
 

Past performance is not a reliable indicator of future performance. 

2. Firetrail Australian Small Companies Fund (‘Fund’). Net Fund returns are calculated based on exit price with distributions reinvested, after ongoing fees and expenses but excluding taxation. 3. 

Fund inception is 20 February 2020. 

The Product Disclosure Statement (‘PDS’) and the Target Market Determination (‘TMD’) of the Fund is available at www.firetrail.com. Any potential investor should consider the PDS and TMD 

before deciding whether to acquire, or continue to hold units in, the Fund. 
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PERFORMANCE (AFTER FEES)1 

 Month Quarter 6 Months 1 Year 2 Years p.a. 3 Years p.a. 
Fund inception 

p.a.3 

Fund2 (2.12%) (0.90%) 3.97%  (20.51%) (5.76%) 26.32%  9.62%  

Benchmark (0.72%) 1.88%  9.55%  (13.19%) (2.43%) 13.15%  (0.13%) 

Excess Return -1.40% -2.77% -5.58% -7.31% -3.33% +13.17% +9.75% 

1. Past performance is not a reliable indicator of future performance. 

ABOUT FIRETRAIL 

Firetrail is an investment management boutique which is 

majority owned by the Firetrail investment team. Additionally, 

the investment team is invested alongside clients in the 

investment strategies. 

AUSTRALIAN SMALL COMPANIES FUND 

The Australian Small Companies Fund (“Fund”) is a 

concentrated portfolio of our most compelling Australian 

Small Company ideas. The strategy is built on fundamental, 

deep dive research guided by the philosophy that ‘every 

company has a price’. 

INVESTMENT OBJECTIVE 

The Fund aims to outperform the ASX Small Ordinaries 

Accumulation Index over the medium to long term (after 

fees). 

PORTFOLIO POSITIONING – 31 MAR 2023 

Top 3 Overweight Holdings (Alphabetical) 

Estia Health 

Genesis Minerals Ltd 

Viva Energy 

 

 

 

 

FUND DETAILS 

Unit Prices 31 March 2023 

Application price $1.1415 

Redemption Price $1.1347 

NAV Price $1.1381 

Fund Details  

APIR Code  WHT3093AU 

Benchmark  
S&P/ASX Small Ordinaries 
Accumulation Index 

Inception date  20 February 2020 

Risk/Return Profile High 

Number of Holdings 42 

Fund size  $80mil 

Management fee* 0.85% p.a.  

Performance fee* 
20% of outperformance above an 
annual Hurdle of 2% above Benchmark 

*Please read the Product Disclosure Statement for more details 

THEMATIC POSITIONING – 31 MAR 2023 

 

Source: Firetrail. Relative to the Benchmark 
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Companies mentioned are illustrative only and not a recommendation to buy or sell any particular security. 
 

PORTFOLIO COMMENTARY  

The Fund returned negative 2.12% (after fees) for the month ending 31 March 2023, underperforming the Small Ordinaries 

Accumulation Index by 1.40%.  

For the quarter ending 31 March 2023 the Fund returned negative 0.90%, underperforming the Small Ordinaries 

Accumulation Index by 2.77% 
 

CONTRIBUTORS TO RETURNS  

Positive contributors to returns for the month included holdings in aged care provider Estia Health, property listings portal 

Domain Holdings, and e-conveyancing provider PEXA Group. Detractors included positions in financial services software 

provider Bravura Solutions, rare earths miner Lynas Rare Earths, and UK bank Virgin Money UK. We discuss each further 

in our commentary below.  

POSITIVE CONTRIBUTORS 

Estia Health 

Aged care provider Estia Health rose 29% in March after receiving a takeover offer from Bain Capital. The bid implies a 

value of A$126,000 per aged care bed (excluding Residential Accommodation Deposit liabilities). The most recent large 

transaction in the industry, Bolton Clarke’s acquisition of Allity Aged Care, implied a value of A$163,000 per bed. We could 

see Bain submit a higher offer if the Estia Board rejects the bid. 

Domain Holdings 

Domain Holdings outperformed in March. Investors grew more optimistic on a slowing RBA rate hiking cycle. A stabilisation 

in interest rates will deliver greater confidence for property investors and boost record low property listing volumes. During 

the month, Domain’s competitor REA Group indicated they will push through double-digit price increases, which will give 

Domain the opportunity to increase prices too.  

PEXA Group 

PEXA outperformed in March, rebounding from a weak 1H23 result in February. The company allayed investor concerns 

that its UK roll out targets are taking longer to reach than expected. The company intends to hit its targets via the recent 

acquisition of conveyancing firm Optima Legal. A Firetrail analyst visited the UK in March. Meetings with local banks gave 

us comfort that there is a substantial opportunity for PEXA to reduce property settlement times in the UK. 

NEGATIVE CONTRIBUTORS 

Bravura Solutions  

Bravura Solutions underperformed after raising A$80 million in equity capital to repair its balance sheet and fund a cost-out 

program. Bravura’s cost base has grown materially ahead of revenue over the past 12 months partly due to double-digit 

wage inflation. After undertaking a strategic review, the company has spelt out a detailed program to improve efficiency and 

reduce costs. If successful, Bravura can return to historical profitability levels and refocus on customer acquisition.  

Lynas Rare Earths 

Lynas Rare Earths underperformed following Elon Musk’s comments that Tesla’s next drive unit will not use any rare earth 

materials. This is not a new phenomenon. Many car manufacturers do not use rare earths in their motors. However, this 

practice does necessitate trade-offs on performance. The market also became more cautious on Lynas’ ability to ramp up 

its new facility in Kalgoorlie without any meaningful time delays. 

Virgin Money UK 

Virgin Money UK underperformed along with the European bank sector on concerns of liquidity and credit contagion from 

SVB, Signature and Credit Suisse. While it is still too early to determine if there will be material flow-on impacts, Virgin 

Money UK is in a strong position with 80% of its loan portfolio in mortgages, a diversified customer base, and substantial 

excess capital above regulatory minimums and internal targets. 
 

PORTFOLIO POSITIONING  

Positioning can be summarised as follows: 

• A concentrated portfolio with an active share of 92%. 

• Overweight defensive companies such as Estia Health, SmartGroup Corporation and Kelsian Group. 

• Overweight energy companies such as Karoon Energy and Strike Energy. 

• Underweight property and bond proxies, offset by select defensive exposures in gold and infrastructure. 
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Companies mentioned are illustrative only and not a recommendation to buy or sell any particular security. 
 

LIFE360 DEEP DIVE 

Life360 is a market-leading family safety and communication application. The app’s core features include location sharing, 

driving safety services, digital safety, and emergency assistance. Life360 also offers insurance that covers roadside 

assistance, travel, and identity theft. The application integrates tools to enhance the safety of all family members and 

provides parents with peace of mind that their loved ones are safe. Life360 is the 32nd most downloaded app in the USA!  

 

Life360 utilises a freemium model allowing users to access core features. A freemium model and positive word-of-mouth 

are key to Life360’s low customer acquisition cost. Life360 monetises the user base by upselling app users to member 

subscriptions that offer a broader range of features. Over 50% of earnings are generated from subscription sales. Three 

membership tiers are available in the USA and Canada, but only one paid membership option is currently available in other 

international markets.  

 

Just over twelve months ago, Life360 acquired Jiobit and Tile. The company now delivers a one-stop shop for location 

tracking solutions across people, pets, and things. Tile, used to track things, has been integrated into the Life360 app, 

strengthening the customer value proposition, and driving broader uptake of paid subscription tiers.  

 

Repricing 

 

In the second half of 2022, Life360 put through a 50% price rise across existing and new US-based iOS subscribers. 

Subscriber retention after the price rise was better than management had anticipated. A 40% uplift in average revenue per 

user more than offset lower customer retention, demonstrating Life360’s pricing power and the value users place on family 

safety. 

 

Life360 has returned to growth in net subscriber additions. At the upcoming June quarter, Life360 will similarly reprice 

Android users, which account for 25% of total subscribers. 

 

Figure 1. Life360 Average Revenue Per Paying Circle (ARPPC) 

 
Source: Life360, Firetrail 

 

Turning cashflow positive   

 

Management guidance suggests Life360 will be cashflow positive by the 2023 June quarter. Reaching positive free 

cashflow will be a key catalyst for increased investor conviction in Life360’s business model. Management are focused on 

maintaining financial discipline to deliver expanding margins as the business adds paying users. For example, the 

company has implemented a reorganisation of headcount and restrained hiring which will deliver US$15 million annualised 

savings. Platform commission costs are also expected to reduce overtime, which will deliver further margin expansion. 

 

Life360 have recently established a dedicated international management team based in the UK, which will provide a 

beachhead for growth outside North America. In the second half of 2023, Life360 will launch the three membership tiers in 

the UK, followed by major European markets in 2024. The key European markets have a similar market size to North 

America, providing another engine to grow paying subscribers.  

 

We believe Life360’s medium-term profitability is being underestimated by the market. Our conviction has increased 

following the repricing initiatives, greater cost control, commission savings, and progress on international expansion. 

Life360 currently trades on 1.5x EV/Sales multiple versus peers on 4x. 
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Duolingo  

 

Duolingo (DUOL-US), a US-based language learning application has a similar business model to Life360 and is running 

12-months ahead in terms of its growth trajectory. Below, we explore the insights Duolingo can provide on Life360’s future 

earnings potential. 

 

Like Life360, Duolingo offers a freemium model. Most of Duolingo’s revenue is derived from subscription services. 

However, unlike Life360, the company also earns marketing revenue from in-app advertising. Duolingo’s market 

capitalisation is 7x that of Life360’s. Duolingo’s FY22 revenue is US$370 million and adjusted EBITDA is US$15 million.  

 

By overlaying key Life360 operating metrics such as market penetration, profitability, monthly active users (MAU’s), 

average revenue per user, and US subscription revenue growth with that of Duolingo’s, we can see that the two 

companies appear to be on a similar growth trajectory, albeit with Life360 lagging by roughly 12-months. 

 

Figure 2. Market Penetration – Life360 vs Duolingo  

 
Source: Life360, Firetrail 

 

Comparing Life360 and Duolingo’s key operating metrics gives us greater conviction that Life360’s medium term targets 

are achievable. If the company delivers on these targets, the share price has the potential to materially re-rate versus 

current levels. 

 

 

SMALL THINGS THAT MATTER THIS MONTH… 

The Firetrail Australian Small Companies Fund’s top holding, Estia Health, received an indicative, non-binding takeover 

offer from Bain Capital during March. The $3.00 per share bid represented a 28% premium to the previous day’s close 

price. We have long believed listed markets are materially undervaluing Estia’s high quality aged care assets which are 

well-positioned for an ageing population and a new aged care funding model. 

 

The Bain bid implies a value of A$126,000 per bed excluding Estia’s Residential Accommodation Deposit (RAD) liabilities. 

The most recent large transaction in the industry was Bolton Clarke’s acquisition of Allity Aged Care which implied a value 

per bed of A$163,000 or a further 28% premium to Bain Capital’s offer. The Board of Estia is yet to respond to the bid. We 

believe there is potential for a higher offer if they reject. 

 

Figure 3: Estia Health shares surged in March following a bid from leading private equity firm 

Bain Capital 

 

Source: AFR, 2023 
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This document is prepared by Firetrail Investments Pty Limited (‘Firetrail’) ABN 98 622 377 913 AFSL 516821 as the investment manager of the Firetrail Australian Small Companies 

Fund ARSN 638 792 113 (‘the Fund’). This communication is for general information only. It is not intended as a securities recommendation or statement of opinion intended to 

influence a person or persons in making a decision in relation to investment. It has been prepared without taking account of any person’s objectives, financial situation or needs. Any 

persons relying on this information should obtain professional advice before doing so. Past performance is for illustrative purposes only and is not indicative of future performance. 

Pinnacle Fund Services Limited ABN 29 082 494 362 AFSL 238371 ('PFSL') is the product issuer of the Fund. PFSL is a wholly-owned subsidiary of the Pinnacle Investment 

Management Group Limited (‘Pinnacle’) ABN 22 100 325 184. The Product Disclosure Statement (‘PDS’) and Target Market Determination (‘TMD’) of the Fund are available via the 

links below. Any potential investor should consider the PDS and TMD before deciding whether to acquire, or continue to hold units in, the Fund. 

Link to the Product Disclosure Statement: WHT3093AU 

Link to the Target Market Determination: WHT3093AU  

For historic TMD’s please contact Pinnacle client service Phone 1300 010 311 or Email service@pinnacleinvestment.com 

Whilst Firetrail, PFSL and Pinnacle believe the information contained in this communication is reliable, no warranty is given as to its accuracy, reliability or completeness and 

persons relying on this information do so at their own risk. Subject to any liability which cannot be excluded under the relevant laws, Firetrail, PFSL and Pinnacle disclaim all 

liability to any person relying on the information contained in this communication in respect of any loss or damage (including consequential loss or damage), however caused, 

which may be suffered or arise directly or indirectly in respect of such information. This disclaimer extends to any entity that may distribute this communication. 

The information is not intended for general distribution or publication and must be retained in a confidential manner. Information contained herein consists of confidential 

proprietary information constituting the sole property of Firetrail and its investment activities; its use is restricted accordingly. All such information should be maintained in a 

strictly confidential manner.  

Any opinions and forecasts reflect the judgment and assumptions of Firetrail and its representatives on the basis of information available as at the date of publication and may 

later change without notice. Any projections contained in this presentation are estimates only and may not be realised in the future. 

Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or reproduction in whole or in part of the information contained in this 

communication is prohibited without obtaining prior written permission from Firetrail. Pinnacle and its associates may have interests in financial products and may receive fees 

from companies referred to during this communication. 

This may contain the trade names or trademarks of various third parties, and if so, any such use is solely for illustrative purposes only. All product and company names are 

trademarks™ or registered® trademarks of their respective holders. Use of them does not imply any affiliation with, endorsement by, or association of any kind between them 

and Firetrail. 

MORE INFORMATION  

General enquiries 1300 010 311   

Existing client enquiries 1300 360 306 

www.firetrail.com 

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffiretrail.com%2Fwp-content%2Fuploads%2FFiretrail-Australian-Small-Companies-Fund-Class-A-PDS.pdf&data=04%7C01%7CChris.Robinson%40Firetrail.com%7C548a34b6f857439a410d08da1da41728%7C35cf8e31ecbc469399faa3d4d4dbd0de%7C0%7C0%7C637854888700791908%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=OyEv3j%2F2qn9oy9uwA5Z%2Fm7wJ0P0iICP2gUMF01cBCo8%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffiretrail.com%2Fwp-content%2Fuploads%2FFiretrail-Australian-Small-Companies-Fund-TMD-Factsheet.pdf&data=04%7C01%7CChris.Robinson%40Firetrail.com%7C548a34b6f857439a410d08da1da41728%7C35cf8e31ecbc469399faa3d4d4dbd0de%7C0%7C0%7C637854888700791908%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=ppF5MWWp3DSxA36ebbCBPbBm3BGzBHPLlk8oKn%2BXL64%3D&reserved=0
mailto:service@pinnacleinvestment.com
http://www.firetrail.com/

