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In this webcast, Karl Siegling gives an update on the company’s performance and the 
portfolio’s composition. Jackson Aldridge and Charlie Gray then discuss the portfolio’s top 20 
holdings and the company's current investment themes. Karl Siegling then gives an update on 

DeepGreen Metals and finishes with the outlook for 2021. 
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Current Investment Themes

Digitization journey continues

▪ E-commerce business performance has started to diverge

▪ Pinterest – has continued to accelerate with 76% revenue growth in the Dec quarter. It has 

a unique value proposition as a social commerce platform where users are buyers rather 

than browsers and ARPU remains extremely low vs. competitors

▪ Many technologies are helping consumers and businesses in the reopening phase

▪ Google – Advertising spend bounced back stronger than expected in the Dec quarter with 

YouTube connected TV a standout. Google Cloud was also split out for the first time, 

showing near 50% growth in revenues year over year. 

▪ Pointsbet & Draftkings – Legalisation of sports betting in the US is gaining momentum as 

sports resume, consumers are cashed up, and many states look for additional sources of 

income. Our belief is the TAM is 2-3x of analyst expectations.

▪ Redfin - Strongest US housing market post GFC has seen a significant uplift in transaction 

volumes. US listing process and costs are extremely dated, ripe for disruption from 

platforms such as Redfin and Zillow. For example, brokers have typically charged 6% listing 

fees.
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Current Investment Themes

Consumer spending boom

▪ The consumer spending boom has continued into 2021

▪ Australian households and businesses had an additional $200bn in savings as at the end of 

November. Consumer confidence has recovered. AUD has strengthened.

▪ Shipping delays ongoing but likely to normalise. International border restrictions ongoing but 

light at end of the tunnel with successful vaccine rollout.

▪ ARB Corp – sales have continued to accelerate into 2021 with a catch-up in the domestic 

business complementing the high growth experienced globally. Order book continues to hit new 

highs, 2 or 3x normal levels. The new product pipeline and ongoing restrictions on international 

travel are supporting the demand profile.

▪ Baby Bunting - sales accelerated in January and February. The business is well positioned to 

benefit from a potential post-Covid baby boom. Ultrasounds are up 10% in the December 

quarter, and feedback suggests pre-natal products in pharmacies are up double-digit %.

▪ Sonos – has had two significant upgrades in the past few months. Covid has been a blessing in 

disguise for Sonos as it has forced the company to develop its direct-to-consumer channel, 

which now at nearly one third of sales has significantly improved group margins.
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Current Investment Themes

Housing recovery

▪ Historic lows in mortgage rates and significant fiscal stimulus is leading to a pickup in leading 

indicators for the property and construction industries 

▪ Building approvals were up 50% y-on-y in December, boosted by Homebuilder

▪ Across the financial sector more broadly bad debt performance has been much better than 

expected, leading to the reversal of the provisions many lenders recorded earlier in 2020. 

▪ Refinance activity has also been very high. AFG reported home finance lodgements up 30% year 

on year in the December quarter. 

▪ Resimac upgraded earnings in November and will benefit from continued growth in the home 

loan book and the positive impact of the RBA’s policies on its net interest margin. 

▪ Lifestyle Communities has seen sales rates accelerate in 2021 as restrictions have eased in 

Melbourne, with the company well positioned to deliver as it continued to build up inventory 

through Covid.

▪ Maas Group. Recent IPO with founder CEO driving the strategy. Significant opportunity to 

capitalise on regional NSW property demand and infrastructure spend. 

▪ M&A activity has picked up recently, specifically for infrastructure assets such as BIN
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DeepGreen Metals Update

▪ On 4th March DeepGreen Metals announced its intention to list through a merger with 

Sustainable Opportunities Acquisition Corporation (NYSE Code: SOAC) 

▪ The combined company will be renamed The Metals Company and is intended to begin trading 

under the NYSE code TMC

▪ CDM invested in Deepgreen several years ago as it was to list on the Canadian Stock exchange at 

that time

▪ CDM’s DeepGreen Metals investment, is approximately 2.8% of the portfolio, and is valued at the 

weighted average cost of the most recent purchases made in FY2020

▪ The proposed listing is at a valuation substantially higher than our current valuation 

▪ The transaction reflects a pro forma equity value for The Metals Company (TMC) of 

approximately US$2.9 billion and enterprise value of US$2.4 billion

▪ The recent raising of US$ 330 million was done at a price of US$10 per share. Our investment is 

currently valued at US$1.38 per share. 

▪ Upon listing this would equate to a substantial uplift in Pre and post tax NTA for CDM shares. 

This transaction is subject to shareholder and court approvals. 

▪ Once the TMC shares are listed and trading freely we will value this investment at market 

price.
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Outlook

▪ The ASX is approaching all time highs after a strong finish to 2020

▪ Synchronised global monetary and fiscal stimulus and a stronger than expected earnings 

recovery is a powerful combination that is continuing to drive up markets and encourage risk-

taking

▪ Signs of market euphoria – emergence of retail traders in stocks such as Gamestop, crypto 

currency, concept stocks

▪ The main risk for financial markets is major global central banks reducing stimulus programs or 

raising interest rates

▪ Inflation expectations have increased in recent months, with commodity prices rallying and US 

bond yields recovering - an important trend to watch

▪ The Australian reopening experience could provide important lessons for the rest of the 

developed world

▪ We are finding a higher number of new investment opportunities offshore
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Keep up-to-date with Cadence
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▪ Make sure you are registered to receive our monthly newsletter, webcasts and periodic 

results

▪ To register visit www.cadencecapital.com.au/newsletter/

▪ Read our articles
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The information contained in this report has been prepared with all reasonable care by

Cadence Asset Management Pty Ltd and is of a general nature only. It is provided for

information purposes only and should not be construed as an offer or solicitation.

Nothing contained in this document constitutes investment, legal, financial, business, tax

or other advice. It should not be relied upon as the sole basis for making an investment

decision, nor should a decision be made until the risks of the investment are fully

understood. Cadence Asset Management Pty Ltd assumes no responsibilities for errors,

inaccuracies or omissions in this summary. The information is provided without warranty

of any kind. Past performance is not indicative of future performance. Investors may not

get back the full amount originally invested.

Disclaimer
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