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Where we took profits and losses in 2020

In a year that was like none other the number of sell recommendations we issued was less
than usual. This was in keeping with the value that we saw following the pandemic induced
sell-off, and with a greater number of buy recommendations that would normally be the

case. And as the year draws to a close this strategy looks to have been the right call.

In 2020, we published three sell and sell-half recommendations, with two marking
impressive gains and only one registering a slight loss - a consequence of an opportunistic
acquisition amidst the COVID-19 pandemic. The relatively few sell recommendations this
year reflected the prudence of hanging tight during pandemic driven volatility, and as the

market rebounded strongly during the year. In any case, the returns noted below include

dividends. Our calls by stock are provided below in chronological order:
National Storage REIT

The self-storage REIT (Real Estate Investment Trust), National Storage REIT (NSR) was
initially added in the portfolio back in September 2019 (FAT-AUS-937) on the back of

some supportive tailwinds such as low (and getting lower) interest rates. The REIT
occupied an interesting niche exposure in the REIT world with ‘sticky’ customers and
relatively few competitors. It also helped that NSR is the largest self-storage provider in

the country.

In February (FAT-AUS-958), however, NSR received its second takeover bid from a

NYSE-listed rival, Public Storage for $2.40 per security. Though the bid was non-binding,

it did prove the REIT’s ‘credentials’ and validated our investment thesis on the group.


https://members.fatprophets.com/australasian/report/fat-aus-937/national-storage-reit/
https://members.fatprophets.com/australasian/report/fat-aus-958/national-storage-reit-4/

However, instead of holding out and waiting for an actual binding proposal, we opted for a
profit-taking manoeuvre in the interest of prudence.
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Our call to take profits proved to be highly prescient as the shares hit an all-time high
and was right before the March collapse and the withdrawal of the takeover offer - a time
when COVID-19 had evolved into a pandemic. Members that followed the sell-half
recommendation would’ve made a handsome 35.2% profit and some measure of relief
having avoided (about half) of the drop. Pleasingly, since then, NSR has made a gradual
climb back up given the robust demand for self-storage, not to mention the steady

acquisitions the REIT has made.

BWP Trust


https://members.fatprophets.com/wp-content/uploads/2020/12/AUS1001-PnL-1-NSR.png

Next up on the list is BWP Trust, another REIT that was added in the Fat Prophets
portfolio in 2012 (FAT-AUS-591) on the back of its exposure towards the Bunnings Group

and the then-strong outlook for the home improvement sector. The REIT also
demonstrated a solid track record of paying out solid distributions (i.e., dividends) over a
long stretch of time. The stock had the markings of a solid long-term investment - arole it
has fulfilled in the portfolio over the years.
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However, this year in March (FAT-AUS-961), we felt the REIT’s top-line performance was

‘uninspiring’ following the general uncertainty in the economy which resulted in some
property divestments as well as ‘redevelopments’ in some warehouses (thus reduced
rents). To be fair, the REIT’s managers did carry out a solid ‘portfolio optimisation’
initiative that should pay off in the long run. We did, ultimately, recommend some profit

taking given the share price appreciation and accumulated dividends since.


https://members.fatprophets.com/australasian/report/fat-aus-591/bwp-trust-15/
https://members.fatprophets.com/australasian/report/fat-aus-961/bwp-trust-23/
https://members.fatprophets.com/wp-content/uploads/2020/12/AUS1001-PnL-2-BWP.png

With the economy recovering, and handling the COVID-19 pandemic well, Bunnings - the
REIT’s largest tenant - has staged an impressive recovery and exhibited a solid sales

performance. These improvements have also recently buoyed BWP’s shares since.

OVH

Finally, the last ‘sell’ recommendation of the year was financial services platform OneVue

which has been a mainstay of the portfolio since May 2015 (FAT-AUS-723). We saw the

company as offering strong leverage to a sector wide thematic of rising funds under

administration.
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The shares were not immune to the onset of the pandemic or broader market sell-off
unsurprisingly, and this saw an opportunistic bid for the company, with Iress launching a

40c per share offer. With the share price hitting just a penny below the bid we thought it


https://members.fatprophets.com/australasian/report/fat-aus-723/onevue-2/
https://members.fatprophets.com/wp-content/uploads/2020/12/AUS1001-PnL-3-OVH.png

was time to move on, and follow opportunities elsewhere. We recommended an exit in

mid-September (FAT-AUS-9288).

Admittedly, OneVue’s performance in the Fat Prophets portfolio had been quite
disappointing from peaking at around 90c in mid-2018 and trending down since despite
an impressive operational performance. We can only take some solace that we have
several other high quality names within the space, including HUB, Praemium, and

Mainstream, which have generally fared better on the share price charts.

Interests associated with Fat Prophets hold shares in BWP, Praemium, HUB24, and

Mainstream.
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