
 

This information refers to investments in the QVG Opportunities Fund (Fund). Any person wishing to invest in the Fund should review the Information Memorandum and seek legal, 

financial and taxation advice.  The trustee and manager of the Fund is QVG Capital Pty Ltd (ABN 69 619 271 886) (QVG Capital). QVG Capital’s AFSL No. 507070. Only investors who 

are wholesale clients (as defined in s761G and s761GA of the Corporations Act 2001 (Cth)) may invest in the Fund. An investment may achieve a lower than expected return and 

investors risk losing some or all of their principal investment.  Past performance is no indication of future performance. 

     

SUMMARY 

September performance was -2.40% (net) 

versus the Small Ords Accumulation drop of  

-2.82%. Net returns are 18.0% p.a. since 

inception versus 6.8% for the Small Ords 

Accumulation Index 

COMMENTARY 

Small Caps retraced close to half of the gains made during the 

August FY20 reporting season. A key theme in September was a 

rebalance on the relative merits of the covid benefit stocks (e.g. 

online retail) vs the re-opening stocks (travel, media, construction). In 

September the scales tilted towards re opening with companies like 

Ardent Leisure, Sky City Entertainment, Sealink Travel, CSR and Ooh 

Media all in the top 10 biggest gainers in the Small Ords index.  

 

We spend far less time on market thematics and far more time on 

underlying business quality, in terms of picking stocks. The great 

thing about this is the opportunity to buy high quality stocks at 

good prices when they are not part of the current theme. On this 

basis we have quietly been adding a couple of positions to the fund 

and increasing weights in others. In our view trying to pick macro 

themes is futile, particularly during a pandemic. For instance, back in 

March, who predicted accurately the market move in the last six 

months? 

 

A key reason the market overall has been somewhat immune from 

the economic impact of the virus has been access to capital. Listed 

companies raised equity en masse in the period from April-June.  

The liquidity in the market and ability to raise capital has become 

easier given the amount of “passive” money in the market meaning a 

large chunk of shareholders will provide capital simply to maintain 

index weight. This is a vastly different proposition to that facing the 

small and medium size private business owner during this covid 

period. This is where the real economic tragedy of the pandemic lies. 

 

Unsurprisingly, there has been a plethora of companies looking to 

list and we have been inundated with company roadshows during 

September. Other than a couple of notable exceptions the quality of 

business presented does not match companies we already have in 

the portfolio.  

 

A second order effect of access to capital is that listed companies 

now have a warchest of capital to ‘pick off’’ unlisted competitors. 

Company’s already well capitalised and with a proven ability to 

deploy capital at high rates of return will provide a significant 

opportunity in coming months. City Chic (CCX) is one company in 

our portfolio that has alerted us to this potential. Ironically CCX was 

our worst performer in September as they were ‘pipped at the post’ 

on their latest deal to buy Catherines, which would have leveraged 

significantly their US online customer base in plus size womens 

fashion. Nevertheless we are unperturbed as other opportunities will 

arise for CCX. 

 

 

 

 

Uniti Wireless (UWL) is another that fits this category and unlike CCX  

decided to revise upwards the terms of their merger with Opticomm 

(OPC) rather than be outdone by a late bid by First State Super. We 

have a foot in both the UWL and OPC camp so while this combination 

did not add value in September we can visualise what the combined 

company could add in value as a combined entity from continuation 

of a proven track record of reinvestment in both organic and 

acquisition opportunities. Having a government run competitor in the 

NBN who are required to earn a return on the capital already spent is 

a wonderful competitor to have. 

 

OUTLOOK 

The market outlook has probably never been more uncertain in QVGs 

short history yet we have never been more certain in our approach. 

That is to have an insatiable focus on the quality of the businesses we 

look to invest in or when there is a significant improvement taking 

place. How management deploy capital is key to this outcome.  

The end result being high returns on shareholders capital and 

growing free cashflow streams. 

In the current environment we have been witnessing an increasing 

propensity for investors to allocate capital to early stage and in many 

cases loss making and unproven business models. Comparing 

valuations on sales multiples rather than earnings multiples has 

become fashion.  

 

Outperformance sometimes comes from the waiting, not the chasing. 

This is one of those times. 

 

 

NET PERFORMANCE 
 

PERIOD 

 

FUND 

RETURN 

BENCHMARK 

RETURN 

OUT / UNDER-

PERFORMANCE 

1 month -2.40% -2.82% +0.42% 

1 year -4.35% -3.33% -1.02% 

Since 

Inception p.a. 
18.02% 6.80% +11.22% 

Since 

Inception 
66.67% 22.48% +44.19% 

 

 

 

 

TOP 5 HOLDINGS  

1. Johns Lyng (JLG) 

2. Uniti Group (UWL) 

3. City Chic (CCX) 

4. Afterpay (APT) 

5. EML Limited (EML) 
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THE MANAGER 
QVG Capital is a boutique investment management 

company managing funds on behalf of high net worth 

individuals and institutions (“wholesale investors”). QVG 

was established in June 2017 by Tony Waters and Chris 

Prunty and is wholly owned by its principals.  QVG 

manages a long-only small companies fund – the QVG 

Opportunities Fund – and an all-cap absolute return fund 

– the QVG Long Short Fund.   

 

QVG's FUNDS 
QVG Capital manages the QVG Opportunities Fund; a 

‘best ideas’ fund focusing on smaller companies and the 

QVG Long Short Fund; an all-cap absolute return fund. 

The Opportunities Fund predominantly invests in 

Australian-listed smaller companies; defined as those 

outside the S&P/ASX 100. The fund aims to deliver strong 

returns while also outperforming the S&P/ASX Small 

Ordinaries Accumulation Index. The Opportunities Fund is 

currently closed to new investors while the Long Short 

Fund is open to new and existing investors. 

OUR APPROACH 
TRACK RECORD The managers have a long association having worked together for over a decade at three previous 

firms; CCZ Equities, Investors Mutual and Ausbil Investment Management where they were Portfolio Managers of the 

award-winning Ausbil Micro Cap Fund.   

 

ALIGNMENT Our personal investment in the fund means there is a high degree of alignment between our investors and 

ourselves. The principals do not buy Australian-listed companies outside the fund.      

 

PHILOSOPHY & PROCESS Our philosophy and process has been refined and tested over a decade and has stood the 

test of time in the small companies space in Australia. An earnings focus with quantitative measures of quality and value 

and our experience combines to generate a portfolio of undervalued growth companies in the process of being 

discovered by the market.   

 

SOFT CLOSED The fund has been designed to mitigate the liquidity risk of investing in small companies.  The manager is 

aware that too much assets under management impacts performance and will seek to actively manage capacity with 

maintaining performance the key objective. The fund closed to new investors on August 1, 2018.    

 

FUND INFORMATION 
Name QVG Opportunities Fund Investor Eligibility Wholesale or ‘sophisticated’ investors only 
Structure Wholesale Unit Trust Minimum Investment $250,000 (unless otherwise agreed) 
Investment Universe ASX-listed smaller companies Liquidity Daily Unit Pricing Applications and Redemptions 
Benchmark S&P/ASX Small Ords Accum Fees 1.2% management and 20.5% performance  
Stock Holdings 32 Admin & Custodian Link Fund Solutions  
Stock Limit 10% at cost APIR Code QVG9204AU 
Strategy FUM $503m Platform Availability Netwealth, HUB24, AUSMAQ, POWERWRAP 

        
CONTACT INFORMATION  
Email  contactus@qvgcapital.com.au          Phone   +61 2 8039 9060               Email  LFS_Registry@linkgroup.com  Phone  +61 2 9547 4311 
 

 

Tony has 28 years experience in financial markets most 

recently as the Portfolio Manager of the Ausbil Micro Cap 

Fund from its inception until April 2017. Tony joined Ausbil 

from Investors Mutual in 2008. Before that he spent 9 years as 

a small cap analyst at institutional stockbroker CCZ Equities.  

TONY WATERS 

CHRIS PRUNTY, 
CFA  
 

Chris has 17 years experience in financial markets most 

recently as the Co Portfolio Manager of the Ausbil Micro Cap 

Fund having joined Ausbil at the inception of the fund in 

February 2010. Prior to Ausbil, Chris was an analyst 

researching smaller companies at Investors Mutual, 

Confluence Asset Management and CCZ Equities. 
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