May was a month of "wait and see" following strong

/
("I
e tow

returns in the previous quarter and consolidation in April.

. '. : | / | r'
Vi /

Your Smaller
Companies Fund

€ clime




i,
s‘“»%

Your Smaller Companies Fund | May 2024

%

your Smaller
Companies Fund

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

Gareth Abernethy
Investment Analyst /

Head of Dealing

Hugo De Vries
Investment Analyst

Asset Allocation by Market Cap Asset Allocation by Industry

Industry Weighting

Cash 4.3%
Software & Services 3.1%

millions (M)

0-100M

— 88% Energy 8.8%
Materials 7.4%
100~ f?%x) Retailing 7.0%
Commercial & Professional Services 6.0%
Real Estate 9.7%
12.8%
Health Care Equipment & Services 4.5%
12.3%

Technology Hardware & Equipment 8.9%

Capital Goods

250-500 M
8.6% Diversified Financials

Food Beverage & Tobacco 2.3%

Consumer Services 13.0%

Performance

Inception Inception

5Years
p.a. Total

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

Fund Net Return* (Wholesale)? -3.2% -3.7% 9.8% 17.3% -7.9% 2.8%

ASX Small Ords Accumulation 0.0% 1.5% 11.7% 10.9% 2.2% -0.1% 4.2%

Benchmark 0.3% 5.7% 14.3% 11.7% 0.1% 1.3% 7.9%

#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
Jumbo Interactive Limited JIN
Mach7 Technologies Ltd. M7T

Intelligent Monitoring Group
Limited

IMB

Market Commentary

May was a month of "wait and see" following strong
returns in the previous quarter and consolidation in
April. While some markets bucked the trend,
equities and bonds largely treaded water. The key
factor driving markets remained interest rate
expectations, with disappointing inflation data
suggesting the US Federal Reserve (Fed) would
keep rates at a two-decade high until clear
evidence of declining inflation towards their 2%
target. The Fed’s preferred inflation measure, the
personal consumption expenditures price index,
showed a 2.7% annual gain, aligning with Wall
Street's expectations.

Equities and bonds

In May, the ASX 200 Accumulation Index was barely
changed (+0.49%). US major indexes saw gains with
the S&P 500 rising 4.8%, the Dow Jones 2.3%, and
the Nasdaq 6.9%. Global markets were mixed:
Germany’s DAX up 3.2%, the French CAC
unchanged, and Britain’s FTSE up 1.6%. Chinese
markets were slightly lower, while Japan remained
mostly unchanged.

US and global bond yields ended the month
marginally higher, with the US ten-year Treasuries
stabilizing around 4.5% and Australian ten-year
bonds rising to 4.4%.

Global economic outlook

The global inflation shock sparked by the pandemic
continues to concern markets, but many countries
are gaining confidence that they are winning the
fight against inflation. The European Central Bank
(ECB) is likely to be the first major central bank to
lower rates, possibly in June. The global outlook
shows signs of improvement, although growth
remains modest. Tighter monetary conditions are
affecting housing and credit markets, but global
activity is resilient, with improving private sector
confidence. Labour market imbalances are easing,
unemployment is creeping up but remains close to
record lows, and real incomes are improving as
inflation moderates. Growth varies by region, with
stronger growth in the US and some emerging
markets offsetting softer outcomes in advanced
economies, especially Europe.

Market Commentary (continued)

US economic performance

The US is outperforming its peers, driven by President Biden’s industrial policy and
pandemic support, getting the economy back on track. However, strong growth
means a slower retreat for inflation, delaying rate cuts by the Fed. Predictions of a
US rate cut have varied, with economists now forecasting a cut in September 2024
amid signs the economy remains robust.

Australian economy

The S&P/ASX 200 slipped after the Reserve Bank of Australia (RBA) minutes
suggested a mild tightening bias. The index has fluctuated in a choppy range after
breaking above 7,500 earlier this year. Consumer sentiment in Australia remained
subdued due to cost-of-living concerns. The latest CPI report was disappointing,
showing a year-on-year increase to 3.6% instead of the expected decline, driven by
rising health insurance premiums and weather-related fruit and vegetable cost
increases.

The RBA has held the cash rate stable since November 2023, with inflation still
hovering above its 2-3% target. Economists will focus on the services component of
inflation data, which has proven resilient to higher rates. Globally, traders are
pushing out rate cut expectations mainly due to resilient labour markets and
economies. In Australia, there is uncertainty about the next rate move, although a
rate increase is unlikely given the economy's current strength.

Outlook

Despite potential setbacks, there is optimism that inflation will continue to decline,
leading to a probable soft landing for the global economy. Positive share market
returns are expected in 2024, supported by falling rates later in the year. With
markets reaching new highs, constructing resilient and diversified portfolios is
essential. The ASX offers excellent investment opportunities, particularly in quality
companies and the small cap sector.

Portfolio Commentary

It was a disappointing month for the Clime Smaller Companies fund, which
underperformed the benchmark in May by -3.5% (after fees). The negative return
was attributable to share price declines in key portfolio holdings; namely Electro
Optic Systems (EOS.ASX), Cettire (CTT.ASX) and Audinate (AD8.ASX). We have used
the sell-off in these names as an opportunity to add to our positions and remain
confident in these positions.

Early in the month, the RBA kept rates steady, as was anticipated. Governor Bullock
expressed confidence that the current interest rate levels would be sufficient to
bring CPI back within the target range.

The Australian Federal Budget garnered significant attention, boasting a $9.3 billion
surplus. The budget introduced substantial fiscal stimulus amounting to $10 billion
in 24/25 & 25/26. In his speech, Chalmers said the Treasury estimated these
measures, primarily the energy rebate, would take 0.75% off inflation this year and
0.5% next year.

The job for the RBA will likely be made harder still, by the incoming stage 3 tax cuts,
set to begin in July 2024. This in addition to the upward trend in house prices are
supporting economic strength. Dwelling prices rose 0.7% month on month (MoM)
and 8.7% year on year (YoY) in April 2024. With residential approvals declining by
0.3% MoM to just 157,000, the lowest since 2012, house prices are likely to face
continued upward strength.

Despite recent rate cuts from the Bank of Canada and the European Central Bank
(announced in early June) we expect the RBA to keep rates elevated for an extended
period.

On the global front, US markets experienced growth, with the S&P 500 climbing 5.0%
in May, propelled by strong earnings growth in the largest Tech stocks. The Nasdaq
surged 6.9%. US earnings were in the spotlight, with 1Q EPS growing 10.7%, led by
TECH+ earnings per share expanding an impressive 40.2%. US April CPI rose 0.31%
MoM (below consensus) to 3.4% YoY, prompting bond yields to fall as the market
gained confidence in rate cuts in 2H24.
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Key trends

« The market remained flat amid mixed economic data, but as we move forward, the macroeconomic backdrop will be a key focus for
markets, especially indications of further moderation in inflation.

« Several companies provided Q1-CY24 trading updates and insights into the broader macroeconomic backdrop.

+ The consumer will also be closely watched following weak sentiment in April and May. Some consumer stocks were under pressure across
the market with several names posting downgrades.

« Tech was the strongest sector in May with strong forecasted earnings growth. The strength in the Tech sector was largely due to rising
earnings rather than price-to-earnings (PE) expansion.

» Several notable management changes in May including the retirement of Perpetual Ltd’s (PPT.ASX) CEO and the resignation/retirement of
Perenti Ltd (PRN.ASX), Novonix Ltd (NVX.ASX) and Audinate Group Ltd (AD8.ASX) CFO’s.

Despite the challenges in May, the Fund remains focused on navigating market turbulence by investing in fundamentally strong companies
within resilient growth sectors. We view the current volatility as an opportunity to add attractive companies to the portfolio at reasonable
valuations. We are confident in your portfolio's positioning and continue to conduct thorough research and engage with management teams
to build conviction in our watchlist names.

Portfolio Commentary

.. ., Portfolio
Positive Attributors Comment
Return
IMB contributed significantly to performance last month. The company raised $19.2 million at $0.32 per share
to fund the acquisitions of ACG Integration and Alarm Assets Group for $16 million. These acquisitions are
Intelligent Monitoring expected to add $5.7 million to FY24 pro forma earnings before income tax, depreciation and amortisation
Group Limited 30.6% (EBITDA), raising it to approximately $39.5 million. This move reduces leverage and enhances IMB's national
(IMB.ASX) footprint and technical capabilities, as well as increasing its supply of hard to source technicians. This
followed a strong profit upgrade from the company earlier in the month as the ADT business continues to
perform.

PXA performed well for the month with its announcement of furthur execution in the UK with another
partnership, NatWest, joining PXA for refinancing transactions. PXA plans on delivering handling of sale and

19.3% pruchase transactions in first quarter of calendar year 2025. These incremental partnerships and banks joining
PXA should see a boost in PXA's revenue.

PEXA Group Limited
(PXA. ASX)

RPL was a key contributor to the portfolio in the month, driven by solid performance across its investment
vehicles. By April 2024, 59% of its funds under management (FUM) was at or above the high-water mark, up
from 45% in December 2023. This shift represents a significant increase in funds above the high-water mark,

10.5% indicating the high likelihood of a healthy accrued performance fees. Notably, the Market Neutral Fund and
the Atlantic Fund both enjoyed strong returns. With the substantial performance fee likely barring a market
meltdown in June, we maintain our positive outlook on RPL to continue its leadership in the alternatives
space.

Regal Partners Limited
(RPL.ASX)
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Portfolio Commentary

Portfolio

Negative Attributors Comment
Return

EOS was a detractor in May, with some momentum easing after a significant share price rally. Despite this, we
remain optimistic about the company's prospects. A recent site visit highlighted impressive demonstrations,
including the Directed Energy laser and R400 Remote Weapons System. The chairman’s address at the AGM

Electro Optic Systems A : - o R )

. L. emphasized a strong financial turnaround, record revenue, and promising diversification in their product
Holdings Limited (EOS. -27.3% . . . . . L .
ASX) range. Ongoing demand from the Russia/Ukraine and Israel/Palestine conflicts serves as a significant tailwind,

with management expecting this demand to persist for at least seven years as countries aim to meet their
desired weapon inventories. With a solid order book and potential for significant contracts, we maintain our
positive outlook on EOS's long-term prospects.

CTT saw considerable selling pressure during May, lining up with a notable increase in the short interest in the
company’s securities. CTT has continued to see unscrupulous short sellers spread misinformation through the
social and traditional media, focussing on tax compliance, returns processes and customer experience. Our
scuttle butt and research into each of the issues suggests that the issues raised are simply the symptoms of a
rapidly growing business, as opposed to anything more sinister. Further, online data points show that the
company is continuing to grow at an impressive rate.

Cettire Ltd. (CTT.ASX) -22.1%

AD8 was a detractor this month, primarily due to the resignation of CFO, Rob Goss, who has been instrumental
in steering the company through significant growth phases. While the market may exhibit caution until a
successor is named, our confidence in AD8's long-term strategy remains unshaken. The company's recent

-16.6% technology day showcased impressive advancements in their Dante platform, as well as significant
advancements in their software suite, reinforcing our belief in its future growth. Despite short-term
challenges, we maintain that AD8 is among the highest quality technology companies on the ASX, with its
market leading position in audio networking being replicated in video.

Audinate Group Ltd.
(AD8.ASX)

C e Invest in people, who invest in you.

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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