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QV Equities update



DISCLAIMER

 Investors Mutual Limited AFSL 229988 (IML) has prepared the information in this presentation, as the
Investment manager for, and on behalf of, QV Equities Limited ACN 169 154 858 (QVE). This
presentation has been prepared for the purposes of providing general information only and does not
constitute personal financial product or investment advice as it does not take into account your
investment objectives, taxation situation, financial situation or needs. An investor must not act on the
basis of any matter contained in this presentation in making an investment decision but must make its
own assessment of QVE, conduct its own investigations and analysis, and seek independent financial,
taxation and legal advice. Past performance is not a reliable indicator of future performance.

 IML, QVE, their directors, employees and consultants do not warrant the accuracy, reliability or
completeness of information contained in the presentation and, to the extent permitted by law, accept
no responsibility for any loss or damage arising in any way (whether arising in contract, or tort or
negligence or otherwise) from any representation, error or omission in the information or from any
resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient
of this material or any other person. The information provided within the presentation is not intended
to be a complete description of matters described.

 Usage and linking to the QVE presentation is at the user’s own risk. QVE will not be liable for any loss
or damage from any cause (including negligence) to a user’s system or presentation, or to people
linking to QVE from a user’s presentation, caused by or in connection with the use of or a link to the
QVE presentation. Any such loss or damage is at the responsibility of the user. QVE advises users to
take their own precautions in relation to protecting their system or presentation from viruses or
malfunction.

 Copyright in the information contained in this presentation is owned by QVE. Use of this information 
or reproduction of it in any form is allowed for personal use only. Without limiting the generality of the 
foregoing, QVE does not permit reproductions of its material in other  presentations in conjunction 
with advertising, trademarks, logos on material of other financial planners or competitors without the 
express written permission of QVE.

 All currency references are references to Australian dollars (unless otherwise specified) and any 
reference to law is to the law of Australia. 

 All estimates are made on a reasonable basis and are not a guarantee of actual outcomes or 
performance. 

 Release authorised by the Company Secretary, Zac Azzi
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Company update

Anton Tagliaferro transitioned to Non-Executive Director.

Linda Fox recently appointed as Non-Executive Director, replacing Jennifer 
Horrigan. 

Marc Whittaker now co-PM of QVE portfolio with Simon Conn.
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Portfolio Management experience

Simon Conn
Head of Small Caps

Marc Whittaker
Portfolio Manager

Investment experience 27 years 24 years

Joined IML 1998 (at founding) 2016

QVE Director Since June 2016 No

PM responsibilities Since 2002
Australian Smaller Companies 

Small Cap
Future Leaders

Since 2016 
Australian Smaller Companies 

Small Cap
Co-PM of Future Leaders

Co PM of Private Portfolio Fund
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Macro backdrop



Last 10 years: Australia cash rate v CPI
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Source: FactSet as at 15 May 2023
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Inflation pressures are broadening
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Inflation pressures are broadening – Australia 
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Source: FactSet; As at 31 March 2023
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Global Inflation vs Interest rates – Aust lagging peers

Inflation Interest rate

Australia 7.0% 3.8%

USA 5.6% 5.2%

UK 6.2% 4.5%

NZ 7.3% 5.3%

Europe 6.9% 3.8%
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Source: tradingeconomics.com;

As at 15 May 2023



Australia’s cash rate remains at a negative level when adjusted for inflation
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Migration is strong and back to pre covid levels

11
Source: Dexus

2023 Macquarie Australia Conference presentation; As at 2 May 2023



Post COVID - New Normal

 Higher than expected inflation

 Nominal interest rates are now higher than pre covid levels

 Tight labour markets – immigration now returning

 Governments – increasingly interventionist (e.g. gas caps)

 Volatile geopolitical environment
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Market implications
 Liquidity favoured –large caps favoured over smalls

 Cost pressures persist

 Uncertainty driving a very short term/reactionary market

 Significant prices paid for some companies:

13
Source: IML & Factset; 
Estimates as at 15 May 2023

FY23 PE (x)

Altium 40

Wisetech 99

Nanosonics 99

Pro Medicus 108



Small Industrials priced for low growth

Source: Goldman Sachs; 
As at 15 May 2023
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Small Industrials have been pricing at a 
challenging growth outlook for some time

Dot.com 
collapse

GFC Taper tantrum
US Fed tightening

COVID/Inflation 
shock
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Portfolio update



Investment Philosophy

We seek to buy and own:

Companies with a competitive advantage,

with recurring earnings,

run by capable management,

that can grow,

.......at a reasonable price.
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What sort of companies are we looking for

 Industry leaders

Recurring earnings

Experienced management

Strong balance sheets

Company specific growth drivers
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Focus on high quality industrials

Gaming SkyCity, Tabcorp, The Lottery Corporation

Staples Bega, United Malt, Metcash

Healthcare Sonic, Integral Diagnostics, Australian Clinical Labs 

Utilities Aurizon, Ampol, APA

Packaging Amcor

Miscellaneous TPG Telecom, Orica, Brambles
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Some very attractive dividends on offer from some excellent companies….

19

Past performance is not a reliable indicator of future performance
No guarantee of actual outcomes or performance

* IML forward looking estimates; 
As at 15 May 2023

Company Yield FY23* Yield FY24*

Aurizon 4.6% 5.7%

Charter Hall Retail 6.7% 6.7%

Home Co. Daily Needs REIT 6.9% 6.9%

Region Group 6.0% 5.9%

Ampol 5.9% 6.1%

Skycity 5.2% 6.4%

Suncorp 6.3% 6.4%

Healthco Healthcare & Wellness REIT 5.6% 5.9%

APA 5.4% 5.8%



Top 10 stocks 
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Top 10 holdings
Orica

Aurizon

Brambles

Ampol

Amcor

Sonic Healthcare

Coles

Lottery Corporation

Suncorp

Skycity Entertainment

Past performance is not a reliable indicator of future performance
Source: QVE; As at 30 April 2023



M&A remains strong
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*

*

*

* Transaction remains incomplete



Recent buys

Australian Clinical Labs

APA Group

Healthco REIT

HMC Capital

Medibank Private
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Recent sells/trims 

Amcor

 IAG

Origin (under takeover)

Regis Healthcare
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Aurizon 

Past performance is not a reliable indicator of future performance
Source: IML estimates as at 15 May 2023; 

Aurizon ASX Announcement; As at 21 October 2021
1: S&P Market Intelligence (Mine projects: all commodities excluding precious metals, diamonds, coal and uranium. Project status: exploration to pre-production)
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 Two divisions:

Regulated rail assets 

Wagon hire business 

 One Rail acq’n is transformative

 PE 13x, FY24e yield: 5.7% 



HMC Capital 
 High conviction, diversified alternative asset manager with 

strong investment track record

 Recurring revenues from high quality tenant base.

 Scalable platform backed by high quality management 
team.

 FY24e PE 13.8x & yield 3.3%

25

Past performance is not a reliable indicator of future performance
Source: HMC Capital Company report

IML estimates as at 15 May 2023
* Denotes forecasts

*



Healthco Health and Wellness REIT
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Past performance is not a reliable indicator of future performance
Source: Healthco Healthcare & Wellness Company report

IML estimates as at 15 May 2023

 Transformational acquisition of Healthscope hospital 
portfolio - Mar 23 

 Only listed diversified healthcare REIT :
 demand underpinned by ageing population;
 defensive / essential service tenant base
 long term leases (WALE of 12.5 years)

 Rental growth - 60% of leases are min of CPI or 4% ; &
- Growth capex for Healthscope earns

min of 6%

 ~20% discount to NTA, yield 5.9% FY’24.



Brambles

Global leader in pallet pooling – via CHEP

Natural scale business – monopoly or duopoly

Relatively new management & refreshed Board

 Increased focus on free cash flow

PE: 19x, FY24e yield: 2.9%

27
Past performance is not a reliable indicator of future performance

Source: Brambles & IML;
Estimates as at 15 May 2023
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Brambles
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Australian Clinical Labs

 1 of only 3 national pathology providers in Australia. 

 National unified laboratory system 

 Profit growth  to come from :
 Volume growth 4-6%;
 National contracts;
 Bolt-on acquisitions.

 Nil premium merger proposed with Healius – significant synergies 
available* 

 FY24e - PE: 16.3x; Yield: 4.3%

29

Past performance is not a reliable indicator of future performance
* Subject to ACCC and Shareholder approval

Source: IML & ACL; Estimates as at 15 May 2023



APA 

 Leading Australian owner of energy infrastructure 
assets

 Revenues backed by low risk, high quality, long 
term customer contracts. 80% of revenues CPI 
linked

 Strong track record of growing dividends 

 Solid FCF enables reinvestment in energy 
transition

 FY24e PE: 5.8%,12.1x EV/EBITDA

30
Past performance is not a reliable indicator of future performance

Source: IML & APA FY 22 Results Presentation; Estimates as at 15 May 2023



TPG Telecom
 Merger of TPG & Vodafone => full service telco. 

 Multiple growth drivers:
 Supportive mobile pricing environment
 Mobile sub growth / share gains from immigration, 

proposed MOCN deal with TLS
 fixed wireless opportunity – high margin NBN alternative

 Monetising infrastructure assets – Fibre (with Towers now 
sold)

 Highly cash generative business trading on 17.7x FY24 
adjusted* PE; yield: 4.5%
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Vodafone service revenue growth

Past performance is not a reliable indicator of future performance
Source: TPG Telecom & IML; Estimates as at 15 May 2023

* Adjusted for normalised depreciation & tax31



Medibank

32

Leading domestic private health 
insurer

Positive industry and operating 
trends

FY24e PE: 18x yield: 4.7%

Past performance is not a reliable indicator of future performance
Source: NSW/VIC/QLD/WA Health Departments, Barrenjoey, APRA quarterly statistics; 

As at 28 February 2023
IML estimates as at 15 May 2023

Private Health Insurance covered 
lives and participation rate



Medibank
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Past performance is not a reliable indicator of future performance
Source: MPL company reports; As at 28 February 2023

 Improvement in key policyholder growth metrics
 Customer NPS scores rebounding quickly post cyber incident
 Differentiating through health services: home rehab, gap free procedures



Medibank

34

 No debt, strong capital position
 Strong income generation

Past performance is not a reliable indicator of future performance
Source: MPL company reports, IML estimates; As at 28 February 2023

COVID provision



Disappointing performers

Mayne Pharma: 

 New experienced  US management team 

 Corporate restructuring

 Focused now primarily on US women's healthcare

Pact Group: Continues to underperform peers 

 $ 1.9b revenue company, now capped at c.$ 300m

 Asset sales and cost outs being looked at

 Establishing a key position in the re-use resin market

35



Performance & NTA – as at 30 April 2023

Source:  QVE NTA as at 30 April 2023

NET TANGIBLE ASSETS (NTA)* QVE-ASX

NTA before tax $1.03

NTA after tax $1.07

PERFORMANCE QVE’s NTA (pre tax) QVE’s NTA
(after tax) BENCHMARK** 

1 month +1.7% +1.2% +3.3%

3 month +3.4% +2.6% +0.8%

1 Year -4.1% -2.1% -0.6%

3 Years^ +11.2% +8.6% +12.5%

5 Years^ +2.9% +2.9% +6.7%

Since Inception Total Return p.a^ +5.6% +4.9% +8.7%

36

*The before and after tax NTA numbers relate to the provision for tax on net profit in addition to deferred tax on the unrealised gains/losses in the 
Company’s investment portfolio. The Company is a long-term investor and does not intend disposing of its total portfolio. Under current accounting 
standards, the Company is required to provide for tax on any gains/losses that might arise on such a theoretical disposal, after utilisation of 
brought forward losses. All figures are unaudited and approximate.

^% Performance per annum. ** The benchmark is the S&P/ASX 300 Ex20 Accumulation. The above returns are after fees, assume all declared 
dividends are reinvested, and exclude tax paid from pre-tax NTA. Past performance is not a reliable indicator of future performance.



Historical Dividends to QVE Shareholders 

Source:  QVE Annual reports & QVE Announcements

2.1

*ASX Announcements as at 19 October 2022. 2023 Dividend outlook, subject to the Company maintaining sufficient profit reserves and there being no 
material impacts, changes or unforeseen events.
Past performance is not a reliable indicator of future performance

1.1 1.2 1.3

0.5

1.5
2.0 2.1 2.2 2.2

1.1 1.2 1.3

1.1
1.2

1.3

1.5

1.8

2.0 2.1 2.2 2.2

1.1
1.2

1.31.0

0.0

1.0

2.0

3.0

4.0

5.0

6.0

FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 Outlook

Ce
nt

s p
er

 sh
ar

e
QVE Dividends (Fully franked)

Interim Interim Interim Final Special

*

Total fully franked dividends 

declared or paid since inception:

36.4 cents per share

37



Many stocks being rerated positively

38

Holding Mar 23 qtr return

A2B +41.0%

United Malt Group +36.8%

Newcrest Mining +33.1%

GUD Holdings +31.3%

Australian Clinical Labs +20.8%

Medibank Private +16.1%

Ampol +13.2%

Brambles +12.8%

Past performance is not a reliable indicator of future performance
Source: QVE; As at 31 March 2023



QVE’s strategy 

 Always on the look out for well-established, good quality stocks at the 

right price

 Topping up on favoured stocks in weakness 

 Writing call options opportunistically to generate extra income

 Cash being used to buy back shares at the current discount to NTA  

39



Conclusion

 Very volatile operating environment

 Extended Valuations in select large cap stocks

 Strong Resources sector – esp Iron Ore, Lithium

 Some poor performers 

 Remain disciplined given the uncertain outlook
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CONTACT US
JASON GUTHRIE
Head of Distribution
Mobile: 0435 690 377
Email: jason.guthrie@iml.com.au

JULIA DESIMONE
Distribution Director, VIC|TAS|SA 
Mobile: 0409 039 057
Email: julia.desimone@iml.com.au

ROBERT BROWN
Manager, Affiliate Funds & Relationships 
Mobile: 0414 813 863
Email: robert.brown@iml.com.au

GAVIN BUTT
Head of Research & Consulting
(Key contact for NSW, ACT & NZ clients) 
Mobile: 0412 485 420
Email: gavin.butt@iml.com.au

CARL MCMINN
Distribution Director, QLD|WA
Mobile: 0415 063 280
Email: carl.mcminn@iml.com.au

Q&A

41

ZAC WALLIS
Distribution Director - Key Accounts
Mobile: 0481 128 419
Email: zac.wallis@iml.com.au
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