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Fund Facts

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.

Fund Benefits

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.

Investor Suitability

The Fund is designed for investors who:
e are seeking strong risk-adjusted total returns by
investing in a portfolio of high quality smaller
Australian companies; and
e have a minimum of 5 years to invest.

Risk Management

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.

Will Riggall
Chief Investment Officer

Ronni Chalmers

Portfolio Manager
All Cap Australian Equities

Gareth Abernethy
Investment Analyst /
Head of Dealing

Hugo De Vries
Investment Analyst

Asset Allocation by Industry

Industry Weighting

Cash 2.1%
14.8%
12.5%
7.8%
7.6%
8.1%
9.6%
8.9%
10.6%
5.9%
4.0%

Asset Allocation by Market Cap

millions (M)

0-100M
7.7%

Software & Services
Energy

100 - 250 M Materials

20.8% Retailing

Commercial & Professional Services
Real Estate

Capital Goods

Health Care Equipment & Services

250-500 M
18.9% Diversified Financials

Technology Hardware & Equipment

Food Beverage & Tobacco

Consumer Services

Performance

Inception Inception

1Year
p.a. Total

3 months 6 months 2Years 3 Years 5Years

Fund Net Return* (Wholesale)” 3.8% -20.2% 2.7%

ASX Small Ords Accumulation 0.0% 1.3% 5.2% 2.3%

Benchmark 1.3% 0.6% 10.9% 7.7%

Inception date: 24 April 2017

*Performance figures for more than 1 year are annualised.

*Net returns are after all fees, taxes, and costs

AThe 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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Top 5 Stock Holdings

Company ASX
Cettire Ltd CTT
Lycopodium Ltd LYL
Mach?7 Technologies Ltd M7T
MMA Offshore Ltd MRM
RPMGlobal Holdings Ltd RUL

Market Commentary

With the uncertainty in global investment markets,
and central banks pushing rates ever higher, many
would be surprised that global equities managed to
rise by 12% since the start of 2023 according to
Reuters. Global markets ended June stronger
despite concerns that persistent inflation would
mean interest rates remain higher for longer.

The ASX 200 Accumulation Index rose by 1.6% in
June and 0.4% for the quarter. In the US, major
indexes were higher across the board and European
markets were likewise stronger. Japan’s Nikkei 225
was up 7.6% over the month, already having best
year in a decade.

Global bonds ended June slightly weaker with
yields rising and prices falling. The Australian 10-
year bond rose from 3.6% to 4.0% on expectations
underlying inflation would be stickier than earlier
anticipated. The AUD range traded and ended June
largely flat, after spiking mid-month. Gold and oil
were both slightly weaker.

The Chicago Board Options Exchange's CBOE
Volatility Index (VIX) remained well under 20,
indicating that investors are becoming more
relaxed about market prospects as the year
progresses. Stronger than expected US corporate
earnings, robust consumer spending and labour
data have pushed out expectations of recession or
improved the likelihood that any recession is likely
to be mild.

During typical global recessions, all areas of the
economy (manufacturing,  services, retail,
construction and trade) tend to decline
simultaneously. Yet over much of the past year,
only manufacturing and trade appeared to be in
recession, according to indicators such as industrial
production, trade volumes, jobs growth by industry
and surveys of purchasing managers.

The change from shortages to surpluses in the
global market for goods that took place in mid-2022
may now be shifting to the global labour market of
2023. It would not surprise us to see rising
unemployment data over the next few months as
high interest rates start to bite.

Lending conditions will also contribute to a weaker jobs outlook. There is a clear
relationship between banks' lending standards and labour market growth. The
magnitude of the recent tightening in lending standards from banks in the US,
Australia and Europe points to a potential shift from job growth to job contraction in
the coming quarters.

While there continues to be a downward trend in inflation, core inflationary
measures remain stickier than central banks would like, meaning there may be one
or two rate rises still to come. Signs of a slowing economy and declining inflation
would allow a pause, meaning that markets would be able to shift attention from
rising rates to the resumption of growth.

2H Outlook

The second half of 2023 may present fewer negative surprises, with global central
banks moving toward a pause on rates, bank stress stabilising, and signs of US-China
tensions cooling. Yet the robust performance by global share markets' double-digit
returns in the first half may already reflect expectations of the end of rate rises and
the economic slowdown. Stocks might have trouble matching those gains in the
second half if weakness spreads into services industries even as inflation and labour
market growth eases.

Portfolio Commentary

Australian markets experienced relatively calm conditions with the Small Ordinaries
Index down -0.30%, slightly underperforming the ASX 100 return of +1.8% for the
second consecutive month. The Clime Smaller Companies Fund returned 1.3%.

While stronger leads from overseas markets provided some support, mixed signals
continue to emerge, with unemployment declining but evidence of consumer
weakness appearing through listed company updates. The US Federal Reserve
paused in June as did the Reserve Bank of Australia early in July. Both indicating the
possibility that further rate hikes are still on the cards. New Zealand entered a
recession with negative GDP growth.

Bond yields continued to rise as markets re-evaluated central bank trajectories and
increasingly believed that interest rates would remain elevated for a longer period.

Key Themes

The consumer discretionary sector faced challenges due to decreasing spending
intentions and rising costs in essential categories. Brokers downgraded their
earnings forecasts for these stocks, expecting weaker margins.

Small resources underperformed, reflecting a bearish outlook on China's property
market.

Revaluations of real estate investment trusts (REITs) led to downgrades in sector
earnings, while corporate activity picked up with spin-offs, equity raisings, and
mergers and acquisitions (M&A).

Looking Forward

The outlook for interest rates will play a crucial role as inflation continues to
moderate. Central banks globally will seek evidence of easing core inflation.
Achieving a soft landing will be essential in the face of weaker consumer sentiment
and deteriorating household budgets.

Key factors we will continue to watch include the trajectory of interest rates,
inflation trends, consumer sentiment, and the impact on corporate earnings.
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Portfolio Commentary

Portfolio

Comment
Return

CTT continued its recent share price run in June, up nearly 50%. Interestingly, the company had no new
financial releases in the month, rather, we believe the re-rate was on the back of a funds management/broker
education session the company organised to help promote CTT to market participants. The company

1 0,
Cettire Ltd (CTT) 44.0% highlighted the immense growth rates it was achieving whilst staying profitable and shed light on the fact that
all of their major website, payment, logistics and customs systems were built inhouse. We continue to assess
CTT’s value well north of the current share price, so it remains one of the largest positions in the fund.
MTT saw strong returns in June, joining a broad-based tech rally led by the S&P500. We understand the
Mach7 Technologies company has a number of tenders it is working of which should be decided on during H1 FY2024. Further, we

12.7% expect an update on a lawsuit brought against M7T, which was previously dismissed, to also reach a
conclusion in the coming months. M7t will publish its upcoming June quarter results before the end of July,
which we believe should show significant cashflows due to the billing cycle of many of its hospital clients.

Ltd (M7T)

Aged care operator EHE surged +18% over June to 4-year highs after Bain raised its takeover offer from $3.00
to $3.20 per share, a 50% premium to the pre-takeover close. In our view the increased bid is fair as

18.4% government funding has de-risked the thesis. We are further comforted by industry feedback from unlisted
peers who say occupancy and conditions for operators are improving. Although it would be a negative for the
share price if Bain were to walk, we would be comfortable holding EHE going forward.

Estia Health Ltd
(EHE)

Portfolio

Negative Attributors Comment
Return

We think consensus expectations for PPE are wrong to price in such substantial earnings declines in FY24.
Peoplein Limited While the economic slowdown, as well as the political contention surrounding labour hire are headwinds, we
-18.7% . e . . .
(PPE) think high immigration, and a recovery in the Health & Community segment will see management grow
earnings this FY. We think PPE presents compelling value at current levels.
JLG dropped -16.2% in June on the back of an upgrade that missed expectations. The upgrade was driven by a
strong 2H23 catastrophe activity which was partially offset by increasing losses within commercial
-16.2% construction and a bad debt write-off relating to Porter Davis exposure within JLG’s core Insurance Building
and Restoration Services (IB&RS) division. JLG has a strong track record, and a large pipeline of work that
gives investors strong earning visibility. We think the current share price represents compelling value.

Johns Lyng Group
Ltd (JLG)

BCB went into a trading halt at the beginning of June to raise $50 million of new capital, in what was a
deviation from previous management plans for the up ramp of its mining operations. Whilst there was much
Bowen Coking Coal 28.9% given to the rationale of the raising and accelerating production, the previous messaging from management
Ltd (BCB) ’ combined with the timing of the raise on the back of a sliding metallurgical coal price led this to be a value
destructive raise. We see better value elsewhere in the space and with our existing holding in Stanmore
Resources (SMR.ASX), we exited our BCB position immediately after the halt was lifted.

Sy ° Invest in people, who invest in you.
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Client Services 1300 788 568 | info@clime.com.au | clime.com.au

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 (ARSN: 633 254 654). 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.

Clime Smaller Companies Fund's Target Market Determination is available here. A Target Market Determination describes who this financial product is likely to be appropriate for (i.e. the target market),
and any conditions around how the product can be distributed to investors. It also describes the events or circumstances where the Target Market Determination for this financial product may need to be
reviewed.
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