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Established in 2012, Monash Investors merged with fellow 

ASX smaller companies specialist, DMX Asset Management 

in 2024. We’re focused on pursuing mispriced 

opportunities across the ASX smaller companies spectrum. 

Companies with clear catalysts or pathways to value 

realisation, and carrying material upside potential.  

  
              Monash Fund Small Ords 

Unit Price 31st March  $1.5975  1 Month Return -8.7% -11.0% 

Number of Stocks                       33  3 Month Return -15.7% -10.9% 

Cash Held – month end              4%  1yr Return 5.9% 13.7% 

   3yr Return pa 5.0% 8.5% 

   5yr Return pa 1.6% 4.0% 

     10 yr Return pa 6.3% 7.3% 

   Since Inception (2 July 2012) pa 8.6% 6.4% 

Returns are net of fees, and assume reinvestment of distributions. 

This fund is appropriate for investors with “High” and “Very High” risk and return profiles. A suitable investor for this fund is 
prepared to accept high risk in the pursuit of capital growth with a medium to long investment timeframe. Investors should refer to 
the TMD for further information. Click here for TMD. 

 

Dear Investor, 
 
The Monash Investors Small Companies Fund declined 8.7% in March, adding to losses from February in a 
continued tough market environment. Investor sentiment has been weakened by uncertainty arising from the 
Middle East conflict and its ripple effect on global supply chains and inflation. This has been reflected across the 
board with the ASX Small Ordinaries Index down 11.0% for the month. 
 
In terms of activity, we locked in gains on dental materials manufacturer and distributor, SDI, exiting our position 
in the wake of its agreement to be sold to a Chinese industry operator. SDI and our decision to sell are discussed 
in Commentary, below. We added incrementally to out-of-favour ReadyTech, and to Peninsula Energy on intra-
period weakness. We believe Peninsula holds considerable upside potential over time, though as an emerging 
uranium producer isn’t without risk. Shifting sentiment toward the sector (and stock) have been wild, and we’ve 
been trading around our small position here to maintain exposure in the 2-3% range.  
 
We remain relatively fully-invested across a range of neglected and under-appreciated businesses whose 
collective prospectiveness continues to improve as the market moves lower. Key to managing through this phase 
of the market cycle is to remain focused on long-term fundamentals, and carefully repositioning the portfolio 
toward the most under-valued of our opportunity set. No one rings a bell at key turning points in the market, so 
we believe it’s important to remain consistent, remain invested, and to opportunistically optimise the portfolio 
by reducing/exiting mature investments, and rotating into the most prospective names. 
 
Commentary 
 
One of February’s key contributors, Verbrec, handed back its prior-month gains to become our principal 
detractor this month. On no news, Verbrec declined 27% and cost us over 2% of NAV. As we’ve previously 
highlighted, Verbrec is executing well, has a strong underlying earnings stream supported by multi-year 
maintenance contracts. It is well-positioned to benefit from the electrification theme, and investment in 
renewable energy. The company has performed well for us over the past year or so, with its shares up around 
100% on our average purchase price (despite the March pull-back). It’s grown to become a top holding, and 
remains highly prospective with a robust balance sheet and single digit earnings multiple. 
 

https://documents.feprecisionplus.com/tmd/pct/tmd/mr4x-mon0001auv2.pdf


 

Elsewhere, most of the portfolio fell in sympathy with the broader market. Notable impacts include from Austin 
Engineering, which fell another 18% and cost us almost 1%. AIC Mines handed back some gains, falling 26% to 
cost us around 0.7%, while EML Payments fell 13% and cost as over half a percent. In addition to market 
weakness, Austin may have suffered from dropping out of the All Ordinaries index. Aside from some potential 
technical overhang there, we were pleased to see the company report a resolution to its pricing problem with a 
key OEM contract (which has been renegotiated to now-commercial terms), and also pleased to see three 
directors (including its CEO) purchase shares on-market. EML Payments announced the promotion of a divisional 
CEO to Group CEO, and at the same time highlighted some regulatory issues to navigate with its Australian 
business. We don’t expect any material impact from these issues, and were comforted earlier in the month by 
its Executive Chairman’s purchase of an additional 1m shares on-market. Finally to note, AIC Mines fell in 
sympathy with the copper price and copper mining sector. We’d previously reduced our holding, locking in gains 
and controlling our position size, so the impact to the portfolio from its de-rate has been contained. AIC Mines 
is progressing nicely and is expected to generate significant cash. We like its management team and capital 
management framework, and expect they’ll be rational with the deployment of free cashflow (together perhaps 
with additional future capital raisings) to carefully expand their copper mining footprint.  
 
In a broadly weak market environment we had little to offset NAV impact, but again highlight SDI which rose 
over 40% on its takeover announcement and contributing nearly 1% to NAV. SDI is a Melbourne-based 
manufacturer, distributor and marketer of dental materials. The company produces in Melbourne and sells both 
domestically and abroad. SDI’s long-term growth objectives have required a major expansion of its production 
facilities which require significant up-front investment but are expected to yield greater efficiencies (and 
profitability) at the same time as enabling continued growth. We’ve been attracted to the investment for this 
medium to long-term earnings uplift potential, and particularly liked its foreign currency revenue & Australian 
dollar cost base as a risk mitigant in an otherwise Australian domestic-centric portfolio. However, a deal done 
to sell to a more substantial operator seems sensible, and the price looks good. We have exited in the $1.25-
$1.30 range, versus a $1.40 offer price. From a merger arbitrage perspective, the implied annualised return in 
the 30-40% zone from the last 10-15cps is interesting, but two factors lead to our preference for the cash now: 
1) we believe the odds of a higher offer are remote. $1.40 is fair, and there is execution risk and balance sheet 
strain from otherwise completing its expansion project independently. 2) the risk of the deal falling over is in our 
estimation non-trivial. Since the deal was announced the macro-backdrop has deteriorated which could lead to 
buyer’s remorse. And the deal is subject to Foreign Investment Review Board approval, in addition potentially 
to regulatory hurdles in key selling markets of the US and Europe. These latter hurdles provide an easy out for 
the buyer if they change their mind, but in any case are risks to the deal’s closing. From $1.25, downside is 
potentially 30%+ if the deal fails, while expected upside is ~12%. With plenty of other value emerging across 
portfolio holdings and prospective new investments, we preferred to lock-in our SDI proceeds now, and have 
used some to add incrementally to other holdings. 
 
With considerable embedded value across our portfolio, we believe a number of current holdings could become 
the subject of corporate activity. Lower share prices attract both strategic (industry) and financial (private equity) 
suitors. SDI is a good example of harvesting those gains and rotating into fresh value elsewhere with meaningful 
upside potential. 
 
Financials Update 
 
Approximately 15% of the Fund is invested across six smaller financial companies, including Count & Fiducian 
Group. These each had interesting developments over the past month: 
 

• Count is an integrated accounting and wealth services firm. At DMX Asset Management, we came to be 
invested in Count via its acquisition of Diverger, which we had invested in for many years. Through the 
process of engaging with Count as it was trying to acquire Diverger, we were impressed by the 
company’s rational capital allocation approach and focus on per-share economics. We were pleased to 
roll across into Count through that acquisition process, and have subsequently added to holdings across 
our funds. While smaller tuck-in acquisitions are par for the course for Count, in March, Count 
announced a meaningful acquisition of Oracle Group – a significant accounting and wealth 
management firm. The acquisition terms are attractive, with a fair multiple being paid, and immediate 
upside expected from cost savings and cross-sell opportunities. A well-supported equity raise has been 
conducted to help fund the purchase, alongside modest debt and equity to the vendor. Count’s balance 



 

sheet will be optimised through this process and remain healthy & supportive of further tuck-in 
acquisitions as the expanded group continues to gain share. Key shareholder, Hub24, have expanded 
their ownership through the capital raise process, and many new institutional investors have joined the 
register. Count now has a market value well over $200m, trades for around 10 times earnings, has 
considerable organic and inorganic growth potential, and with increasing liquidity & broadening 
institutional interest, in our view is ripe for a meaningful re-rate from here. 

• Fiducian Group is a financial planner, funds management, and platform operator. The company has 
been under a regulatory cloud for some time, and this has been reflected in its share price in recent 
months. We’ve expected the company to cop a fine from ASIC in relation to the marketing of one of its 
historic funds. While investors were not harmed, and the fund was very small, the financial penalty 
(including fines and ASIC’s legal costs) amount to around $8m. This was in-line with expectations, but 
subsequent to month-end, Australian Prudent Regulation Authority (APRA) have imposed license 
conditions on Fiducian’s platform business. It appears the company will likely face greater compliance 
requirements moving forward. Management don’t expect any material financial impact, and we don’t 
expect any either. From an end-user perspective, we very much like the Fiducian model which 
emphasises quality financial advice and strong client relationships, while utilising a centrally managed 
and controlled portfolio exposure through its ‘manage the manager’ funds management philosophy. 

 
As a final observation, we note that in addition to our own opportunistic re-positioning of the portfolio as the 
market and many of our holdings decline, it’s pleasing to see boards and management taking advantage of 
mispricing to scoop up shares themselves, or to utilise company stock buybacks to manage capital and enhance 
value. In addition to the significant EML insider purchase noted above, and that of multiple Austin directors, we 
note that multiple Fiducian directors have been buying shares. Viva Leisure is buying back shares, and Shriro 
Holdings is in the process of tendering to buy in up what could be up to 25% of its shares outstanding. Earlypay 
is returning surplus capital via its buyback, and has pleasingly repurchased ~4% of itself in just the past six weeks. 
And our largest holding – EDU Holdings – which is gushing cash and having only just completed the selective 
buyback of 12.5% of its shares outstanding in February, took advantage of price weakness during March to 
repurchase another ~1.5% of its shares on-market. These companies are all following rational capital allocation 
frameworks, re-purchasing shares not for the sake of, but because they recognise the market is undervaluing 
them, and knowing that meaningful purchases below intrinsic value will enhance value for remaining investors. 
For small, profitable, and growing businesses, retiring shares in this fashion will likely help support meaningful 
re-rates in the fullness of time. 
 
Summary 
 
We continue to navigate a tricky broader market environment, and remain squarely focused on the risks and 
potential for each of our individual portfolio constituents. While it’s never enjoyable watching share prices head 
south, we remain dispassionate about these movements and instead focused on managing our portfolio with a 
view to enhancing embedded value and upside. This involves rotating out of the least and into the most 
prospective of our opportunity set. The process is consistent through the market cycle, but holds extra 
importance through the downdrafts as we seek to position as well as we can for the bounce-back when market 
conditions improve. 
 
Thank you for your interest, trust and support. 
 
DMX | Monash Investors 
 
 

 

 

 

 

 

 

 
 



 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 
This document is prepared by Monash Investors Pty Limited ABN 67 153 180 333 (“Monash Investors”) as authorised representative of DMX 
Asset Management Limited ABN 33 169 381, AFSL 459 120 (“DMX”), and authorised for release by The Trust Company (RE Services) Limited 
ABN 45 003 278 831, AFSL 235 150 (“Perpetual”) as the responsible entity of, and issuer of units in the Fund. Monash Investor s is the 
investment manager of the Fund. A Product Disclosure Statement (“PDS”) dated 25 February 2025 together with a Target Market 
Determination (“TMD”), both issued by Perpetual, is available for the Fund at www.monashinvestors.com. You should obtain and consider 
the PDS and TMD for the Fund before deciding whether to acquire, or continue to hold, an interest in the Fund. The information provided is 
general information only and is not intended to provide you with financial advice, it does not consider your investment objectives, financial 
situation or particular needs. You should consider your own investment objectives, financial situation and particular needs before acting 
upon any information provided and consider seeking advice from a financial advisor if necessary. To the extent permitted by law, no liability 
is accepted for any loss or damage as a result of any reliance on this information. No company in Perpetual Group (Perpetual Limited ABN 
86 000 431 827 and its subsidiaries) guarantees the performance of any fund or the return of an investor’s capital. Performance figures 
assume reinvestment of income. Past performance is not a reliable indicator of future performance. Comparisons are provided for 
information purposes only and are not a direct comparison against benchmarks or indices that have the same characteristics as  the Fund. 
Monash Investors, Sanlam and Perpetual do not guarantee repayment of capital or any particular rate of return from the Fund and do not 
give any representation or warranty as to the reliability, completeness or accuracy of the information contained in this docu ment. All 
opinions and estimates included in this document constitute judgments of Monash Investors as at the date of this document are subject to 
change without notice. Perpetual is not responsible for this document. In relation to the target distribution, this is a target return only. There 
is no guarantee the Fund will meet its investment objective. The payment of a quarterly distribution is a goal of the Fund only and neither 
Monash Investors or Perpetual provide any representations or warranty (whether express or implied) in relation to the payment of any 
quarterly cash income. The Fund reserves the discretion to amend its distribution policy.  


