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The information provided in this presentation has been 

prepared by Glennon Capital (ABN 84 137 219 866, AFSL 

338567). The information herein is provided for information 

purposes and should not be construed as an offer for sale.  

 

Whilst Glennon Capital has taken all reasonable care in 

producing this information, subsequent changes in 

circumstances may occur at any time and may impact on the 

accuracy of the information. Glennon Capital Pty Ltd believes 

that any information herein is accurate and reliable, but no 

warranties of accuracy, reliability or completeness are given 

(except insofar as liability under any statute cannot be 

excluded). No responsibility for any errors or omissions or any 

negligence is accepted by Glennon Capital Pty Ltd, its related 

bodies corporate or any of their respective directors, 

employees or agents. 

 

This presentation has been prepared without taking into 

account the investment objectives, financial situation or needs 

of any particular investor. This presentation should not be 

relied on as the sole basis for investment in a portfolio 

managed by Glennon Capital.   

DISCLAIMER 

G L E N N O N . C O M . A U  
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Market Update 

What is happening in the Australian small 

cap market? 

 

Portfolio Insights 

How does the GC1 Portfolio look in last 6 

months? 

 

LIC Outlook 

How does the GC1 Portfolio look like in 

2018? 

AGENDA 
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Co-investment. We back  

our own investment 

decisions and have  
our funds invested  

alongside our clients 

Extensive small company 

experience in investing, 

along with extensive 

contacts among small 

listed companies 

Only invest in quality 

business; it’s as much  

about avoiding the  

disasters as picking  

winners. 

Established in 2008  

as a specialist 
small companies 

investment manager 

Focused on 
finding value 

in small listed 

companies 

Undertake  
our own  

research 

Why Invest With Glennon 



Our values 

We want to  

be aligned  

with our clients 

We want our 

investment to grow  

with our clients  

investments 

We want to communicate  

with our clients so they 

have confidence in our 

capability, and to reassure 

them when 

markets are volatile 

We want to 

think creatively  

and outside 

the box 

We want to  

be long term  

and look through 

the noise 

We want to add 

absolute value 
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WHY SMALL CAPS? 
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Small Cap Market Review 



Small Ords v ASX100 
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$95.00
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Small Cap Strategies – HUB24 Wholesale 



Top 10 positions 
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Company Weight 

Emeco Holdings Limited 7.93% 

Altium Limited 6.46% 

Alliance Aviation Services 5.75% 

A2 Milk Company 5.34% 

Macmahon Holdings Ltd 5.16% 

Money 3 Limited 5.05% 

Apollo Tourism & Leisure Limited 4.86% 

BWX Limited 4.65% 

CML Group 4.54% 

National Veterinary Care 4.52% 



Portfolio characteristics 
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Performance in negative months 
39 negative periods 
9 underperformed 

GC INDEX



12 

Glennon Capital performance 

31-Mar-18 1 Month 3 Months 6 Months
1 Year 

%pa

3 years 

%pa

5 Years

%pa

Since 

Inception 

(%pa)

Glennon Small Companies Portfolio -1.9% 1.9% 11.6% 18.0% 13.4% 16.6% 15.3%

S&P / ASX Small Ordinaries Accumulation Index -2.3% -2.8% 10.5% 15.0% 10.7% 6.4% 4.1%

Under / Outperformance 0.4% 4.7% 1.1% 3.0% 2.7% 10.2% 11.2%
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Small Cap Strategies – GC1 



Top 10 positions 
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Company Weight 

Emeco Holdings Limited  9.28% 

Tox Free Solutions Limited 7.56% 

Cml Group Limited 6.99% 

Shine Corporate 5.91% 

Macmahon Holdings Ltd 5.83% 

BWX Limited 5.34% 

Apollo Tourism & Leisure Limited 5.14% 

Alliance Aviation LImited 5.00% 

Axesstoday Limited 4.78% 

Afterpay Touch 4.66% 
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Glennon Capital performance 
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Glennon Capital performance 
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Portfolio Investments 
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Emeco Limited (ASX:EHL) 

Overview 

Emeco provides earth moving solutions for the mining industry.  Emeco had a near death experience post 

the GFC and resources price slump that followed.  Uitlisation rates decreased and the oversupply of earth 

moving equipment that was acquired through the mining boom pre 2008 was lowering the rates that 

contractors could achieve.  In 2015 the return on assets was negative while historically it had been around 

30%.  In mid 2016 the company restructured and at the same time merged with its two largest competitors, 

Andy’s earth moving and Orionstone. In 2017 the company acquired Force Equipment which allows rental 

fleet to be returned to work faster utilising their maintenance facilities. 

Background 
Listed in 2006 

Acquisition PER nm 

Revenue $265m 

Profit -$18m ($90m EBITDA) 

Mkt Cap $255m 

Thesis 

Recapitalisation and merger with its largest competitors, Andy’s Earthmoving and Orionstone, bringing a 

younger and more diversified fleet and a strong position in QLD. 

Acquisition of Force Equipment adds a much needed maintenance capability. 

Domestic only fleet of 800 units – exited offshore operations. 

WA recovery. 

Replacing and reducing expensive debt over the next two years. 

Now 
Mkt Cap $788m 

Revenue $390m (FY18) 

Profit $29m FY19 $55 (EBITDA $115 FY18 $140 FY19) 

Trading on a FY18 PER of 26x, 15x FY19 
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Emeco Limited (ASX:EHL) 
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Acquisition of 

Force 

Equipment 

Scheme of 

Arrangement 

Approved 

Debt Extension 

Increased fleet 

First half of +EBIT since 

2013 Announces: 

ReCap 

+Orionstone 

+Andys 

Initial Purchase 

Subsequent 

Purchase 
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CML Group Limited (ASX:CGR) 

Overview 

CML Group started as a recruitment business (Careers Multi List), listing in 2010.  In 2011 the company 

acquired Lester Group which had a small receivables factoring business (cash flow financing is the term used 

by the company).  The factoring side of the business grew faster that recruitment with 150% growth in 2014.  

In May 2016 CML group acquired the trade debtors business of FSA group. 

Background 
Listed in 2010 

Acquisition PER of 8x 

Revenue $40m 

Profit $3.8m 

Mkt Cap $50m 

Thesis 

More nimble to market than it’s main factoring competitor, Scottish Pacific.  

Winning share. 

Acquisition of Thorn Group's debtor finance group for 1x ebitda 

Entry into equipment finance – primarily in the transport sector (like Axsesstoday), often lending on 

equipment already owned. 

Lower funding costs 

Now 
Mkt Cap $103m 

Revenue $48m 

Profit $5.5m 

Trading on a FY18 PER of 17x 
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CML Group Limited (ASX:CGR) 
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Initial Purchase 

Subsequent 

Purchase 

Subsequent 

Purchase 

First Meeting 
Sells Payroll 

Business 

Institutional 

Bank Funding 

Buys FSA’s  

180 Group for 

$10m 
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MacMahon (ASX:MAH) 

Overview 

MacMahon provides both surface and underground mining services in Australia and Indonesia.  The 

company is 44% owned by their Indonesion JV partner PT Amman Mineral Nusa Tenggara after forming an 

alliance with the group in January 2017 after a failed takeover offer by CIMIC (which in turn is 73% owned by 

Hochtief AG).  The main contracts for the group are: 

 

• Tropicana – gold open pit 

• Telfer – Copper gold open pit 

• St Ives – Gold open pit 

• Martabe – Gold Open pipt 

• Various underground 

• Batu Hijau Copper / Gold open pit (second largest copper-gold in Indonesia) 

• Byerwen – Coal open pit 

 

The company had an unprofitable contract at Telfer and was losing $30m per annum on the project.  

Additionally it was operating a loss making venture in Nigeria which has now been exited. 

Background 
Listed in 1983 

Acquisition PER of nm 

Revenue $369m 

Profit -$22m (EBITDA 31.8) 

Mkt Cap $312m 

Thesis 

• Telfer reduction in loss, expansion & revenue uplift 

• Commencing new sizeable contracts in Indonesia (BatuHijau) and Queensland (Byerwen) 

• Contract mining sector improvement 

• Small entry into civil works with TMM Group acquisition 

• Strong cashflow - heading toward positive net cash balance on sheet FY19 

Now 
Mkt Cap $452m 

Revenue $675m 

Profit $37m (FY18) EBITDA $128m 

Trading on a FY18 PER of 12x 
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MacMahon (ASX:MAH) 

Initial Purchase 

Subsequent 

Purchase 

Exits Nigeria 

CIMIC bid @ 

$0.145 

25% increase 

in Tropicana 

Revenue 

Announces 

Telfer to return 

to profitability 

Finalises AMNT 

JV Batu Hijau 

Own 44% of 

MAH  

Awarded 

Byerwen Qld 
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Alliance Aviation Limited (ASX:AQZ) 

Overview 

Alliance is a charter operator, specialising in fly-in fly-out services, ad-hoc charter and regular transport flights 

in Australia and New Zealand.  The company was founded in 2002 with 3 planes and now operates a fleet of 

40 Fokker 70 and Fokker 100 jet planes.  The company has over 500 staff and is headquartered at Brisbane 

International Airport. 

Background 
Listed in 2011 

Acquisition PER of 4x 

Revenue $190m 

Profit $19m 

Mkt Cap $80m 

Thesis 

• The company suffered a profit downgrade in 2014 and was forced to sell some planes after the company 

found it overexposed to Australian resource companies who were at the time struggling with depressed 

commodity prices.  After the asset sales and profit downgrade the company has worked had to turn the 

business around and has demonstrated significant success in doing so.   

• The purchase of the Austrian air fleet of 21 Fokker planes was both good timing and an exceptional deal 

with the price being very cheap.  It also coincided with a recovery in the resources sector.  The company 

has worked has to ensure that they have a diversity of clients by resource type as well as focusing on 

increasing non-resource related flying hours.  The company has formed a JV with Virgin Airlines for regional 

routes and now fly’s 11 regular regional transport flights for Virgin. 

• When the share price was $0.60 the company had an NTA of $1.00 

Now 
Mkt Cap $214m 

Revenue $244m 

Profit $22.1m 

Trading on a FY18 PER of 11.6x 
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Alliance Aviation Limited (ASX:AQZ) 
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Acquisition of 

Austrian Fokker 

Fleet 21 planes 

for $15m US 

Initial Purchase 

Subsequent 

Purchase 

First Meeting 

Virgin 

Partnership 

Announced 

Starts operating 7 

Virgin Regional routes. 

Increases flying activity 

by 45% 

Profit 

downgrade 

Resource 

related 
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Investment Themes 
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Investment Themes 

ROLL UP / ROLL OUT 

DISRUPTION 

OWNER-OPERATORS 

DEEP VALUE 

MICROCAPS 
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Investment Themes 

32 Practices 

ROLL UP / ROLL OUT 

60 Practices 

294 pieces of equipment 897 pieces of equipment 

$71m ledger  $112m ledger  
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Investment Themes 

 
• Afterpay is the modern equivalent to laybye 
• Retailer pays a 4% fee 

• Younger generation not serviced by banks 
• Allows online transactions 
• Unable to get a credit card 
 

• Residential real estate one of the last to be disrupted 
• Experienced management 
• Exclusive deal with CBA 

• Skin in the game 
• Few competitors  

• 3d printing of titanium 
• 70% of all manufacturing estimated tom be 3d printed in 2030 
• Allow use of a 40% cheaper feed stock 
• CSIRO developed technology 
• Current cashflow 

DISRUPTION 
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Investment Themes 

Trouchet family 

Anthony Boucaut 

Indy singh 

53% 

33% 

30% 

OWNER-OPERATORS 
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Investment Themes 

DEEP VALUE 

 
• Caught up in sell off with Slater & 

Gordon 
• Class action 

• Founders left business 

• Historically family owned business 
• Second generation were not as 

entrepreneurial as first generation 
• Brand become mismanaged 

 
• Founders have returned to the 

business 
• Class action insured 
• Strong cashflows 
• Billing for disbursements 

 

• New management with good 
industry experience 

• Acquired pretty girl 
• Improvement in margins 
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Investment Themes 

MICROCAPS 

 
 $100m now $40m when 

bought 

$18.5m when bought 
 

$32.0m now 
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OUTLOOK 



G L E N N O N . C O M . A U  

Small Cap Outlook 

WHAT IS HAPPENING IN 

SMALL CAPS? 



35 

Outlook 

 

•Economy has a favourable outlook.  No large macro headwinds 

 

•Increased corporate activity 

 

•Some pockets of overvaluation (small tech stocks) 

 

•International economy positive.  Australian companies starting to expand offshore. 

 



GLENNON WEEKLY NEWSLETTER 
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REGISTER AT GLENNON.COM.AU 
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Disclaimer 

 

 

 

 
The information provided in this presentation has been prepared by Glennon Capital (ABN 84 137 219 866, AFSL 

338567). The information herein is provided  for information purposes and should not be construed as an offer for 

sale. Whilst Glennon Capital has taken all reasonable care in producing this information, subsequent changes in 

circumstances may occur at any time and may impact on the accuracy of the information. Glennon Capital 

Pty Ltd believes that any information herein is accurate and reliable, but no warranties of accuracy, reliability or 

completeness are given (except insofar as liability under any statute cannot be excluded). No responsibility for 

any errors or omissions or any negligence is accepted by Glennon Capital Pty Ltd, its related bodies corporate 

or any of their respective directors, employees or agents. 

 

This presentation has been prepared without taking into account the investment objectives, financial situation or 

needs of any particular investor. This presentation should not be relied on as the sole basis for investment in a 

portfolio managed by Glennon Capital.   

 

Further information including offer documentation can be provided on request.   

 


