Technology (-9%), RXP Services (-5%) and Ingenia (-

2%) were all weaker on little news; 

 The absence of Burson Group (+19%) detracted in a 

relative sense; 

Portfolio Changes 

Stocks Added 

Automotive Solutions Group (4WD) is a roll up of 4WD 

accessory product manufacturers, fitters and distributors akin 

to the successful listed ARB Corporation. The intention is to 

vertically integrate these businesses and capture a 

significant share of a largely fragmented market. It is being 

listed on a FY17 PE of 10.4x compared to its nearest peer 

ARB which is trading on 27x FY17. We believe the discount 

represents an attractive entry point. 

Stocks Sold 

Beach Petroleum (BPT) was sold on valuation grounds. 

The PAS Group (PGR) was sold due to concerns over the 

late winter and summer season on apparel sales. The impact 

of a declining AUD is also a concern. 
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on this information do so at their own risk. Any opinions or forecasts reflect the judgment and assumptions of Sigma and its representatives on 
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purposes to wholesale clients only. Accordingly, reliance should not be placed on this document as the basis for making an investment, financial 
or other decision. This document has been prepared without taking account of any person’s objectives, financial situation or needs, and 
because of that, any person should before acting on the information, consider the appropriateness of the information having regard to the their 
objectives, financial situation and needs. Past performance is not a reliable indicator of future performance. The Information Memorandum (IM) 
should be read in full before investing in the Fund and is available upon request. © Sigma 2017. 

 

Top 5 active positions 

Stock Active weight % 

Overweights:  

Tox Free Solutions  5.1 

IMF Australia 3.8 

APN News & Media  3.4 

Ingenia Communities Group 3.0 

McMillan Shakespeare 2.2 

Underweight:  

OZ Minerals  1.7 

Macquarie Atlas Roads 1.5 

WorleyParsons 1.5 

Metcash  1.5 

NIB Holdings 1.4 

Note: Active weights refer to positions above benchmark only. 

 

Asset allocation 

Sector Active weight % 

Industrials  9.0 

Consumer Discretionary 3.0 

Utilities 2.6 

Information Technology  1.4 

Telecommunication Services  (0.8) 

Financial-x-Real Estate  (1.1) 

Healthcare  (2.2) 

Financials-A-REIT (2.8) 

Energy (4.5) 

Consumer Staples  (6.4) 

Materials (10.1) 

Cash & Other 11.9 

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 Fund 
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 Fund‟s distributor, on 1300 010 311. 

See also www.sigmafunds.com.au 

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

