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PERFORMANCE RESULTS  

 1 month 1 year 
3 years 

(p.a.) 
5 years 

(p.a.) 

Annualised 
since fund 

inception 

Total  
Return  

since Fund 
inception 

SCAF -3.6% -0.2% 3.4% 4.1% 9.2% 246.9% 

S&P/ASX 200 Accum. -3.8% 3.0% 8.9% 7.2% 7.5% 177.7% 

Small Ordinaries Accum. -5.5% -5.1% 0.5% 2.5% 3.5% 63.2% 

Cash 0.3% 3.5% 1.3% 1.2% 2.4% 39.2% 

Note: Inception date is Sep 2009.  Entry/Exit prices are for Lead Series Units.  SCAF returns are net of all fees and expenses and are calculated for Lead Series units.  
Investors should refer to their personalized statements for performance of their investment.  

FUND COMMENTARY  

The Fund return for October 2023 was -3.6%, bringing total returns (net of all fees and expenses) since inception to 
the equivalent of 9.2% per annum. Cash levels ended the month at approximately 4%. 

The volatility seen in capital markets in recent months continued into October and the Fund’s portfolio was not 
immune.  As a point of reference, the ASX200 Accumulation Index was down 3.8% and the Small Ordinaries 
Accumulation Index, which is more representative of our portfolio, was down 5.5% for the month. 

The largest detractors were Fleetwood Ltd (FWD) (-1.9%), Magellan Financial Group Ltd (MFG) (-1.7%), A2B 
Australia Ltd (A2B) (-0.7%) and COG Financial Services Ltd (COG) (-0.5%).  These were only partially offset by 
Coventry Group Ltd (CYG) (+1.7%) and Global Data Centres Group (GDC) (+0.6%).  

FWD held its AGM in late October with the trading and outlook commentary pointing to continued improvement in 
the business.  The turnaround in Building Solutions continues to gain traction with the order book growing ~12% 
since 30 June 2023, adding to the ~50% growth from 31 December 2022.  With the business now focused on 
standardised, repeatable work and the benefits from the national procurement strategy starting to flow, we are 
expecting a significantly improved result from the Building Solutions segment in FY24.  Community Solutions is 
benefiting from a strong demand environment and rising room rates which should translate to further improvement 
in segment earnings in FY24, after the 23% growth seen in FY23. Demand for products in RV Solutions is expected to 
moderate, however price increases implemented to recover last year’s rising costs are expected to lead to improved 
margins and earnings for this segment in FY24.   

MFG continues to demonstrate the need for a change in strategy.  Its shares declined ~30% for the month after 
reporting a larger than expected decline in funds under management (FUM) in September 2023. Later, the company 
announced that David George, MD & CEO, would be stepping down from his role immediately. Andrew Formica has 
become Executive Chairman while the company undertakes a search for a new CEO.   
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This change in management is an opportune time for the Board to undertake a strategic review, particularly given the 
improved funds management skill-set of the “new” Board.  The outcomes of such a review should then inform the 
Board of exactly the type of CEO that is needed at MFG.  A first strike on the Remuneration Report at the upcoming 
AGM would also send a clear message that shareholders will not tolerate misaligned and excessive CEO remuneration 
in future. 

The continued outflows in FUM are disappointing. Despite the continued decline, the value of the company’s non-
operating assets – cash, fund investments and associate investments – has remained stable.  We estimate these 
assets currently comprise ~$5.60 per share of value, or >80% of the current share price. This implies a value for the 
funds management business of approximately $250 million.  This situation is clearly not tenable.  The market is 
sending a message of no-confidence to the Board.  We maintain that a strategy that prioritises the existing business 
and its clients combined with aggressive capital management is the best way to balance the interests of MFG clients 
and shareholders.  We consider such an approach would regain the trust of MFG’s clients and shareholders, both of 
whom are crucial to restoring value. For now, our campaign will continue to push the company to return the bulk of 
these non-operating assets to shareholders, rather than seeing them directed towards acquisitions, which are likely 
to fail to deliver on expectations. 

CYG reported that 1Q24 earnings continued the growth trajectory seen over the past 6 years, with revenue up ~6% 
and EBITDA up ~11%, each on the prior corresponding period (pcp). Encouragingly, the company is starting to display 
positive operating leverage, with earnings now growing faster than revenues.  This has been a long time coming and 
is a function of two things: (i) the improved service proposition allowing the company to raise prices (sell side), and 
(ii) the increased size of the company allowing it to extract better prices and working capital terms from its suppliers 
(buy side). The earnings growth looks set to accelerate, with EBITDA in the month of September up ~27% on the pcp 
and the company pointing to an improving run-rate from the buy side and sell side initiatives in the December 
quarter.  CYG’s EBITDA margins have remained relatively stagnant at ~4.6 - 4.8% over the past 3 years. We expect 
this margin to accelerate towards the company’s 10% target over the next 3 years, assuming end markets remain 
accommodative.  

COG provided a strong 1Q trading update with unaudited 1Q FY24 NPATA increasing 19% on the pcp.  The encouraging 
results were driven by the Novated Leasing segment which is experiencing continued organic growth and also 
benefiting from the recent acquisition of Paywise. The Funds Management & Lending segment has seen temporary 
margin squeeze on historical originations, however margins are expected to recover over time. Towards the end of 
the month, the press reported that COG had made a non-binding indicative offer (NBIO) to acquire Diverger Ltd 
(DVR), a provider of services to financial advisers and accountants, including back-office support to AFSL licensees 
and dealer groups. DVR had previously entered into a Scheme Implementation Deed with Count Ltd (CUP) and it 
remains to be seen if COG’s NBIO will be sufficient to entice DVR into the arms of an alternative suitor. 

BCI Minerals Ltd (BCI) announced that credit approvals for the $981 million of project finance required for the Mardie 
salt project have been received from all key debt providers. All facilities remain conditional on formal documentation, 
securing required tenure and approvals for the optimised feasibility study area, equity funding, offtake 
arrangements, and satisfying other customary conditions associated with the loans.  We expect an update from BCI 
on the required equity funding before year end.  As reported in the company’s September quarter production report, 
the construction of the Mardi project and its associated infrastructure continues to progress, with first salt shipments 
in 2026 coinciding with an expected shortage in the global salt market.  

The month of November will see further trading updates as the Annual General Meeting (AGM) season enters full 
swing.  Where appropriate, we will provide further commentary on relevant AGMs in the next monthly update. 
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GROWTH OF INVEST MENT SINCE INCEPTION 

 

 

PORTFOLIO EXPOSURES  

Net Exposure 96% 

Net Cash 4% 

Long Positions 23 

Short Positions 2 

TOP 5 POSITIONS 

COG Financial Services 18% 

Fleetwood 14% 

A2B 11% 

Global Data Centre Group 11% 

Coventry Group 10% 
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Copyright © 2023 Sandon Capital Pty Ltd All Rights Reserved 

This document has been prepared by Sandon Capital Pty Ltd (ACN 130 853 691) (AFS License 331663) (Sandon Capital). This document contains general information only. It is not intended to take 
the place of professional, legal, tax or financial advice. Sandon Capital has prepared this document in good faith in relation to the facts known to it at the time of preparation. In preparing this 
document, Sandon Capital did not consider the investment objectives, financial situation or particular needs of any recipient, and the recipient should not rely on the opinions, recommendations and 
other information contained in this document alone. Sandon Capital does not express any views about the accuracy or completeness of the information in this document and is not required to 
update the information in this document. Past performance is not a reliable indicator of future performance.  

One Fund Services Limited (“OFSL”), ACN 615 523 03, AFSL 493421, is the issuer and trustee of the Sandon Capital Activist Fund. The material contained in this communication is general information 
only and was not prepared by OFSL but has been prepared by Sandon Capital Pty Ltd (“Sandon Capital”), ACN 130 853 691, AFSL 331663.  Sandon Capital has made every effort to ensure the 
accuracy and currency of the information contained in this document. However, no warranty is made as to the accuracy or reliability of the information. Investors should consider the Information 
Memorandum (“IM”) dated 1st October 2022 issued by OFSL before making any decision regarding the Fund. The IM contains important information about investing in the Fund and it is important 
investors obtain and read a copy of the IM before deciding about whether to acquire, continue to hold or dispose of units in the Fund. You should also consult a licensed financial adviser before 
making an investment decision in relation to the Fund. Past performance is no guarantee of future performance. This report does not take into account a reader’s investment objectives, particular 
needs or financial situation and is general information only to wholesale investors and should not be considered as investment advice and should not be relied on as an investment recommendation. 

Lonsec Research Ratings and Logos: The rating issued 10/2023 is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445 (Lonsec). Ratings are general advice only, and have 
been prepared without taking account of your objectives, financial situation or needs. Consider your personal circumstances, read the product disclosure statement and seek independent financial 
advice before investing. The rating is not a recommendation to purchase, sell or hold any product. Past performance information is not indicative of future performance. Ratings are subject to 
change without notice and Lonsec assumes no obligation to update. Lonsec uses objective criteria and receives a fee from the Fund Manager. Visit lonsec.com.au for ratings information and to 
access the full report. © 2022 Lonsec. All rights reserved. 
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FUND DESCRIPTION  FUND DETAILS 

The objective of the Fund is to 
deliver returns to investors through 
a combination of capital growth and 
distributions.  The Fund aims to 
achieve this objective by seeking to 
invest in opportunities that are 
considered by Sandon Capital to be 
trading below their intrinsic value 
and that offer the potential of being 
positively influenced by investors 
taking an active role in proposing 
changes in the areas of corporate 
governance, capital management, 
strategic and operational issues, 
management arrangements and 
other related activities. Neither 
returns nor capital are guaranteed.  

Structure Wholesale unit trust 

Trustee One Fund Services Ltd 

Custodian One Investment Group 

Fund Auditor Crowe 

Investment Manager Sandon Capital Pty Ltd 

Inception 4 Sep 2009 

Minimum Investment $250,000 (or as agreed with trustee) 

Trustee/Admin Fees 0.21% 

Management Fees 1.33% 

Performance Fees 15.375% of returns above cash 

High water Mark Yes  

Buy/Sell Spread ±0.30% 

Applications/Withdrawals Monthly /Quarterly 
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