
 

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 
November was -3.08% taking since inception 
returns to 20.81% p.a.  
  
COMMENTARY 

The market rose strongly this month but the more significant move 
was the aggressive rotation within stocks during November. The 
announcement of the Pfizer vaccine efficacy on the 9th of November 
saw the winners over the last twelve months aggressively sold to 
fund purchases in the sectors hit hardest by the virus. Globally, 
Financials and Energy were up 10-15%, Airlines and Hotels were up 
15-20% in just one trading day. Subsequent and similar 
announcements from Moderna and AstraZeneca’s vaccine 
candidates fuelled the continuation of this rotation. Sectors such as 
airlines, travel agents, tourism operators, media, shopping centres 
etc have all rebounded strongly during the month and are sectors 
not well represented amongst the companies we own.  
 
The market conditions this month beg the question: “Are we 
missing out?”. Firstly, the ‘Fear Of Missing Out’ would see us shifting 
our investment process towards attempting to time the rising 
popularity of sectors as they come into vogue. The risk in doing so 
is that longer term returns are compromised. We believe the bigger 
picture to remain focussed on is that long-term stock returns are 
driven by growth in sustainable earnings, strong free cashflows and 
a widening moat around those cashflows. The ‘recovery’ stocks 
typically exhibit few of these characteristics. 
 
The second point to make is regarding the prices the market is 
offering us for these ‘value’ stocks. As an exercise in testing our 
sanity, we compiled a list of recovery stocks whose share prices have 
been positively impacted from vaccine announcements and 
assessed what their valuations imply about future earnings 
expectations. In many cases, we expect that earnings are required to 
either hit or exceed previous peak earnings in the near term to 
justify current share prices. In any scenario, this removes the upside 
asymmetry from these stocks and suggests to us that share prices 
are being driven largely by themes and positioning rather than 
fundamental valuations. 
 
One portfolio holding that we believe will benefit irrespective of 
whether the market focusses on near term themes or longer-term 
value creation is Aristocrat. Aristocrat reported its full year result this 
month showing both a material decline and recovery in earnings 
during the period as their casino customers were forced to close 
temporarily. Aristocrat is already well underway in returning to 
previous earnings and on this basis the stock represents good value. 
What we really like about the company however is the commitment 
and track record of heavy investment into games that manifests 
itself in double digit revenue growth, high returns on capital and a 
pipeline of future product that will sustain these financials. 
 

LONG SHORT FUND 
 MON THLY REP OR T -  N ovemb er  20 20  
 

 

OUTLOOK 

Our track record across both funds at QVG capital and prior, has been 
built upon identifying company specific opportunities where the 
businesses are likely to create value in excess of what their market 
capitalisation implies. Companies that can create significant value will 
outperform over the long term, however, over the short term, 
anything is possible. The calendar year 2020 has been unique and as a 
result, financial markets have become more driven by themes and 
macroeconomic outlook than previously. The implication for us is that 
we can expect our portfolio (and markets) to be increasingly volatile 
and reveal more opportunities than in the past. The flip side of this 
coin is that returns will likely be even more lumpy.  
 
One thing that hasn’t changed in 2020 is that value is driven by the 
nature of future cash flows. For an investor to buy a business (or 
shares in that business), they must expect to receive a minimum level 
of cashflows over time that adequately compensates for the initial 
outlay. For an investor to receive great returns from holding that 
business, it must be able to grow those cashflows through time and 
prove to be enduring. We currently see our long portfolio as being 
full of companies with these characteristics and our short book devoid 
of such companies. 
 
Gross exposure is 165%, net exposure is 67%. 
 

NET PERFORMANCE 
PERIOD 
 

FUND RETURN 

1 month -3.08 % 

6 months 7.77 % 

12 months 6.56 % 

Since Inception* 34.31 % 

Since Inception p.a.* 20.81 % 

*Inception on 13th May 2019 

 

TOP 5 HOLDINGS 
1. Uniti Group (UWL) 
2. Afterpay (APT) 
3. Xero (XRO) 
4. Johns Lyng Group (JLG) 
5. EML Playments (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 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. 

 


