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Your Smaller
Companies Fund

Markets had a very strong month in November, largely driven

by the belief that inflation has been falling slightly faster

than expectations, bond market yields have likely peaked,

and that interest rate rises are probably over.



millions (M)

0 - 100 M
9.1%

Industry Weighting 

Cash 2.2%
Software & Services 8.5%

Energy 13.3%

Materials 6.7%

Retailing 7.4%

Commercial & Professional Services 7.7%

Real Estate 10.8%

Capital Goods 9.7%

Health Care Equipment & Services 6.6%

Diversified Financials 7.7%

Technology Hardware & Equipment 7.2%

Food Beverage & Tobacco 2.9%

Consumer Services 9.2%

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

p.a.
Inception

Total

Fund Net Return* (Wholesale)^ 9.1% 0.4% 6.8% -1.8% -15.3% -6.4% 3.5% 6.5% 51.5%

ASX Small Ords Accumulation 7.0% -2.9% -0.7% -3.2% -8.8% -0.5% 4.0% 5.0% 38.1%

Benchmark 5.3% -4.4% -2.3% -6.4% -10.8% 1.0% 6.0% 7.0% 56.0%
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Hugo De Vries
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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. 

The Fund is designed for investors who:
 are seeking strong risk-adjusted total returns by
investing in a portfolio of high quality smaller 

Australian companies; and
have a minimum of 5 years to invest.

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.

About your Smaller
Companies Fund

Fund Benefits

Asset Allocation by Industry 

Risk Management

Investor SuitabilityFund Facts

Performance

Asset Allocation by Market Cap 

100 - 250 M
17.9%

500+ M
61.6%

250 - 500 M
12.3%

CASH
2.2%

#Blended benchmark comprising 50% S&P/ASX Small Ordinaries Accumulation Index and 50% S&P/ASX Emerging Companies Accumulation Index.
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Top 5 Stock Holdings

Company ASX

Audinate Group Ltd AD8

Mach7 Technologies Ltd M7T

MMA Offshore Limited MRM

RPMGlobal Holdings Ltd RUL

Stanmore Resources Ltd SMR

Market Backdrop

After three months of underperformance, the S&P/ASX Small Ordinaries index (XSO)
roared back to life in November closing up +6.9%, outperforming the broader market
as bond yields fell and AGM trading updates painted a resilient outlook for corporate
earnings. Technology and growth orientated names outperformed on a more dovish
US rates outlook, with the Nasdaq rallying +10.7%.  

In Australia the October Monthly CPI print dropped to 4.9% year on year after 5.6%
the month prior, which was below consensus of 5.2%. CPI is now tracking below the
RBA forecast for Q4. Because of this, we expect the RBA to hold rates, but risk
remains around a potential February hike, which is possible if inflation does not
continue on its downward trajectory.  

While a weaker oil price will assist the RBA in their inflation fight, the ongoing
resilience of the consumer and near record low unemployment of 3.7% will work
against them. Migration to Australia is tracking at 600,000 people annualised which
implies population growth of 2.5% this year. Simultaneously $29 billion of
superannuation benefits paid in Q323 will offset the effect of the RBA’s November
hike.

Key Trends

Healthcare rebounded in November after a horrid October. The sector was the
key driver of the XSO performance in November.
Despite October consumer sales missing consensus expectations, there were
anecdotes from retailers that Black Friday was a strong period.
Trading updates are consistently showing that the consumer is better than
feared, with several players providing updates ahead of consensus expectations.
Travel stock HLO was strong on the back of positive updates from larger peers. 
New holding LNW was included in the S&P/ASX200 we see the company
operating amongst positive industry trends.
A number of companies raised capital in November, including our Oil exposure
KAR. We participated in the KAR raise of $480 million to fund a 30% stake in a US
Golf of Mexico asset.
In small resources, Iron Ore and Copper rallied on tight inventory levels and
continued demand for metals. Meanwhile Lithium remains topical, as supply
chain de-stocking continues to take place. 

Looking Forward 

With the Christmas rally in full swing, the macro-outlook continues to drive markets,
although broadly risk appetite appears to be increasing with a gradual rotation into
growth names. Evidence that inflation continues to decline back to central bank
target bands will continue to be crucial as the market turns to the extent of rate cuts
in 2024.

Geopolitical volatility in the Middle East continues to remain a concern, whilst a
continued “thawing” of diplomatic relations between Australia and China is a
positive catalyst domestically, with wine tariffs being reviewed post PM Albanese’s
visit.

Markets had a very strong month in November,
largely driven by the belief that inflation has been
falling slightly faster than expectations, bond
market yields have likely peaked, and that interest
rate rises are probably over.

The ASX 200 Accumulation Index rose by 4.52%,
which was relatively disappointing compared with
the stellar returns experienced in most other
developed markets. In the US, major indexes were
sharply higher across the board, with the S&P 500
up by 8.92%, the Dow Jones by 8.77%, and the
Nasdaq by 9.52%. European markets were likewise
strong performers: Germany’s DAX was up 9.49%,
the French CAC up 6.17%, and whilst the British
FTSE rose 1.8%, it did not show the strength that
other developed markets did. Japan’s Nikkei 225
was similarly firmer by 8.53% over the month.

US and global bond yields fell, and prices rose as
markets anticipated that rate rises have likely
peaked, although they may plateau at current
levels for some extended period before falling –
perhaps in the second half of 2024. In line with
global trends, Australian 10-year bond yields were
likewise lower, falling from 4.81% to close the
month at 4.43%. The view that Australian rates are
still too low relative to underlying inflation and to
US rates means that there is a possibility of a
further rate increase in early 2024, although
forward markets are mixed on this possibility. After
trading below USD 0.6230 in October, the AUD
surged off its lows to close November above USD
0.6600. 

Gold rose over the month to above USD 2,000, iron
ore prices remained elevated, but crude oil drifted
around USD 5 per barrel (/b) lower to end the
month around USD 75/b. 

Of course, one has to temper enthusiasm with
caution. The interplay between financial markets,
the economy and central banks is like walking on a
tightrope, with recession risks on one side and
undesirable economic strength and inflation on the
other. 

Portfolio Commentary 

For central banks, the manoeuvring room has diminished as rates have risen. We are
cognisant of two specific issues:

1. Will higher rates lead to a gentle “soft landing” or a tough recession? 
2. Will inflation resurge if rates are not quite restrictive enough?

Taking all factors into account, we remain cautiously optimistic that inflation will
surprise on the downside, and that a soft landing will eventuate. With that said,
recession risk still looms. Given the inherent high risk associated with any economic
downturn for equities, exercising prudence is advised.

While the prevailing narrative that rates have peaked has resulted in some markets
surging, our view is that buying opportunities remain available, particularly for
investments at the quality end of the spectrum and in the small cap sector (which
has been left behind in the scramble to get set for the market recovery). Most
markets still appear to be reasonably valued, particularly if one excludes some of the
popular Mega-Cap Tech companies, and smaller companies are cheaper still.

Market Commentary (continued)

Market Commentary



Positive Attributors
Portfolio

Return
Comment

MMA Offshore Limited
(MRM)

25.3%

MRM provided 1H24 guidance in November, well ahead of our expectations which saw the share price move
up over the month. MRM now expect 1H earnings before income tax, depreciation and amortisation (EBITDA)
of $55-60 million, versus financial year consensus expectations of $81.67 million. Despite the second half (2H)
typically being a tougher half, we anticipate the group will be able to achieve a similar figure for 2H given the
ongoing increase in day rates. Despite the share price rally, we think MRM is still in value, with a net cash
balance sheet, and impressive growth in the midst of a cycle that sounds like it has a long way to run. 

Regal Partners Limited
(RPL)

32.6%

RPL saw its recent price volatility continue into November, with the share price still processing the news that
the company was walking away from its bid for Pacific Current Group. Further, it was revealed that the
company had acquired 100% of PM Capital, a global long/short equities and fixed income fund manager, with
$2.7 billion in FUM. We like the deal as it continues to build the group’s scale as Australia’s leading alternatives
manager and is a cleaner alternative asset exposure than Pacific Current Group.

Cettire Ltd (CTT) 20.7%

CTT experienced continued volatility in October, with its share price significantly declining, partly due to
sector-related sell-offs led by competitor Farfetch. The company's recent quarterly update, however, painted
a more favourable picture, indicating sustained profitable growth and reinforcing our confidence in the
company's long-term value proposition. With CTT capturing just a single-digit percentage of its addressable
market, the potential for expansion remains substantial, underscoring our optimistic perspective amid short-
term price variances.

Negative Attributors
Portfolio

Return
Comment

Mach7 Technologies
Ltd (M7T)

-1.4%

November saw M7T's price volatility return to the fold. Whilst the share price was under pressure, this was not
in reaction to any fundamental change at the company. M7T held its AGM during the month, reiterating the
guidance it provided to market at the end of August. We remain optimistic on the company’s pipeline
opportunities in the Middle East and Asia as well as potential positive updates around the frivolous lawsuit
appeal which M7T and Nuance (co-defendant) previously had dismissed.

Karoon Energy Ltd
(KAR)

-19.4%

KAR is a high growth emerging oil and gas producer. Weakness in the oil price during the month pulled the
KAR share price lower, despite the company completing an earnings accretive acquisition in the Gulf of
Mexico. The acquisition will increase production by 50% and decrease total costs per barrel by 15%, while
reducing geographic risk.

Jumbo Interactive
Limited (JIN)

-1.9%

JIN saw share price pressure during November off the back of ongoing weakness in the lotteries jackpot
market. The preferred industry measurement of jackpots over $20 million has been tepid, with The Lottery
Corporation’s modelling suggesting an average of 5 $20 million jackpots per year being met with the reality of
the last jackpot of that size being in October 2022. Whilst the aberration in jackpot frequencies is
disappointing, it provides buying opportunities as it will inevitably revert towards the mean. Our conviction in
both the core lottery retailing business and charities lotteries business remains high.

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 (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.

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