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Your Smaller
Companies Fund

The first quarter of the calendar year has been extremely

positive for global share markets. Source: Factset. 



millions (M)

0 - 100 M
6.8%

Industry Weighting 

Cash 3.2%
Software & Services 4.9%

Energy 11.8%

Materials 6.4%

Retailing 8.0%

Commercial & Professional Services 6.1%

Real Estate 8.8%

Capital Goods 11.6%

Health Care Equipment & Services 5.0%

Diversified Financials 10.8%

Technology Hardware & Equipment 8.9%

Food Beverage & Tobacco 2.3%

Consumer Services 12.1%

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

p.a.
Inception

Total

Fund Net Return* (Wholesale)^ 3.0% 10.0% 19.9% 23.5% -2.5% -3.3% 6.1% 8.7% 77.9%

ASX Small Ords Accumulation 4.8% 7.5% 16.7% 13.8% -0.6% 2.7% 5.4% 6.9% 59.3%

Benchmark 5.6% 6.8% 14.2% 8.5% -5.1% 3.7% 8.2% 8.7% 78.0%
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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
13.3%

500+ M
64.4%

250 - 500 M
12.4%

CASH
3.2%

#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

Cettire Ltd. CTT

Jumbo Interactive Limited JIN

Mach7 Technologies Ltd. M7T

MMA Offshore Limited MRM

The Fund continued to perform well in March, with a gross return of +3.13% for the
month. After taking some some profits, the portfolios elevated cash position did
become a drag on performance, in what was a strong month for small caps. The
Small Ordinaries Index returned +4.17% in March, marking the third consecutive
month of gains as macro data supported expectations of a soft landing, with
company updates indicating resilience in the consumer. Small caps outperformed
the All Ordinaries which returned 2.44%. The Clime Smaller Companies Fund
remains ahead of its benchmark since inception. 

Australian economic data remained positive for the monthwith the unemployment
rate drop (down to 3.7% from 4.1%), underpinning the overall economic strength.
There continue to be inflation concerns emerging. While goods inflation eased to
2.9% year-over-year, services inflation lifted to 4.2%, driven by persistently high
wage growth. The RBA is expected to maintain a "higher-for-longer" cash rate, with
the first 25 basis point cut not anticipated until November.  

Offshore, US markets continued their rally on the back of improving corporate
earnings and multiple expansion, NVIDIA remained a key driver of performance.
There has been some tempering in the markets expectations for US Federal Reserve
rate cuts, with the market now pricing in less than three cuts in 2024 versus six at the
start of the year. US economic data reamins strong, with rising consumer
confidence, strong payrolls, and increasing GDP forecasts. The improvement in the
economy has seen volatilty fall, with the VIX at just 13.0, signficantly below 21.7 in
October 2023. Consensus for a recession has also fallen dramatically from 65% last
June to 35%.

Key Trends

The energy sector was the best performing in the small-cap index, rising 7.3%
during the month.
The key focus in the small-cap market continued to be consumer discretionary
and the rally in AI-themed stocks.
The consumer sector continued to outperform market expectations. PMV's plans
to demerge Smiggle as a separate listed entity and explore opportunities for the
Peter Alexander brand in CY2025 was a key focus.
Cettire (CTT) was in focus due to multiple press articles around import duties
and taxation policy changes, which saw the company implement changes to its
US and Australian operations, while a review in other markets is ongoing.
There was elevated management turnover, with CEO and CFO departures at a
number of companies, including HLS, SGR, CXO, TAH, IMD, MMS and SKC.

Outlook 

We remain highly confident in the positioning of your portfolio which currently has a
slightly elevated cash position given some pockets of heat in the market, where
portfolio companies have approached valuation. We continue to conduct extensive
fundamental research on our watchlist, and will continue to meet with management
teams, to further build our conviction in names.

The first quarter of the calendar year has been
extremely positive for global share markets. While
many investors were optimistic going into 2024, the
market’s robust first-quarter rally still managed to
surprise us, with numerous share market indices
ending the month at record all-time highs. Source:
Factset. 

With such an exuberant start to the year, cautious
investors would be right to query whether strong
returns can continue. Bullish sentiment among
fund managers in March reached the highest level
since the beginning of 2022, according to a monthly
Bank of America survey. Their allocation to stocks
and risk appetite are also at multi-year highs. Often
such bullishness has indicated in the past that
markets are becoming over-bought and
complacent.

Nevertheless, a strong US economy underpins
investors’ confidence. Consumers are still
spending; employers are still hiring, and
unemployment is still below 4%. Fed Chair Jerome
Powell believes inflation remains on a downward
trend, despite a recent spell of hotter-than-
expected price reports. Fed officials are still
pencilling in three rate cuts later this year.

Still, some investors wonder if the underlying
strength of corporate profits can keep pace with
investor optimism. Analysts expect companies in
the S&P 500 to report a third straight quarter of
earnings growth. Profits for the first quarter are
projected to have risen roughly 3% from the same
period a year earlier, according to FactSet. For the
calendar year, analysts on average expect 11%
earnings growth.

Of course, the momentum in markets and a strong
underlying economy could carry the S&P 500 higher
for the rest of the year. But prudent investors
should not be complacent, as risks remain:
- inflation might prove stickier-than-expected
further delaying rate cuts
- the economy could slow, producing weaker-than-
expected corporate earnings.

Portfolio Commentary 

As noted previously, central banks have likely reached the end of their hiking cycles.
That has shifted attention to the timing and pace of eventual rate cuts. Typically,
central banks are loathe to cut rates too early, instead easing only after recessionary
conditions – such as an increase in unemployment – become apparent. But this
business cycle is highly unusual due to the pandemic, and so historical precedents
provide limited insights. We still expect central banks to start cutting in the second
half of the year, and for the RBA to wait until after the Fed has initiated cuts, as it will
not want to place undue pressure on the AUD. 

Outlook

On balance, we remain optimistic that inflation will continue to decline, that a soft
landing for the global economy is the most probable scenario, and that 2024 is likely
to see positive share market returns helped by falling rates in the latter half.

With share markets hitting new all-time highs and increasing “animal spirits”
amongst investors, it is time to be selective in constructing resilient and diversified
portfolios. In our view, there are still excellent investment opportunities on the ASX,
particularly for companies at the quality end of the spectrum and in the small cap
sector.

Market Commentary (continued)

Market Commentary



Portfolio Commentary 
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Positive Attributors
Portfolio

Return
Comment

Zip Co Ltd. (ZIP) 44.8%

In March, ZIP sustained its momentum, bolstered by US data demonstrating the economy's resilience,
alongside the buy now, pay later (BNPL) sector's ongoing expansion, which is increasingly capturing a larger
share of consumer payment methods. With its recent results defying market expectations, ZIP's profitability
now appears to be on a more defined trajectory for the future. This development should positively influence
its share price performance, which had remained subdued during the period from 2022 to 2023.

MMA Offshore Limited
(MRM)

22.0%

During the month, the MRM board unanimously supported Cyan Renewables' $2.60 cash bid to acquire all
MRM shares, reflecting an 11% premium to the previous close. While we would have liked to see a greater
premium, this caps off an incredible contribution to the portfolios. The stock is currently trading slightly above
the offer price, likely influenced by arbitrage traders, anticipating the potential for competing bids.

AIC Mines Limited
(A1M)

24.6%

A1M performed well during the month, aided by copper price strength and increased investor awareness of
the growing copper miner. A1M is approaching its near-term catalyst of securing debt funding for its Jericho
project, an outcome we view favourably. We are positive on the outlook for the price of copper which is critical
to the electrification process and expect continued tight supply-demand conditions for the metal.

Negative Attributors
Portfolio

Return
Comment

Cettire Ltd. (CTT) -15.4%

CTT saw its shareprice fall during March after media reports alleged improper customs duty practices.
Management strongly refuted these claims on a conference call, reiterating they operate within legal
parameters and have backing from customs authorities. Duties are a complex consideration for Cettire's
cross-border model, but processes are compliant and align with industry norms like refunding duties to
customers on returns. We view the sell-off as an overreaction and maintain our conviction, as CTT's unique
logistics capabilities drive a compelling luxury e-commerce opportunity globally.

Audinate Group Ltd.
(AD8)

-9.7%

AD8 detracted during March despite reporting an impressive first-half result, with revenue surging 51% and
operating profitability expanding significantly. The impressive performance was driven by strong core audio
growth and accelerating video product adoption. While fundamentals remain compelling, the share price
retraced following its recent rally, exacerbated by the Chairman's sale of a portion of his holdings. We view this
pullback as a healthy consolidation after the stock's outperformance, with any further falls providing an
attractive entry point as AD8 continues executing on its disruptive video and software opportunities.

Jumbo Interactive
Limited (JIN)

-5.3%

Jumbo Interactive detracted from performance as the stock's valuation moderated following an exceptional
jackpot cycle, which had driven it to recent year highs. While the company delivered a strong H1 FY24 result,
exceeding expectations, the market appears to have priced in a normalisation of earnings growth post the
unprecedented $200 million jackpot event. We remain confident in JIN's long-term prospects, underpinned by
ongoing digitization tailwinds, successful diversification efforts through strategic acquisitions, and a sound
balance sheet positioning the company for further merger and acquisition (M&A) opportunities in the charity
lotteries space.

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.

https://swift.zeidlerlegalservices.com/tmds/SLT5667AU
https://swift.zeidlerlegalservices.com/tmds/SLT5667AU

