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Share markets posted a fifth straight month of gains, with both the US and Australian
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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)

0-100 M
8.5%

Cash

O.7%K

500+ M

56.6%

Performance

1 Month 3 Months 6 Months

7.3%
12.4%
12.4%

6.4%
8.4%
8.4%

Fund Net Return (Retail)**
ASX Small Ords Accumulation
Benchmark?®

Investor Suitability
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.

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.

Gareth Abernethy

Investment Analyst /
Head of Dealing

Asset Allocation by Industry

100-250 M
21.0% Cash

Software & Services

Energy

Materials

Retailing

Commercial & Professional Services

Pharmaceuticals, Biotech & Life Sciences

Real Estate

Capital Goods

Health Care Equipment & Services

Diversified Financials

Technology Hardware & Equipment

Food Beverage & Tobacco

Consumer Services

Telecommunication Services

Banks

Other

250-500 M
O— 14.6%

Since
3 Year

4.4%
9.8%
8.9%

2 Years

8.7%
15.7%
16.2%

1Year

8.1%
23.4%
24.7%

0.0%
7.9%
10.0%

6.5% 2.3%
16.7%

16.7%

5Years Inception p.a*

6.0%
9.0%

Industry Weighting

-0.7%

9.4%
2.5%

29.5%

3.4%
2.2%
3.9%
7.5%
7.3%
3.5%
6.0%
3.5%
4.9%
7.7%
3.5%
3.3%
2.4%

Inception
Total

14.9%
42.9%
68.9%

Note: Performance figures for more than 1 year are annualised, calculated after all applicable fees and taxes. Performance figures compare unit price to unit price for the

given period. Past results are not a reliable indicator of future pe

rformance and results.

** The returns shown above are reflective of the Retail class only. Returns for the Wholesale class will be higher due to the lower fees associated with this investor class.

* Inception date: 24/07/2019

# Benchmark (changed from a blended benchmark comprising 50% S&P/ASX Small Ordinaries Accumulation Index and 50% S&P/ASX Emerging Companies Accumulation

Index to S&P /ASX Small Ordinaries Accumulation Index only.)
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Top 5 Stock Holdings
Company ASX
MA Financial Group Limited MAF
Pantoro Gold Limited PNR
Ridley Corporation Limited RIC
Vault Minerals Limited VAU
Vysarn Ltd VYS

Portfolio Commentary

The S&P/ASX Small Ordinaries Index rose 8.4% in August with all sectors generating positive returns with the exception

of the Healthcare sector. Over half of the index return came from the Resources and Consumer Discretionary sectors.

The resources sector was driven by gold stocks which continue to rerate. The consumer discretionary sector generally
reported soft FY25 results, reflecting a challenging year; however, FY26 year-to-date trading updates were broadly positive,
leading investors to conclude that the sector may have reached an inflection point. The IT, Financials and Industrial sectors
collectively contributed a third of the benchmark return. While each sector has different drivers, many companies in each of
these sectors are experiencing positive operating conditions, leading to high financial results and outlooks, which underpin
valuations despite the strong sector move over the month.

The portfolio returned 6.4% in August underperforming the benchmark by 2.0%. There was strong absolute performance
across Resources (+18%), Communications (+14%), Financials (+8%), Staples (+7%) and Consumer Discretionary (+6%)

but it resulted in limited relative outperformance. Holdings in the healthcare sector were generally negative, with biotech
holdings Amplia Therapeutics and Clarity Pharmaceuticals both down over 30%. In addition, EBR Systems (-9%) and Mach7
Technologies (-17%) also weighed on returns. We view the volatility in Amplia, Clarity and EBR Systems as transitory in
nature as there was little to no fundamental news to justify the downward moves. Mach7 had a new CEO in Teri Thomas,
who previously led Volpara (VHT.AU) and oversaw its acquisition by Lunit Inc in 2024.

Portfolio

Positive Attributors Return Comment

Pantoro Gold Limited (PNR.ASX) 26.2%  Continued to rally strongly along with the gold sector. The company
presented at Diggers and Dealers in August, outlining its plan to double
reserves and production by next financial year.

Vault Minerals Limited (VAU.ASX) 46.6%  Continued to rally strongly along with the gold sector. The company
announced drilling had confirmed high grade mineral extensions at
King of the Hills and Darlot underground deposits.

MA Financial Group Limited 18.4%  MAF delivered a strong 1HCY25 Financial result during the month,

(MAF.ASX) exhibiting improved revenues and margins across all business lines.

The medium-term outlook for MAF is also very positive in our view.
MAF has benefited from a valuation re-rate in the past few months
and is only now trading at market multiples. We see room for further
expansion in multiples as well as above market growth in earnings. All
business lines will benefit from falling interest rates here in Australia
and we expect its high quality management team to continue to find
new growth opportunities for the business

Portfolio
Negative Attributors Return Comment
Audinate Group Ltd. (AD8.ASX) -23.3%  Presented a mixed FY25 result and an FY26 outlook that forecast
slower gross profit growth and prioritises strategic investment over
profitability.
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Stanmore Resources Ltd (SMR.ASX)  -12.4%  First half results which showed production volumes to improve in the
second half but weighted to the last quarter while costs are tracking at
the top end of guidance with ongoing optimisation efforts.

Intelligent Monitoring Group -5.5%  Fell 5.5% in August after rising 29% in July. Some uncertainty around
Limited (IMB.ASX) ability to utilise previously accumulated tax losses was the only
negative in an otherwise positive Q4 update.

Market Commentary

Share markets posted a fifth straight month of gains, with both the US and Australian markets posting a series of record
highs. A key driver was Fed Chair Powell’s Jackson Hole speech, which cleared the way for more US rate cuts this month.
To date, we have seen limited impact from US tariffs on trade, inflation, corporate profits, or the labour market, but those
impacts may still be ahead.

The US had a strong corporate reporting season, with around 77% of S&P500 companies beating consensus forecasts, and
aggregate earnings per share up +14% over the 12 months to June. Investors appeared prepared to shrug off President
Trump’s tariffs, a weak USD, question marks over the Federal Reserve’s independence, and ongoing wars in the Middle East
and Ukraine.

The key US index, the S&P 500, was up 1.9% in August, which puts it up 9.8% year to date, and +14.4% over the last
12 months. The Dow Jones was up 2.4% for the month, 7.1% year to date, and 9.6% for the last 12 months. For Nasdag, the
figures are just slightly positive for the month, but +11.4% YTD and +19.6% for the year.

Other notable performances over August included Japan (+5.1%) and China (+6.7%). European markets were broadly
unchanged or slightly weaker.

The Australian share market was up with the US and Asia in August. The ASX200 rose 2.5% over the month, and is up +10%
YTD and +11% for the year.

Australian Reporting Season

Australian corporate results were patchy, reflecting an economic backdrop that is soft, albeit with pockets of strength. The
consumer backdrop was weak with retailers generally facing soft demand, although there were exceptions which showed
the importance of excellent management and superior strategic positioning. The same can be said across the property
sector where office remains weak but retail and residential continued to perform well.

Across financials the banks generally produced solid results often impressing on lending growth and net interest margin
tailwinds while insurers received upgrades. Price action following reports was unusually volatile, with movements of up or
down 10% or more following announcements not unusual.

Within the banking sector, a rotation out of CBA and into the other three majors was clear, with CBA falling 4% while Westpac
was up +14%, NAB +10%, and ANZ +10%. The Big 4 Banks are over-priced relative to their underlying earnings and dividends
growth (which have gone backwards after inflation over the last decade) and relative to their average long term multiples.

ASX miners got a boost in August, with the iron ore price back above $100/tonne, and gold up 5%.

A developing theme is the possible emergence of the next big global commodities cycle, which should see a rotation out of
over-priced banks and into miners. The pro-cyclical rotation was evident in the outperformance of the ASX 200 Resources
sector, which gained +10.1%, while the ASX200 Industrials gained only +1.4%. The ASX Small Ordinaries Index also
outperformed by gaining +8.4%, with the ASX Small Resources +13.7% and ASX Small Industrials +6.4%.

What Could Go Wrong in September?

September has a history of being a difficult month for the stock market. This has been particularly true over the past decade,
and especially so when valuations are stretched as they are at present.

The attack by President Trump on the Federal Reserve’s independence and uncertainty over tariffs could weigh on the stock
market over the next few months. An unexpected spike in inflation data could of course derail the rate cutting narrative so
beloved by the market. Overseas, France appears to be on the verge of a debt crisis that could topple the government, while
Germany’s manufacturing sector may be falling into a recession. In Japan, bond yields have soared: 10 year bonds closed
the month at 1.6%, having risen by 50 bps YTD and 70 bps year on year.
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Powell at Jackson Hole

Fed Chair Jerome Powell’s speech at Jackson Hole confirmed a dovish outlook on rates - just as the market was hoping for.
Investors have believed that a Fed rate cut is likely in September ever since the weaker-than-expected July employment
report, and the markets are convinced that a rate cut is coming.

In earlier discussions of monetary policy this year, Powell repeatedly said that the Fed is in no hurry to lower interest rates.
He did not repeat that line at Jackson Hole. The sentence in Powell’s speech that fueled consequent optimism was the
following: “... With policy in restrictive territory, the baseline outlook and the shifting balance of risks may warrant adjusting
our policy stance.” In other words, the FOMC is likely to cut the federal funds rate at its September meeting.

General

As noted above, August saw broad gains across equities and bonds globally, fueled by rate cuts or expectations of them. The
Reserve Bank of Australia and the Reserve Bank of New Zealand both cut rates by 25 bps, boosting all reported regional fixed
income indices.

Australia’s S&P/ASX 200 increased by 2.5%, closing just below the 9,000 mark, with the S&P/ASX Small Ordinaries and the
S&P/ASX Emerging Companies Index soaring by 8% and 10%, respectively.

Volatility continued its downward trend, with the S&P/ASX 200 VIX closing at 10.2%, the lowest level since February, and the
S&P 500’s VIX falling below 15%.

Despite a mixed and volatile earnings season, investors remained comfortable with the ASX’s expensive valuation - its
highest level reached since 2021 and a tick above a prospective Price Earnings Ratio of 20x. The big miners made an outsized
contribution, with BHP and Rio key positive contributors to the market’s gain, buoyed by improved commodity sentiment.
The Materials sector is up almost 12% year-to-date; over the last three months the sector has gone from underperformer to
outperformer helped by a more than 20% turnaround in the fortunes of BHP.

Australia’s Consumer Price Index (CPI) rose 2.8% in the year to July and above expectations. The July inflation data came in
higher than expected largely due to a 13% hike in electricity prices. Overall, annual inflation rose from 1.9% in June to 2.8%
in July, the highest rate in a year and taking inflation back the top end of the RBA’s target band. Market expectations were
for a 2.3% print; they got this wrong, unlike the RBA, which had warned that it expects headline inflation to rise to 3% by the
end of this year as federal and state government rebates for power bills expire.

Bond Markets, Currencies and Commodity Prices

Bond yields were down in the US but generally slightly higher elsewhere. French bond yields spiked 15 bps to 3.5% on fears
of a government loss in a scheduled no-confidence debate scheduled for 8 Sept. US 10 year bonds ended the month at
4.23% (-0.15%) and Australian bonds at 4.29% (+0.03).

The AUD/USD exchange rate closed the month at US$0.653, a slight rise.

Commodities markets were mixed, with oil down around 8% but gold up 5%. Iron ore was supported by Chinese stimulus
measures and managed to remain above $100/tonne.

Conclusion

Another month of solid gains on global share markets across almost all industry sectors and countries, aided by central
banks in the mood to cut rates and despite President Trump’s unpredictable tariff deals. As markets become ever more
expensive, we emphasise the importance of prudent stock selection based on fundamental metrics rather than jumping
upon the long momentum trade.

Clever investing made easy
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 . 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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