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PERFORMANCE TO 30 NOV 2019
(AFTER FEES)

1MTH

INVESTSMART

Il Australian Small Companies Fund 4.21%
S&P/ASX Small Ordinaries Accum. Index 1.56%
Excess to benchmark 2.65%

The fund gained 4.21% during November (net of fees and

expenses). The benchmark gained 1.56%.

November’s performance was buoyed by the “A’s”. Adacel
(ADA, 33% for the month) upgraded its profit guidance
at its AGM, ending the string of downgrades that has
hampered it over the last few years. Australian Ethical
(AEF, 38%) and Audinate (ADS8, 22%), which we’ve discussed

at length in previous updates, both rose on no news.

To the detractors, Academies Australasia (AKG, -14%)
fell on thin volume, despite a strong start to the year
for its international education business and continued
director buying. Dicker Data (DDR, -8%) drifted lower
despite signing a $100m distribution agreement with
security technology vendor, Checkpoint. Lovisa’s (LOV,
-10%) same store sales growth was slightly softer than

some investors were expecting.

The fund closed the month with 23 positions and 7.8%

cash.

Company news

Webjet (WEB, 11%) expects FY2020 underlying
EBITDA to grow by 26-34% through a mix of organic
and acquired growth, with cash conversion at healthy
levels. Despite a sluggish domestic travel market,
we’re enthusiastic about the prospects for Webjet’s

bedbanking division worldwide.

Similar to how Visa and Mastercard provide the payment
rails between banks, bedbanks provide the rails
between a hotel and travel agent. Hotels are attracted

to the high value guests bedbanks supply, who tend
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3 MTHS 6 MTHS 1YR
11.43% 10.39% 18.36% 0.89% 8.88%
3.68% 5.14% 16.62% 710% 11.70%
7.74% 5.24% 1.74% -6.21% -2.83%

to spend more, book further in advance and cancel

less than other guests. They also prevent hotels from
becoming beholden to the direct to consumer platforms.
Bedbanks also provide vital aggregation of hotel

inventory for travel agents and other users.

Webjet has used acquisitions to bolster its global network
of hotels and travel agents. Acquisitive strategies have

a poor track record generally, but we think Webjet’s has

a better chance of working. The principal reason being
that each user’s experience is enriched as more users are
plugged into the network. Scale advantages are likely

to mount over regionally focused competitors, too. It’s
still early days for this investment, but with incremental
margins breaching 50%, we can already glimpse what the

business could look like at scale.

In the first four and a half months of FY2020, RPMGilobal
(RUL, 0%) has already sold more subscription software

than they did in the prior year.

Four directors were rolled at Donaco’s (DNA, 1%)
blockbuster AGM, leaving two representatives of major
shareholder Argyle Street Management on the board.
Argyle must now appoint several new directors to meet
board size and residency requirements. The outcome
doesn’t jeopardize Donaco’s Singaporean legal claim
but it gives Argyle complete control of Donaco’s future.
Minorities shouldn’t have anything to fear if Argyle’s past
investments are anything to go by, including a profitable
stint at Mt Gibson Iron (ASX:MGX). A fresh pair of eyes
makes Argyle’s better suited to settling Donaco’s Star
Vegas dispute, too. But it’s a situation we’re watching

closely and managing with our position size.
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Portfolio allocation

ASSET ALLOCATION TOP 5 HOLDINGS

Sector Weighting Security Weighting
Information Technology 421% Audinate (ADS8) 11.5%
Consumer Discretionary 22.9% RPMGlobal Holdings (RUL) 8.6%
Cash 7.8% Seek (SEK) 5.2%
Communication Services 6.9% Webjet (WEB) 4.8%
Energy 5.6% Australian Ethical Investment (AEF) 4.6%
Industrials 5.2%

Financials 4.6%

Other 3.9%

Health Care 11%
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INVESTSMART

InvestSMART Group Limited (INV)

was founded in 1999 and is a leading Australian
digital wealth advisor which has over 32,000
clients and over $1.4bn in assets under advice.
InvestSMART’s goal is to provide quality advice
and low cost investment products, free from
the jargon and complexities so commonly found
in the finance industry, to help you meet your
financial aspirations.

The Fund

The Intelligent Investor Australian Small Companies Fund
is a concentrated portfolio of 10 - 40 Australian listed small
companies and cash, that seeks to deliver moderate to high
total portfolio returns over the

long-term.

Investment objective

The Fund’s investment objective is to deliver long-term
capital growth by investing in small Australian companies.

Why the Intelligent Investor Australian
Small Companies Fund?

Suitable for those looking to diversify their Australian
equity exposure, take advantage of the potential missed
opportunities that are often overlooked and not well-
researched by larger fund managers.

Actively managed by our investment team, the Intelligent
Investor Australian Small Companies Fund allows investors
access to these opportunities at a lower fee structure than
most fund managers.

Who manages the investment?

Alex joined the team in July 2016 to provide dedicated
research on small capitalisation companies (small caps)

and is supported by our Investment Committee, chaired by
Paul Clitheroe. Alex has over 11 years successfully managing
private portfolios, and prior to joining the team, held various
roles in funds management and international research. Alex
is a Chartered Financial Analyst (CFA) charterholder and
holds a degree in Finance and International Business from
Griffith University.
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Key Details

A portfolio of individually selected Australian
Equities

Active Stock Selection, Value Investing Approach

S&P/ASX Small Ordinaries Accumulation Index

1 February 2017

7+ years

10-40

0.97% p.a.

10.25% of the excess of the Fund’s performance
above the benchmark”

$25,000

Managed Fund

Suitable for investors who are seeking domestic
equity exposure with a growing stream of
dividends to offset inflation

~“Benchmark is the greater of the S&P/ASX Small Ordinaries Accumulation Index
and the RBA Cash Rate in each 12 months to June 30. Performance fees are
only accrued if the Fund Net Asset Value (NAV) is higher than the NAV when
last performance fee was paid (high watermark).
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Important information

While every care has been taken in the preparation of
this document, InvestSMART Funds Management Limited
(ABN 62 067 751759, AFSL 246441) (“InvestSMART?”)
makes no representations or warranties as to the
accuracy or completeness of any statement in it
including, without limitation, any forecasts. This
document is solely for the use of the party to whom it is
provided.

This document has been prepared by InvestSMART. The
information contained in this document is not intended

to be a definitive statement on the subject matter nor an
endorsement that this model portfolio is appropriate for you
and should not be relied upon in making a decision to invest
in this product.

The document is general information only and does not
take into account your individual objectives, financial
situation, needs or circumstances. In preparing this report,
InvestSMART has relied upon and assumed, without
independent verification, the accuracy and completeness
of all information available to us. To the maximum extent
permitted by law, neither InvestSMART, its directors,
employees or agents accept any liability for any loss arising
in relation to this report.

The suitability of the investment product to your needs
depends on your individual circumstances and objectives
and should be discussed with your Adviser. Potential
investors must read the Product Disclosure Statement
(PDS) and Investment Menu (IM), and FSG along with any
accompanying materials.

Investment in securities and other financial products
involves risk. An investment in a financial product may have
the potential for capital growth and income, but may also
carry the risk that the total return on the investment may

be less than the amount contributed directly by the investor.
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Past performance of financial products is not a reliable indicator
of future performance. InvestSMART does not assure nor
guarantee the performance of any financial products offered.

Information, opinions, historical performance, calculations
or assessments of performance of financial products or
markets rely on assumptions about tax, reinvestment,
market performance, liquidity and other factors that will be
important and may fluctuate over time.

InvestSMART, its associates and their respective directors
and other staff each declare that they may, from time to
time, hold interests in Securities that are contained in this
investment product. As Responsible Entity, InvestSMART is
the issuer of the product.

InvestSMART Funds Management Limited
PO Box 744

Queen Victoria Building

NSW 1230 Australia

Phone: 1300 880 160
Email: invest@investsmart.com.au

www.investsmart.com.au


www.investsmart.com.au

