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Most global share markets posted a sixth consecutive month of gains, with both the 

US and Australian markets enjoying new record highs mid-month.
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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 ASX 200 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 ASX 200 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.

Leo Economides
Chief Investment Officer

Gareth Abernethy
Investment Analyst /  

Head of Dealing

Asset Allocation by Market Cap millions (M)

Cash 
6.1%

0-100 M
7.2%

100-250 M
15.9%

250-500 M
13.1%

500+ M
57.7%

Asset Allocation by Industry 

Industry Weighting
Cash 5.0%
Software & Services 8.1%
Energy 6.4%
Materials 27.6%
Retailing 2.9%
Commercial & Professional Services 0.9%
Pharmaceuticals, Biotech & Life Sciences 3.3%
Real Estate 7.0%
Capital Goods 7.5%
Health Care Equipment & Services 3.3%
Diversified Financials 5.9%
Technology Hardware & Equipment 3.0%
Food Beverage & Tobacco 4.3%
Consumer Services 6.5%
Telecommunication Services 3.3%
Banks 2.6%
Other 2.5%

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)** 8.3% 17.4% 21.8% 12.1% 14.0% 10.2% 2.4% 3.6% 24.4%

ASX Small Ords Accumulation 3.4% 15.3% 25.3% 21.5% 20.1% 15.5% 9.3% 6.5% 47.8%

Benchmark# 3.4% 15.3% 25.3% 21.5% 21.0% 14.3% 11.2% 9.4% 74.7%

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

Meeka Metals Limited MEK

Pantoro Gold Limited PNR

Ridley Corporation Limited RIC

Vault Minerals Limited VAU

Portfolio Commentary

The S&P/ASX Small Ordinaries Index rose 3.4% in September largely as a result of the resources sector, which contributed 
3.7% to the index return. The only other notable sector contribution was Industrials – Capital Goods, driven by the defence 
thematic. All other sectors were either neutral or negative in their contribution to the index return, highlighting how 
concentrated returns in September were. The three largest detractors to the index return were the Consumer, Financials and 
Healthcare sectors. In each of these sectors the negative returns were broad based rather than the result of a single stock 
shock, indicating some profit taking in those sectors may have been at play. For the September quarter, the S&P/ASX Small 
Ordinaries Index rose 15.3%, outperforming the ASX 200 by 10.6%.

The portfolio returned 8.3% in September outperforming the benchmark by 4.9%. There was strong absolute and 
relative performance across Resources (+25.2%), Energy (+14.6%) and Information Technology (+25.4%) sectors. Relative 
underperformance was only in the Industrial’s sector as Straker (-24.4%) weighed on returns, as did the lack of exposure 
to defence-related stocks like Droneshield (+41.2%) and EOS (+41.9%). The defence thematic has been very strong and we 
question the sustainability of some of the market valuations of defence related stocks. Gold was the other strong thematic. 
The gold price and flows into Gold ETFs saw gold equities rally hard. We think the gold thematic may well remain strong for 
the foreseeable future but gold equities may need to consolidate in the shorter term given their recent performance.

Positive Attributors
Portfolio  

Return Comment

Meeka Metals Limited (MEK.ASX) 55.2% Rallied as the gold price surged along with plans to fast track development 
plans for increased production.

Pantoro Gold Limited (PNR.ASX) 31.2% Increased on the combination of improved production data, the strong 
increase in gold price, and the potential for inclusion in the ASX 200 in late 
2025. Pantoro Gold initially struggled during the ramp-up of their Norseman 
Gold Operations. However, the September quarter marked a sharp increase 
in operational performance and profitability. Cash and equivalents increased 
from $111.9m to $151.6m, quarter-on-quarter.

DUG Technology Ltd (DUG.ASX) 68.5% Reported a 2nd consecutive quarter of strong Services projects awards, 
signalling a return to growth in its core Services segment and a sharp 
recovery in EBITDA margins in the second half. DUG also won a large contract 
with Petronas in its small but high-margin Software and High-performance 
computing segments, driving further significant EBITDA upgrades.

Negative Attributors
Portfolio  

Return Comment

Straker Ltd (STG.ASX) -24.4% Issued subdued FY26 guidance as potential customers delay purchasing 
decisions as AI solutions for translation services proliferate the industry.
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Market Commentary

Most global share markets posted a sixth consecutive month of gains, with both the US and Australian markets enjoying new 
record highs mid-month. The key driver remains the Federal Reserve, which cleared the way for more US rate cuts later this 
year. 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 key US index, the S&P 500, was up 3.7% in September, and +17% over the last 12 months. The Dow Jones was up 2.2% 
for the month, and 11.5% for the last 12 months. For Nasdaq, the figures are +6% for the month, and +25.4% for the year. 

Other notable performances over September include Japan (+6.5%) and Russia (-6.1%). European markets were broadly 
positive.

The Australian share market has lagged the US and Asia in recent months. The ASX 200 was a touch lower over the month, 
up +10.56% for the year.

In the United States, Economic Data Is Strong
Equities reached new all-time highs during the month, despite typical September wobbles, with momentum looking to carry 
the market into the usually firm final months of the year. The Federal Reserve has confirmed its dovish pivot, the US dollar 
has resumed its weakness (generally good for shares but bad for inflation) and volatility remains subdued. The key message 
from markets is that central banks are willing to tolerate higher inflation to stabilise employment. That is a powerful tonic 
for markets. Moreover, while the current economic environment is spotty, forward indicators show resilience.

In the US, the second quarter GDP growth rate was revised up to 3.8%. Consumer spending was stronger than previously 
reported after figures were revised higher, growing at an annualised rate of 2.5% compared with 1.6% in the previous 
estimate. The growth in GDP was up from 3.3%, though first-quarter growth was revised lower to a 0.6% contraction.

The key Institute for Supply Management (ISM) Services index rebounded in the US, and while manufacturing remains 
subdued, it has moved off its lows. A typical progression is that as the ISM moves higher, retail sales recover, exports pick up, 
earnings grow, corporate confidence improves, capital expenditure expands, and payrolls rise.

On the US stock market, cyclical sectors are starting to outperform, and the bull market led earlier in the year by mega-tech 
companies is broadening out to include small caps, commodities, financials and industrials – suggesting that the economy 
will be on firmer footing in the coming year. 

The surge in capital investment, much of it linked to the adoption of AI and automation, is accelerating. Companies are 
deploying these technologies to boost output and control costs. This productivity boom allows the economy to grow at a 
faster, non-inflationary pace, giving the Federal Reserve flexibility to remain accommodative.

Of course, this positive outlook is not without risks. An oil price spike or higher-than-expected tariff-induced inflation could 
curtail the Fed’s easing cycle. Geopolitical tensions are still a wildcard capable of disrupting sentiment. High valuations 
mean that any correction could be severe. 

However, risks should not obscure the positive outlook. Inflation may flare, geopolitics can surprise, and positioning looks 
stretched, yet the bigger picture is still supportive. Liquidity stays abundant, central banks are trending towards cutting, and 
households and corporates are feeling confident.

Australian Economic Data
Australia’s August CPI came in at 3.0% – above the 2.9% consensus forecast – triggered market repricing, with bond yields 
rising and November rate cut odds falling below 50%. The trimmed mean estimate, a key measure of underlying inflation, 
eased to 2.6% year-on-year in August, down from 2.7% in July and 3.4% a year earlier. However, this monthly series excluded 
electricity’s annual rise and other significant price swings. 

Bond traders responded by sharply reducing expectations for further interest rate cuts, and the Australian dollar climbed 
while three-year government bond yields rose above 3.5%. 

The inflation data prompted major banks to revise down their forecasts for rate cuts, a stark shift from earlier expectations 
that had fully priced in a November rate reduction. Bond traders are now anticipating just one more cut this cycle, likely in 
February, down from two earlier in the month. 

Bond Markets, Currencies and Commodity Prices
Bond yields were down in the US but generally slightly higher elsewhere. US 10-year bonds ended the month at 4.16% and 
Australian bonds at 4.35%. 

The AUD/USD exchange rate closed the month at US$0.66, a slight rise. 
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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

Commodities markets were strong, particularly precious metals gold and silver. Gold charged ahead and hit new all-time 
highs, up 9% for the month and 44% year-on-year. Silver was up 15% for the month, and up 50% year-on-year. With risks of 
a global recession having moderated since the beginning of the year, the diversification benefits of commodities are more 
attractive at the margin and precious metals offer a refuge of sorts.

The bull market in gold started when Russia invaded Ukraine in February 2022. In response, the United States and its allies 
froze the international reserves of Russia’s central bank. That convinced the central banks of countries with autocratic 
governments, which are hostile to the US, to increase their gold purchases.

While the sharp spike in price might mean gold is overbought and due for consolidation, our bullishness is supported by 
central banks that are increasing the percentage of their international reserves in gold. International gold reserves currently 
account for 15% of international reserves, according to the IMF – up from 9% when Russia invaded Ukraine.

Copper was a feature, up 5.3% for the month, and 5.7% year-on-year. Copper is nicknamed “Dr Copper” because its 
widespread use in industries like construction, manufacturing, and energy makes its price a strong leading indicator for the 
health of the global economy. When demand for copper rises, it suggests economic expansion, while falling demand can 
signal an economic slowdown, acting like a diagnostic tool for the economy’s “health”.

Copper has long been regarded as a cornerstone of the global energy transition. Its role in wind turbines, solar farms, 
electric vehicles (EVs) and power grid infrastructure has underpinned a steadily rising demand profile. However, the metal 
is now also riding two additional megatrends: artificial intelligence (AI) and increasing global military expenditure – both of 
which are poised to add further strain to a market already facing supply bottlenecks.

Crude oil was slightly down for the month, and is still down 5% year-on-year. Iron ore climbed back above US$105/tonne, 
and is up 13% year-on-year, supported by Chinese stimulus measures. 

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

A developing theme is the possible emergence of the global commodities cycle, which could see a rotation out of overpriced 
banks and into miners. The pro-cyclical rotation was evident in the outperformance of the ASX 200 Resources sector, which 
gained +6.1% for the month, while the ASX 200 Industrials declined -2%. 

Conclusion
Another month of gains on global share markets across most industry sectors and countries, aided by central banks in the 
mood to cut rates. This is despite sticky inflation and President Trump’s unpredictable tariff deals. As markets become more 
expensive, we remind investors of the importance of prudent stock selection based on fundamental metrics rather than 
chasing the extended momentum trade.

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

