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Investment Manager SG Hiscock & Company Limited (SGH) APIR DMP6133AU 

Commencement 1 January 2017 Minimum Initial Investment $25,000 

Management Costs1 1.03% Qualifying Investors Wholesale clients 

Performance Fee2 20.50% Buy / Sell Spread 0.35% / 0.35% 

 
Investment Objective 
 

Designed to provide medium to long-term capital growth potential and seeks to outperform the S&P/ASX Small Ordinaries 
Accumulation Index over rolling 3 to 5 year periods after taking into account trust fees and expenses. 

 
Investments Held 
 
The Trust will primarily invest in companies that are listed on the ASX and reside outside the S&P/ASX 100. 

 
Performance3        

 1 mth % 3 mths % 6 mths % 1 yr % 
3 yrs 

% p.a. 
5 yrs 

% p.a. 

Since 
Inception 

% p.a 
(1/1/2017) 

Total Net Return   1.91   1.73   2.45  -21.72   22.46   7.97   7.64  

S&P/ASX Small Ordinaries Accum. Index -0.72 1.88 9.55 -13.19 13.15 3.89 5.68 

Total Net Return vs. the Index  2.63  -0.15  -7.10  -8.53   9.31   4.08   1.96  

Past performance is not a reliable indicator of future performance. 
 
Distributions (cpu) 31 March 2023 Unit Prices  

30 June 2022 4.38 Application $1.2402 
30 June 2021 14.6 Net Asset Value $1.2359 
30 June 2020 0.0 Withdrawal $1.2316 

 
 
Sector Exposure at 31 March 2023 Top 10 Holdings at 31 March 2023 
 

 

 

Big River Industries (3.8%) 

Praemium (3.5%) 

Telix Pharmaceuticals (3.5%) 

Imdex Limited (3.3%) 

Austin Engineering (3.2%) 

Marketplacer (Unlisted) (3.0%) 

Chorus Limited (2.9%) 

Resolute Mining (2.9%) 

Probiotec (2.8%) 

Close the Loop (2.7%) 
Top 10 holdings represent 31.51% of the total Trust 

 
1 Includes estimated GST payable, after taking into account Reduced Input Tax Credits (“RITC”). 
2 Performance Fee: 20.50% of the amount by which the Trust’s performance exceeds the performance hurdle (S&P/ASX Small Ordinaries Accumulation Index). Any 
underperformance from a prior period must be recouped before a fee can be taken (we call this the High-Water Mark). 
3 Performance: 'The return is the net return calculated using unit price assuming dividends reinvested  

 

Cash (3.4%)

Industrials (9.6%)

Health Care (23.0%)

Information Technology (14.3%)

Communication Services (5.3%)

Energy (4.6%)

Consumer Discretionary (1.8%)

Materials (34.4%)

Real Estate (0%)

Financials (3.6%)

Consumer Staples (0.4%)

Utilities (0.0%)
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Commentary 
 
The Trust’s better performing stocks during March included: Liontown Resources (+89.7%), Resolute Mining 

(+71.4%), Ramelius Resources (+41.9%), Alpha HPA (+25.7%) and Capricorn Metals (+25.6%). 

Stocks that underperformed during March Included: Lumos Diagnostics (-44.9%), Vitura Health (-27.9%), Almonty 

Industries (-17.7%), Siteminder (-16.3%) and Mighty Craft (-15.8%). 

Resources Run 

After a turbulent 12 months we are pleased to see the portfolio performing to our, and above all, investors’ 

expectations. It is always pleasing to produce a positive return in a negative market. 

The Vitura Health (VIT) share price (previously Cronos AU) continued its free fall during the month.  This is 

particularly disappointing, given the momentum of the underlying business which is on track to double 

profitability year on year.  It is however an intriguing case study and a superb example of the dangers of stock 

overhang, especially given the unforgiving nature of the market.  It has been well telegraphed that circa $30m of 

escrowed stock has been expected to hit the market ever since it was released from escrow just before Christmas.  

In a market where shorts are rampaging, it comes as a reminder not to take them on.  Unfortunately, we have 

ridden the shares up from 30c to just under $1 and all the way back, despite the underlying business continuing to 

perform well.  It remains our expectation that the shares should trade closer to fair value once the overhang is 

finally cleared – we continue to push management hard on the issue.  

In better news, our largest portfolio lithium exposure, Liontown Resources (LTR) announced that it had received 

an indicative proposal from US lithium major, Albemarle, at $2.50 per share and a circa 65% premium to the 

stock’s previous closing price. This valued the company at $5.5bn.  With 8% of the LTR register shorted, a 

substantial squeeze ensued, and the stock closed the day at $2.57, a premium to the announced proposal price. 

Unsurprisingly this caused a significant short squeeze across the sector as many shorts in other lithium names 

covered their positions. The trading session came as a stark reminder of the significant proportion of the major 

indices battery metals now represent, with the S&P/ASX Small Ordinaries Index closing the session +2.2% after 

the LTR proposal was announced.  It is also worth flagging that we are concerned by an on-market Director 

purchase of shares in January 2023, which presents as a potential governance issue and we have initiated 

engagement with management to garner more information. 

The portfolio’s gold exposure acted as a significant performance tailwind during the month with risk-off sentiment 

dominating global financial markets driven by the US regional banking crisis. As a reminder, we maintain exposure 

to gold as a strategic portfolio hedge and tactically increase/decrease exposure based on more cyclical factors. 

Our exposure to high-cost producers – which provide leverage to movements in the gold price – was particularly 

profitable during the month with Resolute Mining (RSG) returning +71% and Ramelius Resources returning 42% 

for the month. Particularly pleasing was the announcement that Ramelius was to acquire another of our portfolio 

holdings, Breaker Resources (BRB) at a 29% premium. While this is immediately accretive to portfolio value via 

the premium in Breaker, we also believe it will be a strategically successful acquisition for Ramelius. 

Emerging Companies Insights 
 
US regional banking crisis and what it means for investment opportunities 

As my colleague, Hamish Tadgell, recently noted in his piece “Crisis of Confidence”, in many respects, we are not 

surprised we are starting to see some things break given the aggressive and coordinated nature of central bank 

rate moves.  
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Of growing concern to policymakers, economists and market participants is what the turmoil in the banking 

sector means for the medium-term availability of credit growth. In the US, the regional and community banks 

have been an important driver of loan growth for decades. Banks with less than $250bn in assets account for the 

following proportion of lending in the US economy: 

 50% of commercial and industrial lending  

 60% of residential and real estate lending  

 80% of commercial real estate lending  

 45% of consumer lending  

We are looking to frame this in terms of implications for the boarder equity market and specific sectors. Over the 

past 12 months, the market mantra has been that good news on growth has been bad news for stocks because of 

the impacts on inflation data and how such data feeds into policy decisions (interest rate hikes). So, if this mantra 

holds, could the bad news about the banking system and the resulting implications for credit growth be good 

news for stocks? 

Given the above impacts on credit growth, economists estimate that the ensuing regional banking crisis in the US 

is equivalent to a Federal Reserve rate hike of a quantum of anywhere between 25bps and 150bps.  

This is important for a number of reasons but most importantly where we reside in the US and global rate hike 

cycle. It is our view that we have reached a peak in the Fed funds rate, with potentially one 25bps hike left in May. 

What is of more importance is when we might start to see rate cuts, as this is an environment in which emerging 

companies have significantly outperformed their larger counterparts. It is our view that we will start to see rate 

cuts before year end, driven by the below data. 

Figure 1: Alpine Macro Research highlights the argument that disinflation so far has had nothing to do with 

Fed tightening and the average time between commencement of monetary tightening and a cyclical peak in 

inflation is about two and a half years  

Core PCE Inflation - Supply vs Demand Driven Inflation 

 
Source: San Francisco Federal Reserve, SG Hiscock & Company  
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Figure 2: Consumer spending – which accounts for just under 70% of US nominal GDP - has been driven by 

pandemic related excess savings along with recent credit growth  

US Consumer Credit (YoY % change) 

 

 

  

 

  

  

  

  

  

 Source: US Federal Reserve, SG Hiscock & Company 

In conclusion, it is our view that the ensuing regional banking crisis in the US has brought forward the terminal Fed 

funds rate and also expedited the timeline to the first rate cut, via direct and indirect macroeconomic impacts. 

From a direct perspective, we expect credit growth to significantly slow as regional banks tighten their belts, 

constraining the velocity of money. From an indirect perspective, undoubtedly until the situation is resolved, there 

will be an impact on consumer and business confidence which will likely impact spending.  All of the 

aforementioned factors will feed through to aggregate demand, with the quantum of the impact yet to be 

determined. While this is a net positive for equities via the impact on (cyclical) inflation and the resulting policy 

implications (rate cuts), it should be noted that too significant a hit to aggregate demand will have a substantial 

impact on company earnings, hence we continue to favour defensive/counter cyclical businesses from a portfolio 

perspective.   
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Figure 3: Periods of relative outperformance in emerging companies have come during rate cut cycles 

S&P/ASX Emerging Companies Index less S&P/ASX 100 

Rolling 12 month performance = excess returns 

 

Source: SG Hiscock & Company, IRESS 

Figure 4: When the global reflation stochastic indicator starts to tick up and move above 50 it is typically a 

strong buy signal for emerging companies 

S&P/ASX Emerging Companies less S&P/ASX 100  

Rolling 12-month performance and Global reflation stochastic Indicator 

 
Source: SG Hiscock & Company, IRESS
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Investment Guidelines 

The Sub-Investment Manager will use the following guidelines when selecting investments for the Fund: 
 

 The portfolio will generally hold 60 to 80 stocks with a minimum of 40 stocks; 
 All stocks will reside outside the S&P/ASX 100 upon initial investment; 
 Cash maximum 20%; equities 80-100 %; 
 The Trust will be permitted to invest up to 10% of the Trust’s assets in unlisted securities – but those unlisted 

securities must be expected to be quoted on the ASX within a 12-month period; 
 The investment in any one company will not be more than 10% of the market value of the Trust’s assets; 
 Maximum shareholding in any one company is 10% of its market capitalisation; 
 The Trust may use derivatives for risk management purposes, as substitutes for physical securities; and  
 The Trust will not be geared. 

 
All stocks on initial purchase will be outside the S&P/ASX 100. Should a stock, via growth, be included in the 
S&P/ASX 100 Index, SGH is able to hold this stock for a period of no greater than twelve months. SGH will 
immediately develop an exit plan for any stock that reaches the top 50. 
 

Environmental Social & Governance (ESG) 

Environmental  
 No coal mining 

Social  
 No direct tobacco production 
 No direct gambling 
 No direct predatory or pay day lending4 
 No direct controversial weapons manufacturing5 
 No live animal exports 
 No adult entertainment6 industries 

Governance 
 No poor occupational health and safety records7 
 No investment in companies displaying a pattern of not disclosing related party transactions  
 No excessive use of non-executive options 

 

For more information visit www.sghiscock.com.au 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975), a subsidiary of EQT Holdings Limited (ABN 22 607 797 615) a publicly listed company on the Australian Securities 
Exchange (ASX:EQT), is the Responsible Entity of the Trust. SG Hiscock & Company Limited (ABN 51 097 263 628 AFSL 240679) is the Investment Manager of the Trust and has 
prepared this document for general information purposes only.  It does not contain investment recommendations nor provide investment advice. Neither SG Hiscock & Company 
Limited, Equity Trustees Limited nor its related entities, directors or officers guarantees the performance of, or the repayment of capital or income invested in the Trust. Past 
performance is not a reliable indicator of future performance. Professional investment advice can help you determine your tolerance to risk as well as your need to attain a particular 
return on your investment. In preparing this information, we did not take into account the investment objectives, financial situation or particular needs of any particular person. You 
should not act in reliance on the information contained in this document. We strongly encourage you to obtain detailed professional advice and to read the relevant Information 
Memorandum in full before making an investment decision.  Equity Trustees Limited does not express any view about the accuracy or completeness of information that is not 
prepared by Equity Trustees Limited and no liability is accepted for any errors it may contain.  Investors can acquire units by completing the application form accompanying a current 
Information Memorandum. A current Information Memorandum can be obtained by contacting SG Hiscock & Company Limited on +61 3 9612 4600. 

 
4 Predatory and payday lending includes very high interest rate loans, often carrying excessive fees and terms such as unreasonable repayment requirements 
5 Any controversial weapons which are prohibited under applicable international treaties or conventions 
6 Adult entertainment industries include live adult entertainment and pornography 
7 Poor occupational health and safety records includes notifiable workplace incidents or accidents 


