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Month 

% 
Quarter 

% 
FYTD 

% 
1 year 

% 

 
3 years 
% p.a 

Since 
Inception^ 

% p.a. 

Sigma Emerging Companies Fund* (2.0) 3.5 12.8 16.7 2.8 5.6 

S&P/ASX Small Ord. Accumulation Index (4.7) (4.8) 3.4 14.9 4.4 3.9 

Value added (detracted) 2.1 8.3 9.4 1.8 (1.6) 1.7 

*Gross Performance. Past performance is not a reliable indicator of future performance. ^Since Inception: 10th 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 Fund outperformed a falling small cap market in October 

as value stocks reporting better than expected results during 

the August reporting season continued gaining momentum.  

Fund performance was impacted positively by:  

 Marine technology company, Veem (+30%) performed 

strongly upon IPO. The Perth based business has a 

patented product for the global market in the form of 

propellers and gyro stabilisers that can minimise the rocking 

motion in boats; 

 Technology Service providers, RXP Services (+23%) and 

BPS Technology (+9%) both continued to perform well post 

reporting better than expected results; 

 Motorcycle Holdings (+13%) continued to rally post AGM 

comments supporting a positive outlook. The stock retraced 

most of last month’s decline as a result of negative 

sentiment surrounding ASIC’s review into insurance and 

finance products in the motor vehicle industry; 

 Tox Free Solutions (+3%) announced the acquisition of 

specialist health waste provider Daniels that comes with 

strategic assets such as incinerators in NSW and VIC, as 

well as a patented needle disposal system; 

 The absence of index  heavyweight HalcyGen 

Pharmaceuticals (18%) contributed in a relative sense; 

Fund performance was impacted negatively by: 

 Ardent Leisure (-27%), impacted by the tragic death of 4 

patrons on a ride at Dreamworld. Sigma exited the position 

given the increased uncertainty of the impact upon earnings 

in the Theme Parks division following this tragedy. Until 

investigations are complete we are also unsure of any 

potential litigation against the company. The Theme parks 

division represents 21% of EBITDA and has a material 

impact upon valuations; 

 APN News & Media (-15%) fell following a larger than 

expected equity issue to fund the 50% acquisition of Adshell 

it does not own. Adshell is exposed to the fast growing 

outdoor and street furniture marketing segments. This 

cleans up the structure of the business, leaving it as a pure 

radio and an outdoor media play without any structurally 

challenged media assets; 

 Alacer Gold (-19%) was weaker following a poor quarterly 

production report that was impacted by some poor geology, 

but this is only a transient issue; 

 The absence of Oz Minerals (+10%) and other commodity 

stocks detracted in a relative sense; 

Portfolio Changes 

Stocks Added 

Apollo Tourism and Leisure (ATL) is a manufacturer and 

renter of self-drive campervans catering to the tourism market 

in Australia & New Zealand and North America. It is also 

entering the caravan manufacturing and retailing industry with 

the Winnebago brand. The business is priced on a 12x FY17 



 

 

PE which Sigma believes represents good value and 

accordingly we have participated in the IPO. 

Japara Healthcare (JHC) is an Aged care operator. Recent 

industry noise around cuts to aged care funding and operator 

specific management issues at Estia health has resulted in a 

significant de- rating of the sector.  We view JHC as being a 

good operator with the lowest leverage (1x ND/EBITDA) with 

an established management team. JHC is focusing on higher 

care patients and has opportunities to offset falling 

government funding with patient co-payments. JHC is now 

trading at a discount to its Equity value with no requirement to 

raise funds to grow as it will be funded through resident bonds. 

JHC is trading at 15.5X FY17 forecasts which we believe does 

not reflect its longer term growth prospects and development 

pipeline. 

Stocks Sold 

Ardent Leisure Group (AAD) was sold following the tragic 

events at Dreamworld. The closure of the park will impact 

earnings due to the length of time closed, as well as a slow 

ramp up of visitations once trading resumes. Legal actions 

and fines could also apply if the operator is found to be liable. 

Higher safety standards, is likely to require additional 

maintenance capex that does not generate an economic 

return. The tragedy will also be a management distraction until 

the investigation is complete. Such uncertainty at present is 

hard to quantify. 

Apian Animal Health, Motorcycle Holdings, Monash IVF 

and Whitehaven Coal were all sold on valuation grounds.



 

DISCLAIMER:  This document was prepared by Sigma Funds Management Pty Limited (ACN 137 097 075, AFSL 339901) 
(‘Sigma’). Sigma does not give any warranty as to the accuracy, reliability or completeness of the information contained in this 
document, and any persons relying on this information do so at their own risk. Any opinions or forecasts reflect the judgment and 
assumptions of Sigma and its representatives on the basis of information at the date of publication and may later change without 
notice. This document is provided for general information 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 2016. 
 

 

Top 5 active positions 

Stock Active weight % 

Overweights:  

Tox Free Solutions  4.1 

IMF Australia 4.1 

APN News & Media  3.2 

Ingenia Communities Group 3.1 

McMillan Shakespeare 2.6 

Underweight:  

LINK Administration  1.9 

Evolution Mining 1.7 

HalcyGen Pharmacueticals  1.6 

Macquarie Atlas Roads  1.4 

NIB Holdings 1.4 

Note: Active weights refer to positions above benchmark only. 

 

Asset allocation 

Sector Active weight % 

Industrials  6.2 

Consumer Discretionary 5.9 

Utilities 2.8 

Information Technology  0.5 

Financials-A-REIT (0.6) 

Energy  (1.6) 

Telecommunication Services  (2.1) 

Financial-x-Real Estate  (2.2) 

Healthcare (4.7) 

Consumer Staples  (6.6) 

Materials (10.5) 

Cash & Other 12.9 

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 

Aziumt, 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/

