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DISCLAIMER
Microequities Asset Management Pty Ltd ABN 96 134 984 768 (also referred to in this document as ñMicroequities Asset Managementò,

ñtheTrusteeò,ñtheManagerò,ñusò,ñweòand ñourò)is the trustee and investment manager of the Microequities Deep Value Microcap Fund

(ñtheFundò)ABN 20 869 753 103. Microequities Asset Management is the issuer of this document and of units in the Fund. The current

Information Memorandum (IM) should be read in its entirety before making a decision to invest in the Fund.

The information in this document and the IM is general advice and does not constitute personal advice. In preparing this document,

Microequities Asset Management has not taken into account the investment objectives, financial situation or particular needs of individual

investors. Microequities Asset Management strongly recommends that potential investors read the IM in its entirety and seek independent

professional advice as to the financial, taxation and other implications of investing in the Fund and the material contained in the IM.

Investors should consider whether an investment in the Fund is appropriate for their investment objectives, financial situation and needs.

None of Microequities Asset Management, Microequities Pty Ltd, or their members, directors, employees, consultants, appointed

investment managers (if any), advisers or agents guarantee the repayment of capital invested in the Fund, the payment of income from the

Fund or the performance of the Fund or an investment in the Fund generally. As with any investment there are inherent risks in investing in

the Fund, including the risk that the investment in the Fund is speculative, that the investment may result in a reduction in the capital value

of the investment, loss of income and returns that are less than expected or delays in repayment of capital. Please refer to section on Risks

of Investing (pg 8) of the IM.

Applications for investment in the Fund may only be made on the application form attached to or accompanied by the Information

Memorandum.

The performance figures presented in this document are for the past performance of The Deep Value Microcap Fund. Past performance is

not a reliable indicator of future performance. Microequities do not guarantee the performance of the fund, the return of an investorôscapital

nor any specific rate of return.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE PERFORMANCE.
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ABOUT MICROEQUITIES

Founded5 yearsago

ASIClicensedinvestmentfundmanager

Begunasan independentresearchhousefocusedexclusively
on Microcapinvesting& research

Expandedinto fundsmanagementin 2009

Researchactivitiespresentuswith a strategicasset

Teamof 4 analyst+ CIO

Two non independentdirectors
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THE DEEP VALUE MICROCAP FUND

High Conviction, 17 Positions

Investment universe:

Sub $250M Mkt Cap

Only ASX listed companies, no private equity

Fund has two assets Cash and equities

Fund has no debt, no derivatives

Invest for the long term, generally 3 to 5 year investment 
horizon.

Our investment style is boringly simple but excitingly 
effective 
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MACRO OVERVIEW

Internationally

Developing world main drivers of world economic growth, 
China, India, Brazil, and SE Asia.

US will avoid double dip, Euro zone sluggish but growing

Panic spread, bank run in some countries

Domestically 

Australia enjoying boom like conditions

Expect above average GDP Growth 3.5% to 4.0%

Main concern is capacity constraint, labor force supply
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WHY THIS ASSET CLASS?

Microcapcompanies have higher growth rates

Information Asymmetry 

Inefficient Market pricing

Inefficient Market              Deep Value Opportunities
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THE TWO ENGINES OF OUR 

OUTPEFORMANCE

ÅFaster Growth

ÅLong term capital 

growth

Earnings 
Growth

ÅA 50% discount to 
fair value= 100% 
upside 

Discount 
to Fair 
Value

Our fund has two profit engines



2nd November 2010

9

OUR INVESTMENT PROCESS

HIGH CONVICTION: There are 1500 Microcap
companies out there, we are invested in 17, one out of every 
hundred

* Source IMF

Criteria Meet the test Investment

Decision

Profitable YES/NO NO= No investment

Growing YES/NO NO= No investment

Balance Sheet YES/NO NO= No investment

DeepDiscount YES/NO NO= No investment

Management 

Competence

YES/NO NO= No investment

Management 

Ethics/Honesty

YES/NO NO= No investment
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OUR INVESTMENT PROCESS

Profitable companies are short listed

If they meet initial investment parameters, further investment 
research is undertaken

We then proceed to meeting management and make an 
assessment

After due diligence and management assessment, 
Microequities proceeds to value the business

If there is a sufficient discount to fair value, Microequities 
proceeds to invest

Weighting on the Fundõs portfolio is determined by 
risk/reward relationship 
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OUR INVESTMENT BEDROCK

We buy growing profitable 
business

We buy them at deep 
discount

Managed by competent 
and HONEST 
management

We buy business for the 
long-term

Business with proven track 
records and viable models
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RELATIVE PEFORMANCE, our valueadd
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Deep Value Microcap Fund

All Ords Accumulation Index

Value of $100,000, Invested at Inception
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COMPOSITION OF THE FUND
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Portfolio structure reconfigured
Set to maximise operating leverage to fast expanding

domestic economy

3.5%

39.2%

8.5%4.8%
4.9%

3.8%

9.9%

5.4%

12.9%

4.1%

2.0%

1.1%
Cash

Software & Services

Telecommunications Services

Food Products

Hotels Restaurants & Leisure

Consumer Durables Apparel

Media

Capital Goods

Health Equipment & Services

Metals & Mining

Technology Hardware & Equipment

Comercial Services & Supplies


