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The Wentworth Williamson Fund had pleasing performance for the September Quarter, 

increasing 8.92% compared to the (-0.06%) decline for the ASX 300 Accumulation Index over 

the same period. This is a continuation from the Fund’s 13.7% increase reported for the 

quarter ending June 30, 2020. We are confident our unit price will soon surpass previous 

highs.  

 

In our last quarterly report, we reported that we had invested a meaningful proportion of 

our cash reserves into Fleetwood Limited (FWD), SRG Limited (SRG) and a new investment 

in Sky City Entertainment Limited (SKC). During the September quarter we sold 

approximately one third of our gold holding when the gold price was over US$2,000 and 

redeployed this money into increasing our holdings in Sky City (SKC) and a basket of 

Uranium stocks. 

 

Pleasingly, year-end results for FWD, SRG and SKC were exceptional under difficult 

operating circumstances and above market expectations. FWD and SRG share prices 

performed well during the quarter and we are booking a double-digit gain on SKC over a 

short holding period. We are confident that the Fund will benefit from our investment in 

SKC over the coming months and years as earnings recover at their hotels and casinos in 

New Zealand and Adelaide. Another notable contributor to the quarter performance was our 

investment in Australian Vintage Limited (AVG). The growth prospects of this vertically 

integrated branded wine company look terrific with secure wine supply in a market with 

rising grape prices in some varietals and growth momentum is evident with their well-

positioned key brands (with negligible exposure to China). 

 

Whilst we have mentioned Fleetwood in our quarterly reports in the past, we thought this 

would be an opportune time to discuss the company in more depth and highlight how 

inexpensive some of the small industrial stocks on the ASX are, and that one doesn’t have to 

pay sky-high multiples to find companies with good growth prospects.  
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Fleetwood – Growth at Great Value 

 

Fleetwood (FWD) was a market darling several years ago with one of the largest caravan 

manufacturing businesses in Australia under the Camec, Windsor and Coromal brands. The 

Company owned a modular building business which was primarily focused on providing 

accommodation solutions to mines around the country along with a very profitable 

temporary accommodation village in Karratha, Western Australia, for Fly In Fly Out (FIFO) 

workers. When the mining boom ended, Fleetwood suffered. Demand at their 

accommodation village in Karratha collapsed and their modular business no longer had the 

volume of resources work that it used too. Cheaper caravan imports also started to take 

market share and the share price fell over 90% from 2013 to 2015. Since then management 

have been on a long journey to turn the company around. Most of their caravan business has 

been sold off with only a small recreational vehicle parts business remaining. They still own 

their accommodation village at Karratha, but the biggest change has been in their modular 

building business which is now the largest in the country and is today ideally positioned to 

benefit from key government expenditure programs in schools, prisons and social housing. 

Additionally, modular buildings are generally underpenetrated in the building industry in 

Australia compared to Europe and the United States. Australia is expected to follow the 

same secular growth trends driving the sector and similar businesses to FWD overseas - 

today modular buildings are visually appealing and represent a lower all-in building cost. 

Modular building currently accounts for 3% of the construction market in Australia, in 

comparable countries the market share is 10%, so the potential for comparable expansion is 

enormous. 

 

The modular building business is, in our view, the jewel in FWD’s crown with potential to 

grow substantially over the next couple of years.  So far in the Eastern States of Australia $15 

billion has already been set aside for schools and $6.7 billion for prisons, with Fleetwood 

already winning many of the initial contracts. There are also further opportunities in 

indigenous housing and bushfire rebuild programs. Fleetwood has production facilities in all 

the states except for Tasmania and as such are well placed to capture a substantial share of 

this work. 
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Figure 1:  State Government spending in the coming years 

Source: Fleetwood Presentation, 26th August, 2020 

 

Whilst FWD’s accommodation village in Karratha may not be attracting the same attention 

as the Modular Building Division, we also see potential for growth from the asset.  In 

Karratha there are many new projects on the horizon worth up to $65 billion. Some of these 

include the Perdaman Urea Plant, Woodside’s Scarborough and Browse development, new 

iron projects by BHP, RIO and Fortescue, new gold mines and new salt projects. All the 

workers for these projects are going to need accommodation solutions and the village at 

Karratha is perfectly placed for this. For the last few years, the occupancy rate has been 

running at about 35% with the business making between $10-15 million EBIT per annum. 

When occupancy was close to a 100% during the mining boom it was making +$60 million 

EBIT, the upside is large, and the costs are mostly fixed.  

 

The final part of the business is the division that sells recreational vehicle parts, which we 

consider non-core to the Group. Although it struggled during the first lockdown of March 

and April, it is now well placed to take advantage of the likely boom in domestic tourism 

over the next few years. This part of the business is the “cherry-on-top” to our valuation. 
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After the most recent dividend Fleetwood still have a net cash position of +$40m, almost a 

quarter of the current market capitalization and tangible asset backing for around 80% of the 

current share price, and it only trades on a forward PE ratio of roughly 10x. We also feel 

there is potential for corporate restructuring that would further enhance our investment 

case. Earnings could easily double from here and go much further. On this basis, we consider 

the current FWD share price to be extraordinarily good value. 

 

Our Fleetwood investment, as an example, is one of many typical Wentworth Williamson 

‘bread and butter’ industrial investments in the portfolio. These companies generally trade 

on earnings multiple discounts relative to history and have strong balance sheets with most 

reporting net cash balances as of June 30. Most importantly these under the radar 

investments also have attractive growth prospects. As we have seen in the past, these 

companies will either continue to develop and the market will recognize their value, or will 

attract the attention of private buyers or industry peers who recognize the value and attempt 

to acquire them from existing shareholders.  

 

Looking Ahead 

 

We have started this December quarter with an uplift in the SRG share price after it 

announced further contract wins. In addition, we expect strong updates from several of our 

investee companies during the November AGM period. 

 

Thank you for your confidence in us during a year of many challenges and what we believe 

are great opportunities.  

Your sincerely, 

 

 

James Williamson  


