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 Industry Weighting 

Cash 4.5%
Software & Services 17.1%

Energy 12.3%

Commercial & Professional Services 9.4%

Materials 8.7%

Retailing 8.3%

Diversified Financials 7.8%

Capital Goods 7.6%

Real Estate 7.3%

Health Care Equipment & Services 6.4%

Technology Hardware & Equipment 4.4%
Food Beverage & Tobacco 3.4%

Consumer Services 2.8%

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

p.a.
Inception

Total

Fund Net Return* (Wholesale)^ 
 -3.2% 3.8% 8.0% -30.4% -11.6% -4.0% 4.9% 7.3% 49.4%

ASX Small Ords Accumulation -3.7% 7.5% 7.0% -18.4% -2.3% 1.4% 2.9% 5.7% 37.3%

Benchmark -3.6% 5.1% 7.4% -20.3% 1.7% 7.0% 8.5% 8.7% 60.6%
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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.

Inception date: 24 April 2017
*Performance figures for more than 1 year are annualised. 
*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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100 - 250 M
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an easing in supply chain constraints; 
a peak in rental inflation; 
slower wage growth and; 
an increase in the unemployment rate.

Mortgage rates will rise, which will drag down residential property, but the
good news is that Australian export income should continue to be buoyed by
sustained commodity prices and agricultural exports.
 
There are solid reasons to expect that Australian corporate earnings will
remain relatively robust and outperform the rest of the world. The return of
tourists and students, boosted by a still low AUD (Australian Dollars), will
provide welcome growth. Australian earnings are on track for moderate
growth in the current financial year, higher than forecasts for the rest of the
world, because of high commodity prices. 

This does not mean there is no earnings risk in the Australian economy. Some
slowdown is inevitable, particularly in those sectors most vulnerable to rising
interest rates (such as discretionary consumption and housing). However, the
impact on overall earnings should be mitigated by positive factors noted
above. 

2023 Outlook 

Globally, we expect annual average GDP growth to slow to around 2.0% in
2023, reflecting drags from tighter financial conditions, the energy crisis in
Europe, and the property and COVID-related downturn in China and
elsewhere. We think the peak in global inflation is behind us, and that the
combination of a moderation in demand growth, improvements in goods
supply, and tighter monetary policy will be sufficient to bring inflation back
toward central banks' targets over the next two years. 

In the US, we expect GDP growth to slow to around 1.5% in 2023, reflecting
higher interest rates. We see risk of a mild recession over the next year due to
continued labour market rebalancing and monetary policy tightening. We
expect inflation to decline significantly to around 3.0% by end-2023, reflecting: 

 
We expect the US Federal Reserve (Fed) to deliver 0.25% rate hikes in February
and March, for a terminal rate of around 5.0%, before pausing to wait and
watch for the impact on the data as it feeds through the system. 

In the Euro area, we expect a recession driven by continued significant oil and
gas supply disruptions because of the war in Ukraine and slowing growth
momentum. We expect headline inflation to fall to around 4.0% in December
2023. The European Central Bank is likely to lift rates further in February and
March, to reach a terminal rate of around 3.0% or 3.25%. 

In China, we expect full-year real GDP growth of between 2.5% and 3.0% in
2022 before accelerating to a sharp recovery of around 5.0% in 2023. Driven by
China’s rapid reopening and heavily weighted towards the second half of the
year. 

All forecasts are inherently problematic as we do not really know what the
future holds. However deeply we study the data and workshop the various
scenarios. With that said, we can confidently say that market valuations are far
more attractive than they were a year ago, and that the prevailing lack of
confidence amongst investors is often a good sign that markets are in a
bottoming process. 

We remain confident that solid profitable businesses that benefit from
inflation and moderate economic growth will continue to do well. Similarly,
premium real estate continues to provide attractive returns. 

Market Commentary

Global share markets ended December lower,
capping off a difficult 2022. The MSCI World Index
was up 4.1% for the quarter ending 31 December
2022 but was down approximately -12.2% for the
year, the worst annual performance since 2008. The
ASX 200 Accumulation Index fell by -3.2% in the
month of December, gained 9.4% in the quarter,
and ended the year with a loss of -1.1%, solid
outcome for domestic investors. 

With greater certainty that central banks are
committed to confronting inflation, interest rates
rose across the term structure. Global bonds
endured a wave of selling, and US Treasuries fell
sharply in price, with yields on benchmark 10-year
Treasuries rising from about 1.5% a year ago to end
2022 at around 3.9%. Australian 10-year bond yields
rose from around 2% to 4%. After trading in a wide
range over 2022, from a high of USD0.76 to a low of
USD0.62, the Australian dollar ended the year at
USD0.68. 

The intensity of the year’s market swings highlights
the scale of change faced by global investors, who
had grown accustomed to ultra-low interest rates
for far too long. Higher interest rates reduce the
appeal of holding assets such as shares, property,
and riskier debt because investors are able to earn
better returns in cash or “safe” assets such as
government bonds. Since higher rates make
borrowing more expensive, they also tend to place
pressure on the broader economy by tightening
financial conditions for individuals, companies, and
businesses. 

The pace of global economic growth is slowing,
although regional differences are apparent. While
sectors such as tourism and travel are enjoying a
rebound following pandemic lockdowns, other
sectors are struggling to cope with rising interest
rates, such as the housing market. 

Australia’s prospects 

We do not expect rate rises in Australia to unduly
stifle growth, and therefore do not anticipate a
domestic recession.  We think that inflation has
peaked, and that it will retreat to more moderate
levels over 2023, and that cash rates will reach a
“terminal rate” of around 4.0% to 5.0%.
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Top 5 Stock Holdings

Company ASX

Hansen Technologies HSN

Lycopodium LYL

Mach7 Technologies M7T

RPM Global RUL

Straker Translations STG



Portfolio Commentary 

Portfolio positioning will remain defensive, with
capital directed to stocks with strong balance
sheets and defensive recurring revenue. 
Avoiding the downgrades in February’s
reporting season will be the largest determinant
of relative outperformance. We expect
downgraded stocks to be sold further on the
news.  
Some early feedback from retailers suggests
mixed holiday trading and softer Boxing Day
sales, but potentially a more significant pull
forward from November “Black Friday” sales. 
Following the peak of inflation, Australian
equity markets typically rally in successive 12
months, which is likely to reward bottom-up
fundamentalists. 

Market backdrop 

Reviewing the December quarter, it appeared the
Santa rally came early with a strong November
being followed by weaker markets in December as
markets grappled with inflation pressures and
global monetary policy tightening. US Nonfarm
payrolls in December did not help, coming in hotter
than anticipated, leaving markets to expect a
further delay to a potential Fed pivot.  

For the month of December, the Small Ords –4.0%
and the ASX100 –3.4% retraced some of the strong
gains achieved in the beginning of the quarter. Yet,
quarterly returns remained positive for the two
indices at +7.0% and +8.7% respectively. The strong
quarter brought welcome news, capping off a
challenging 12 months, where the Small Ords
finished down –21.0% in calendar year 22 versus the
ASX100 which was down –4.0%. 

2022 was a year marred by the human tragedy of the
ongoing Russia-Ukraine War. The war played a big
part in global markets, sending shockwaves across
supply chains, resulting in surging energy prices and
disrupted commodity supply chains. This disruption
saw energy as the only S&P sector to finish the year
in green which it did by a significant margin.  

In December Small Resources returned -4.7%
underperforming Small Industrials which returned
-3.7%. Commodity volatility weighed as China re-
opens, sending Iron Ore up +18.5% in the month. On
the contrary lithium players retraced gains in
December, primarily due to a pullback in lithium
benchmark prices amid concerns of the
sustainability of electric vehicle demand and
weaker battery supply chain destocking,
particularly out of China.  

Looking forward  



Positive
Attributors

Portfolio
Return

Comment

MMA Offshore Ltd
(MRM)

38.4%

MRM had a very positive trading update in Dec, with
earnings far higher than expected thanks to strong vessel
utilisation rates, which are a core driver of earnings. Vessel
utilisation rates for 1H23 came in at 82%, compared to
66% in 1H22 and 73% for the full year FY22. As a result, the
group upped 1H23 EBITDA guidance from 'above $18m ' to
$30-$32m. The upgrade further improves the strong
balance sheet position, we see potential for buybacks or
asset acquisitions. The outlook for MRM is very positive
and we remain holders at current levels. 

Packform Unit
Trust

52.0%

Packform is an unlisted pre-IPO vehicle which the CSCF
invested into in late 2021. The company operates a
profitable marketplace specialising in mid-tier packaging
companies in the US. Packform was approached by a US
private equity firm in December to buy 10% of the
company at around 50% higher than our original
investment price. 

RPMGlobal
Holdings Ltd (RUL)

15.1%

RUL continued to perform this quarter with further
contract expansions and new customer wins in its AMT
software as well as a strong performance from its advisory
division. Given the continuing strength in commodity
prices, miners are expected to continue to open their
wallets this year, boding well for RUL. 



Negative
Attributors

Portfolio
Return

Comment

Straker
Translations Ltd
(STG)

-8.3%

STG saw its share price pull back during the quarter,
reflecting general weakness in the small tech space. After
recent communication with the company’s management,
we remain positive on the business’ current trajectory. On
its current revenue and costs path, the operating business
should be on the cusp of a significant cashflow inflection.
The certainty of a strong balance sheet giving us some
near/mid term comfort.

PEXA Group Ltd
(PXA)

-11.6%

PXA sold off during the quarter on the back of low
property listing volumes. We have already accounted
for softer listing volumes in our valuation, and think the
market is missing the extent of the UK growth story
which is showing promising initial signs. We retain our
high conviction in the outlook for PXA over the medium
and long term, despite some concerns about volumes
in the near term. 

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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