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It’s been a rewarding 6 months.The Wentworth Williamson Equity Fund posted a 27% increase 

versus a 13.7% gain for the S&P / ASX300 for the 6 months to 31 December 2020.  In a year of 

extreme volatility, the Fund returned +2.7% for the calendar year, including the COVID-19 

crash in March, slightly outperforming the market over the same 12 month period.   

 

We are very comfortable with the position of the Fund going into 2021 as our portfolio ended 

the year with significant momentum with several investments reporting positive updates to 

the market. During the December quarter we supplemented our new position in Sky City 

Entertainment (ASX:SKC) with investments in AMA Group (ASX:AMA) (a vehicle smash 

repairer which is consolidating the industry), MMA Offshore (ASX:MRM) and Woodside 

Petroleum (ASX:WPL). With the addition of these new investments there are several notable 

themes running through our portfolio: 

 

1. Increased exposure to COVID-19 recovery stocks: A significant majority of our 

portfolio stands to benefit from a gradual normalization of activity in sectors 

negatively impacted by the virus in 2020. As examples Servcorp and Sky City 

Entertainment are trading on Price Earnings Ratios (PER) of only 7x and 16x based on 

normalized earnings. These ratio’s represent significant discounts to historical PER’s 

of ~15x and ~20x for Servcorp and Sky City Entertainment, respectively.  

 

2. Increased Infrastructure Spend: One of the best ways to kickstart an economy is for 

the government to increase spending on infrastructure. We positioned ourselves for 

this in BSA, Fleetwood and SRG Global which represent a third of our portfolio, these 

entities remain extraordinarily good value trading on PER’s of around 12x and it is 

becoming increasingly clear to the market that they have good growth prospects. The 

average PER for Industrial companies on the ASX is >20x. 

 

3. Unloved companies with strong growth stories: Our investments in contrarian 

growth companies such as Palla Pharma and Alexium International, representing circa 

15% of our portfolio, did not fire in 2020 and were negatively impacted by COVID-19 

related supply chain bottle necks. In our opinion, it is likely we will witness an 

inflection point for both these companies during 2021.   
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More specifically, for Palla we are expecting final approval from the UK 

pharmaceutical industry regulator to manufacture Co-Codamol under its own 

Marketing Authorisation (MA) this month. Regarding Alexium, we are confident that 

they will make progress commercializing new products in their phase change and fire-

retardant chemicals portfolio in the second half of this Calendar year.  

 

4. Oil, Gold & Uranium for 2021: Our commodity exposure via gold, uranium and oil is 

now about 20% of the portfolio. Our new investments in MMA Offshore and re-entry 

into Woodside Petroleum is because we believe oil supply in the US is collapsing 

exactly at the time demand is recovering. Additionally, oil exploration and capital 

expenditure on oil fields has been declining for several years. It will take a long time to 

reverse this trend making it more likely we will see the price spike upwards again.  

There is extraordinarily good value available in this downtrodden sector. As an 

example, MMA Offshore is trading at approximately a third of its written down net 

tangible assets. Gold remains a hedge in the portfolio at 5%, the amount of money being 

created by Governments around the world is unprecedented and we believe that this 

is a good protection measure to hedge against potential high inflation. Our 5% position 

in a basket of uranium juniors is performing well. The continued growth of all energy 

supply options from China & India, coupled with carbon neutral ambitions from most 

of the western world, along with supply restraint from the miners, is driving uranium 

price increases.  
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Looking Ahead 

Countries in the western world who have handled the COVID-19 pandemic badly could be 

faced with weakened currencies relative to their counterparts in Asia. If so, Asia could be 

exporting inflation to the rest of the world and therefore, we may start to witness a reversal 

of interest rate expectations in the western world.  Historically this has proved to be bad 

news for highly priced tech and growth stocks and good news for value investors: 

(https://am.jpmorgan.com/lu/en/asset-management/per/insights/market-insights/on-the-

minds-of-investors/can-value-outperform-growth/) 

On a micro level, after several years we finally saw increased interest and volumes in some of 

our investments in the latter half of 2020, many of which are not represented in the major 

indices. Our instincts are that we are witnessing an early stage of a momentum shift. We think 

the tide is turning and the place to be the next few years will be in value stocks trading on the 

ASX, especially smaller stocks that did not benefit from the rise of index funds. 

 

 

 

James Williamson  
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