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To provide investors with long term
capital growth via investing in a
portfolio of quality Australian & New
Zealand Micro Cap companies. The
fund aims to outperform the S&P/ASX
Small Ordinaries Accumulation Index
over the medium to long term.

EXCESS

0.61%

6.01%

3.04%

3.17%

1.68%

6.95%

Investment Strategy

1 Month 3 Months 6 Months

*S&P/ASX Small Ordinaries Accumulation Index

COMMENTARY
The Ellerston Micro Cap Fund finished June up 1.53%, outperforming the Small Ordinaries Accumulation Index
by 0.61%. Like May, once again the Small Ordinaries underperformed the ASX100 by 3.05%. Large caps were
driven higher by the bond proxies as well as Gold, as investors sort to hedge against geopolitical risks that were
anticipated from central bank easing. Moving to Small Caps, the index was supported by strong performance
from the Healthcare sector which was up 6.8% with names like Polynovo and Nanosonics putting on 20% plus
to their respective share prices over the month.
June was a busy month for the team as we continued to hit the pavement to assess our holdings before
companies go into blackout. July is usually what the market calls confession season as companies rule off their
books for the June year end and then inform the market if they are going to miss consensus earnings
expectations. However, this year it appears to have come early with a number of early downgrades in names
like Adairs, Wesfarmers, Aveo and Caltex to name a few. Some themes have already emerged such as the dry
weather impacting rural stocks; overly exuberant expectations from analysts; the consumer not bouncing back
as fast as anticipated and companies with geared balance sheets running into trouble.
Looking forward the Small Ords is currently trading on a one-year forward PE of 18.0x which is at a 7% premium
to its five year average. We continue to believe there is inherent value in our portfolio which is demonstrated in
the fact that our portfolio is trading on a PE of 14.3x which is a 21% discount to market.
Turning to stocks, Pacific Energy (PEA) has been a core portfolio position. PEA is a power generation project
developer and owner to the resource sector for production assets only, with approximately 70% of contracted
power to the gold sector. We entered the position in April 2018 at c$0.50, the stock had come under short term
pressure as PEA announced the acquisition of Contact Power. Due to the size of the deal the Board suspended
dividends, which we felt was prudent capital management at the time. PEA business continues to strengthen
and just before the end of the financial year management released a profit upgrade which was their second for
this year. PEA is benefiting from the strength in the A$ Gold price which has rallied c10% over the last quarter
or 20% for the financial year. As the A$ Gold price rallies, gold miners are incentivised to increase production
which consequently results in higher power usage and therefore higher earnings for PEA. Given the fact that we
are more industrial focused fund, PEA provides us with a great way to play the rising gold price. Combined with
a sound operational execution PEA is well placed to give our portfolio a defensive return over the next 12 months.

The Fund employs an active,
research-driven investment approach
which seeks to identify and invest in
companies that are believed to have
the potential to deliver significant
upside over the medium term and
where there is a reasonable margin of
safety to mitigate downside risk.
Positions are actively managed within
the Fund.
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Fund Net Asset
Value
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Firm AUM

Over $5B

APIR Code: ECL0984AU
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PORTFOLIO CHARACTERISTICS
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David Keelan
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Should investors have any questions or queries regarding the fund, please contact our Investor Relations team on 02 9021 7797 or
info@ellerstoncapital.com or visit us at https://ellerstoncapital.com/
All holding enquiries should be directed to our registrar, Link Market Services on 1800 992 149 or ellerston@linkmarketservices.com.auu

SYDNEY OFFICE
Level 11, 179 Elizabeth Street,
Sydney NSW 2000
MELBOURNE OFFICE
Level 4, 75-77 Flinders Lane,
Melbourne VIC, 3000
Ph: +61 2 9021 7797
E: info@ellerstoncapital.com

DISCLAIMER
This newsletter has been prepared by Ellerston Capital Limited ABN 34 110 397 674 AFSL 283 000, responsible entity of the Ellerston Australian Micro Cap Fund (ARSN 619 727 356) without taking
account the objectives, financial situation or needs of individuals. Before making an investment decision about the Fund persons should obtain advice from an appropriate financial adviser and consider
their own individual circumstances and obtain a copy of the latest Product Disclosure Statement for the Fund which can be obtained by contacting info@ellerstoncapital.com. Actual performance for
your account will be provided in your monthly account statement which may vary from that set out in this newsletter and will vary for investments made in different classes, or at different times throughout
the year. This material has been prepared based on information believed to be accurate at the time of publication. Assumptions may have been made which may prove not to be accurate. Ellerston
Capital undertakes no responsibility to correct any such inaccuracy. Subsequent changes in circumstances may occur at any time and may impact the accuracy of the information. To the full extent
permitted by law, none of Ellerston Capital Limited ABN 34 110 397 674 AFSL 283 000, or any member of the Ellerston Capital Limited Group of companies makes any warranty as to the accuracy or
completeness of the information in this newsletter and disclaims all liability that may arise due to any information contained in this newsletter being inaccurate, unreliable or incomplete. Past performance
is3 not
indicativeAustralian
of future performance.
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