APRIL 2021

L1 Long Short Fund Limited
(ASX Code: LSF)

Key Details
ASX code
Share price
Market capitalisation
Shares on issue
Listing date

NTA Performance*
LSF

One month

NTA pre-tax
4.89%

Three months

14.18%

One Year

81.00%

609,844,012

Two Years p.a.

44.00%

24 April 2018

Three Years p.a.

11.27%

Total return since inception (24 April 2018)

35.95%

$2.23
$1,360m

The NTA of L1 Long Short Fund Limited (“the Company”)
increased by 4.9% in April (ASX200AI 3.5%).
Over the past year, the Company has had an exceptionally
strong period of performance with its NTA increasing 81.0%
(ASX200AI 30.8%).
Performance continues to be broad-based, with 11
individual stock positions contributing 0.4% or more to
returns in April.
Global equity markets continued their strong start to the year
supported by strong economic data, further corporate
earnings upgrades, positive vaccine progress and a
stabilisation in long-term government bond rates following
dovish commentary from global central banks. The U.S.
Federal Reserve reaffirmed its intent to keep rates near zero
to support the economic recovery post COVID-19 even if
inflation temporarily exceeds its 2% target.
The S&P/ASX 200 Accumulation Index returned 3.5% in April.
The strongest sectors in Australia were Information
Technology (+9.7%), Materials (+6.8%) and Industrials (+4.3%)
while the worst performers were Energy (-4.9%), Consumer
Staples (-2.5%) and Utilities (-1.2%).
The portfolio’s strong performance in April was pleasing as we
were able to offset the outperformance of growth stocks and
relative underperformance of value/cyclical stocks with
strong stock picking gains.
We believe equity markets will remain supported in the
near term, with a further rotation into value and cyclical
stocks likely as global GDP growth accelerates through
2021. While we expect inflation to rise in 2021, we have
positioned the portfolio to mitigate against some of the
risks with long positioning in energy, gold and financials
and short positioning in some ultra-high P/E growth
stocks. We continue to be optimistic, as we believe we
have built a portfolio of many mispriced stocks, with clear
upcoming catalysts and strong valuation and balance
sheet support.
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* Source: Mainstream Fund Services and L1 Capital. Net performance is
calculated using the movement in NTA pre-tax. Performance is shown net of all
applicable fees and charges. Past performance should not be taken as an
indicator of future performance.

Some of the key contributors to Company performance during
the month of April were:
Entain (Long +11%) is a global sports-betting and gaming
group headquartered in the U.K. Entain shares continued to
perform strongly with the release of a positive Q1 trading
update. The company’s core online business grew 33%,
delivering its 21st straight consecutive quarter of double digit
growth. During the month the company’s US joint venture
with MGM Resorts (BetMGM) also held a strategy day where
its long-term U.S. market share target was upgraded by 5% to
20-25%. BetMGM continues to perform very strongly and,
with ~22% market share across its active jurisdictions, is now
challenging DraftKings for the number two spot in the fastgrowing U.S. sports betting and iGaming market. Despite the
recent share price appreciation, we believe Entain still has
material upside from current levels. The company continues
to trade at a discount to its global gaming peers despite its
strong execution to date and its exceptional growth profile.
We believe its core online business could double over the next
three to four years and we expect continued momentum in
the U.S. as more states legalise online betting and gaming.
Entain has also recently made a non-binding offer for
Tabcorp’s Wagering & Media business which we expect could
unlock material synergies if it were to proceed, based on the
company’s strong track-record of M&A execution.
Mineral Resources (Long +26%) shares rallied, driven by
strong increases in lithium and iron ore prices over recent
months. In April, we attended a Mineral Resources analyst
event in Western Australia where an energised management
team highlighted the huge pipeline of growth projects across
all key areas of the business – lithium, iron ore and mining
services. In particular, the company re-affirmed its objective
to grow its iron ore production from around 20mt p.a. to over
80mt p.a. in the coming years. We believe Mineral Resources
is a very compelling investment, offering a rare combination
of attractive valuation, high quality management, supportive
industry tailwinds, strong long-term earnings growth and a
rock solid balance sheet.
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Downer (Long +10%) shares had a solid month in April after
trading largely sideways for the previous six months. We
attended the company’s investor day in Sydney, where senior
management outlined the strengths of the key business units
and medium-term growth prospects. Downer is primarily
leveraged to forecast increases in spending by their mainly
government clients to support the growing urbanised
population centres in Australia and New Zealand. The defence
sector was highlighted as a key medium-term growth priority
as the government looks to prioritise reliable, Australian
service providers in the face of a more challenging geopolitical
backdrop. While the east coast open-cut mining business still
needs to be exited, the company has successfully disposed of
almost all the other non-core assets for total consideration of
$605m ($476m received). We expect the remaining asset
sales to be completed in the coming months, leading to a rerating of Downer as a capital light (and lower risk) services
business exposed to growing, annuity style contracts. Downer
has also announced a 10% buyback while still retaining the
balance sheet flexibility to continue to consider bolt-on
acquisitions and higher dividends.

The investment team further added to its investment in
LSF in April, reconfirming our continued alignment with
investors and our positive outlook for the portfolio. Our
expectations remain underpinned by the large number of
portfolio stocks with significant upside to valuation and
the extreme stock dispersion across the market, which
provides attractive opportunities for stock picking. We
expect the global vaccine rollout, extreme monetary and
fiscal stimulus and an acceleration in economic growth to
support the continued rotation into value and cyclical
stocks, which should be a tailwind for Company
performance.

Imdex (Long +17%) is by far the global leader in exploration
drilling technology for the mining sector, with 80% of the
business exposed to gold, copper and iron ore. Imdex shares
rose on the back of recent base metals price strength, which
is likely to extend the exploration recovery from gold to the
broader resources sector.
In our visit with Imdex
management in Western Australia, we continued to be
impressed by their focussed approach to growing the business
for the long term. The company has spent significantly on
R&D over the past five years (fully expensed through its P&L)
and is now in the early stages of launching the industry’s best
suite of new and improved products. We expect earnings
growth of more than 20% p.a. for many years to come, which
is not reflected in the current multiple of ~9.5x consensus
FY22 EV/ EBITDA. Finally, we believe Imdex’s secure, cloudbased portal for providing access to validated field data,
IMDEXHUB-IQ, will become a major contributor to client
retention, will increase product penetration per site and is
being quickly adopted across the client base.
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Portfolio Exposures

Investment Guidelines

Number of positions

93

Typical no. of positions

Number of long positions

72

Geographic exposures

Number of short positions

21

Net exposure limits

Gross long exposure (%)

177%

Gross short exposure (%)

77%

Gross exposure (%)

254%

Net exposure (%)

99%

Gross exposure limits

50-100 securities
Max 30% gross outside of Aust/NZ
Max 150% of NAV; typically 30-90%
Max 300% of NAV; typically 150-300%

Net Tangible Assets Per Share (as at 30 April 2021)*
NTA pre-tax

$2.7026

NTA post-tax

$2.5235

* Source: Mainstream Fund Services. The NTA pre-tax is calculated before the
provision for deferred tax on unrealised gains and losses on the investment
portfolio. The NTA post-tax is calculated after all taxes.

Net and Gross Exposure by Region*
Gross Long

Gross Short

Net Exp.

Board of Directors
Andrew Larke

Independent Chair

Australia / NZ

113%

67%

46%

Independent Director

North America

28%

10%

17%

John Macfarlane

Europe

30%

0%

30%

Harry Kingsley

Independent Director

6%

0%

6%

Raphael Lamm

Non-Independent Director

177%

77%

99%

Mark Landau

Non-Independent Director

Geography

Asia
Total

* Percentages have been rounded to the nearest whole number.

Gross Exposure as a % of Total Exposure

Australia/NZ 71%
North America 15%

Key Contacts
Company Secretary
Investor Relations
Manager

Europe 12%
Asia 2%

Registry

Mark Licciardo
Wayne Murray
WMurray@L1.com.au
L1 Capital Pty Ltd
+61 3 9286 7000
info@L1LongShort.com
Link Market Services Limited
1300 554 474
registrars@linkmarketservices.com.au

Level 28, 101 Collins Street
Melbourne VIC 3000 Australia
www.L1LongShort.com

NOTE: All figures in this report are unaudited and approximate. The NTA pre-tax is calculated before the provision for deferred tax on unrealised gains and losses
on the investment portfolio. The NTA post-tax is calculated after all taxes.
Disclaimer
This communication has been prepared for L1 Long Short Fund Limited (ACN 623 418 539) by its investment manager, L1 Capital Pty Ltd (ABN 21 125 378 145 and
AFS Licence 314302). L1 Capital Pty Ltd has prepared this publication in good faith in relation to the facts known to it at the time of preparation. This publication
contains general financial product advice only. In preparing this information, we did not consider the investment objectives, financial situation or particular needs
of any individual investor, and you should not rely on the opinions, advice, recommendations and other information contained in this publication alone. This
publication has been prepared to provide you with general information only. It is not intended to take the place of professional advice and you should not take
action on specific issues in reliance on this information. We do not express any view about the accuracy or completeness of information that is not prepared by us
and no liability is accepted for any errors it may contain. Past performance is not a reliable indicator of future performance.
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