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Total returns

Performance review

• The S&P/ASX Small Ordinaries Accumulation Index 
returned -1.01% for the month of July, with Energy 
and Industrials adding value to the index.

• The Ralton Smaller Companies portfolio returned 
0.65% for the month, outperforming the benchmark 
by 1.65%.

• The portfolio’s underweight to Information Technology 
was a key detractor from portfolio returns, more than 
offset by the portfolio’s overweight to Energy and 
Consumer Staples. 

Performance attribution

Key contributors

Key contributors Positioning
Cooper Energy Overweight
Super Retail Group Overweight
Credit Corp Group Overweight

Cooper Energy (COE, +23.38%) – progressed its Sole 
gas project development during the month, which 
remains a crucial market focus with drilling activity the 
most significant variable cost area within the project. 
The successful completion of the Sole-3 flow testing 
has proven that reservoir and well performance has 
run to plan. The Sole gas project development is now 
approaching 60% complete and as drilling activity winds 
down (after completion of Sole-4), the cost risk reduces 
substantially as the remaining project spend is under 
‘fixed-price’ lump sum contracts. Overall, the Sole gas 
project remains within its budget ($355m) and schedule 
(first gas sales July 2019). COE remains attractively priced 
on FY20E EV/EBITDA of around 3.0x.

Super Retail Group (SUL, +14.07%) – performed strongly 
again during July as investors continued to unwind part 
of the discount they had built into the share price from 
risks around the arrival of Amazon, early concerns about 
the acquisition of Macpac and expectations of a softer 
consumer environment. The share price recovery over 
the past few months has seen the stock trading at a more 
appropriate valuation, with a substantial buffer to its 
historical trading levels to account for some of the risks 
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Ralton Smaller Companies 0.65 3.73 6.19 17.11 12.79 13.78 13.30 10.95 8.92

Income return 0.11 0.37 1.40 2.76 2.91 3.07 3.44 3.67 3.68

Growth return 0.54 3.36 4.79 14.35 9.89 10.70 9.86 7.28 5.24
S&P/ASX Small Ord Accum. Index -1.01 3.74 4.19 22.58 14.03 9.27 4.53 3.07 1.80

Difference 1.65 -0.01 2.01 -5.47 -1.24 4.51 8.77 7.88 7.12

in the market. SUL, which owns several household name 
brands, is well managed and has expected medium-term 
profit growth primarily driven by internal or ‘self-help’ 
initiatives. The self-help is mostly due to the various 
supply chain, IT, and warehouse efforts that SUL has been 
investing in over the last couple of years. These will make 
the business more efficient, release inventory (and cash in 
the process) and allow scope for growth.

Credit Corp Group (CCP, +13.89%) – performed very 
strongly for the month after reporting its FY18 result 
at the top-end of guidance and providing a positive 
outlook on the year ahead.  This company was recently 
the subject of an attack from an undisclosed group 
about its accounting practices and the operation of its 
lending business.  Given the recent attack on Blue Sky 
Investments that bore several similarities, the market had 
a reason for concern.  Upon review, we were of the view 
that the report lacked merit and continued to hold the 
stock.  The market’s reaction to the result suggests others 
have reached a similar opinion about the company.  CCP 
has three business lines. The Australian debt ledger (or 
books of bad debts to recover) is a mature business.  
CCP is looking to replicate the same business in the US 
and has finally started to make inroads in that market 
after 6 -years. The US operation will be a crucial driver 
of future growth.  Finally, the group provides personal 
loans with an average duration of around 20 months.  
This book continues to grow as the banks pull back from 
the personal lending business.  Subject to economic 
conditions, we expect this group to provide sustainable 
growth in coming periods from its US and domestic 
personal loans businesses.

Key detractors

Key detractors Positioning
Nufarm Ltd Overweight
Independence Group Overweight
Regis Resources Overweight
Afterpay Touch Underweight

Nufarm (NUF, -19.30%) – fell hard during the month 
after the company substantially downgraded its earnings 
outlook.  The main driver of the downgrade was dry 
conditions in Australia, which saw a substantial drop in 
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sales in the crop protection market.  The weak seasonal 
conditions continued through both June and July which 
are the crucial months for the NUF business in this 
market.  Also, there is now an expectation of a dry spring 
which will constrain sales into FY19 as well.  Although 
the integration of the recent European acquisitions is on 
track, there has been a hit to current year earnings as 
NUF failed to get approval for one of the products in time 
for the selling season.  While this weather impact is a 
short-term negative, we remain positive on the medium-
term outlook for the group given the diversity of markets 
it operates in, the recent European acquisitions and the 
upside potential from the Omega 3 commercialisation.

Independence Group (IGO, -12.45%) – missed FY18 
production guidance at Nova, but this was flagged in a 
market preview on 9 July. Both Tropicana and Long were 
within the guidance range. A Nova reserve downgrade 
from 2.06% Ni to 1.86% Ni caught the market by surprise, 
and this has raised questions concerning the sustainability 
of recoveries of 2.18% seen in the June ‘18 quarter and 
the previous company guidance of 2.4% grade in FY19.  
Nova’s high-quality infrastructure has demonstrated 
a 1.8Mtpa mining and milling rate is achievable, and 
although this helps offsets grade loss, it also cuts mine 
life.

Regis Resources (RRL, -12.89%) – sustained higher 
operating costs at Duketon in the June ‘18 quarter 
and the company’s FY19 guidance has raised investor 
concerns. The increased operating costs are a result of 
a higher Australian dollar diesel price and slightly higher 
stripping ratios on the start-up of some of RRL’s higher 
grade satellite operations and also a focus on waste 
mining at Moolart Well to provide material for TSF lift.  
Company FY19 guidance of 340-370 @ AISC A$985-1055/
oz is similar to FY18 guidance on ounces, but costs are 
higher as new pits need to be opened up, and higher 
haulage distances create headwinds.

Afterpay Touch (APT, +51.66%) – being underweight 
APT was a substantial detractor from the performance 
of the portfolio during July. The stock rose sharply after 
a strong business update, including an indication of the 
launch of the US business in mid-May, which has since 
been successful. We remain cautious on the outlook 
for the company given the potential regulatory changes 
flowing from the Royal Commission and its focus on 
“responsible lending”. Further, we are cautious of the 
extreme valuations of companies within the technology/
fintech space. 

Portfolio changes

Key additions and material adjustments

Bought
Bapcor Ltd (BAP) 

We added a position in Bapcor Ltd (BAP) to the portfolio 
in July as we expect the company will continue to deliver 
solid growth with lower volatility than the market over 
the medium term. BAP’s key competitive advantage 
lies within its supply chain, efficiently servicing the 
fragmented auto service sector. Furthermore, we see the 
opportunity for continued investment in wholesale parts, 
retail as well as the company’s initial investment in Asia 
as providing long term growth which is yet to be fully 
appreciated by the market.

Key disposals and material adjustments

Sold
Coca-Cola Amatil Ltd (CCL)
IOOF Holdings (IFL) 

There were two disposals from the portfolio during the 
month.  Firstly, we disposed of the holding in Coca-Cola 
Amatil Ltd (CCL) as it was approaching its valuation.  We 
also disposed of our holding in IOOF Holdings (IFL) during 
the month as we are becoming more concerned about 
the structural implications of the Royal Commission in the 
financial services industry.  While we remain attracted 
to IFL’s competitive position, which we expect to be 
strengthened by the pending acquisition of ANZ Wealth 
Management, the lack of clarity around the outcomes 
for the industry makes it particularly challenging to 
determine an appropriate valuation at this point. 

Sector allocation

GICS sector Ralton Index +/-
Health Care 13.63% 6.92% 6.71%
Energy 11.54% 6.82% 4.71%
Telecommunication Services 6.55% 2.79% 3.76%
Financials 10.78% 7.32% 3.46%
Utilities 2.54% 0.49% 2.04%
Consumer Staples 8.48% 8.89% -0.40%
Information Technology 8.38% 9.18% -0.80%
Consumer Discretionary 15.26% 19.07% -3.80%
Real Estate 6.81% 10.95% -4.14%
Materials 13.27% 18.42% -5.15%
Industrials 2.78% 9.16% -6.38%
Total 100.0% 100.0% 0.0%
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Performance of the Ralton Wholesale Smaller Companies Model Portfolio is based on a model portfolio and is gross of investment management and 
administration fees, but net of transaction costs. The total return performance figures quoted are historical and do not allow the effects of income tax or 
inflation. Total returns assume the reinvestment of all portfolio income. Past performance is not a reliable indicator of future performance. 
 
*The performance comparison of $20,000 over 5 years is for illustrative purposes only. Performance is calculated on a gross basis. Actual performance will 
vary depending on the amount of fees charged by the relevant platform that a client uses to implement the portfolio. The comparison with the S&P/ASX Small 
Ordinaries Accumulation Index is for comparative purposes only. Index returns do not allow for transaction, management, operational or tax costs. An index is 
not managed and investors cannot invest directly an in index. There is no guarantee these objectives will be met. 

 #Portfolio holdings may not be representative of current or future recommendations for the portfolio. The securities listed may not represent all of the 
recommended portfolio’s holdings. Future recommended portfolio holdings may not be profitable. 

 This document is for general information only and does not take into account the specific investment objectives, financial situation or particular needs of any 
specific reader. As such, before acting on any information contained in this document, readers should consider whether the information is suitable for their 
needs. This may involve seeking advice from a qualified financial adviser. Ralton Asset Management (ABN 45 114 924 382) (Ralton) is the provider of the Ralton 
Wholesale Smaller Companies Model Portfolio. To subscribe, contact Copia Investment Partners Ltd (AFSL 229316, ABN 22 092 872 056) (Copia) by calling 1800 
442 129 or email clientservices@copiapartners.com.au. Any opinions or recommendations contained in this document are subject to change without notice. 
Ralton and Copia are under no obligation to update or keep information contained in this document current. 

1800 442 129 | clientservices@copiapartners.com.au | copiapartners.com.auCONTACT COPIA

John Clothier General Manager, Distribution 0408 488 549 | jclothier@copiapartners.com.au
Adam Tweedale State Manager, Southern Region 0425 804 727 | atweedale@copiapartners.com.au
Angela Vincent State Manager, Northern Region 0477 347 260 | avincent@copiapartners.com.au
Sean Paul McGoldrick Account Manager, Northern Region 0421 050 370 | spmcgoldrick@copiapartners.com.au
Iain Mason Director, Institutional Business 0412 137 424 | imason@copiapartners.com.au

Top 10 holdings#

Company name ASX code
WorleyParsons Ltd WOR
Steadfast Group Ltd SDF
oOh!Media Limited OML
Speedcast International Ltd SDA
Tassal Group Limited TGR
Independence Group IGO
Super Retail Group Ltd SUL
Nextdc Limited NXT
Regis Resources RRL
OceanaGold Corp OGC
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