
Australia Small Cap Income Unit Class
TAMIM Fund

Key Facts
Investment Structure: Unlisted unit trust

Minimum investment: A$100,000

Applications: Monthly

Redemptions: Monthly, with 30 days notice

Unit pricing frequency: Monthly

Distribution frequency: Semi-annual

Management fee: 1.25% p.a.

Performance fee: 20% of performance in excess of 
hurdle

Hurdle: RBA Cash Rate + 2.5%

Lock up period: Nil

Buy/Sell Spread: +0.25%/-0.25%

Exit fee: Nil

Administration & expense recovery fee: Up to 0.35%

NAV
Buy Price Mid Price Redemption Price

AU$ $0.7427 $0.7408 $0.7390

NAV
Portfolio Allocation

Equity 53.9%

Cash 46.1%

4.1%
9.7%

19.7%

6.8%

16.7%

19.8%

4.2%

1.9%

16.9%

Cons. Disc.

Cons. Staples (non cyc)

Financials

Health Care

Industrials

Information Technology

Materials

Real Estate

Telecom. Services

Contact
Darren Katz darren@tamim.com.au 0405 147 230

The events of the last eight weeks have not only been extraordinary 
but unprecedented. During March markets collapsed around the 
world with the ASX200 falling -22% and at one point the ASX Small 
Ords Accumulation Index was down -41% at its lows.The TAMIM 
Fund: Small Cap Income class was down -40.8% as small- and mid-
caps were the worst hit during this selloff. 

I know you have all heard this phrase a lot in the past month but 
just stop for one moment and think about the enormity of what we 
are currently witnessing. We are seeing an almost total shut-down 
of economies, consumption and day to day life in most countries 
around the world. No-one has seen this in their lifetime. The Covid-19 
pandemic is truly a once in a 100-year event.
 
At TAMIM, we make sure that we manage investments for risks and, 
in particular, the downside for each company we invest in at all 
times. Our portfolios have the ability to move to cash if the situation 
warrants it. In hindsight, this is where we made our biggest error. 
We did not move to cash as we never envisaged a global economic 
shutdown due to an external biological shock on this scale. This is not 
something we ever modelled or even imagined possible. If one does 
model for this, then you are likely to never invest.

 To make matters worse, the virus outbreak took hold in the midst 
of Australian reporting season. For our portfolio, this is where 
we normally generate significant returns and we were expecting 
strong results through the reporting period. The companies in our 
portfolio did deliver strong results. In fact, the portfolio had been 
up strongly until mid-February. This meant we entered the sell-off 
with 25% cash in the Fund.
 
As we met and spoke to management teams during the first week 
of March, it was mostly business as usual as the coming economic 
effect of the outbreak had yet to be realised. We also saw many 
company directors buying significant amounts of shares as stock 
prices plummeted. This is usually a sign of insider confidence in the 
health of a company.

The markets reacted aggressively. Between February 21st and March 
23rd global share markets dropped over 35% to record the fastest 
correction in history. Since we invest significantly in small- and mid-
caps, the lack of liquidity, margin call selling pressure and selling by 
automated trading programs exacerbated the downside movements 
in our investments. 

We chose to exit any company which we felt was more vulnerable 
to the new economic reality in the near term. We now have the 
flexibility to invest into significantly oversold opportunities that can 
adapt and thrive in this new economic environment as consumer 

At 31 March 2020

Monthly Return Stream

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec YTD
2019 -1.07% 7.97% 1.03% 3.07% 1.99% -0.97% 5.05% 3.79% 4.76% 0.91% 5.67% 0.69% 38.93%

2020 2.19% -8.52% -40.88% -44.73%

Note: Returns are quoted net of fees and assuming distributions are reinvested. Past performance is no guarantee of future performance.
The information provided should not be considered financial or investment advice and is general information intended only for wholesale clients (as defined in the Corporations Act). The information presented does not take into account the investment objectives, financial 
situation and advisory needs of any particular person nor does the information provided constitute investment advice. Under no circumstances should investments be based solely on the information herein. You should seek personal financial advice before making any 
financial or investment decisions. The value of an investment may rise or fall with the changes in the market. Past performance is no guarantee of future returns. Investment returns are not guaranteed as all investments carry risk. This statement relates to any claims made 
regarding past performance of any Tamim (or associated companies) products. Tamim does not guarantee the accuracy of any information in this document, including information provided by third parties. Information can change without notice and Tamim will endeavour 
to update this document as soon as practicable after changes. Tamim Funds Management Pty Limited and CTSP Funds Management Pty Ltd trading as Tamim Asset Management and its related entities do not accept responsibility for any inaccuracy or any actions taken in 
reliance upon this advice. All information provided in this document is correct at the time of writing and is subject to change due to changes in legislation. Please contact Tamim if you wish to confirm the currency of any information in the document.
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market returns ever seen. Our portfolio ended up performing 
very strongly. We didn’t sit on the sidelines and took advantage 
of depressed valuations. While March has seen worse than market 
returns for the portfolio, we are now holding a collection of 
businesses at significantly lower prices than at the end of 2019.
 
We are confident in our ability to pick good companies that are 
profitable, that can continue to grow earnings, and have strong 
balance sheets. We will continue to find these companies for our 
investors, and we are confident we can outperform the market 
over time as rational investment sentiment prevails.
 
As always, we will keep you updated on portfolio developments and 
new positions we initiate over the next few weeks and months. We 
remain committed to clear and open communication as always.
 
From all of us at TAMIM, please stay safe and healthy.

Sincerely yours,

Ron Shamgar and the TAMIM Team.

NOTE

This is an evolving situation; the facts and figures are changing 
day by day. What applies today may not apply tomorrow. One 
must stay informed and have their opinions and actions evolve 
accordingly. Stay safe, take appropriate precautions and be 
sensible.

Portfolio Update:

This month we spotlight a company that we believe will benefit 
from the current situation as consumers transition to online 
lotteries and is offering an attractive and fairly safe dividend 
yield. We will discuss portfolio updates and some new positions 
we have taken in the next monthly report as we are currently still 
accumulating these positions.

behavioural changes take place. We discuss one such opportunity in 
the stock spotlight section of the report with online lottery company 
- Jumbo Interactive (JIN).
 
Major economic events, such as this, have historically provided 
significant opportunities for wealth generation. While we can 
debate whether this will be a short or long recovery, we do know 
that we will recover. We are investors in the portfolios alongside you, 
and we have been adding to investments over the last week and will 
continue to do so over the coming months.
 
During the month Governments around the world and particularly 
here in Australia, have announced significant monetary and 
fiscal stimulus measures. In Australia these measures will provide 
assistance to businesses with a particular focus on keeping people 
employed and businesses intact so that they can continue to operate 
at the other end of this crisis. These measures will help bridge the 
current pause in economic activity and should reignite the economy 
when the virus is contained and infection rates decline as we are 
currently seeing across Australia and many other countries. 

The current situation has been likened by many to travelling through 
a dark tunnel. Long before you see the light at the end of the tunnel, 
the darkness, to paraphrase Jeremy Grantham, becomes a shade 
less dark. We are already seeing that today is less dark than 
yesterday.
 
The good thing about tunnels is that they do have an end. Wuhan, 
the centre of the original outbreak, has now reopened some two 
and a half months after their lockdown commenced. Seeing 
these actions in Asian countries has provided western governments 
with valuable lessons. Lockdowns and social distancing measures in 
some European countries and in Australia are yielding good results.
 
As we recently wrote, we believe containment of the virus here and 
overseas will begin to show results in mid-April, which is what we 
are now experiencing. This could possibly see lockdowns relaxed and 
people going back to work, although with strict social distancing 
measures, by early- to mid-May. The markets are already reacting 
positively to this with the Fund portfolio, as of mid-April, already up 
double digits. Although this may very well change by month end, it is 
nonetheless a good start on a gradual road to recovery. 

We have a clear strategy in place for the portfolio. The stocks we 
own should recover in the next few months as they move through 
this shutdown. We believe these stocks offer huge upside. We have 
also identified a selection of small cap companies that we believe will 
not only survive this crisis but will be beneficiaries from changes to 
the way we shop, work and transact. Some of these provide us with 
significant potential upside. 

We are deploying funds into these companies and doing so patiently 
as we expect the market to provide good buying opportunities in 
the short term. We strongly believe that when markets recover from 
this crisis - and recover they will - it is important to be invested 
as remaining in cash will be to an investor’s detriment over the long 
term. This has proved to be the case throughout history in the wake 
of market crashes. This is even more pertinent today with cash rates 
close to zero.

Going back to December 2018, many investment managers were too 
cautious and ended up missing out on one of the best years of equity 
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Stock Spotlight: Jumbo Interactive (JIN.ASX)

As we spend more of our time at home, the online world has become our almost exclusive channel to 
shop and transact. Historically (and particularly in difficult recessionary times) people search and dream 
for hope, and nothing facilitates and encourages those dreams more than playing the lotto. 

The lotto industry has been relatively recession proof over the decades. The average weekly lotto 
ticket for 12-18 games has averaged between $10-$18. In difficult and sombre times, people tend to see 
lotto as affordable, fun, and something to hope for, chasing the dream of winning millions.

In Australia, each state runs its own lottery license which, outside of Western Australia lotteries, are 
operated by Tabcorp (TAH). TAH is required to provide resellers (mainly newsagents) with the license to 
sell lotto tickets nationally. The most popular games that are pooled on a national level are Oz Lotto, 
Saturday Lotto and Powerball.

Jumbo Interactive has been operating as a pure online reseller of lotto tickets for almost twenty years. 
Over the years, JIN has renewed its agreement with Tabcorp multiple times. Unlike TAH (which operates 
The Lott; an online website) and all newsagents, JIN sells tickets online at a premium of 10-15% on the normal ticket price. Despite this, JIN 
continues to win market share.

 JIN has justified the premium by pointing to the service and many features and benefits it provides customers through their website and mobile 
app. For the ease of use and for an extra $1-$2 a ticket, customers have flocked to JIN’s Ozlotteries website over the years.

In addition, JIN also licenses its propriety software to charities so they can operate and run their own charity lotto draws to raise funds. JIN charges 
a SaaS-like fee and a commission on total ticket sales. So far JIN has signed over $150m of potential ticket sales and is currently working on a 
pipeline of many charities both here and overseas who are all looking to transition online.

 

Online sales of lotto tickets have been steadily growing over the last decade at approximately 3% p.a. As of 2019, online sales represent about 26% 
of all lotto sales in Australia. Outside of the state of Queensland, which does not permit online sales, every state allows residents to buy tickets 
online regardless of where they purchase their tickets. This is an important aspect to understand in order to better assess the risk for JIN and their 
reseller agreement with TAH. 
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Note: Returns are quoted net of fees. Past performance is no guarantee of future performance.
The information provided should not be considered financial or investment advice and is general information intended only for wholesale clients (as defined in the Corporations Act). The information presented does not take into account the investment objectives, financial 
situation and advisory needs of any particular person nor does the information provided constitute investment advice. Under no circumstances should investments be based solely on the information herein. You should seek personal financial advice before making any 
financial or investment decisions. The value of an investment may rise or fall with the changes in the market. Past performance is no guarantee of future returns. Investment returns are not guaranteed as all investments carry risk. This statement relates to any claims made 
regarding past performance of any Tamim (or associated companies) products. Tamim does not guarantee the accuracy of any information in this document, including information provided by third parties. Information can change without notice and Tamim will endeavour 
to update this document as soon as practicable after changes. Tamim Funds Management Pty Limited and CTSP Funds Management Pty Ltd trading as Tamim Asset Management and its related entities do not accept responsibility for any inaccuracy or any actions taken in 
reliance upon this advice. All information provided in this document is correct at the time of writing and is subject to change due to changes in legislation. Please contact Tamim if you wish to confirm the currency of any information in the document.
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In a nutshell, JIN can allocate ticket sales to the state license of its choice. Investors over the years have had concerns about the risk of TAH 
not renewing JIN’s license. If that were to happen, JIN could theoretically direct all ticket sales via WA lotteries which is not owned by TAH. This 
would not only deprive TAH of JIN’s current sales but also each state operating under TAH licenses. We do not believe that is an outcome that will 
be looked upon favourably by any of the states. Not to mention, TAH owns 11% of JIN.

In our mind, there is no logical reason, other than habit, for players to buy lotto tickets in a physical store. There is nothing easier or more 
convenient than playing lotto on your mobile phone and there is never the risk of losing your ticket or forgetting to check if your numbers have 
won. The Ozlotteries app does all that for you and much more. The online user experience is fantastic. 

The current pandemic and the restrictions on Australians movement outside the home is providing a structural shift to online sales. We have 
already seen an older demographic transitioning to purchasing tickets online over the last few weeks as, with the risk of catching the virus, they 
are concerned with going outside.
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Overseas and in certain European countries, online lotto sales are over 40% of total sales. We believe the current shift to the online space 
will accelerate over the next 6-12 months in Australia and may reach as high as 35-40% of lotto sales by next year. Both TAH and JIN will be the 
ultimate beneficiaries here with JIN providing the best upside to this structural trend. 

JIN revenues are dependent on the number of large jackpots ($20m+) each year as those 
drive customer engagement. JIN has over 850,000 active customers and only last week 
management updated the market that they are on track to reach $340m of ticket sales, 
generating $70m of revenue and $40m of EBITDA. This should result in around $25m of 
NPAT.  

  The company has a net cash position of over $65m and is confident it can keep paying 
out 70%+ of fully franked dividends out of profits. Unlike most other companies, JIN has a 
strong balance sheet and enviable EBITDA margins of 60%+. JIN is in a fortunate position 
to capitalise on opportunities that may arise and acquire international lotto operators in 
the charity space; going a long way to achieving its $1bn ticket sales milestone by 2022.

With a market cap of around $600m, a capital light model and earnings growing at 40%+ p.a. historically, we see JIN as a business that is truly 
set to benefit from the current situation. We own JIN in both the TAMIM Small Cap Income and All Cap portfolios and value the stock at around 
$13.00 a share.

Note: This Stock Spotlight was first published 8 April 2020 under the title Online Lottery Goes Viral: Jumbo Interactive (JIN.ASX).
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