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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
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Asset Allocation by Industry

Industry Weighting

Cash 1.7%
12.2%
12.7%
6.0%
1.7%
7.6%
9.9%
9.2%
10.5%
5.8%
6.5%
3.6%
6.5%

Asset Allocation by Market Cap

millions (M)

0-100M
8.1%

Software & Services
Energy

100-250 M Materials

18.7% Retailing

Commercial & Professional Services
Real Estate

Capital Goods

Health Care Equipment & Services

250-500 M
11.6% Diversified Financials

Technology Hardware & Equipment

Food Beverage & Tobacco

Consumer Services

Performance

Inception Inception

5Years
p.a. Total

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

Fund Net Return* (Wholesale)A -1.6% 3.4% 3.0% 3.1% -19.0% -4.7% 2.1% 6.32% 48.37%

ASX Small Ords Accumulation -4.0% -1.9% -2.5% 6.8% -9.0% 2.6% 1.6% 4.9% 36.5%

Benchmark -4.5% -3.6% -5.0% 1.9% -9.9% 5.1% 6.4% 7.1% 55.8%

#Blended benchmark comprising 50% S&P/ASX Small Ordinaries Accumulation Index and 50% S&P/ASX Emerging Companies Accumulation Index.

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
Audinate Group Ltd. AD8
Cettire Ltd. CTT
Mach7 Technologies Ltd. M7T
RPMGlobal Holdings Ltd RUL

Stanmore Resources Ltd SMR

Market Commentary

September proved to be a reality check on markets,
prompting reflection on the implications of a more
robust US economy. This included the realisation of
a slower decline in inflation and an extended period
of elevated cash rates. Consequently, bond markets
underwent a noticeable recalibration, marked by a
surge in yields to cycle highs.

2022 was a difficult year for investors as the
diversification benefit of fixed income in portfolios
failed to provide necessary protection. September
was a haunting reminder of this. In 2022, rising
rates and inflation negatively affected bond yields.
In 2023, despite falling inflation and deteriorating
economic data, concerns persist that central banks
will maintain elevated rates, particularly in
Australia, the US, and Europe, with a likely cash
rate decrease not anticipated until H2 2024 due to
slower declining inflation. This represents a notable
shift in market expectations compared to previous
months. Further to bond market woes, the US fiscal
situation raises concerns with a looming
government shutdown and the growing debt pile,
hinting at increased Treasury issuance.

While commodity prices, particularly oil, rose due
to supply restrictions and improved demand, they
pose a risk to consumers and inflation.

A soft U.S. economic landing is becoming
consensus, but not without market risks, offering
opportunities for active investors as divergence in
global growth and asset valuations persists. The
reset in bond yields may position fixed income as a
diversifier if weaker growth helps curb inflation.

The current financial landscape is characterised by
elevated interest rates, posing challenges for
businesses and households with the highest
borrowing costs in 15 years. Furthermore, there are
clear indications of a global economic slowdown,
particularly in Europe's manufacturing and services
sectors, which may suggest a broader economic
deceleration. Adding complexity are ongoing
geopolitical issues, including the Russia-Ukraine
conflict and recent Israel-Hamas tensions.

Given this challenging backdrop, caution is
warranted.

Portfolio Commentary

Market backdrop

The Australian market continued to slide in September with the Small Ords returning
-4.7%. The disconnect between equity and bond markets widened as both the USD
and AUD 10-year yields increased closing the month at around 4.54% and 4.48%,
respectively. The USD continued to strengthen with the AUD/USD closing lower at
$0.6435. Brent crude surged +9.8% which weighed on concerns that inflation could
spike further.

Domestically, employment data remained strong, with +65,000 jobs added in August
(versus consensus expectations of +25,000) although the unemployment rate held at
3.7% due to a stronger participation rate. The underutilisation rate, which is the
number of people unemployed and underemployed, expressed as a percentage of
the labour force, has grown to 10.2%, which may suggest weaker underlying
employment is starting to emerge.

Key Themes
-There was strong outperformance in energy across oil and gas, uranium and coal
names.
e *EU gas field supply concerns and OPEC supply deficit forecasts drove oil and
gas names higher.
e *Increased momentum in nuclear energy saw uranium names move higher.

-Resource sectors displayed mixed performance.

e *lron Ore names were mixed, impacted by uncertainty remains over China's
macro backdrop.

e *Gold prices weakened in response to a more hawkish stance from the US
Federal Reserve.

e *Lithium prices continued to decline, influenced by reduced demand signals
from China, negatively affecting the Spodumene price.

-Premier Investment (ASX: PMV) and Myer (ASX: MYR), considered retail indicators,
released results indicating a weakening consumer sentiment, albeit not as severe as
initially feared.

-REITs experienced a particularly challenging September with a 9% decline,
attributed to rising interest rates impacting capitalisation rate valuations and
increased concerns about leverage.

-Corporate activity showed signs of resurgence.

Looking Forward

In October, the attention of investors will be focused on the September quarter
resource updates. This will help us understand the persistent effects of cost inflation
on capital expenditures and production levels.

Next month is also when Australian Annual General Meetings (AGMs) will take place,
which should be more important than usual because they provide valuable
information about how businesses are doing. As we move ahead, it's crucial to keep
an eye on China's economy and whether there will be any stimulus measures. Also,
we'll be paying close attention to reports about how well consumers in the US are
doing, and we're waiting for US companies' quarterly reports to get insights into
this.
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Portfolio Commentary

Portfolio

Comment
Return

SMR performed strongly in September as the supply constained metallurgical coal price rallied. SMR's balance
Stanmore Resources 27 6% sheet is healthy with a net cash position offering options for dividends or potentially acquiring BHP's Daunia
Ltd (SMR) 070 mine. Post our recent site visit to the Poitrel and South Walker Creek mines in Sepember, we continue to see

value in SMR's strategic assets, growth optionality and the quality of the management team.

MT7T had a choppy September, bookended by two positive news releases. The month began on a high due to a

Mach7 Technologies set of solid FY23 results on the last day of August. However, the stock traded down with the broader market
1.9% . . . .

Ltd. (M7T) until the penultimate day, when the group announced a re-contract agreement with a large existing Hong
Kong client worth $15.3 million in TCV for 5-years, which sent the share price higher.
There was no new news from CTT during September, yet the stock climbed 5% in a weak market. We are
comforted by the groups growth rate, and the level of cash generation achieved in the recent set of FY23
results. We are particualry excited about the expansion into new and existing geographies, further cementing
CTT's position in the growing luxury retail sector.

Cettire Ltd. (CTT) 5.1%

Portfolio

Negative Attributors Comment
Return

STG sold off in September on no news, so we were pleased to see the group announce a buyback of up to 5%
of shares on issue. We agree with the boards sentiment that the share price does not accurately reflect the
value of the business. STG has a large cash balance, with no debt, generating positive cash flow. The buyback
will commence after the interim result on 28 Novemeber 2023.

Straker Ltd (STG) -17.5%

No company specific news caused the CXL share price to fall as much as it has. However, given the longer
duration of the investment, it is more susceptible to increasing interest rates, hence why we had limited the
size of the position in the portfolio. We remain positive on the growth story. We are particularly excited by the

Calix Ltd. (CXL) -26.6% Leilac division which is currently being commercialised. CXL's technology has proven to be the cheapest and
most effective process for CO2 capture in the cement manufacturing sector. During the month we gained
further confidence in the commerciality of the lithium salt project joint venture with PLS, following a
discussion with industry insiders

There was no company specific news responsible for the RUL price decline. However, given the company’s
growth prospects, it trades on a higher valuation multiple which was not the flavour of the month in a weak

-8.8% market. Management have subsequently provided a positive trading update in early October, increasing the
earnings before income tax and depreciation guidance range by $1 million at the mid-point. Conversations
with management gives us confidence in the outlook for software sales in Q2.

RPMGlobal Holdings
Ltd (RUL)

Sy ° Invest in people, who invest in you.
wie @

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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