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 Industry Weighting 

Cash 8.1%
Software & Services 19.3%

Energy 9.9%

Health Care Equipment & Services 9.1%

Commercial & Professional Services 9.8%

Diversified Financials 4.9%

Materials 8.0%

Retailing 3.5%

Real Estate 6.2%

Technology Hardware & Equipment 4.8%

Consumer Services 2.7%

Capital Goods 8.6%
Telecommunication Services 1.9%

Food Beverage & Tobacco 3.1%

1 month 3 months 6 months 1 Year 2 Years 3 Years 5 Years
Inception

p.a.
Inception

Total

Fund Net Return* (Wholesale)^ 
 1.7% -2.9% -11.8% -32.7% -6.1% -0.1% 7.6% 8.7% 56.3%

ASX Small Ords Accumulation 0.6% -2.6% -6.1% -14.7% 5.1% 4.1% 6.9% 7.0% 43.8%

Benchmark 1.1% -3.9% -6.7% -8.5% 11.7% 10.2% 10.6% 10.5% 70.8%
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The Fund provides exposure to a portfolio of high
quality smaller Australian companies. Companies
outside the ASX200 typically have limited research
coverage and the lower levels of liquidity prevent
large institutions from meaningful participation in
this market segment. This results in a structurally
inefficient market that creates an opportunity to
deliver strong risk-adjusted total returns. 

The Clime Smaller Companies Fund (“Fund’) is a
concentrated portfolio comprised of high-quality
businesses outside the ASX200 at the time of initial
investment. The Fund invests in niche leaders that
have superior business economics, strong balance
sheets and significant growth prospects, provided
they are attractively priced relative to our assessed
value. 

 are seeking strong risk-adjusted total returns by
investing in a portfolio of high quality smaller 

have a minimum of 5 years to invest.

The Fund is designed for investors who:

Australian companies; and

The Fund is intended to be a high-risk investment.
Clime’s investment process seeks to mitigate risk by
acquiring a part share in a range of high quality
smaller companies whilst maintaining valuation
discipline. At all times, an allocation will be retained
in cash deposits in order to meet redemptions and
fund income distributions. The Fund may also
periodically hold market portfolio protection
instruments to hedge liquidity and market risk.

*Net returns are after all fees, taxes, and costs
^The returns shown above are reflective of the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with this investor class. 
Past results are not a reliable indicator of future performance and results.
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Fund Benefits

Asset Allocation by Industry 

Risk Management

Investor SuitabilityFund Facts

Performance

Asset Allocation by Market Cap 

100 - 250 M
13.4%

500+ M
43.6%

250 - 500 M
28.5%

CASH
8.1%



resilient during a slowdown 
have moderate or little debt 
sustainable margins 
are attractively priced using conservative forecasts. 

In Australia, the RBA raised rates for the fourth consecutive meeting with a
view to combat the soaring rate of inflation. The RBA is likely to follow the
Fed’s lead and will not shy away from introducing additional rate rises moving
forward. The most recent headline inflation (CPI) came in at 6.1%, well above
the 2%–3% target range. 

Wage growth and its potential impact on inflation remains a concern, even
though it is yet to manifest itself in the data. The public sector wage index
recorded growth, rising 2.4% over the year off the back of State and Federal
wage policies that were enforced in response to the pandemic. This is the
fourth consecutive quarter of growth for the public sector. 

We will observe the new Government’s jobs summit with interest and analyse
the potential impact on markets, sectors, and individual companies. The
unemployment rate of 3.4% is at its lowest level since August 1974. The
continued fall in unemployment reflects an increasingly tight labour market
with high job vacancies, ongoing labour shortages, and wage-price pressure.
As interest rates continue to rise as central banks attempt to combat inflation,
households will face increasing pricing pressure. Businesses are facing similar
issues with the cost of borrowing increasing and the operating costs of doing
business rising due to inflation. Most of these increases are being passed on in
the form of higher prices.

Australian retail sales for July were surprisingly robust, with ABS data showing
Australians spent a record $34.7 billion during the month – up 1.3% and above
forecasts of 0.3%. More impressive is that the retail figures are 16.5% up year
on year. Perhaps not surprisingly, clothing was up 52.6% over last year, as
people started venturing out from lockdowns and bought new clothes. The
figures will reassure both Government and the RBA that the consumer remains
alive and well despite rising interest rates – at least so far. 

Although the current macro backdrop is broadly unfriendly for markets, that
does not mean one should avoid equities – it means one should be selective in
choosing companies that are likely to be: 

The best companies emerge from economic slowdowns with greater strength
as they take market share from faltering competitors.

 

Markets continued to drift higher throughout the first half of August but lost
much of its ground on the back of Powell's Jackson Hole comments that the
Fed will continue tightening policy until it is confident inflation is returned to
target. The Small Ords ended up +0.3% over the month, underperforming the 
AX200 at +0.6% and meaningfully underperforming the emerging companies
index which was up 1.6%

The Australian market as a whole continued to be a relative outperformer
globally, with the S&P 500 -4.2%, Euro Stoxx -5.1% and the FTSE down -1.9%.
Japan’s Topix was the best performing market, rallying +1.2%. Elsewhere, the
AUD retraced against the USD by 2.0% over the month to 68c as the iron ore
price plunged by 11.4% back to $100/t. The AUD & USD 10yr yields both rose by
over 50 basis points over the month to 3.6% and 3.1% respectively, after
falling significantly in July.

The ASX reporting season has now ended and it was relatively positive with
roughly twice as many companies surprising to the upside relative to those
disappointing. 

Market Commentary

While share markets were volatile during August,
most generally rose for the first half of the month as
markets continued to rally post the mid-June lows,
but then sold off late in the month as monetary
tightening concerns increased. The net result was
that most markets ended August close to where
they began. 

In the last days of August, US Federal Reserve (Fed)
Chair Jerome Powell’s speech at Jackson Hole
roiled US markets and reverberated across the rest
of the developed world in the days that followed.
Powell said we should expect more tightening and
emphasized the necessity of a "sustained period of
below-trend growth" in order to combat inflation
and prevent the risks of high inflation becoming
entrenched. Powell was as emphatic as he could be,
and made it clear the Fed was determined to ensure
markets understood that inflation is going to be
crushed, even if it means recession. 

Although both the US and Australian reporting
seasons ended better than expected, with markets
generally reassured that revenue and margin
worries were in many cases overblown, we remain
wary. In Australia the winning sectors for the ASX
200 over the last 6 months included Energy
(+22.7%), Utilities (+11.0%) and Health Care (+8.7%)
whilst the losing sectors were REITs (–10.0%),
Materials (–5.3%), IT (–5.0%).

Markets are generally factoring in only mild
declines in forecast corporate earnings, whereas we
anticipate that further downgrades are ahead of us.
For the rest of the year, we expect volatility to
continue as corporate earnings forecasts are
recalibrated to account for tighter monetary
conditions and weaker growth. 

Commodity prices have been particularly volatile
over the last few months. The standout performer
has been natural gas in Europe, which has risen
spectacularly, creating an energy crisis for Germany
in particular. Russia has used its exports of natural
gas to pressure North Atlantic Treaty Organization
(NATO) members to destabilise Western Europe’s
support for Ukraine. We anticipate recession in
many European countries as a consequence of the
energy crisis. 
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Top 5 Stock Holdings

Company ASX

Straker Translations STG

Lycopodium LYL

Mach7 Technologies M7T

Navigator Global Investments NGI

RPMGlobal Holdings RUL

Portfolio Commentary    



All statistics referenced are sourced from the named Company’s ASX announcements or share prices unless otherwise stated.

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the Clime Smaller Companies Fund. Equity Trustees is a subsidiary of EQT Holdings Limited (ABN
22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). 

This publication has been prepared by Clime Asset Management Pty Limited ABN 72 098 420 770, AFSL 221146, to provide you with general information only. In preparing this report, we did not take into
account the investment objectives, financial situation or particular needs of any particular person. 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. Neither Clime Asset Management Pty Ltd, Equity Trustees nor any of its related parties, their employees or directors, provide any warranty of accuracy or reliability in
relation to such information or accepts any liability to any person who relies on it. Past performance should not be taken as an indicator of future performance. You should obtain a copy of the Product
Disclosure Statement before making a decision about whether to invest in this product. You can access the Fund’s Target Market Determination here.

Invest in people, who invest in you.
Client Services 1300 788 568 | info@clime.com.au | clime.com.au 
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Portfolio Commentary Cont.   

Stock performance on reporting days was positively
correlated with forward guidance, which as
expected, grappled with cost pressures from tight
labour markets, supply chain disruption and
increasing operating expenditure requirements.
Companies that proved they could pass on cost
pressures to customers outperformed.
 
Despite ongoing volatility in commodities, the Small
Resources driven by strength in Lithium and battery
materials outperformed the Small Industrials. The
Small Resources and Small Industrials performed
broadly in line with the ASX 100 Resources & ASX
100 Industrials respectively. Financials and mining
services were areas of strength and Consumer
Discretionary results were largely better than feared
although the market did question the elevated
levels of inventory held by some retailers, such as
the likes of CCX. 
 
Higher debt costs impacted the Real Estate
segment, which drove weaker guidance across the
sector. AREITS with stronger capital positions and
solid hedging profiles performed best. Elsewhere
volatility persisted for technology companies over
the month. 

M&A activity also remained elevated, examples
being TGR, MLD, NEA, EQT/AET. 

Portfolio Commentary Cont.   


 Contributors Comment

Straker Translations
(STG) 25.3%

Whilst it was an operationally quiet month for STG, we note that
the company's quarterly report at the end of July showed
continued operating momentum within the business. With
revenue up 8% since the previous quarter, it is a decent way to
achieving management's 20% FY guidance. 

Core Lithium Ltd
(CXO) 21.3%

CXO's positive August return was aided by tightness in the global
supply of lithium which kept the metals price resilient and at
record high levels. Lithium prices were additionally supported by
continued strength in electric vehicle sales despite global
economic uncertainty. 

Ridley Corporation
Ltd (RIC) 23.0%

RIC's share price appreciated strongly over August thanks to a
stellar FY22 result which saw EBITDA grow by 16% over the prior
year. The company's strong operating performance allowed them
to further deleverage their balance sheet, double the final
dividend and simultaneously announce a $20 million buyback. We
believe under CEO Quinton Hilderbrand, RIC will be able to
execute as they expect in FY23, that is to grow earnings and
improve cashflow. 


 Detractors Comment

Navigator  Global
Investment s (NGI)
-12.8%

NGI reported its financial year results late in August, with earnings
coming ahead of the company's guidance. NGI has made a
number of significant transactions in recent years, most recently
in Invictus Capital, and the successful integration of these should
see shareholder returns markedly improve.

Eroad  Limited (ERD)
-30.3%

This small portfolio position has traded lower on relatively low
volumes. ERD continues to present a compelling sum-of-the-parts
valuation with the market cap.

Hansen 
 Technologies (HSN)
-13.2%

HSN was weaker following its FY22 result and FY23 outlook.
Although management expect a solid 30% EBITDA margin in FY23,
that was less than the market had anticipated. We had reduced
the position ahead of the result in anticipation of this, as we felt
the share price would demand a meaningful beat to trade
positively post result announcement. HSN remains a long-term
conviction call due to its predictable revenues, very little debt,
strong cashflows, and plenty of opportunities to expand its
product offering to existing clients. 

https://www.eqt.com.au/corporates-and-fund-managers/fund-managers/institutional-funds/institutional-fund-manager?f=781700f4-542a-4d16-86ec-9ba78ec02843

