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Pre-tax net tangible assets4

$2.083
Company7 performance
(since inception)

4.1%

Company Facts
Investment
Manager

Spheria Asset
Management Pty
Limited

ASX Code

SEC

Share price

$2.00

Inception date

30 November 2017

Listing date

5 December 2017

Benchmark

S&P/ASX Small
Ordinaries
Accumulation Index

Management
Fee

1.00% (plus GST) per
annum1

Performance
Fee

20% (plus GST) of the
Portfolio’s
outperformance2

Market
Capitalisation

Commentary
The Company pre-tax NTA lost some ground in February
after strong performance in December and January. The
portfolio is invested in companies generating strong free
cash flow with significant valuation support. We have
shied away from the ‘ultra’ expensive companies that have
found favour again. In some instances these businesses
generate very little free cash flow (even negative) and yet
have significant market valuations. From experience, this
usually does not end well. We recently increased
positions in Bega Cheese (BGA), Monadelphous (MND)
and Navitas (NVT). All three sold off after reporting solid
results that disappointed a market wanting superlative
guidance rather than conservatism. Although to be fair,
MND and BGA share prices have performed well in the
past year. We believe the following quote from Benjamin
Graham apt in context of current market dynamics:
“In the short run, the market is a voting machine but in the
long run, it is a weighing machine.”

Net Tangible Assets (NTA)3

$133m

calculated daily and paid at the end of each month in
arrears
2 against the Benchmark over each 6-month period
subject to a high water mark mechanism
1

Investment Objectives
• To deliver total returns in excess of
the Benchmark over each full
investment cycle
• To provide capital growth over each
full investment cycle
• Aim to pay fully franked dividends (at
least annually)

Pre-tax NTA4

$2.083

Post-tax NTA5

$2.058

NTA calculations exclude Deferred Tax Assets relating to capitalised issue
cost related balances and carried forward tax losses of $0.001 per share
4 Pre-tax NTA includes tax on realised gains and other earnings, but excludes
any provisions for tax on unrealised gains
5 Post-tax NTA includes tax on realised and unrealised gains and other
earnings
3

Performance as at 28th February 2018
1m

3m

Inception6

Company7

-2.3%

4.1%

4.1%

Benchmark8

0.0%

2.7%

2.4%

Past performance is not a reliable indicator of future performance.
6 Inception date is 30th November 2017
7 Calculated as movement in Company’s pre-tax NTA
8 Benchmark is the S&P/ASX Small Ordinaries Accumulation Index

Company Overview
Spheria Emerging Companies Limited is a listed company that provides investors with access to an
actively managed, Australian and New Zealand small and micro companies portfolio, designed for
investors seeking capital growth and portfolio diversification.
It is a confined capacity investment strategy that identifies smaller companies where the present
value of cash flows can be reasonably determined and they are assessed to be trading at a
discount to their intrinsic value.
The smaller companies universe is more volatile and higher risk. An experienced investment
manager in the small company end of the market is paramount to success, for this reason there are
only a small number of listed investment companies offering access to a diversified small
companies investment portfolio.
Spheria Asset Management Pty Ltd is the appointed investment manager and is a specialist team
with a track record of navigating the higher risk opportunities at the small end of the market.
Contact us

1300 010 311 distribution@pinnacleinvestment.com.au www.spheria.com.au
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Top 5 Holdings

Market Cap Bands
Cash

4.6%

$1000m-

Company Name

% Portfolio

Sirtex Medical

11.4

AWE Limited

8.1

Navitas Limited

4.5

Bega Cheese Ltd

4.3

Class Limited

4.2

39.7%

$500-$1000m

18.9%

$250-$500m

21.5%

$0-$250m

15.2%

Top 5

32.5

Active Sector Exposure
15.0%
10.0%
5.0%
0.0%
-5.0%
-10.0%

Consumer Discretionary

Health Care

Information Technology

Energy

Consumer Staples

Industrials

Utilities

Telecommunication
Services

Financials

Real Estate

Materials

-15.0%

Disclaimer
Spheria Asset Management Pty Ltd (ABN 42 611 081 326, Corporate Authorised Representative No. 1240979) (‘Spheria’) is the investment
manager of Spheria Emerging Companies Limited ABN 84 621 402 588 (‘SEC or the ‘Company’). While SEC and Spheria believe the information
contained in this communication is based on reliable information, no warranty is given as to its accuracy and persons relying on this
information do so at their own risk. Subject to any liability which cannot be excluded under the relevant laws, Spheria and SEC 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. Any opinions and
forecasts reflect the judgment and assumptions of Spheria and its representatives on the basis of information at the date of publication and
may later change without notice. Disclosure contained in this communication is for general information only and was prepared for multiple
distribution. The information 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. The information in this communication has been prepared without taking account of any
person’s objectives, financial situation or needs. Persons considering action on the basis of information in this communication are to contact
their financial adviser for individual advice in the light of their particular circumstances. Past performance is not a reliable indicator of future
performance. Unless otherwise specified, all amounts are in Australian Dollars (AUD). 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 SEC and Spheria.
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