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May was a strong month for share markets boosted by a reduction in tariff tensions, 

central bank rate cuts and resilient economic data.
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About 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:

•	 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.

Will Riggall
Chief Investment Officer

Gareth Abernethy
Investment Analyst /  

Head of Dealing

Asset Allocation by Market Cap millions (M)

Cash 
1.4%

0-100 M
7.4%

100-250 M
12.9%

250-500 M
13.5%

500+ M
64.8%

Asset Allocation by Industry 

Industry Weighting
Cash 1.4%
Software & Services 5.6%
Energy 6.3%
Materials 15.9%
Retailing 3.7%
Commercial & Professional Services 4.8%
Real Estate 13.1%
Capital Goods 10.8%
Health Care Equipment & Services 5.5%
Diversified Financials 3.6%
Technology Hardware & Equipment 6.3%
Food Beverage & Tobacco 5.6%
Consumer Services 10.7%
Telecommunication Services 4.1%
Banks 1.7%
Other 0.9%

Performance

1 Month 3 Months 6 Months 1 Year 2 Years 3 Year 5 Years
Since  

Inception p.a.*
Inception 

Total
Fund Net Return (Retail)** 4.8% -0.7% -2.0% 0.0% 8.2% 1.0% 1.5% 1.2% 7.1%

ASX Small Ords Accumulation 5.8% 3.8% 2.3% 9.8% 10.3% 4.7% 6.8% 4.2% 27.1%

Benchmark# 5.8% 3.8% 2.3% 10.0% 10.9% 3.3% 10.5% 7.2% 50.2%
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 performance 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

Aussie Broadband Ltd. ABB

Boss Energy Limited BOE

Hansen Technologies Limited HSN

Ridley Corporation Limited RIC

Straker Ltd STG

Market Commentary

May was a strong month for share markets boosted by a reduction in tariff tensions, central bank rate cuts and resilient 
economic data. Markets have recovered sharply from the 7 April lows reached shortly after President Trump’s “Liberation 
Day”. The most significant development over the past month was the de-escalation in tariff tensions, particularly between 
the US and China, but also in broader terms with other trading partners. Liberation Day tariffs were more severe than 
expected, especially tariffs on China. However, since reciprocal tariffs were announced, a series of steps have unfolded that 
have lowered the tariff temperature, at least for the time being.

Tariffs uncertainty, bond market ructions and foreign exchange volatility accelerated over May, and yet share markets were 
able to advance despite “the noise”. 

Australian shares rose in May, with the ASX 200 up +4.2%. Technology was the best sector (+18.8%), while gold stocks 
also outperformed (+10.5%). Defensive stocks were poor performers, as one would expect during typical market rallies. 
Utilities (+0.3%) were the worst performing sector, followed by Staples (+1.2%) and Health (+1.4%). Australian shares have 
rebounded nearly 18% from the April low, but the month’s gain was driven by PE expansion, rather than by a growth in 
earnings. The ASX 200 forward PER is 18.8x, back to the highs of November 2024.

Despite intra-month volatility, the US S&P 500 ended May up 5.5%, Nasdaq up 7.8%, while the Dow gained 3.7%. A hot tech 
sector, encouraging inflation data, and a growing consensus that the Trump administration will back off its most severe tariff 
threats helped power the gains. The so-called “Magnificent 7” were significant contributors to the US market spike, and the 
Mag 7 companies reported actual earnings growth of 27% for the first quarter. Overall, 6 out of the 7 mega-tech companies 
reported positive EPS surprises. 

Indeed, US stocks delivered their best month since late 2023, ignoring the daily twists and turns of tariff news to leave the 
key indexes just above where they began the calendar year. Other global markets were strong as well, with Japan up +4.5%, 
the UK was up +3.2%, France flat, and Germany +3.9%. China was up 1%.

Commodity markets ended the month mixed, with gold and copper better but iron ore and Brent crude either unchanged or 
a touch weaker. For the year to date, gold is up 25%, copper is up 17%, but iron ore is down 4% and Brent crude down 15%. 

The Australian dollar found support during May and was slightly up, ending the month at around US$0.644. Year to date, the 
AUD has appreciated around 4% compared to the USD. 

Bonds have fared far worse than stocks. The benchmark 10-year US Treasury yield rose nearly 20bps to 4.42% in May as 
traders scrutinized the president’s multitrillion-dollar fiscal package. Moody’s stripped US debt of its triple-A rating, citing 
the government’s huge debt, and lacklustre demand for Treasuries at a 21 May auction added to concerns. The Australian 
10 year bond yield rose 15bps and ended the month at 4.29%. Japanese bonds were a feature, selling off sharply and with 
yields rising more than 20bps to 1.5%.

Global Outlook

During May, markets adjusted to reflect improved global growth prospects as tariff tensions de-escalated. Commentators 
are forecasting global GDP growth of around 2.5% for 2025 and similar growth for 2026, slightly stronger than the 2.25% 
forecast for both years a couple of months ago. The global growth upward revision reflects a more constructive outlook for 
China’s economy.

Reduced tariff tensions and firmer global growth have contributed to changes in the global monetary policy outlook. 
Reduced trade tensions and more resilient global activity are likely to have differing implications, with developed country 
central banks more likely to respond to improved growth prospects with less-dovish monetary policy. For emerging 
economies, more stable local financial markets and currencies could allow for more dovish monetary policy. 
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Most countries saw temporary tariff relief from early April, while more significantly, the US and China agreed to temporarily 
reduce tariffs early in May. Negotiations stay on the table, but the improvement in sentiment suggests a more orderly global 
GDP growth outlook than previously feared.

As tariff tensions eased and financial markets recovered, the US dollar staged a modest recovery. Although markets have 
returned closer to normal functioning, and further de-escalation in tensions or trade agreements could see the USD’s 
rebound extend further, the second half of 2025 will probably remain a challenging period for the USD, given the outlook for 
a US growth slowdown and further Fed easing. 

Australia

On 20 May, the Reserve Bank of Australia (RBA) lowered the official cash rate by 25 basis points from 4.1% to 3.85%. 
This decision followed the RBA’s May meeting and marked the second rate cut this year. The move was influenced by a 
combination of factors, including a decrease in inflation and concerns about global economic uncertainty. 

The Minutes of May’s meeting noted the Board considered cutting 50bp, reflecting downside risks to both the global 
and domestic outlook, but ultimately decided to cut 25bp given “a preference to move cautiously and predictably when 
withdrawing some of the current policy restriction.” The Minutes also flagged “the possibility that the prevailing uncertainty 
from global events might best be managed by adopting a path of least regret, which, given the current distribution of risks, 
would be likely to involve a lower cash rate.”

Most economists expect further 25bps cuts in July and August, perhaps followed by a final cut in November to a terminal 
rate of 3.1%. This will depend on what happens globally, but the RBA’s focus will remain on upcoming domestic data 
including the CPI, GDP growth and employment reports.

On the pace and depth of cuts, the Minutes noted the Board “judged that it was not yet time to move monetary policy to an 
expansionary stance, taking account of the range of estimates involved, given that inflation was yet to return sustainably 
to the midpoint of the target range and the staff’s assessment that the labour market was still tight. These considerations 
and the prevailing global policy uncertainty led members to express a preference to move cautiously and predictably when 
withdrawing some of the current policy restriction.”

On inflation, the Board noted the “underlying inflation had continued to ease as expected, was back at the midpoint of 
the 2–3% range in six-month annualised terms and was forecast to remain close to the midpoint throughout the forecast 
period.”

Portfolio Commentary

The Australian equity market delivered a strong performance in May, with the S&P/ASX Small Ordinaries Index returning 
5.8%. Resources and Energy were the standout sectors, each posting gains of more than 10% for the month. The Information 
Technology sector also performed well, supported by a rebound in high-beta names such as Catapult Group, Audinate, and 
Megaport. Meanwhile, the RBA’s decision to cut the cash rate to 3.85% provided a tailwind for Financials, which rallied over 
the month.

In contrast, the Healthcare and Materials (ex-Resources) sectors were modest detractors from market returns. This was 
largely due to stock-specific issues, including a sharp decline in Mayne Pharma after its suitor Cosette Pharmaceuticals 
signalled it may withdraw from the proposed acquisition, and a material earnings downgrade by Nufarm.

The portfolio participated in the market’s rebound but underperformed the benchmark. This relative underperformance 
was primarily driven by an underweight position in the Resources sector—the strongest performing segment of the market—
and a 12.4% decline in Straker Ltd, following the announcement that Nike would not renew its legacy services agreement 
beyond December 2025.

Pleasingly, the portfolio’s top three contributors—Audinate Group (Information Technology), Boss Energy (Energy), 
and Ridley Corporation (Consumer Staples)—came from diverse sectors, highlighting the value of a strategy focused on 
identifying compelling risk-reward opportunities across the full investment universe.
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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.

Clever investing made easy
Client Services 1300 788 568 | info@clime.com.au | clime.com.au

Positive Attributors
Portfolio  

Return Comment

Audinate Group Ltd. (AD8.ASX) 29.5% AD8 delivered positive portfolio performance during May, with its share 
price continuing to recover post a period of heightened market volatility. No 
specific company updates were provided, however, AD8 continues to innovate 
and deliver key products such as Dante Director to the evolving needs of the 
AV industry.

Ridley Corporation Limited (RIC.ASX) 15.6% RIC delivered positive performance in May, underpinned by its announced 
acquisition of Australia’s largest fertiliser distributor, Dyno Nobel Fertilisers. 
The deal was funded by its existing balance sheet capacity and is expected 
to be materially earnings accretive from FY26, with management forecasting 
up to 25% EPS uplift pre-synergies. We view the acquisition as strategically 
aligned, enhancing RIC's market position and operational capabilities across 
its core businesses. 

Negative Attributors
Portfolio  

Return Comment

Hansen Technologies Limited  
(HSN.ASX)

-5.7% HSN underperformed in May following strong performance in April after its 
announced acquisition of CONUTI GmbH. Limited news was provided during 
the month, however, we remain positive on the company's outlook following 
its strengthened position in Germany and attractive valuation.  

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

