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For the runners, cyclists or outdoor sportspeople within our readership, 
a handful of circumstances will almost always result in a proverbial groan: 
headwinds. That gust of wind that makes turning that corner on the bike or 
spending the next half of a game with a wind impediment less enjoyable, 
is unfortunately a part of exercising amongst the elements. Headwinds, as 
it were, have become known as such a physical inconvenience that they are 
also a common analogy for when situations in life are met with obstacles that 
inhibit progress. The counter to a headwind therefore is a tailwind, where 
benefits and/or privileges fuel our progress, bypassing or simply overcoming 
the obstacles (or headwinds) that come our way. If we then take this concept 
and apply it to a theoretical portfolio’s investment performance, how many 
fund managers would attribute their performance success to an investing 
skill or purely an outcome of a bull market? Alternatively, was the investment 
manager a beneficiary of a tailwind or were genuine obstacles overcome to 
achieve this theoretical portfolio’s success? 
Recent research published by social scientists Dr Gilovich and Dr Davidai in 
20165 suggests that people are more likely to both recall and overweight their 
headwinds more poignantly than those of their tailwinds. Their theory claims 
that when people benefit from a tailwind, the satisfaction is adapted too 
quickly and relatively short-lived. The ‘consumption’ of this tailwind is almost 
instantaneous whilst a headwind is consumed over a longer-period. Using the 
sporting analogy at the top of the above paragraph, many can relate to the 
internal monologue that goes on when a headwind is faced, longing for the 
tailwind. Often this monologue does not end until the tailwind is experienced. 
At which point, a brief sense of relief is felt, whilst the team or individual go 
about adjusting to the new advantage. Almost without a second thought!
This tendency to recount information in a way that confirms one’s view 
(confirmation bias) that they had more obstacles than benefits has been 
coined by Gilovich and Davidai as the headwind-tailwind asymmetry. It 
is suggested that because a headwind is an obstacle that needs to be 
addressed, whether that be in a career, sport, relationship or an investment 
context, there is a greater propensity for these events to be etched into 
our memories. Their very existence can in fact precede critical junctures 
and choices in our lives. Conversely, a tailwind is a privilege that often goes 
unseen by its very nature of not necessitating significant effort or attention. 

PERFORMANCE SUMMARY

1 MONTH 3 MONTHS 1 YEAR 2 YEARS p.a. 3 YEARS p.a. INCEPTION p.a.

SSCF Return1 0.7% 1.0% 20.1% 22.5%3 19.8%3 16.5%3

Benchmark2 0.9% 2.8% 28.0% 10.4% 10.7% 6.3%

Value Added -0.1% -1.9% -7.9% 12.1% 9.2% 10.3%

De Grey Mining Ltd (DEG) 1.1%

Accent Group Ltd (AX1) 0.5%

Nickel Mines Ltd (NIC) 0.5%

Rio Tinto Ltd (RIO) (0.4%)

SeaLink Travel Group Ltd (SLK) (0.6%)

Codan Ltd (CDA) (0.7%)

MONTHLY CONTRIBUTORS & DETRACTORS

1The SSCF Return is a composite calculation3 of the SMA through the Fund’s inception and is net of fees, 
before tax, and assumes reinvestment of distributions.
2Benchmark is the S&P/ASX Small Ordinaries Index.

Dec’20

Source: Spatium Capital, Yahoo Finance
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It’s harder to recount a privileged education, upbringing, career opportunities 
or investment successes when they were already occurring without requiring 
effort. Therefore in the spirit of a transparent discussion, do we consider 
our investment performance has benefitted from tailwinds or has it had to 
overcome headwinds to achieve its current level of outperformance?
When looking at our performance attribution (a process that seeks to quantify 
and analyse aspects of an active fund manager’s investment selections and 
decision-making) Spatium Capital is what the industry might seek to label as 
‘down-capture ratio specialists’. This term refers to our ability to withstand 
and preserve capital through significant periods of a market downturn, 
such as March 2020 (COVID-19) and the fourth quarter of 2018 (Australia’s 
short-lived ‘housing bubble’). These two significant periods in the Spatium 
Capital journey could be considered tailwinds for the Firm’s performance as 
our investment strategy relies on buying listed companies we believe are 
temporarily undervalued. Often when there is a significant market downturn 
event and irrational investment decisions are at their peak, there are more 
undervalued opportunities to consider. This has resulted in Spatium Capital 
achieving a long-term average of losing approximately half-as-much as the 
market in a downturn environment and in doing so preserving investors 
capital and capturing outperformance. 
Conversely, when there are sustained periods of an up market, undervalued 
opportunities can be harder to come by as there is less of a propensity for 
these irrational overreactions to exist; for us, this is a headwind environment. 
Therefore, when it comes to an up-market period Spatium Capital is 
marginally less-likely to capture outperformance, historically returning almost 
the same as the index. Furthermore, for the period of 1 July 2018 to 30 
June 2021, there have been an average of 5 negative and 7 positive months 
per annum. So, with both the above headwinds-tailwinds bias and insight 
into Spatium Capital’s performance attribution in mind, have we been the 
beneficiary of tailwinds or the victim of headwinds since inception? At risk 
of falling into our own headwind-tailwind asymmetry, we’ll leave it to you to 
decide.
For the month of October, the Spatium Small Companies Fund returned 0.7% 
against a benchmark of 0.9%. Abroad, the US & UK small companies indices 
had mixed results with 3.4% and -0.5% respectively.

‘Everything we hear is an opinion, not a fact. Everything we see is a perspective, not the truth.’4
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3The Investment Strategy has been operational through a Separately Managed Account (SMA) arrangement from 1 July 2018. The presented information exhibits the continuity of returns from the SMA, which 
ceased to operate in March 2020, into the SSCF.
4Aurelius, M. translated by Hammond, M., 2014. Meditations. Milton Keynes: Penguin Random House UK.
5Davidai, S. & Gilovich, T., 2016. The headwinds/tailwinds asymmetry: An availability bias in assessments of barriers and blessings. Journal of Personality and Social Psychology, 111(1), pp. 835-851.
6On the 30 June 2021 pre-distribution unit price of $1.28, the Fund distributed $0.16 per issued unit; equivalent to a 12.9% distribution yield.
7On the 30 June 2020 pre-distribution unit price of $1.27, the Fund distributed $0.21 per issued unit; equivalent to a 16.5% distribution yield.
8Other fees and expenses apply. Please refer to the Information Memorandum for the SSCF for further details.

SSCF3 MARKET

Average monthly return 1.5% 0.7%

Beta 0.79 1.00

Portfolio variance 5.6% 6.0%

Up-Market capture ratio 94.6% 100.0%

Down-Market capture ratio 49.1% 100.0%

OTHER KEY METRICS OF INVESTMENT STRATEGY3
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P O R T F O L I O  
C O N S T R U C T I O N
Where price movements allow, 

undervalued positions are 
entered.

Sector and industry agnostic, our investment strategy aims to identify 
undervalued equities through a methodical and agile approach, 

allowing Spatium Capital to focus on equities it believes will 
appreciate in the short-term.
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F I L T E R I N G
A five-factor relative valuations 
model is developed through 

the lens of various data sources 
and information outputs.

D A I L YD A I L Y

C L A S S I F I C A T I O N
The five-factor model outputs 

are classified into three 
categories; ‘undervalued’, 
‘investigate further’ and 

‘fair-valued’.
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Exit prices that are determined 
in Stage 1 float with movements 
in the underlying index until the 

position is ready to be sold.
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INVESTMENT STRATEGY

FUND CHARACTERISTICS

UNIT PRICE (AS AT 31 OCT. 2021) $1.16

FY2021 DISTRIBUTION YIELD6 12.9%

FY2020 DISTRIBUTION YIELD7 16.5%

SUGGESTED TIMEFRAME 5 to 7+ years

STRUCTURE Open-Ended Fund 

REDEMPTIONS Monthly

DISTRIBUTIONS Annually

STRATEGY INCEPTION3 1 July 2018

MANAGEMENT FEE8 1.25% per annum
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The Fund currently remains open to new investors.  
To set up a time to discuss with one of our team, please email us at contact@spatiumcapital.com

FIND OUT MORE
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