
One of Perpetual’s key filters when assessing businesses to invest in is the quality of their

management teams. However, the importance of sound management was even further

amplified by the COVID-19 pandemic and here we assess a few examples.
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One thing COVID highlighted was how important a good management team is in your

investment thesis. On the one hand, some management teams were like deer in the headlights

and were incremental with their operational response and, when things got tough, diluted

shareholders with deeply discounted capital raisings. On the other hand, there were other

management teams which responded quickly operationally, did everything possible to maximise

liquidity without diluting shareholders and capitalised on opportunities so as to come out the

other side of the pandemic in a stronger position.

A few stand outs in our investee companies are Seven Group (ASX: SVW), who didn’t miss a

beat operationally and used the volatility during COVID-19 to make a raid on international

building and construction materials company, Boral at what we consider to be a very good entry

point. Another company, Premier Investments (ASX: PMV), moved quickly during COVID and

leveraged its investment in online fulfilment to transition customers to online and did it in a way

which was materially more profitable than its retail network. It then took advantage of its strong

position to shut down unprofitable stores and rebase its operating leases, meaning its retail

network will be more profitable on the other side of COVID.

We believe that it is no coincidence that companies like SVW, PMV and Eagers Automotive

(ASX: APE) all performed strongly during the COVID downturn. The one thing they have in

common is they have a major founder/shareholder who is on the board. This generally means

that longer term value accretive decisions are typically made rather than decisions made by

agency style boards and management who do whatever seems to be a good idea at the time to

appease shareholders in the short term. While we have reduced our position in APE due to the

stock trading above what we consider to be mid-cycle valuation, we continue to believe the

outlook for SVW and PMV is very exciting. They have made excellent investments both

organically and inorganically and we have faith in the management team combined with a

strong balance sheet and high-quality assets will be able to generate strong returns in almost

every macro scenario which we think is likely to occur.

Who knows what macro scenario will play out during FY22, but we will continue to monitor our

core investments and scour the market to either take advantage of market panic to get good

entries into quality companies or look for changes in industry or companies, which we believe

could materially change the underlying value of a company over time. We look forward to the

year ahead.

Read the full newsletter.

 

Find out more about Perpetual’s Industrial Share Fund.
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This information has been prepared by Perpetual Investment Management Limited (PIML) ABN

18 000 866 535, AFSL 234426. It is general information only and is not intended to provide you

with financial advice or take into account your objectives, financial situation or needs. You

should consider, with a financial adviser, whether the information is suitable for your

circumstances. To the extent permitted by law, no liability is accepted for any loss or damage as

a result of any reliance on this information. 

The information is believed to be accurate at the time of compilation and is provided in good faith. This

document may contain information contributed by third parties. PIML and PSL do not warrant the accuracy or

completeness of any information contributed by a third party. Any views expressed in this document are

opinions of the author at the time of writing and do not constitute a recommendation to act. Any views

expressed in this document are opinions of the author at the time of writing and do not constitute a

recommendation to act. This information, including any assumptions and conclusions is not intended to be a

comprehensive statement of relevant practise or law that is often complex and can change. 

The product disclosure statement (PDS) for the relevant Fund, issued by PIML, should be considered before

deciding whether to acquire or hold units in the fund. The PDS and Target Market Determination can be

obtained by calling 1800 022 033 or visiting our website www.perpetual.com.au. No company in the Perpetual

Group (Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees the performance of any fund

or the return of an investor’s capital. Past performance is not indicative of future performance.
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