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Outcomes & Portfolio Characteristics
AS AT 31 MAY 2020

*Inception Date: 1 May 2017. 
Note: net returns are calculated after fees & expenses. Past performance is not a reliable indication of future performance
Source: Ellerston Capital Limited

Net Performance 3 Months 6 Months FYTD 1 Year 

3 Years 

p.a.

Since 

Inception 

p.a.*

Ellerston Australian Micro Cap Fund -1.98% -5.51% 13.58% 15.32% 16.52% 17.36%

S&P/ASX Small Ordinaries Accumulation 

Index
-1.91% -7.66% -3.80% -2.91% 7.51% 6.58%

Relative performance (post-fee) -0.07% 2.15% 17.37% 18.23% 9.01% 10.78%

FY20e Fund Benchmark

Price / Earnings 19.1x 17.8x

Dividend Yield 1.8% 2.8%

Net Debt / EBITDA 0.2x 2.02x
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The case for Micro Caps
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Australian micro cap stocks are under-researched, have greater alignment to shareholders and are less correlated to the ASX100

Ellerston Capital has a long track record of successful investing in unlisted and listed small and micro cap companies. We operate as the legal 

insider, assisting businesses get IPO ready, restructuring and making strategic acquisitions
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Ellerston Micro Cap team

Source: Ellerston Capital as at May 2020. Numbers in parentheses denote years’ investment experience.

Ellerston team of 32 investment professionals with an average of 19 years experience

Large CapSmall CapMicro CapVenture Capital

Middle Office, Risk Team and Legal & Compliance

Chris Hall (30) 

CIO 

David Keelan (16)

Portfolio Manager

Alexandra Clarke (14)

Co-Portfolio Manager

• Joined Ellerston in 2008.

• 16 Years Financial Markets experience 

• 11 years experience in Australian & ASEAN micro/small caps. 

• Bachelor of Engineering (Honours); UK IMC

• Joined Ellerston in 2017

• 11 Years Financial Markets experience gained at Morgans. 

• Experienced in equity analysis and corporate advisory

• Bachelor of Laws, QUT; Bachelor of Business majoring in 

Banking & Finance, QUT; Grad.Dip Applied Finance, 

Finsia/Kaplan

International 

Equities

Daniel Ragonese (10)

Analyst
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Investment Process
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We believe in the inefficiency of markets. Companies in the micro sector are under-followed and under-owned, we believe 

we can:

• Discover companies earlier in their growth life-cycle

• Identify businesses that are in the middle of a solid and sustainable turnaround or restructure

• Find assets that have a strategic value and are being miss priced

Investment Philosophy

Market 

Inefficiencies

Active 

Management

Risk 

Management

Outcomes 

Focused

Active, research–driven approach to smaller and micro cap companies

• Each stock must pass in-depth analysis, along with competitor and industry benchmarking 

• High activity level and company meeting schedule

• Aim to make 50% absolute total return over 3 years (15% per annum) from each position

Solve for the downside as volatility is embedded in the micro cap universe

• 3:1 return to risk requirement 

• Liquidity is a major consideration

Create a GARP portfolio, which is mispriced

• Low levels of gearing

• High level of optionality with minimal risk

• Alpha will be generated through: stock picking, risk management, understanding liquidity & expertise with 

private businesses

“Smaller and micro cap companies offer compelling opportunities for investment returns. Businesses get 

missed for so many reasons. If you do the work you can get rewarded.” David Keelan, Portfolio Manager
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The process combines quantitative & qualitative analysis and is disciplined, repeatable and tested

Investment Process

Source: Ellerston Capital

30 – 60 Stock Portfolio

Portfolio Construction

Risk/Return Liquidity Position Sizing

Watch List ~ 100 Companies

Internal Investment & 
Legal Structuring

Financial Modelling, 
Valuation Upside/Downside

Micro cap Scorecard
Monitoring & Liquidity 

Management
Deep dive industry and 

competitor analysis

Focus List ~ 300 Companies

Detailed Company & Industry 
Research

Meetings, phone calls &
Industry Due Diligence

Opportunity Assessment 
& Scaling

High level Financial, Industry & 
Competitor Analysis

Preliminary Due Diligence / Initial Screen

Unlisted/Corporate Advice

50+

Industry Networks, 

connections and Deal flow

Listed Equities 

1400+
Proprietary Quantitative 

Screen
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True supply and demand can be found in off market transactions.

Volume leads price action & price action creates liquidity.
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Liquidity in Micro Caps is very different
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Deep Dive Analysis

• The companies that make it through to the watch list are put through rigorous fundamental analysis and ranked based

on the opportunity and risk/return. This forms the basis for regular review and re-visiting

• Activity levels on watch list companies is high with ongoing 360 analysis on the industry, competitors and company

• Valuation and risk/reward changes regularly and create opportunities for portfolio inclusion

Once a company progresses through to the watch list, a deep dive analysis is completed

Investment Process - Watch List

Bottom up 

analysis

Management 

Assessment
Top down 

analysis

Valuation & 

risk/return 

assessment

Micro Cap 

Scorecard

Fully 

integrated 

financial model

Supportive track 

record

Alignment

Full industry 

research, 360 

degree analysis

Over a 3 year 

view

Company & 

ESG
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Alpha will be generated through; stock picking, risk management, understanding liquidity & 

expertise with private businesses.

• To create a GARP portfolio, which is mispriced.

• Low level of gearing

• High level of optionality with minimal risk.

Stock Entry

• Companies that provide an asymmetrical 3:1

risk/return payoff

• Fit within the current portfolio will look to be

added

• Risk return, liquidity and the current portfolio will

determine the position size

• Target position sizing

• High Conviction; 3 – 6%

• Core; 2 – 2.5%

• Prospective; 0.5 – 1%

Portfolio Characteristics Portfolio Aim

50% - 70% core mispriced stocks.

10% - 20% High conviction

companies Ellerston can add value to,

both listed and unlisted (maximum

5% pre IPO)

5% - 10% opportunistic & prospective

companies

• Up to 20% New Zealand companies.

• Will look to hold around 10% - 20% cash.

• Resources will be opportunistic.

Investment Process - Portfolio Construction
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Portfolio Positioning
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Inception Date: 1st of May 2017

Sector Allocation
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Inception Date: 1st of May 2017

*End of Month

Market Capitalisation*
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• Atomo Diagnostics (AT1) is an Australian medical device

company that makes rapid diagnostic tests.

• AT1 patents simplifies the testing procedure to enable the test

to be carried out by both healthcare professionals and self-use.

• The business has some very well-known backers; Global

Health Fund, Lang Walker; Allan Moss as well as a respectable

Australian domestic institutions.

• Solid base in HIV testing obtaining some excellent partners

including Mylan who supplies 40% of the worlds HIV

medication. The plan is to move onto other areas for their test

including blood based pregnancy, prostate testing.

• AT1 business charged by COVID-19 as their device does not

require pathology labs and provide answers within minutes. In

the past 4 weeks the company has received an order from one

of their customers for 2.5m devices for 2020 and remain in

discussions with two US based COVID-19 test manufactures

for supply of OEM test devices.

• Since IPO, share price has performed strongly and we believe

there is still further upside from here in AT1’s core HIV

business as well as the emerging COVID-19 markets.

AT1 AU

Entry Price $0.16

Valuation $0.63

Current Price $0.34

Return p.a 14.0%

Screen Score Notes

Valuation TR 2 DCF on current contracts

Downside TR 0
DCF on 30% less current 

contracts

Industry Structure 1 Strong demand for product

Management & 

Board
2 Board owns <10%

Funding Ability 1 Recently raised IPO fund

ESG Score 0 ESG disclosure is low

Total 6

As at 31 May 2020

Source: Ellerston Capital/Bloomberg

Atomo Diagnostics – AT1 AU
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• JLG is an integrated building services company focused on the

insurance and restoration market across Australia.

• The company continues to grow their BAU (business as usual)

segment organically; large number of CAT events (catastrophic

weather events) that have increased the companies higher

margin order book for the next 2+ years.

• JLG’s Restorx (which offers commercial and industrial cleaning

services) recently launched a COVID-19 Rapid Response

service.

• We will continue to hold JLG in FY20 as we expect consistent

earnings from the BAU segment as well as strong growth from

the CAT side of JLG. However, given the strong share price run

we will be trimming where appropriate.

As at 31 May 2020

Source: Ellerston Capital/Bloomberg

Johns Lyng Group – JLG AU

Screen Score Notes

Valuation TR 1 12x EV/EBITDA FY2022

Downside TR 0 80% EBITDA and 80% multiple

Industry Structure 1 Strong recurring type revenue

Management & Board 1 <30% ownership

Funding Ability 1 Net cash balance sheet

ESG Score 1 Impact low

Total 5
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JLG AU Equity AS38 Index

JLG AU

Entry Price $1.00

Valuation $3.14

Current Price $2.42

Return p.a 12.0%
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As at 31 May 2020

Source: Ellerston Capital/Bloomberg

Zenith Energy – ZEN AU

Screen Score Notes

Valuation TR 3 6.5x EV/EBITDA 3 year valuation

Downside TR 0 5.85x EV/EBITDA 3 year valuation

Industry Structure 1 Stable revenue linked to gold

Management & Board 2 Board owns <10%

Funding Ability -1 Recently raised

ESG Score 0 ESG disclosure is low

Total 5

ZEN AU

Entry Price $0.58

Valuation $1.02

Current Price $0.95

• Zenith Energy (ZEN) is an emerging player in the provision

of remote power supply to the rapidly growing and evolving

‘off grid’ and ‘fringe of grid’ markets in Australia and abroad.

• Given ZEN’s balance sheet, the company would either come

back to the market or look at off balance sheet solutions.

Either situation, would have resulted in a significant re-rating

and broader investor appeal.

• Given historical acquisition prices paid for both Energy

Developments and Pacific Energy we believed ZEN should

be valued around A$1.02 which was significant upside from

our purchase price.

• In March, ZEN received a takeover bid from Pacific Equity

Partners for a A$1.01 per share.
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Q & A
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Why Ellerston Micro Cap?

Compliments our existing 

established strategies

VC/PE, Pre IPO, Small Caps, Mid Caps

Leverage off the broader Ellerston team

Established experience in the 

Micro Cap space

Understand liquidity; access to 

multiple sources of liquidity

Strong stock picking ability combined 

with Corporate Advisory expertise

Strong risk management focus

Highly experienced in the 

unlisted space

One of the largest balance sheet to 

deploy capital to pre IPO’s

Experience with volatility 

management

We see a lot
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Ellerston Distribution & Investor Relations Team
CONTACT DETAILS

Lisa Rose
Head of Key Accounts & Research Relationships

Andrew Koolman
Account Manager

Irene Kardasis
Manager, Marketing & Investor Relations

Erik Candido
Account Manager

P: +61 2 9021 7790

M: +61 410 564 775

E: lrose@ellerstoncapital.com

P: +61 2 9021 7760

M: +61 417 697 106

E: akoolman@ellerstoncapital.com

P: +61 2 9021 7726

M: +61 449 108 080

E: ikardasis@ellerstoncapital.com

P: +61 2 9021 7707

M: +61 413 879 583

E: ecandido@ellerstoncapital.com

mailto:lrose@ellerstoncapital.com
mailto:lrose@ellerstoncapital.com
mailto:ikardasis@ellerstoncapital.com
mailto:ecandido@ellerstoncapital.com
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This presentation is given by representatives of Ellerston Capital Limited (ACN 110 397 674) (AFSL 283 000) (Manager) as Responsible Entity and
manager of the Ellerston Australian Micro Cap Fund (ARSN 619 727 356) (Fund) and associated investment mandates. The offers of interests in the
Fund will only be made in, or accompanied by, a copy of the Product Disclosure Statement (PDS) for the Fund. This presentation does not constitute
an offer of interests in the Fund or any associated investment mandate. You should not rely on this presentation if or when deciding whether or not to
make an investment in the Fund or invest in an associated mandate. This document must not be circulated and is confidential in nature. By accepting
this document you are agreeing to comply with such confidentiality requirements.

This presentation has been prepared without taking into account any investor's objectives, financial situation or needs. An investment in the Fund or
mandate carries potential risks and fees which are described in the PDS. An investor should, before deciding whether to invest in the Fund, consider
the appropriateness of the Fund or mandate, having regard to both the PDS (which can be obtained by contacting the Manager 02 9021 7797) in its
entirety and the investor's objectives, financial situation and needs. This presentation is for general informational purposes only and is not intended to
be a definitive statement on the subject matter.

Neither the Manager nor any other person guarantees the investment performance, earnings or return of capital invested in the Fund or mandate. The
information provided in this document is current only as at the date indicated on this document and is subject to change without notice. This document
is not necessarily exhaustive of the relevant subject matter. This material has been prepared based on information believed to be accurate at the time
of publication, including actual and estimated returns. Past performance is not indicative of future performance. Assumptions and estimates may have
been made which may prove not to be accurate. The Manager 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 the Manager, or any
member of the Ellerston Capital Group of companies makes any warranty as to the accuracy or completeness of the information in this document and
disclaims all liability that may arise due to any information contained in this document being inaccurate, unreliable or incomplete.

This presentation is not available to persons for which it would be a contravention of a law to provide or offer interests in the Fund or mandate. By
attending this presentation, or reading this document, you are representing that you are not such a person.

This presentation is directed at persons who are sophisticated investors with sufficient professional or other experience to properly assess the nature of
the Fund or mandate including the risks of investing in such.

Disclaimer
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Thank you

SYDNEY OFFICE

Level 11, 179 Elizabeth Street, 

Sydney NSW 2000 

+61 2 9021 7701 

info@ellerstoncapital.com

MELBOURNE OFFICE

Level 4, 75-77 Flinders Lane, 

Melbourne VIC, 3000  

+61 2 9021 7701 

info@ellerstoncapital.com


