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The DS Capital Growth Fund (the Fund) seeks to deliver superior returns through a process designed to 

minimise the risk of a permanent loss of capital.  The Fund comprises a concentrated portfolio of well 

researched listed businesses. The focus is on companies where we have a deep understanding of their 

business model and the industries in which they operate. The investment process combines traditional 

quantitative financial analysis with qualitative tools. 
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  DS Capital Growth Fund (net of all fees) 1.9% 23.1% 54.9% 20.2% 15.2% 13.0% 15.8%

  All Ordinaries Accumulation Index 3.6% 19.9% 41.1% 9.5% 10.1% 10.6% 9.4%

  Small Ordinaries Accumulation Index 2.1% 22.8% 52.1% 9.6% 8.3% 10.7% 7.1%

Notes:  (1) Inception date is 1 January 2013. (2) Returns are after all  fees and assuming reinvestment of net distributions. (3) Data does not include 

franking credits distributed to unitholders.

The March quarter featured the February reporting season with most of our businesses reporting results in line 

with our expectations.  Importantly, the underlying operations of almost all our businesses continued to perform 

well in an unusual environment.  Management’s outlook commentary was cautious which is understandable in 

an environment where several of the Government’s Covid-19 support measures are being wound back. 

 

A notable feature of the quarter was rising bond yields driven by an expected economic recovery and higher 

inflation.  Higher bond yields are generally negative to valuations of growing, highly cash generative businesses. 

These are the types of businesses that appeal to us rather than cyclical and commodities based businesses. This 

environment has affected the prices of some of our investments although in anticipation of this impact, we had, 

over the quarter, reduced some of our holdings in these companies on valuation grounds.  

 

Non-bank home lender, Resimac, reported a strong result. Significant profit growth was driven by higher margins 

and a growing mortgage book. Resimac continues to see strong investor demand for its securitisation funding 

program and settled a $1.5b round of funding at the lowest margin since the GFC.    

 

Our investment in the IPO of retail home fragrance specialist, Dusk, has performed well.  Although the offer was 

attractively priced at 10x 2021 earnings, the listing struggled in the prevailing climate of late 2020 of less interest 

in new floats due to ‘IPO fatigue’.  Since listing, several trading updates confirmed our expectations that the 

business was trading strongly which drove the share price to 50% above the initial offer price.  

 

Kogan was one of the clear winners from the Covid-19 environment.  Almost every metric pointed to Kogan 

having built an excellent technology platform that has and will deliver strong growth. However, given the very 

strong share price performance early in the quarter, we sold our investment on valuation grounds.  
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This document is issued by DS Capital Pty Ltd (ACN 156 001 919 AFSL 427283) in relation to the DS Capital Growth Fund (the Fund). The information provided in this document is general information only 
and does not constitute financial advice or a forecast. The content of this document does not constitute tax or legal advice or an offer of solicitation to subscribe for units in any fund that DS Capital Pty Ltd 
is the Trustee of or Responsible Entity. The information in this report has been prepared without taking into account your objectives, financial situation or needs. Before acting on the information or deciding 
whether to acquire or hold a product, consider its appropriateness and the relevant Information Memorandum. The Information Memorandum which details the features and the fee arrangements of the 
Fund is available from DS Capital Pty Ltd by phoning 03 9222 3300. The manager, their affiliates and associates accept no liability for any inaccurate, incomplete or omitted information of any kind or any 
losses caused by using this information.  All investments carry risks. There can be no assurance that the Fund will achieve its targeted rate of return and no guarantee against loss resulting from an investment 
in the Fund or the repayment of capital or income invested in the Fund.  Past fund performance is not indicative of future performance. Before acting on any information contained in this document, 
recipients should consider the appropriateness of the information provided and should consider consulting a qualified financial advisor. 
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Outlook 
 
The short to medium term economic conditions will largely remain dependent on the continuing impact of 

Covid-19. There is much optimism based on continuing government stimulus, the availability of several vaccines 

and early signs of an economic recovery in some areas.  This has created an expectation amongst some investors 

that interest rates may rise faster than previously expected.  As markets grapple with the implications of this 

development, any resulting volatility may provide long term opportunities in areas of interest to us.   

 

Our investment process has long been focused on identifying businesses offering earnings growth in a variety of 

environments over the long term.  Should the expectation of rates rising sooner than previously expected 

materialise, then it is likely that economic conditions are also improving and will be accompanied by stronger 

earnings growth.  In this event, we expect that stronger earnings should provide some insulation against any 

impact that higher interest rates may have on derating earnings multiples.  We continue to monitor inflation 

and interest rates for evidence of a more significant change. 

 

We hope that all our investors continue to remain safe and well.  As always, we remind you that we are available 

to our investors so feel free to contact us personally if you want to discuss the portfolio, the current conditions, 

or your investment with us. 

 


