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MONTHLY PERFORMANCE AS AT 31/10/2020

latest unit price (exit price) return since inception (Feb 2019) return 1 month

$1.1124 16.51% -0.60%
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Total since 1Year 6 Month 1 Month
Returns are shown net of fees A A
inception
Microequities Value Income Fund 16.51% -5.50% 26.70% -0.60%
(VIF)
SECTOR BREAKDOWN MARKET CAP
Comm. Other Cash Software & $2bn+ Casoh
Services 9.0% 4.7% Services o 5.1% 4.7%
9.9% 9.0% 13.7%
DWS Ltd
(ASX:DWS) $0-$100m
Cons. 2.7% 25.0%
Services
6.6%
$300m-
Diversified $500m
GBSy 14.6%
Consumer 23.0%
Discr.
10.3%
$100m-
Capital Media $300m
Goods 5.8% 36.9%
19.1%
Source: Microequities Asset Management Source: Microequities Asset Management
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MARKET UPDATE AND COMMENTARY

US third quarter GDP bounced back strongly to record a +7.4% increase on
the prior quarter, or a historic +33.1% on annualised basis. The annual
number should not be read literally; very much like the dramatic decline
experienced in the second quarter of -31.4%, both of those numbers were
very much driven by the disruptive effects of the Covid-19 shutdowns and
consequent easing of those restrictions. Despite the strong third quarter
growth numbers US output remains below pre Covid-19 levels. There were
however some encouraging data points with private investment increasing
+83%, investment and
consumption rebounding strongly. Challenges for the US economy remain

including strong increases in equipment
though as a strong rise in a second wave of Covid-19 cases threatens to
disrupt the recovery and the country anxiously awaits the outcomes of
third phase clinical trials of vaccines. Domestically, Australia’s third quarter
GDP is also likely to have turned positive with the country likely to have
come out of its first technical recession in almost three decades. The RBA
is expected to continue to be extremely accommodative in its monetary
policy and financial markets are anticipating another rate cut in

November.

Microequities Value Income Fund returned -0.60% in October; this brings
the total return net of fees to 16.51% for the Fund since inception in
February 2019.

The Fund added three new constituents during the month which are
discussed below. The investment management team was focused on the
trading updates and AGM commentary that provided an insight into
trading in the first quarter of the new financial year.

Our new investments include a financial software business that we think is
undervalued and trading on 6% grossed up yield, a financial services
business that has a long track record of free cash flow generation and
dividend payments. We have acquired this business on a 9% grossed up
dividend yield. The third new addition to the Fund is a consumer services
business that has undergone an earnings turnaround and management
have made it clear it will be resuming dividend payments in the near term.
This business is trading below NTA, has a net cash balance sheet and
recently received an indicative takeover from its largest shareholder which
was rejected by the board.

A top 5 investee company conducted a capital raising during the month as
it secured a strategic acquisition that expected to drive EPS growth over
the medium term. The Fund participated in the capital raising and we
expect a sustainable yield of 7% at current prices.

Microequities Asset Management

Number of
companies 35

Top 5 Holdings

(1)
% of NAV 30.0%
Top 10 Holdings
% of NAV 48.0%
Top 20 Holdings
% of NAV 74.6%
Cash Position
% of NAV 4.7%

Disclaimer: This communication has been issued
by Microequities Asset Management Pty Ltd ABN
96 134 984 768 AFS Licence No 287 526, as
investment manager of the Microequities Value
Income Fund ARSN 629 674 175. The Trust
Company (RE Services) Limited (ACN 003 278 831)
(AFSL 235150) is the responsible entity.

This communication contains general information
only and does not take into account investment
objectives, financial situation or needs of any
particular individual or entity. It does not
constitute financial, tax or legal advice, nor is it an
offer, invitation or recommendation to subscribe
or purchase a unit in the Fund or any other
financial product. Before acting on any
information contained in this communication, you
should consider whether it’s appropriate to you,
in light of your objectives, financial situation or
needs.

While every effort has been made to ensure the
information in this communication is accurate; its
accuracy, reliability or completeness is not
guaranteed and none of The Trust Company (RE
Services) Limited (ACN 003 278 831),
Microequities Asset Management Pty Ltd or any
of their related entities or their respective
directors or officers are liable to you in respect of
this communication. A Product Disclosure
Statement (PDS) issued in January 2019 is
available for the Fund on the following website:
http://microequities.com.au/valueincomefund

You should obtain the PDS for the Fund and
consider the risks and disclosures for your
circumstances before deciding whether to
acquire, or continue to hold, an interest in the
Fund. Initial Applications for units in the Fund can
only be made pursuant to the application form
attached to the PDS. Past performance is not a
reliable indicator of future performance.
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