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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.

Asset Allocation by Market Cap

millions (M)

0-100M

o 7.1%

100-250 M
17.6%

250-500 M
23.6%

Performance

3 months

Fund Net Return* (Wholesale)A

ASX Small Ords Accumulation 2.8%

Benchmark 2.2%
Inception date: 24 April 2017

*Performance figures for more than 1 year are annualised.
*Net returns are after all fees, taxes, and costs

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.

Asset Allocation by Industry

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

Industry Weighting

Cash

Software & Services

Energy

Materials

Retailing

Commercial & Professional Services
Real Estate

Capital Goods

Health Care Equipment & Services
Diversified Financials

Technology Hardware & Equipment
Food Beverage & Tobacco
Consumer Services

6 months 3 Years 5Years

-15.5% 3.9%

-9.4% 9.2% 3.9%

-12.7% 16.5% 8.8%

4.7%
14.8%
12.4%
9.2%
5.4%
1.7%
8.5%
8.4%
9.7%
6.5%
3.9%
2.8%
3.7%

Inception Inception
p.a. Total

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
Mach7 Technologies Ltd M7T
RPMGlobal Holdings Ltd RUL
MMA Offshore Limited MRM
Lycopodium Limited LYL
Stanmore Resources Ltd SMR

Market Commentary

Global bonds ended the month flat with yields
rising mid-month but declining at month end. The
Australian dollar range traded and ended April
slightly weaker. Gold and oil were little changed.

One particularly noteworthy feature of the month
was the level of the Chicago Board Options
Exchange's CBOE Volatility Index (VIX), which fell
sharply during April, from around 20 to 15, the
lowest level of the year. The decline indicates that
investors are becoming less nervous about market
prospects.

Could the VIX’s fall be indicating complacency?
Over the last year, we have experienced an
unexpected rise in inflation and consequent rise in
official interest rates, a massive war in Eastern
Europe and growing geo-political tensions, an
energy crisis in Western Europe, and more recently,
a banking crisis.

A lot of these issues are beginning to resolve
themselves, perhaps accounting for the fall in the
VIX. Inflation is declining (albeit slowly), interest
rates are likely to be very close to peaking, the war
in Ukraine seems to have developed into a
stalemate, the energy crisis in Europe is over (for
the moment), and the banking crisis appears to
have been limited to a handful of poorly managed
banks.

Australian economic data

The ABS released the quarterly consumer price
index late in April, which confirmed a second
consecutive quarterly slowdown. The Reserve Bank
of Australia (RBA) would have closely assessed the
data in preparation for its next monetary policy
decision meeting held on May 2nd. The official cash
rate was increased by 0.25% following the meeting
as inflation remains “too high” according to the
RBA Governor.

While prices across goods and services have
continued to rise, the increases were smaller than
they have been in recent quarters, demonstrating
that the RBA’s desired slowdown is beginning to
take hold. The economy as a whole is proving
resilient with consumer spending and the jobs
market continuing to hold up. Another positive is
the residential housing market.

Australian house prices rose again in April suggesting the property price downturn
could be over.

The US

During April, Wall Street was buoyed by strong earnings results from both banks and
technology companies. More than half of the S&P 500 companies have reported first
quarter results so far and nearly 80% have reported earnings ahead of expectations,
according to FactSet, and 17% below. In a typical quarter, 66% of companies beat
estimates and 20% miss estimates. Over the past four quarters, 74% of companies
beat the estimates and 22% missed estimates.

In aggregate, companies are reporting earnings that are 8% above estimates, which
compares to a long-term average surprise factor of 4%. The earnings beats have
impressed investors. Perhaps corporate earnings resilience helps explain why the US
market has held up so well in the year to date, despite pessimism about an
impending recession.

Once again, the US debt ceiling is in the news. If the debt ceiling is reached, and the
US Treasury does not have the ability to pay its obligations, the negative economic
effects would be catastrophic and risk triggering a deep recession. The debt limit
caps the total amount of allowable outstanding US federal debt. Of course, the
raising of the debt limit is an exercise in the most partisan of political grandstanding,
and any reasonable legislator would pass the necessary bill, but the US is awash with
toxic politics and nothing should be taken for granted.

China

China’s economy expanded by 4.5% in the first quarter, comfortably beating the 4%
growth rate expected by economists. The rebound was led by increased
infrastructure investment, strong exports, rising property prices, and the biggest
monthly gain in retail sales since June 2021.

China’s consumers, while wary of big-ticket purchases like cars or apartments, are
spending again. While many factories are still running below capacity, exports are
strengthening. Even as construction of new housing has slowed, investment in
infrastructure and manufacturing remains robust.

Despite lingering pockets of economic weakness, China is recovering faster than
expected after the government lifted “Zero Covid” measures that had choked
growth. However, the latest data does reveal weakness in real estate construction,
private investment, and wage growth. That is a worry because housing fuels much
demand for raw materials. Nevertheless, it looks likely that China will meet or
exceed its 5% GDP growth target for 2023.

The stakes for the rest of the world are high. For most of the past two decades, China
has been the single largest engine of global growth. The International Monetary
Fund predicts that over the next 5 years (2023-2028), China will contribute 22% of
total world economic growth. Despite tensions with the United States, and
disagreements with Europe, China remains highly interdependent with both
economies at an uneasy time.
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Portfolio Commentary

Market backdrop Key themes during the month Looking Forward
April saw positive market performance across e Positive signs in domestic housing e Merger and acquisition activity
the board, as the Reserve Bank of Australia translated to strength in housing remains a focus.
(RBA) paused and economic data shifted exposed sectors. e The outlook for rates will be critical to
sentiment towards a soft-landing scenario. e China’s re-opening has driven returns bond and equity markets. The extent of
Small-cap stocks outperformed large-cap, with amongst Small Cap travel names during spending in May's Federal budget and
Small Ords up by +2.6% compared to ASX 100's the month. attention on the Fair Work
+1.7%. The Clime Smaller Companies Fund e Resource names provided their March Commission's minimum wage decision
benefited from the strong performance of small Quarter updates. will be the next domestic catalysts.
industrials, returning 2.47% in the month. e Lithium outperformed with Chilean e The pathway to a soft landing has
government intervention  boosting improved with moderating inflation
Australian  names and  improved and strong employment markets.
sentiment out of China. However, markets will require
e Newmont Corp increased their bid for continued evidence of inflation
Newcrest Mining which led to gold returning to central bank targets and
equities rallying broadly. not remaining elevated.

. . Portfolio
Positive Attributors Comment

Return

M7T had a positive quarterly update in late April, surpassing its full FY23 sales target already. Q4 is typically the

Mach7 largest period of cash receipts, so despite the negative cash flow in Q3, we are confident the company remains
Technologies Ltd. 15.0% cash flow positive for the full financial year. The company’s annual recurring revenue (ARR) is also increasing
(M7T.ASX) with management anticipating ARR will cover operating expenses sooner than expected. Overall, the

company's ability to meet its targets and grow its ARR is promising for its future success.

LYL contributed positively to portfolio performance over the month of April, following an upward revision to its

Lycopodium Limited FY23 net profict after tax guidance from $40 million at the 1H23 result to $45 million. The upgrade is due to the
23.2% Lo L e . ) . ,

(LYL.ASX) significant level of activity across the lithium, gold, copper, and uranium sectors. Our confidence in LYL’s

outlook is further underpinned by a strong study pipeline, a forward indicator for future contracts.

CTT saw positive share price momentum on the back of the ongoing recovery in global luxury spending. LVMH,
Cettire Ltd. 33.6% the French powerhouse considered a bellwether of luxury spending, nearly doubled analyst expectations with
(CTT.ASX) 070 strong results out of the US and China. Further, web analytics also show that CTT’s traffic statistics are

travelling much better than its bigger peer, Farfetch.

Portfolio

Negative Attributors Comment
Return

SMR saw some weakness during April, with the premium steel additive spot price coming off about 20% during
the month. Further, BHP is currently taking expressions of interest for two of its metallurgical mines in

Stanmore

Queensland, one of which shares a border with SMR’s mines. The bidding process is more competitive than
Resources Ltd -11.1% )

when SMR bought South Walker Creek from BHP, so the market may be cautious about the company
(SMR.ASX) overpaying. After speaking to management, we believe these fears are overstated, as they will maintain strong

financial discipline with any bid.

STG saw further selling pressure, despite a positive quarterly report posted at the end of the month. The

. company returned to positive free cashflow and has been successfully implementing its cost reduction

Straker Translations

-10.3% program. We believe there may be some fear in the market regarding recent artifical general intelligence
(AGI) advancements, however due to the commercial nature of STG's customers work, a human operator
will be required in the loop for some time yet.

Ltd. (STG.ASX)

RUL retraced -4% during April on no new news, but given our overweight position, it was one of our
-4.4% largest detractors to overall portfolio performance. We remain very confident in the outlook for RUL and
anticipate several large contracts to land in the near term.

RPMGlobal Holdings
Ltd (RUL.ASX)

[ . . o
Invest in people, who invest in you.
Ui C ‘ 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. You can access the Fund’s Target Market Determination here.
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