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Your Smaller
Companies Fund

December saw a softer market, but 2024 was a strong year for equities. 

The ASX 200 declined 3.2% in December but ended the year up +11%.



millions (M)

0 - 100 M
7.4%

Industry Weighting 

Cash 3.2%
Software & Services 3.1%

Energy 3.0%

Materials 9.8%

Retailing 4.9%

Commercial & Professional Services 5.9%

Real Estate 12.6%

Capital Goods 11.2%

Health Care Equipment & Services 4.1%

Diversified Financials 12.8%

Technology Hardware & Equipment 6.3%

Food Beverage & Tobacco 3.4%

Consumer Services 15.3%

Telecommunication Services 2.9%

Banks 1.5%

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

p.a.
Inception

Total

Fund Net Return* (Wholesale)^ -2.0% -3.5% 0.0% 2.8% 5.5% -8.2% -0.3% 6.8% 66.3%

ASX Small Ords Accumulation -3.1% -1.0% 5.5% 8.4% 8.1% -1.6% 4.0% 6.3% 60.5%

Will Riggall
Chief Investment Officer

Gareth Abernethy
Investment Analyst /

Head of Dealing
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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
15.8%

500+ M
67.6% 250 - 500 M

6.1%

CASH
3.2%

#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

Intelligent Monitoring Group
Limited

IMB

Light & Wonder, Inc. Shs
Chess Depository Interests
Repr 1 Sh

LNW

Regal Partners Limited RPL

Straker Ltd STG

Zip Co Ltd. ZIP

December saw a softer market, but 2024 was a
strong year for equities. The ASX 200 declined 3.2%
in December but ended the year up +11%. US
markets were particularly strong, with the S&P 500
gaining +23% and the Nasdaq +31%. Other global
markets, including Germany’s DAX (+19%) and
China’s Shanghai Composite (+13%), also
performed well. However, the French CAC dropped
2% due to political instability, a luxury goods
sector slump, and economic concerns. Japan's
Nikkei rose 19%, marking a record high. 
 
US Market Valuation 
US markets remain expensive, with the S&P 500's
forward price-to-earnings (fPE) ratio at about 22,
significantly above historical averages. While
earnings growth has been driven largely by cost-
cutting and efficiency gains, analysts expect
broader participation in the earnings recovery,
especially as the US Federal Reserve cuts rates in
2025. Profit margins are expected to expand across
most sectors, benefiting large technology
companies as inflation cools and cost efficiencies
are realised. Despite high valuations, the
probability of a US recession is low, and market
expectations for continued strong earnings and
growth remain intact. However, if corporate
earnings do not meet expectations, the market
could face downward pressure. 

Australian Economy and the ASX 
The ASX 200’s December decline was largely driven
by the Real Estate sector, which was impacted by
rising bond yields and inflationary concerns that
led to expectations of a delayed rate cut by the
Reserve Bank of Australia (RBA). For the year, the
Information Technology sector led with a +50%
return, followed by Financials at +30%. Conversely,
the Materials sector fell by around -13%, hurt by
poor growth prospects in China and concerns
about a potential tariff war. 

Meanwhile, Australia’s economy recorded its
weakest growth in decades, with just 0.8% growth
over the year to September. This sluggish
performance was driven by negative private
demand, with government spending being the
primary driver of economic activity. The Australian
dollar (AUD) fell sharply by about 10.6% over the
last quarter of 2024, ending the year just below
USD0.62. 

Looking Ahead 
Investor sentiment remains stretched as valuations are high and geopolitical risks
continue to rise, particularly with the new US administration and shifting policies.
It is prudent to adopt a defensive stance in the market while momentum seems to
be on an upward path. 

Key observations to consider as we move into 2025 include: 
Inflation has peaked and is now declining towards central bank targets. 
Cash interest rates are being adjusted down by central banks, with the RBA
likely to follow. 
Global economic growth is moderate, and no world recession is likely. 
The USD and gold have performed strongly, while the AUD and iron ore have
been weak. 
Sharemarket valuations are generally expensive, particularly in the US. 
The US economy continues to show robust growth, while Australia’s economy
remains subdued. 
Bond markets are at risk due to elevated debt levels in most developed
economies. 

Market Commentary Portfolio Commentary 

The Australian equity market faced significant headwinds in December 2024, with
the S&P/ASX Small Ordinaries Index declining by 3.8% and the broader S&P/ASX
200 down over 3%. Rising concerns over persistent inflation, hawkish central bank
commentary, and declining commodity prices drove the market downturn.
Against this challenging backdrop, the Fund delivered a return of -2.03%,
outperforming the Small Ordinaries Index by 177 basis points (bps), reflecting
prudent stock selection and disciplined risk management. 
 
While the month was difficult for many sectors, several standout performers
emerged. Straker Limited (STG.ASX) delivered strong returns, driven by optimism
surrounding its AI-driven Verify platform and the anticipated rollout of
Swiftbridge in the Japanese fintech market. Although legacy revenue headwinds
remain, Straker’s pivot to AI offers significant long-term potential. 
 
Intelligent Monitoring Group (IMB.ASX) also contributed positively, as sentiment
improved following the successful $20 million equity raise and its acquisition of
Dataline Visual Link. This acquisition is expected to expand IMB's geographic
footprint and be immediately earnings accretion. 

Conversely, some portfolio holdings detracted from performance. Ventia Services
Group (VNT.ASX) saw its share price decline due to ongoing ACCC proceedings
alleging price-fixing under Defence Base Services contracts. The uncertainty
weighs on sentiment; however, the potential at-risk revenue represents only ~7%
of group revenue. Additionally, Ventia’s operational resilience was underscored
by securing a $400 million annual Telstra contract later in the month. 
 
Zip Co (ZIP.ASX) also detracted from returns, giving back some of its gains from
earlier in the year. The announcement of founder Larry Diamond’s stepping back
to an advisory role created near-term uncertainty, though the company remains
well-positioned in the US buy now, pay later market, where it has experienced
explosive growth. 
 
Among the broader Small Ordinaries, Mesoblast (MSB.ASX) surged 75% following
FDA approval for its first-in-class therapy Ryoncil, a treatment for steroid-
refractory acute graft versus host disease in children. Patriot Battery Metals
(PMT.ASX, +47%) also saw strong gains, supported by the announcement of a
strategic offtake agreement with Volkswagen, bolstering its position in the critical
minerals supply chain. In contrast, lithium miners Pilbara Minerals (PLS.ASX,
-28%) and Vulcan Energy (VUL.ASX, -25%) underperformed, as softening lithium
prices weighed on the sector. 

As we enter 2025, global equity markets remain volatile amid concerns over
inflation and monetary policy, with rising US Treasury yields adding to
uncertainty. Domestically, inflation pressures persist, likely keeping the RBA
cautious on rate adjustments. Despite these challenges, we remain focused on
bottom-up research, rigorously testing our investment theses to deliver
sustainable returns irrespective of broader market conditions. 
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Positive Attributors
Portfolio

Return
Comment

Straker Ltd (STG.ASX) 20.0%

STG saw strong share price performance during December, with the transition from its legacy
translations business to its human verification of AI output model (Verify.ai) showing some early green
shoots. STG also has some upcoming product releases, such as Swiftbridge for the Japanese stock
market, which we expect updates on early in the 2025 calendar year. We believe STG continues to
present solid valuation upside with a free cash flow generating business funding research and
development (R&D) for the next evolution of the industry solutions.

Intelligent Monitoring
Group Limited
(IMB.ASX)

7.7%

IMB was a strong contributor during the month, benefiting from the successful completion of its $20
million equity placement that secured solid institutional backing. The placement supports the
acquisition of Dataline Visual Link, allowing for a strategic expansion into Western Australia. The
acquisition is expected to be immediately earnings per share (EPS) accretive and aligns with IMB's
national monitoring growth strategy. The company also reiterated FY25 guidance of over $38 million,
before any acquisition contributions.

Australian Ethical
Investment Ltd
(AEF.ASX)

6.5%

AEF performed positively in December, driven by renewed market confidence after Barrenjoey Capital
Partners initiated a "BUY" rating with a target price of $6.70. AEF had been dropped from coverage
during COVID-19 due to a sharp decline in share price following inflation concerns. However, AEF is
executing well, and its transition from funds management to superannuation is driving sustainable
funds under management (FUM) growth, offering further upside to its bottom line.

Portfolio Commentary 

Negative Attributors
Portfolio

Return
Comment

Audinate Group Ltd.
(AD8.ASX)

-16.1%

AD8 detracted during December as the market continued to digest downgraded near-term consensus
forecasts, reflecting the overordering dynamic during the chip shortage period and the subsequent
inventory correction. While these developments weighed on performance, the company remains well-
positioned as a global leader in networked audio solutions, leveraging its proprietary Dante platform.
AD8's video division is also showing promising early growth. Despite recent setbacks, we view current
levels as attractive, underpinned by AD8's market leadership and significant long-term growth
opportunities in professional AV solutions​.

Ventia Services Group
Limited (VNT.ASX)

-20.9%

VNT detracted from performance during the month following ACCC proceedings alleging it and Downer
(DOW.ASX) of price fixing under Defence Base Services contracts. While the situation adds uncertainty,
the potential at-risk revenue is close to ~7% of group revenue. Ventia’s extensive geographical footprint
and strong operational performance in Defence make it difficult to envision significant disruption by
competitors. Additionally, a $400 million annual Telstra contract secured later in the month highlights
VNT’s resilience. While the portfolio position remains small, we are monitoring developments closely​​.

Zip Co Ltd. (ZIP.ASX) -13.5%

ZIP underperformed in December, with its share price falling 13.5% after a strong rally to a 2-year high of
$3.50. Weakness in key US markets and broader negative sentiment toward the buy now, pay later
(BNPL) sector contributed to the pullback, as investors took a break from recent gains. Despite this, ZIP
remains well-positioned, supported by consistent double-digit top-line growth and low bad debts,
reflecting strong operational profitability.

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 
Clever investing made easy.

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

