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Overview

Sirius Fund Management was established in November 2003 to provide a boutique funds management service. Sirius manages Australian equities on behalf of clients that include large superannuation funds as well as sophisticated investors. Sirius holds an ASIC Australian Financial Services Licence for wholesale and retail clients.

Our goal is to build a business that seeks above average returns to the investor. We are driven by performance for the client. Sirius will remain a small operation; a true boutique. We are not interested in building very large funds under management at the expense of performance.

A Sirius client typically has a minimum of $1 million of assets.

Many already own shares but are looking for a professional manager to research, construct and administer a portfolio. Some of our clients seek a sensible high conviction portfolio built with no regard for the shackles of index performance.  Some prefer growth over income; or are vitally interested in capital preservation.
Sirius provides a detailed half yearly report of activity including market comment, transactions, dividends and interest as well as information required for the completion of a tax return. 

Principal

Sirius Fund Management is owned by family interests of the CEO, Kieran Kelly.  He has 27 years of investment management experience.

Investment Philosophy 
The Sirius investment philosophy is based on principles adopted by Kieran Kelly over a long period of time and through a variety of investment cycles.
If an asset pays a dividend, its an investment; if it doesn't it’s a speculation

Invest, don't speculate and know the difference.

At least half of all investment return comes from the dividend. Longer term it’s more than half.

When investing, you can't have too much patience nor too much discipline.
Even the best investors have only a few great ideas every year. No investor has a great idea every day.

Invest because opportunity exists, not because cash is available.

Sometimes the best investment strategy is to do nothing.

Don't rely on the opinion of others; do your own research
Stockbroking research is worthless.  This has been proven true in all investment cycles
Taxation considerations should seldom be paramount in investment decisions, which should never be impacted materially by taxation, especially the decision to sell.
Buy good stocks and hold onto them – don’t trade. Trading is an exercise in betting you know more than the combined wisdom of all other market players.  This is not only a waste of time and money but it is a dangerous exercise in self-delusion.  The only people that benefit from trading strategies are stockbrokers
Investment Process

Sirius aims to deliver long-term returns from a concentrated portfolio of a maximum 25 stocks. We are looking to identify pricing anomalies in the market and seek out businesses whose market value is below the value we attribute to that business. 
Sirius strongly favours businesses that can sustain above average returns on capital employed. The aim of our portfolios is to deliver above average absolute returns.

Sirius clients are expected to accumulate wealth by being invested in stocks prior to the market recognising their intrinsic quality.

Our client portfolios are constructed with approximately equal dollar weight in each stock, rather than a weight relative to any index. A Sirius portfolio may therefore be more volatile than the average Australian share portfolio with the potential to deliver larger absolute gains or losses.  However our strong emphasis on high dividend paying stocks will tend to mitigate these fluctuations.
There are three stages in the Sirius investment process:

1. Quality Assessment

2. Valuation

3. Portfolio construction
1. Quality Assessment

This Assessment is a subjective exercise conducted via our company visitation program. 
The aim is to rank the businesses into quality grades from A to D. 

There are 16 sub tests within the above four categories and each is scored from 1 to 5. About 300 stocks have been scored. Stocks are under ongoing review. The outcome is an overall rating and grading for each stock. 

The A grade stocks have the greatest potential to sustain above average returns on capital employed for extended periods of time. Ideally, new investment will at least maintain this return.  

Management is crucial to our analysis. The Sirius company visit program is a key element of the process and we believe a competitive advantage. Our ability to conduct informed discussion with company management is essential to our process.

1. We are looking for particular management skills and focus. 
2. We want to get to know management and understand the corporate strategy. 
3. Will management sustain or dilute the returns? 
4. Do they think like a shareholder or an employee?

Our assessment of Business Sustainability may include understanding the value proposition, point of differentiation of the product or service, the potential for price erosion, an assessment of current and potential competition and the cost base of the business.

Financial Return focuses on the amount of capital invested in the business, the earnings visibility and predictability of those earnings in the future and the ability of the company to sustain or improve the return on capital.

2. Valuation

The second stage determines a valuation range for each stock via our PEG Ratio template. This template, called ‘S Value’, projects the financials over the longer term comparing growth over the past two years and projected growth over the next three years and comparing it to the price via the PEG ratio. 

We do not try and forecast too far into the future as we believe there is a marked drop-off valuation utility over time. 

Valuation is not an exact science. As such we do not seek a specific number but rather an indication of value given assumptions.  Valuation is meaningless unless it is compared to the present price at which a security can be bought. Our assumptions are updated with any new information following:

1. each company visit, 
2. every material company announcement 

3. every significant management change 

4. each financial reporting and
5. each significant macro factor impacting on the industry in which the company operates or the economy on which it depends

3. Portfolio Construction
Sirius  aims to deliver an absolute return generated by a concentrated portfolio of a maximum of 25 stocks. The output from our Quality Assessment is combined with the S Value template to construct a concentrated portfolio that we believe will accumulate wealth for our clients. 

Ideally, Sirius would ﬁnd only high quality A grade stocks but equities markets are not that straight forward. Sirius also invests in B and C grade stocks if the value proposition is sufficiently attractive and the grade is improving. The second step of our process is important in linking the outcome of the Quality Assessment to the actual share price. The construction of the portfolio is the conﬂuence of balancing quality with price.
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