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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
30 NOVEMBER 2022

FUND DETAILS
Unit Prices

30 November 2022

Application price

$1.2180

Redemption Price

$1.2108

NAV Price

$1.2144

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

$83mil

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
30 NOVEMBER 2022
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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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PORTFOLIO COMMENTARY
The Fund returned 4.07% (after fees) for the month ending 30 November 2022, underperforming the Small Ordinaries
Accumulation Index by 0.85%.

CONTRIBUTORS TO RETURNS
Positive contributors included holdings in UK bank Virgin Money UK, regenerative medicine company Aroa Biosurgery and
gold miner St Barbara. Negative contributors included aged care provider Estia Health, packaging company Pact Group and
fuels distribution and refining company Viva Energy. We discuss each further in our commentary below.
POSITIVE CONTRIBUTORS
Virgin Money UK
Virgin Money UK outperformed after delivering an in-line FY22 result and FY23 guidance ahead of consensus estimates.
Virgin Money UK expects revenue tailwinds from higher interest rates to continue in FY23, and guided for a broadly flat cost
base. A £50 million share buyback was also announced on top of the £75 million buyback announced in July.
Aroa Biosurgery
Aroa Biosurgery continued to outperform in November following the release of a key distributor’s 3Q results. During the
month, Aroa also reported 1H23 results ahead of the market’s expectations and reiterated a positive outlook for the
remainder of FY23. Aroa expects to be free cash flow breakeven in FY23 and in a positive free cash flow position from FY24
onwards.
St Barbara
St Barbara outperformed during the month driven by a 7% increase in the gold price. The US Federal Reserve lifted rates
by 75bps, however outlook commentary was more mixed than previous statements, giving some weight to the argument
that the pace of interest rate tightening could begin to slow.
NEGATIVE CONTRIBUTORS
Estia Health
Aged care provider Estia Health announced the acquisition of Premier Health Care during the month for ~A$62 million. The
business comprises four aged care homes in South Australia and Queensland. The acquisitions are expected to be earnings
accretive and signal Estia’s positive outlook for the sector. However, the expenditure may limit the potential for further onmarket buy backs over the short term.
Pact Group
Pact Group underperformed after reporting a softer than expected Annual General Meeting trading update. While Pact
Group’s core packaging business is performing in line with expectations, the retail accessories business is being negatively
impacted by destocking of inventory by US-based retailers. Companies such as Target appear to be slowing new orders in
response to decreasing demand.
Viva Energy
Viva Energy underperformed in November after reports surfaced that the company was considering the acquisition of water
treatment and chemical distribution business Ixom. During the month, leadership changes were also announced, reflecting
an increased focus on retail convenience.

PORTFOLIO POSITIONING
Positioning can be summarised as follows:
•
•
•
•

A concentrated portfolio with an active share of 92%.
Overweight globally exposed growth companies such as Megaport, Aroa Biosurgery and Telix Pharmaceuticals.
Overweight cyclical businesses such as oOh!Media, Reliance Worldwide and Nufarm.
Underweight property and bond proxies, offset by select defensive exposures in gold and infrastructure.
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SMALL THINGS THAT MATTER THIS MONTH…
Recent updates from Australian-based small caps who sell products in the US, such as Pact Group and City Chic, have
pointed to a very weak outlook for the US consumer.
Disposable income looks set to fall sharply due to the combined impacts of inflation and rising interest rates. Home
ownership affordability declined 30% in the US in September due to rising mortgage interest rates.
For reference, a home ownership affordability index (shown in Figure 1) value below 100 indicates that the median
household income is insufficient to cover the annual costs of owning a median-priced home (i.e., the cost of home
ownership is greater than 30% of income).
Housing affordability has deteriorated to below GFC levels.
Figure 1: US housing affordability is at 15 year lows…

Source: Fed Reserve Bank of Atlanta. Barrenjoey

Figure 2: Rising interest rates are the main culprit for the US’ housing affordability problem.

Source: Fed Reserve Bank of Atlanta. Barrenjoey
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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

