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April proved to be a “risk off” month, following the strong

returns for the quarter to March. 



millions (M)

0 - 100 M
6.5%

Industry Weighting 

Cash 3.8%
Software & Services 4.5%

Energy 9.7%

Materials 9.0%

Retailing 7.8%

Commercial & Professional Services 6.3%

Real Estate 9.3%

Capital Goods 11.9%

Health Care Equipment & Services 5.1%

Diversified Financials 11.5%

Technology Hardware & Equipment 6.7%

Food Beverage & Tobacco 2.4%

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)^ -3.5% 6.6% 23.7% 16.4% -0.8% -6.8% 4.2% 8.0% 71.8%

ASX Small Ords Accumulation -3.1% 3.3% 19.7% 7.4% -1.4% 0.0% 3.9% 6.4% 54.4%

Benchmark -0.2% 9.0% 20.0% 6.0% -3.8% 1.6% 8.0% 8.5% 77.7%
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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
14.4%

500+ M
63.9%

250 - 500 M
11.1%

CASH
3.8%

#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 Ltd. JIN

Mach7 Technologies Ltd. M7T

Zip Co Ltd. ZIP

April was a challenging month for small caps, with the Small Ordinaries Index
declining by 3.14% to close at 3,025. This underperformance against the ASX 100,
which fell by 2.91%, was influenced by persistent high inflation and rising bond
yields. The rhetoric around "higher for longer" rates has for now dampened the
initial optimism seen earlier in the year. 

Key Trends

Consumer Discretionary: Faced the brunt of the market’s downturn, with the
sector dropping by 8.9%. Notable declines were seen in major consumer-facing
companies such as Big W and Wesfarmers, reflecting the delayed impact of
higher rates on consumer spending. 
Real Estate: Small-cap REITs struggled, decreasing by 8.1%, as the market
digested the implications of prolonged high interest rates. 
Technology: E-commerce stocks underperformed, with revenue growth not
meeting market expectations. This sector remains one to watch as it adjusts to
economic headwinds.

 
Looking ahead, the focus will be on the upcoming company updates in May and the
unfolding corporate earnings season in the US. These will provide critical insights
into the health of the consumer and the broader economic environment. Market
participants will also be closely monitoring inflation trends and fiscal policies,
particularly with the upcoming Commonwealth budget, which could introduce
further stimulative measures and further cloud the path to normalizing inflation. 

Outlook 

While April posed challenges, the Clime Smaller Companies Fund continues to
navigate through these turbulent times with a strategic focus on fundamentally
strong companies in sectors that offer growth resilience and are less sensitive to
macroeconomic shocks. We see the current market volatility as an opportunity to
add some attractive companies to the portfolio at a reasonable valuation. 

April proved to be a “risk off” month, following the
strong returns for the quarter to March. While some
markets bucked the trend, equities fell to their
worst month since September of 2023. The key
factor driving markets remained the expectations
for interest rates. Disappointing inflation data
meant that markets anticipate that the US Federal
Reserve will keep rates unchanged at a two-decade
high until there is unequivocal evidence that
inflation is declining towards their target of 2%. 

 Over April, the ASX 200 Accumulation Index fell by
-2.95%, more or less in line with most other
developed markets. In the US, major indexes were
lower across the board we were European markets.
Britain’s FTSE managed to buck the trend and rose
by 2.4%. Chinese markets continued their recovery
off a low base, while Japan was down. 

 US and global bond yields ended the month with
yields higher and prices lower. Central banks have
indicated that official rates are likely to stay higher
for longer and that they will not be rushed into rate
cuts in the next few months. US ten-year Treasuries
saw yields rise around 36 basis points to end the
month at 4.68%, with Australian government ten-
year bonds rising 46 basis points to 4.52%. The AUD
was largely unchanged over the month and remains
weaker than we think it ought to be. Crude oil and
gold were slightly weaker over the month following
strong rises in March, whereas iron ore was firmer.
The VIX volatility index rose over April. 

Global economy

Early in the month, the International Monetary
Fund (IMF) released its latest global economic
outlook, which was more positive than previously,
stating, “Despite gloomy predictions, the global
economy remains remarkably resilient, with steady
growth and inflation slowing almost as quickly as it
rose”. Its forecasts for growth were revised
upwards, while expectations of inflation were
marked down. According to the IMF’s projections,
growth this year and next will hold steady at 3.2%,
with median headline inflation declining from 2.8%
at the end of 2024 to 2.4% at the end of 2025. “Most
indicators continue to point to a soft landing.”

 

Portfolio Commentary 

As we have noted in previous reports, the strong recent performance of the United
States has been exceptional, reflecting robust productivity and employment growth,
but also strong consumer demand. China’s economy remains affected by the
downturn in its property sector. With depressed domestic demand in China, external
surpluses could well rise. The risk is that this will further exacerbate trade tensions
in an already fraught geopolitical environment.

Outlook

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 late in the year. With share
markets hitting new highs in recent months, 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

AIC Mines Limited
(A1M)

40.8%

A1M performed well during the month, aided by continued strength in the copper price and a strong March
quarterly result. 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.

Lycopodium Limited
(LYL)

5.4%

LYL is leveraged to stronger copper and precious metal prices, which accounts for the largest proportion of the
companies project pipeline by metal. This aided LYL's share price during April, along with a $30million
contract win for the Reko Diq Copper-Gold Project. We continue to view LYL as a high quality engineering
group trading at an undemanding multiple.

Negative Attributors
Portfolio

Return
Comment

Cettire Ltd. (CTT) -26.2%

Cettire’s share price experienced selling pressure after continuing media speculation into its compliance with
various tax jurisdictions and duties. The company has unequivocally confirmed that this is nothing more than
baseless speculation and our own research into the issue confirms what management are publicly saying. We
see this saga as akin to the negative media attention Afterpay received during its rapid growth phase, where
avid bulls and bears battled out their opinions through the media. We continue to have conviction in Cettire
and will use share price swings to top up our position.Top of Form

Audinate Group Ltd.
(AD8)

-10.5%

Audinate saw a partial retracement of its strong recent share price, with the stock seeing selling pressure post
being added to the ASX 200 on the back of early traction in its nascent video division. We believe there is no
fundamental reason for the selloff and rather the stock is retracing after a period of extreme performance.
Early indications from the video division continue to support our view that the division will grow quicker than
audio, and into a larger addressable market.

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

