
Pinnacle Funds Services Limited ABN 29 082 494 362
AFSL 238371 is the product issuer of the Spheria Global
Opportunities Fund (ARSN 627 330 287) (‘the Fund’). The
Product Disclosure Statement (‘PDS’) of the Fund(s) and
Target Market Determination (‘TMD’) is available at
www.spheria.com.au. Any potential investor should
consider the relevant PDS before deciding whether to
acquire, or continue to hold units in, a fund.

This presentation is intended for professional advisers
and asset consultants only. The information contained in
this presentation is for information purposes only and
has been prepared for use in conjunction with a verbal
presentation and should be read in that context.

This document is prepared by Spheria Asset
Management Pty Limited ABN 42 611 081 326 (‘Spheria’),
a corporate authorised representative (No. 322140) of
Pinnacle Investment Management Limited ABN 66 109
659 109, AFSL 322140.

This may contain the trade names or trademarks of
various third parties, and if so, any such use is solely for

illustrative purposes only. All product and company
names are trademarks™ or registered® trademarks of
their respective holders. Use of them does not imply any
affiliation with, endorsement by, or association of any
kind between them and Spheria.

Past performance is for illustrative purposes only and is
not indicative of future performance. Unless otherwise
specified, all amounts are in AUD.

The information is not intended for any general
distribution or publication and must be retained in a
confidential manner. Information contained herein
consists of confidential proprietary information
constituting the sole property of Spheria and respecting
Spheria and its investment activities; its use is restricted
accordingly. All such information should be maintained
in a strictly confidential manner.

Whilst Spheria and Pinnacle Fund Services Limited
believe the information contained in this communication
is reliable, no warranty is given as to its accuracy,
reliability or completeness and persons relying on this

information do so at their own risk. Subject to any
liability which cannot be excluded under the relevant
laws, Spheria and Pinnacle Fund Services Limited
disclaim all liability to any person relying on the
information contained in this communication in respect
of any loss or damage (including consequential loss or
damage), however caused, which may be suffered or
arise directly or indirectly in respect of such information.

Any opinions and forecasts reflect the judgment and
assumptions of Spheria and its representatives on the
basis of information at the date of publication and may
later change without notice.

Unauthorised use, copying, distribution, replication,
posting, transmitting, publication, display, or
reproduction in whole or in part of the information
contained in this communication is prohibited without
obtaining prior written permission from Spheria. Spheria
and its associates may have interests in financial
products and may receive fees from companies referred
to during this communication.
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2Spheria Global Opportunities

“Predicting rain doesn’t count. Building 
arks does”

- Warren Buffett 



Global Markets in 2022
A changing of the guard

3

1. Balance sheets came back in vogue

2. Cash (flow) became king

3. Valuation mattered



Valuation matters 4

Source: Bloomberg
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High multiple growth stocks underperformed value in 2022 as interest rates climbed

The great rotation



The best place to ride out a correction 5

Source: Bloomberg, cumulative performance, note past performance is not a reliable indicator of future performance

Global Smalls is the place to be

-80%

-60%

-40%

-20%

0%

Dec
-0

7

Mar-
08

Ju
n-

08

Se
p-

08

Dec
-0

8

Mar-
09

Ju
n-

09

Se
p-

09

Dec
-0

9

Mar-
10

Ju
n-

10

Se
p-

10

Fe
b-

11

GFC

MSCI World Cumulative Return
MSCI Small Cap Cumulative Return

-50%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

Fe
b-

20

Mar-
20

Ap
r-2

0

May
-2

0

Ju
n-

20

Ju
l-2

0

Au
g-

20

Se
p-

20

Oct-
20

Nov
-2

0

Dec
-2

0

Ja
n-

21

Fe
b-

21

COVID

MSCI World Cumulative Return
MSCI Small Cap Cumulative Return

-100%

-80%

-60%

-40%

-20%

0%

20%

M
ar

-0
0

Ju
n-

00
Se

p-
00

D
ec

-0
0

M
ar

-0
1

Ju
n-

01
Se

p-
01

D
ec

-0
1

M
ar

-0
2

Ju
n-

02

O
ct

-0
2

D
ec

-0
2

M
ar

-0
3

Ju
n-

03

O
ct

-0
3

Dotcom

MSCI World Cumulative Return
NASDAQ Cumulative Return
MSCI Small Cap Cumulative Return



Opportunities at the smaller end of town
The case for Small Caps

6

Source: BofA Research, past performance is not an indicator of future performance 

Small Caps have not been this cheap vs Large Caps since 2000, presenting a rare buying opportunity. 



Greater Opportunities for Wealth Creation
Long-run Small Cap return premium

• Broad Universe.

• Lack of Sell-Side Coverage.

• Growth From a Low Base.
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Unparalleled Investment Opportunity
Less attention, more opportunities

Source: Spheria, Bloomberg 
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Undiscovered Universe
Sell-side coverage of smaller companies doesn’t pay

Source: Bloomberg, MSCI. World Small & Microcap is the average analyst coverage of the MSCI World Microcap Index and MSCI World Small Cap Index. As at 31 July 2022.
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Idea generation – Example screen
Focus on Spheria traits

10

Screening for companies with low gearing, positive free cash flow, and high returns narrows our 
focus

Source: Bloomberg. Low gearing defined as <2x net debt/trailing 12 months EBITDA. Profitable defined as positive trailing 12 months net profit. Cash conversion calculated as 
trailing 12 months free cash flow / trailing 12 months EBITA. 



Strong fundamentals drives return
Cash flow and low gearing driving outperformance

1) Since inception 01 March 2019, ex-fees, cumulative performance, note past performance is not a reliable indicator of future performance
Source: Bloomberg, Screen Portfolio consists of stocks in MSCI World Small Cap Index with > 0 FCF and < 0 Debt
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Strong fundamentals drives return
Cash flow and low gearing driving outperformance

1) Since inception 01 March 2019, ex-fees, cumulative performance, note past performance is not a reliable indicator of future performance
Source: Bloomberg, Screen Portfolio consists of stocks in MSCI World Small Cap Index with > 0 FCF and < 0 Debt
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MSCI World Small vs Small cap companies with no debt and positive FCF

+12%
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Strong fundamentals drives return
Cash flow and low gearing driving outperformance

1) Since inception 01 March 2019, ex-fees, cumulative performance, note past performance is not a reliable indicator of future performance
Source: Bloomberg, Screen Portfolio consists of stocks in MSCI World Small Cap Index with > 0 FCF and < 0 Debt
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+12%

+24%

MSCI World Small vs Spheria Global Opportunities Fund
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Shares Outstanding BRBY share Price

Burberry (LN:BRBY)
“Spheria stock” with strong brand history

Source: Company Reports, Spheria
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• Strong cash generation - £900m net cash with excess cash deployed to buy-backs 

• Superior returns - 60% ROIC

• Purchased at a 10x EV/EBIT – a large discount vs luxury peers

• Strong management team

Spheria bought



Sisecam (US:SIRE)
4x EV/EBIT for the leading natural soda ash producer

Source: Company Reports, Spheria
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• Oligopoly

• Lowest cost producer with biggest reserve in the world

• Tier-1 asset: 60-year mine life

• 4x FY22 EV/EBIT

• Takeover bid $25 - January 2023
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1. Past performance is not a reliable indicator of future performance

11.7% p.a. since inception, +6.1% vs MSCI Small 
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