
CONVICTION. LONG TERM. ALIGNED | Copyright 2019 NAOS Asset Management Limited 1CONVICTION. LONG TERM. ALIGNED | Copyright 2019 NAOS Asset Management Limited

NAOS Asset Management
Investor Conference Call Q3 FY2019

10:30am (AEST) Tuesday 16th April
Dial-in Number: 1300 289 804
Guest Access Code: 10842873 #
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Important Information

This material has been prepared by NAOS Asset Management Limited (ABN 23 107 624 126, AFSL 273529) (NAOS) for general information  purposes 
only and must not be construed as investment advice. It does not constitute an offer to purchase any security or financial product or  service referred 
to herein. Any such offer or solicitation shall only be made pursuant to a relevant offer document, which is available by calling  NAOS on (02) 9002 
1576. This material does not take into account the investment objectives, financial situation or needs of any particular investor. Before making an  
investment decision, investors should consider obtaining professional investment advice that is tailored to their specific circumstances.

Where past performance information is shown, it is intended to be for general illustrative purposes only. Past performance is not a reliable  indication 
of future performance. In relation to any NAOS financial product or service referred to herein, NAOS does not guarantee its future  performance, the 
amount or timing of any returns or that any investment objectives will be achieved.

Statements contained in this material that are not historical facts are based on the current expectations, estimates, projections, opinions,  
assumptions and beliefs of NAOS, which are subject to change without notice. This material may also contain forward-looking statements.  Forward-
looking statements are not guarantees or predictions of future performance and involve known and unknown risks, uncertainty and other factors 
beyond NAOS’ control. Unless otherwise expressly stated, no independent person has reviewed the reasonableness of any such  forward-looking 
statements or assumption. Undue reliance should not be placed on forward-looking statements as actual events or results or the  actual performance 
of a NAOS financial product or service may materially differ from those reflected or contemplated in such forward-looking  statements.

Neither NAOS or any of its respective officers or employees makes any representation or warranty (express or implied) with respect to the  
correctness, accuracy, reasonableness or completeness of any information contained in this material and to the maximum extent permitted by  law, 
NAOS disclaims all liability to any person relying on the information contained in this material in relation to any loss or damage (including  
consequential loss or damage), however caused, which may be suffered directly or indirectly in respect of such information.

This material must not be reproduced or disclosed, in whole or in part, without the prior written consent of NAOS. Certain economic, market or  
company information contained in this material may have been obtained from published sources prepared by third parties. Any trademarks, logos  or 
service marks contained herein may be the registered or unregistered trademarks of their respective owners. Nothing contained herein should  be 
construed as granting by implication or otherwise, any license or right to use any trademark displayed without the written permission of the  owner.
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NAOS Investment Mandate

NAOS seeks to protect investor capital 
whilst providing a sustainable growing 
stream of fully franked dividends and 
long-term capital growth above the 
relative benchmark index.

NAOS provides investors with genuine, 
concentrated exposure to Australian 
undervalued listed micro, small and 
mid-cap companies with an industrial 
focus.
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NAOS Investment Beliefs

4

Performance v  
Liquidity Focus

Value with Long
Term Growth

Quality over
Quantity

Invest for the
Long Term
(5+ years)

Pure Exposure
to Industrials

Ignore the
Index

Management
Alignment

Environmental, 
Social and 
Governance (ESG)
We do not invest in tobacco, 
gambling, nuclear, uranium, 
controversial weapons, coal 
mining operations or oil and 
gas production companies.
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Q3 FY2019 Review

US market rally not 
being supported by 
volume

Since 1st January 2019 to 8th April 2019, the S&P 500 is up 15%, while the Nasdaq is 
up 20%. Friday 5th April saw the second-fewest shares change hands of any trading day 
in 2019. 

Hyper-growth stocks 
continue to be firmly 
in favour

Since 1st January 2019 to the end of March 2019 when looking at the performance of 
five hyper growth-stocks; Afterpay (ASX: APT), Wisetech (ASX: WTC), Xero (ASX: XRO), 
Appen (ASX: APX) and Altium (ASX: ALU), all were or are currently in the ASX/S&P 
Small Ordinaries Index (ASX: XSO), in an equally weighted basket these stocks are up 
49.89%, as opposed to the XSO which is up 14.65% over this period.

Hyper-growth stock 
valuations v the 
market

Based on FY20 consensus numbers hyper-growth stock valuations are inflated versus 
the broader industrial market.*

S&P/ASX 300 Industrials Index (ASX: XKI) 13 EV/EBITDA
Afterpay (ASX: APT)       69 EV/EBITDA
Wisetech (ASX: WTC)    45 EV/EBITDA
Xero (ASX: XRO)            45 EV/EBITDA
Appen (ASX: APX)         27 EV/EBITDA
Altium (ASX: ALU)         34 EV/EBITDA
* Source Bloomberg, figures as at 11th April 2019
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Q3 FY2019 Review
Hyper Growth Stocks v S&P/ASX Small Ordinaries Index (ASX: XSO)* 
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Q3 FY2019 Review
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Last Private Valuation Market value at IPO Market Capitalisation*

* Source CB Insights, Google Finance via Financial Times as at 8 April 2019 
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NTA & Performance as at 31 March 2019
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* Investment performance is post all operating expenses, before fees, taxes and initial IPO and placement commissions. Performance has not been grossed up for franking credits received by shareholders and returns are
compounded for periods greater than 12 months. Inception p.a. includes part performance for the month of February 2013 (NCC) and November 2014 (NAC), returns are compounded for periods greater than 12 months.

^ Investment performance is post all operating expenses, before fees, taxes and interest. Performance has not been grossed up for franking credits received by shareholders. Inception performance (p.a. and nominal) is 1
December 2017.

PRE TAX NTA 3  MONTH 1 YEAR INCEPTION (NOMINAL)

NCC* $1.07 +2.83% -10.86% +12.39% +103.70%
(6 years 1 month) 

NSC^ $0.75 +1.26% -13.33% -10.30% -13.46%
(16 months)

NAC* $1.00 +5.19% -5.22% +11.46% +60.83%
(4 years 5 months)

INCEPTION (P.A.) 
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Long Term Capital Protection*
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Performance (p.a.)
NCC v XSOAI

Performance (p.a.)
NAC v XKIAI

NAOS LIC 12.39% 11.46%

Benchmark 5.81% 6.91%

0.00%

5.00%

10.00%

15.00%

Average Performance
(Down Market Months)

NCC v XSOAI

Average Performance
(Down Market Months)

NAC v XKIAI

NAOS LIC -0.51% -0.35%

Benchmark -2.89% -2.47%

-4.00%

-2.00%

0.00%

* NCC and NAC Investment Portfolio Performance is post all operating expenses, before fees, taxes and initial IPO and placement commissions. Performance has not been grossed up for franking credits received by shareholders. Since
inception (p.a.) includes part performance for the month of February 2013 (NCC) and November 2014 (NAC). Returns compounded for periods greater than 12 months. NCC averages taken from the 73 months since inception (41 ‘up
market’ months and 32 ’down market’ months) and NAC 55 months since inception (33 ‘up market’ months and 22 ’down market’ months). All figures are as at 31 March 2019.
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NCC Overview as at 31 March 2019
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NCC Overview as at 31 March 2019
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Positive stock contributors to the investment portfolio since 
inception, 26th February 2013

Current Holding
Contribution to 

Return

BSA Limited (ASX: BSA) Yes 21.83%

Calliden Group Limited (ASX: CIX) No 14.30%

Capitol Health Limited (ASX: CAJ) No 13.90%

Consolidated Operations Group Limited (ASX: COG) Yes 11.24%

Careers Multilist Limited (ASX: CGR) Yes 10.19%

Lindsay Australia Limited (ASX: LAU) No 9.23%

MNF Group Limited (ASX: MNF) No 9.08%

Enero Group Limited (ASX: EGG) Yes 8.53%
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NSC Overview as at 31 March 2019
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The top 5 positive stock contributors to the investment portfolio 
since inception, 1st December 2017

Current Holding
Contribution to 

Return 

Over The Wire Limited (ASX: OTW) Yes 3.00%

Enero Group Limited (ASX: EGG) Yes 2.73%

Service Stream Limited (ASX: SSM) No 1.30%

360 Capital Total Return Fund (ASX: TOT) Yes 0.86%

360 Capital Group (ASX: TGP) No 0.37%
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NAC Overview as at 31 March 2019
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Positive stock contributors to the investment portfolio since 
inception, 12th November 2014

Current Holding
Contribution to 

Return 

Service Stream Limited (ASX: SSM) No 6.65%

BSA Limited (ASX: BSA) No 6.41%

MNF Group Limited (ASX: MNF) Yes 6.02%

People Infrastructure Limited (ASX: PPE) Yes 5.94%

Event Hospitality & Entertainment Limited (ASX: EVT) No 5.10%

Elders Limited (ASX: ELD) Yes 4.83%

1-Page Limited (ASX: 1PG)* No 3.96%

* Short Position
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Updates on Key Investments
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MNF Group Ltd (ASX: MNF)

• Lowered FY19 EBITDA guidance by ~5% and 
maintained FY20 EBITDA guidance, which implies 
~25% EBITDA growth.

• Sale of residential ADSL business simplifies the 
business units and increases the recurring gross 
margin profile of the business. 

• VOIP network is operational in New Zealand with a 
further network in Singapore due to be operational 
within 3-6 months.

• Bandwidth, a Nasdaq-listed peer has a similar 
service offering, customer base and gross profit 
profile and has a market capitalisation in excess of 
$2 billion compared to MNF at just over $300 
million.

Enero Group Ltd (ASX: EGG)

• Achieved a record EBITDA result with 15% organic 
revenue growth.

• Significant client wins with organic growth driven by 
increasing client penetration i.e. Adobe Inc (US: ADBE) 

• Share price has increased significantly and as a result 
of market demand NAOS was able to reduce its 
holding in EGG from ~24% to ~17%.

• Accenture (market capitalisation ~ $155 billion AUD) 
acquired creative agency Droga5 which is of a similar 
size to EGG (500+ staff) for what was believed to be a 
figure close to 2 times revenue. 

Figures are as at 31 March 2019
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Updates on Key Investments

17

CML Group Ltd (ASX: CGR)

• Released a very strong 1HFY19 result with EBITDA 
up +30% and the share price subsequently reaching 
a high of $0.58 from a low of $0.42 in December.

• Increased the transparency around the new invoice 
discounting product together with a bolstered and 
proven management team. 

• CEO sold a portion of his shareholding in March 
which has seen the share price fall back to $0.49. 
We have the view that as the CEO and his related 
parties still represent over ~10% of the diluted 
shares on issue that the shares will re-rate 
significantly with a number of catalysts to come. 

Smartgroup Ltd (ASX: SIQ)

• Added back into the NAC portfolio in March after the 
share price fell from almost $13.00 to $8.00 over a 6-
month time period.

• This was compounded by the CEO selling 25% of his 
holding at a significant discount to the last price, 
subsequently there has been significant buying from the 
Chairman and a number of other Directors. 

• SIQ remains minimally geared and generates free cash 
flow that is often equal to net profit with all technology 
investment expensed.

• We believe that much of the SIQ customer base operates 
in industries that are experiencing structural growth such 
as healthcare, education and aged care which will benefit 
the SIQ business over the long term, albeit not at the 
growth rates that the market was expecting Figures are as at 31 March 2019
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Example channel checking activities (listed, unlisted and 
global businesses)

NAOS holding Activity

Costa Group Limited (ASX: CGC)
Wingara AG Limited (ASX: WNR)

Tour of Chinese Operations
End Market Store Tour in China
Fresh Produce Contact Alibaba 
Australian Government Consultant and AFIA Representative 

CML Group Limited (ASX: CGR) Industry veteran, executive Scottish Pacific and Classic Funding Group

MNF Group Limited (ASX: MNF)
Former Senior Executive Global One 
Consultant to NBN & Senior Executive at three major Telcos 
Former Investor & Executive Twillio 
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Capital management and acting in the best interests of 
shareholders

Dividends
• All dividends to date from NAOS LICs have been fully franked. 
• The Dividend Reinvestment Plan (DRP) buys shares on market if the share price is at a discount to NTA to 

avoid diluting shareholders. 2.49m NSC DRP shares bought since 1 December 2017.

Indirect Costs
• NAC listing fees paid by NAOS, this was a LIC industry first.
• Board fees lowered in NSC from $309,800 (FY 2017) to $111,572 (FY 2018).

Alignment
• NAOS Directors and Staff are some the largest shareholders across the NAOS LICs ensuring alignment of 

interests with all shareholders.
• CIO holds no shares outside of the NAOS LICs and NAOS Asset Management Limited.

Brand 
Awareness

• 9,000+ subscribers to NAOS marketing communications.
• Media presence across publications such as Cuffelinks and Livewire.
• National Investor Roadshow twice yearly in 6 capital cities (1,000+ RSVP’s per annum).

NSC Buy-Back

• At the end of March, NSC announced its intention to commence an on-market buy-back of up to 10% of 
its ordinary shares on issue. 

• The Board considers this to be an effective use of the Company’s capital to close the discount to NTA as 
well as increasing the NTA per share over the long term.
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Appendix
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NAOS Listed Investment Companies
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NAOS investment process
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NAOS ESG framework

23



CONVICTION. LONG TERM. ALIGNED | Copyright 2019 NAOS Asset Management Limited 24CONVICTION. LONG TERM. ALIGNED | Copyright 2019 NAOS Asset Management Limited

Historical Shareholder Numbers
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Investor awareness and communication
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CEO Insights, NAOS 
Newsletter,  
subscribe via our  
website  
naos.com.au/
#subscribeform

Shareholder  
Conference Calls,  
subscribe via our  
website  
naos.com.au/
#subscribeform

Monthly Investment  
Report & NTA email  
updates, subscribe via  
our website  
naos.com.au/
#subscribeform

The news and media  
section of our website  
is updated regularly  
naos.com.au

Twice yearly National  
Roadshow

Follow us on Twitter
@NaosAssetMgmt

Add us on Linkedin
NAOS Asset Management

Like us on Facebook  
NAOS Asset Management

Subscribe to us on YouTube  
NAOS Asset Management

For all enquires contact
enquiries@naos.com.au
or call (02) 9002 1576

Listen and subscribe
to Podcasts on iTunes

Listen and subscribe
to Podcasts on Spotify

Follow us on Instagram
naos_asset_management

mailto:enquiries@naos.com.au
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NAOS Directors and Team
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OUR 
DIRECTORS

OUR
TEAM

Warwick Evans
Chairman, NAOS Asset 
Management Limited & 
Director NCC, NSC and NAC

Robert Miller
Portfolio Manager

Ben Rundle
Portfolio Manager

Julia Stanistreet
Business Development Manager

David Rickards
Independent Chairman & Director, 
NCC and NAC & Independent 
Director NSC

Mark Bennett
Director, NAOS Asset 
Management Limited

Trevor Carroll
Independent Chairman NSC

Richard Preedy
Chief Financial and 
Operating Officer

Rachel Folder
Investment Analyst

Sebastian Evans
Managing Director, NAOS Asset 
Management Limited & 
Director NCC, NSC and NAC

Sebastian Evans
Chief Investment Officer

Rajiv Sharma
Senior Legal Counsel and Company 
Secretary NCC, NSC & NAC

Matthew Hyder
Director, NAOS Asset 
Management Limited

Sarah Williams
Independent Director, 
NCC and NAC 
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NAOS Asset Management giving back
NAOS, the management company, is proud to be supporting the following charities

27

‘Golden Shouldered Parrot’ threatened  
species project, in partnership with  

Bush Heritage

‘Reef Aid’ campaign, in partnership  
with Greening Australia

RFDS, dedicated to providing 
healthcare to Australians in 

remote communities
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Q&A
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Thank you for your continued support


