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PERFORMANCE CHART

NET PERFORMANCE

FUND FEATURES

FUND FACTS

Specialised Global Equity Fund
Invests Globally in Strong, Dominant Businesses
with Sustainable Competitive Advantages
Benchmark Unaware
Relatively Concentrated Portfolio
Maintains Long-Term Investment Horizon

TOP TEN HOLDINGS

GEOGRAPHICAL EXPOSURE

North America
60.3%

Asia
28.5%

Europe
11.1%

Structure
Fund Manager
Currency
Unit Valuation
Minimum Investment
Investment Strategy
Distribution Frequency

Global Equity Fund

JBS Investments

AUD, Unhedged

Monthly

$20,000

Event Driven Global Value

Annually at 30 June

INDUSTRY EXPOSURE

LKQ
Ausnutria Diary
Sberbank
3SBIO
Bausch Health
Crown Holdings
Graphic Packaging
Magnachip
Nexstar Media Group
Vistra Energy

Consumer Discretionary

Consumer Staples

Financials

Health Care

Health Care

Materials

Materials

Technology 

Telecommunication

Utilities

Company Sector

-2.42%

  6.92%

  4.97%

  21.27%

1 Month
3 Months
6 Months
Calendar Year to Date

WARNING - The information given by Strategic Global Fund is general information only and is not intended to be advice. You should therefore consider
whether the information is appropriate to your needs before acting on it, seeking advice from a financial adviser or stockbroker as necessary.
DISCLAIMER - The responsible entity for the Fund is One Managed Investment Funds Limited (ACN 117 400 987) (AFSL 297042) (“OMIFL”). The
information contained in this document was not prepared by OMIFL but prepared by other parties. All of the commentary, statements of opinion and
recommendations contain only general advice and have not taken into account your personal circumstances. This report contains general financial
product advice only. Any investment in the Strategic Global Fund or OMIFL products need to be made in accordance with and after reading the Product
Disclosure Statement (PDS) and Additional Information Booklet (AIB) dated 27 June 2019 available at www.sgf.com.au. Investors should consider the
PDS and AIB before deciding whether to invest in the Fund or continue to hold units in the Fund. The opinions, advice, recommendations and other
information contained in this report, whether express or implied, are published or made by JBS Investments Australia Holdings Limited (JBS) in good faith
in relation to the facts known at the time of preparation. Information is current as at 25 September 2019. Past performance is not indicative of future
performance. Limitation of liability: Whilst all care has been taken in preparation of this report, to the maximum extent permitted by law, neither JBS or
OMIFL will be liable in any way for any loss or damage suffered by you through use or reliance on this information. JBS and OMIFL’s liability for
negligence, breach of contract or contravention of any law, which cannot be lawfully excluded, is limited, at JBS’s option and to the maximum extent
permitted by law, to resupplying this information or any part of it to you, or to paying for the resupply of this information or any part of it to you.
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SGF August Monthly Update 

● Markets were softer in August but calendar year-to-date (YTD) returns remain solid 
● Growing pipeline of new investment ideas and confirmation of progress on particular 

core Fund positions 
● Continuing divergence caused by investors chasing high-growth but very expensive 

stocks leaving behind cheap positions is creating compelling opportunities for long-term 
focused investors 

 
The Fund took a breather in August as markets digested concerns about how global growth 
might slow, driven by continuing China-US tensions and rising political uncertainty in Europe. 
However, as we survey the Portfolio, we see a range of exciting investments that should reward 
investors that stay the course. Despite trade uncertainty and signs of an economic slow down, 
the valuation levels of our key holdings are at meaningful discounts to what we consider are 
conservative estimates of true value. Many of these holdings are using “self-help” to ensure that 
the underlying value rises to the surface. For example, Vistra Energy  has undertaken a 
significant share buyback which would reduce the amount of outstanding shares by 20%. Other 
examples in the portfolio taking similar steps include Sberbank and NCSP (the owner of a 
sizeable port) increasing their dividends to over 50% of earnings (a respectable yield looking 
forward of 9% and 14% per annum respectively!).  
 
After the market’s minor wobble in August, September has started very positively for the Fund 
with core Fund holding LKQ Corp leading the advance after announcing a number of positive 
developments that lend support to our investment thesis. LKQ is in the business of distributing 
alternative aftermarket car parts to car repair shops. Its point of differentiation is a unique value 
proposition for mechanics. When repairing a car, mechanics have the choice of purchasing 
vehicle replacement parts from three sources: (1) brand new car parts made by the original 
vehicle manufacturer (eg. new parts made by Toyota); (2) salvaged parts from wrecker yards; 
(3) new parts made by non-OEMs (eg. new Honda parts made by a company other than 
Honda). Parts not made by the original car manufacturer (OEM) are called alternative parts. The 
great thing for mechanics sourcing alternative parts from LKQ is that there is no difference 
between these parts and OEM car parts except for 30% cost savings. As a result, LKQ helps 
mechanics run more profitable businesses and saves customers money. This forms the basis of 
the competitive moat that surrounds LKQ’s business. 
 
An important aspect of our attraction to LKQ as an investment was the prospect for long term 
growth in its European business. LKQ purchased a large European business called Stahlgruber. 
This provided entry into the attractive German market whilst adding meaningful scale. This was 
the latest addition after 7 years of building up a large business in Europe. There is no question 
that the business has meaningful scale as it is three times larger than its next largest 
competitor. It has over 700,000 mechanical service shops as customers and it generates over 
$6 billion in revenue. After all of this growth, management has now begun to shift their attention 



to consolidating the European business and increasing the profit margins. The most obvious 
opportunity is to use its large market leading position to negotiate better deals with its suppliers. 
We expect that this can generate an additional $300m in free cash flow over the next three 
years. Additionally, the company can achieve significant cost savings which will flow to the 
bottom line. There are a number of strategic initiatives that management is currently undertaking 
with a view of improving the division’s profit margin over the next few years.  
 
As a result, we feel that our investment thesis is playing out nicely. The company’s free cash 
flow has been accelerating and the market has begun to pay attention. It has a high-quality, 
low-cost alternative parts and national footprint presents an attractive value proposition for 
repair shops. Its large scale provides LKQ with significant data relating to historical vehicle sales 
by model and year and allows it to focus on products that will be in demand the most.  
 
Last week, news came that a large activist fund purchased a meaningful stake in the company. 
We expect that this shareholder, which is a well respected investor, will push for increased 
dividends or potentially the separation of the European and American divisions of the company. 
Both actions we would view as being significantly value enhancing.  
 
Our target price for LKQ remains over $45, representing a further upside of over 40% from the 
current price, even after the 25% rise in price over the past month. 
 
 


