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Fund Statistics Table 
 

Features Summary 

Unit Price  $1.3767 (unaudited) 

Units on Issue 33,158,668 

Fund NTA  $45,629,643 (unaudited) 

12 month performance to June 30th 21.21% net after fees 

Investment Style Opportunistic 

Fund Status Open only to Sophisticated Investors 

Redemptions – quarterly 

Fund Universe Listed & Unlisted Micro Cap Companies 

 

Fund Commentary  
 

The Merchant Opportunities Fund (Fund or MOF) pulled back from its all-time highs in the 

last quarter of the financial year due to risk aversion in both the Small Cap and Small 

Resources markets.  

For the full financial year, the MOF returned 21.21% net of fees vs the Small Ordinaries 

Index, which closed 3.67% higher and the Small Resources Index closed up 2.32% over 

the same period. 

Looking back over the last 12 months where we have made significant realised gains in the 

following industries – Medical Cannabis, Biotech and Gold. 

Back in December 2016, I wrote the below:   

In our counter cyclical nature, the MOF has over the last 12 months been making strategic 

investments in both the Coal and Oil sectors.  We have taken the view with the demise of 

both the Coal and Oil prices over the last couple of years to record lows, that in a lot of 

cases ‘the baby has been thrown out with the bath water’ and have tried to negotiate and 

secure Coal and Oil investments with the view of holding them for a few years until prices 

increased. 

This view and this investment thesis proved to be correct with substantial gains being made 

in the Kontrarian Resource Fund with a circa 700% return on our investment in this space 

being reflected in the Funds unaudited June 2017 unit price.  We suspect that we will see 

a significant uplift in the coming 12 months on this investment as a number of its positions 
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enter the public markets and the Fund sells down its holdings.  The Kontrarian Resource 

Fund has been a good example of what the Fund aims to do with its unlisted allocation – 

acquire unloved, unlisted assets and sell them into the listed space for a profit over time. 

1-Page 

Topically in 2017, we entered into a position in the company 1-Page (ASX:1PG) and built 

upon this position enough to influence change at the company level.  In May 

2017shareholders were successful in removing the incumbent business and management.  

1 Page will now shift its focus to acquiring a suitable business with remaining cash 

resources.   

Over the next 12 months we expect a substantial contribution from this investment to the 

Fund’s bottom line. 

PolyNovo 

Despite a promising start to the financial year and approximately $1.5m in realised gains, 

our residual holding in PNV actually fell in value for the year. For the first time in a few 

years, PolyNovo was a net detractor from the overall Fund performance.  We anticipate 

this will reverse in the next 12 months as the company commercialises the BTM product in 

the US initially then the world over time.  We expect that PolyNovo will have a substantially 

higher share price before Christmas 2017. 

Oil & Gas 

A sector that we invested in over the past 12 months has been oil & gas.  In our view, the 

drop in the value of oil has been overplayed and we expect to see a rebound in this 

commodity in the coming months.  Signs are already there that the price of Oil has 

bottomed and with increased activity in the US Basin’s, record low prices and record low 

production volumes, we feel that the investments we have made in this space over the last 

year or two will be well rewarded in FY18. 

Of particular interest is a company called Brookside (ASX:BRK).  The company has 

followed the exact same process and strategy we have employed in the Kontrarian 

Resource Fund – acquiring acreage cheaply with the view to holding and producing barrels 

and selling as the price per acre increases.  In our view, this company should be trading at 

close to a 5 x uplift from its current price. 

Medicinal Cannabis 

A very topical conversation starter over the last year or so – in short, our view is this industry 

is just beginning and we will see Federal movement toward legalising it in the coming 

months as the general populous demands access to alternative medicinal treatments.  The 

MOF is well placed to capitalise on this movement with strategic investments in AusCann 

(ASX:AC8), Zelda (ASX:ZLD) and CannPal (soon to be listed on ASX). 
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The top 10 holdings in the MOF (in no 
order) as at the time of writing are: 
 

Intiger Group Ltd IAM.ASX 

Brookside Energy Ltd BRK.ASX 

Polynovo Ltd   PNV.ASX 

Auscann Ltd AC8.ASX 

CannPal Ltd Private 

Kontrarian Resource Fund No 1 Private Fund 

1-Page Ltd 1PG.ASX 

Alerte Digital Health Pty Ltd Private 

Zelda Therapeutics Ltd ZLD.ASX 

Wave Park Group Pty Ltd Private 

  

Redemptions & Applications 
 

A quarterly redemption facility and a monthly application option are now in place and all 

details are currently published on the website. 

 

As always, should you have any queries please see our website 

www.merchantfunds.com.au where you will find historical data and relevant forms and 

information to manage your holding or please feel free to call either Chris, or I on the 

numbers below. 

Regards, 
 

 
Andrew Chapman 
Managing Director 
M: 0447 034 714 
P:  08 6141 6321 
E: achapman@merchantfm.com.au 
 
Chris Mews 
M: 0408 094 583 
P:  03 8640 0301  
E: cmews@merchantgroup.com.au 
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Merchant Funds Management Pty Ltd, ACN 154 493 277 (Merchant), does not accept any liability for loss or damage suffered 

or incurred by any person however caused (including negligence) relating in any way to this Newsletter including, without 

limitation, the information contained in it, any errors or omissions however caused or any person placing any reliance on this 

presentation, its accuracy, completeness or reliability. 

Merchant and its affiliates or any of its directors, agents, officers or employees do not make any representation or warranty, 

express or implied, as to or endorsement of, the accuracy or completeness of any information, statements, representations 

or forecasts contained in this Newsletter, and they do not accept any liability for any statement made in, or omitted from, this 

Newsletter. Merchant accepts no obligation to correct or update the information in this Newsletter. 

This Newsletter is intended only to provide a summary and general overview of matters of interest.   The Newsletter is not 

financial product advice, whether personal or general, for the purposes of Section 766B of the Corporations Act. The 

Newsletter does not involve or imply a recommendation or a statement of opinion in respect of whether to buy, sell or hold a 

financial product. The information in this Newsletter does not take into account the objectives, financial situation or needs of 

any person.  You should not act on or rely on the contents of this Newsletter before first obtaining professional advice specific 

to your circumstances. 

This Newsletter and contents has been made available in confidence and may not be reproduced or disclosed to third parties 

or made public in any way without the express written permission of the Fund or Merchant Funds Management Pty Ltd. 


