
 

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 

Fund net performance for the month of 
September was -1.15% taking since inception 
returns to 25.96% p.a. 
  
COMMENTARY 

Markets moved lower in September (S&P/ASX300 -3.66%). Within 
this aggregate figure, speculative stories and select cyclicals were 
amongst the top performers. If we look outside the top 300 (and 
similarly to last month) few of the top performing companies turn a 
profit. Market sentiment is still very much ‘risk on’.  
 
If there were any themes amongst the poor performers it would be 
the iron ore stocks ceasing their vertical trajectory on news that 
Brazilian producer Vale can hit its production targets and also 
weakness in oil linked stocks. Additionally, the infant formula names 
were laggards after Synlait released their result and and A2 Milk 
gave earnings guidance. The guidance from A2 milk shed further 
light on the uncertain outlook commentary they gave in August and 
appears to be driven by a diminished ‘suitcase’ trade to China. The 
market reaction has showed a heightened sensitivity to earnings 
weakness from the infant formula names given the increasing 
competition from Chinese domestic brands and the recent insider 
selling from A2 Milk in particular. This has the potential to impact 
other Chinese facing consumer brands that have previously been 
beneficiaries of the ‘daigou’ trade. 
 
In portfolio specific news, we were disappointed to learn City Chic 
Collective were not the highest bidder for the previously flagged 
acquisition of USA based, plus sized fashion retailer Catherines. We, 
along with the market, had optimistic expectations for the earnings 
that City Chic could extract from a combined group after seeing the 
success delivered from their previous acquisition of The Avenue. We 
would love to have our cake and eat it too but if forced to choose, 
highly rational deployment of capital with equally high return 
hurdles will always be our first choice. Equally, this missed 
acquisition does not preclude CCX from executing on value creation 
organically or through alternative acquisitions. 
 
Elsewhere in the portfolio Eclipx has completed their turnaround 
program initiated by new management less than 18 months ago. 
The previously acquired ‘lemons’ of GraysOnline, Right2Drive and 
also the equipment finance business have been divested from the 
group. The remaining profitable fleet and novated business has 
been made more profitable through a successful cost reduction 
program. Turnaround stories are rarely easy to execute however our 
experience of previously being short this company made us acutely 
aware of the positive change occurring. We felt the new 
management’s history with the business made them uniquely 
positioned to execute on the strategy. Organic growth, further 
efficiency gains and industry consolidation all remain opportunities 
for Eclipx. 
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Portfolio attribution this month showed few standout contributors or 
detractors with the long book responsible for the drag on returns.  
 
 

OUTLOOK 

We are self-professed news junkies. Too much economic and political 
news is never enough. Despite this we would still describe our 
investing edge from a macroeconomic perspective as slim. Now 
imagine a world where huge shifts in human behaviour are triggered 
almost instantaneously from rapidly evolving government and central 
bank policy. This is the world we’ve lived in for the last six months. 
Anyone brave enough to make a macroeconomic forecast can be 
proven wrong in record time.  
 
Thankfully, we do not have to accurately forecast the future state of 
the world to earn returns. The game remains the same for us - buy 
companies that are creating stable and growing earnings streams 
where the valuation makes sense. At the same time, identify and sell 
companies where the reinvestment requirements are likely to offset 
any cash the company might hope to produce. Especially where 
terminal valuations are difficult to justify. The current landscape where 
the market has a propensity to overlook quality industrial businesses 
in favour of the ‘next big thing’ is providing us with ample 
opportunity to ply our trade. 
 
Gross exposure is 150%, net exposure is 50%. 
 

NET PERFORMANCE 
PERIOD 
 FUND RETURN 

1 month -1.15 % 

6 months 23.64 % 

12 months 12.80% 

Since inception p.a. 25.96% 

Since inception (13th May 
2019) 37.95 % 

 
TOP 5 HOLDINGS 

1. Afterpay (APT) 
2. Xero (XRO) 
3. Uniti Group (UWL) 
4. Johns Lyng Group (JLG) 
5. City Chic (CCX) 
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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 team. 

THE FUND 
The QVG Long Short Fund is a ‘best ideas’ fund with the 
flexibility to take advantage of the best ASX 
opportunities regardless of share price direction or 
market capitalisation. The net result of our long and 
short positions is a portfolio with reduced equity market 
exposure and a return profile driven predominantly by 
our stocking picking. The fund aims to deliver strong 
absolute returns in excess of the RBA cash rate, with the 
enhanced flexibility to manage equity market exposure 
with respect to the prevailing market conditions. 

KEY CHARACTERISTICS 
FLEXIBLE INVESTMENT MANDATE The fund can profit by 
investing across the market capitalisation spectrum and can 
sell or ‘short’ stocks we believe will decline in value. 

 
STRONG ALIGNMENT Our personal investment in the fund 
means there is a high degree of alignment between our 
investors and ourselves. We are heavily invested in the QVG 
funds and do not invest in Australian equities outside the 
funds. 

PROVEN PHILOSOPHY & PROCESS Our philosophy and 
process has been refined and tested over a decade and has 
stood the test of time. An earnings focus with quantitative 
measures of quality and value and our experience combines 
to generate long and short ideas mispriced by the market. 

PERFORMANCE CULTURE QVG seeks to be a performance 
driven rather than product driven organisation.  We take 
pride in our track record and will always prioritise investment 
returns over asset gathering. 

FUND INFORMATION 
Name QVG Long Short Fund Investor Eligibility Wholesale or ‘sophisticated’ investors only 
Structure Wholesale Unit Trust Minimum Investment $100,000 (unless otherwise agreed) 
Investment Universe ASX-listed companies Liquidity Daily Unit Pricing Applications and Redemptions 
Benchmark RBA Cash Rate Fees 1.5% management and 20% performance (plus net GST) 
Stock Holdings Long 20-40; Short 10-30 High Water Mark Yes 
Typical Gross Exposure 100 – 300% Admin & Custodian Link Fund Solutions  
Typical Net Exposure 0 – 100% APIR Code QVL8781AU 
    
CONTACT INFORMATION  
Email  contactus@qvgcapital.com.au          Phone   +61 2 8039 9060               Email  LFS_Registry@linkgroup.com  Phone  +61 2 9547 4311 
 

 

Tony has 27 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 

Portfolio Manager 

CHRIS PRUNTY CFA  

Portfolio Manager 

Chris has 15 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. 
 

JOSH CLARK CFA 

Lead Portfolio 
Manager  

Josh has 11 years experience in financial markets most 
recently at Ophir Asset Management. Before Joining Ophir, 
Josh worked as the sole Analyst on the Ausbil Micro Cap 
Fund with Portfolio Managers Tony Waters & Chris Prunty. 

 


