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Most global share markets posted another month of gains, marking the 

sixth or seventh consecutive monthly increase in a row.
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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 9.9%
Software & Services 10.3%
Energy 5.8%
Materials 25.0%
Retailing 2.9%
Commercial & Professional Services 3.1%
Pharmaceuticals, Biotech & Life Sciences 3.6%
Real Estate 6.9%
Capital Goods 7.5%
Health Care Equipment & Services 1.9%
Diversified Financials 8.7%
Technology Hardware & Equipment 0.0%
Food Beverage & Tobacco 4.3%
Consumer Services 4.7%
Telecommunication Services 3.5%
Banks 2.2%

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)** 2.7% 18.3% 24.9% 16.6% 19.4% 9.4% 3.5% 4.0% 27.7%

ASX Small Ords Accumulation 1.9% 14.3% 25.3% 22.8% 24.7% 13.9% 9.6% 6.7% 50.6%

Benchmark# 1.9% 14.3% 25.3% 22.8% 25.3% 13.2% 11.4% 9.6% 78.0%

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

Bellevue Gold Limited BGL

Praemium Ltd PPS

Ridley Corporation Limited RIC

Vault Minerals Limited VAU

Portfolio Commentary

The S&P/ASX Small Ordinaries Index rose 1.9% in October with the Resources, Information Technology, Healthcare and 
Consumer sectors all making similar sized contributions to the index return. It was only the Financials – ex AREITs sector that 
was a slight drag on the monthly return with Zip Co (down 12.4%) more than offsetting the gains from AUB (+12.9%) after 
receiving a non-binding indicative takeover from private equity group EQT. The red-hot defence thematic lost some steam 
with Austal (-12.3%), EOS (-39.4%) and DroneShield (-17.8%) all posting large falls. 

The portfolio returned 2.7% in October outperforming the benchmark by 0.8%. Strongest outperformance came from the 
Financials ex AREITs portfolio with Praemium (+20.4%) driving returns plus not owning Zip co (-12.4%) leading to 0.9% 
outperformance. Resources continued to outperform in both absolute and relative returns. AIC Mines (+23.1%) and Meteoric 
Resources (+37.9%) and FireFly Metals (+42.3%) were all strong contributors. The IT portfolio was the largest drag on 
performance as DUG Technology fell 19.8% over the month. DUG provided a strong Q1 update but had traded strongly since 
August so some profit‑taking was not unexpected. Amaero (-23.9%) fell as concerns about first-half revenue arose. Amaero 
is scaling up production of premium high value spherical powders (Ti64, C103, Tungsten and others) used in additive 
manufacturing in the United States in the aerospace and defence and healthcare industries. It is fully funded for significant 
production expansion (to 800tpa by mid 2027) with (relatively) low technical risk in a market desperate for US sourced 
supply. There are several listed stocks in the powders market (both angular and spherical) and we judge Amaero as having 
the most attractive risk reward on offer.

Positive Attributors
Portfolio  

Return Comment

AIC Mines Limited (A1M.ASX) 23.1% Benefited from a strong rise in copper price and positive updates from the 
expansion project at its Eloise mine in Queensland. Outlook for the December 
and March quarters looks good.

Meteoric Resources NL (MEI.ASX) 37.9% Benefited from announcements of strong government support for the 
development of ex-China sources of rare earths. The Caldeira project in Brazil 
is unique because of its modest capex, low technical risk and high proportion 
of the heavy rare earth elements that are essential for robotics and defence 
technologies.

Praemium Ltd (PPS.ASX) 20.4% A positive Q1 update and strong start FY26 with netflows well ahead of 
expectations driven by SMA flows and Spectrum. Still trading at a material 
discount to peers.

Negative Attributors
Portfolio  

Return Comment

DUG Technology Ltd (DUG.ASX) -19.8% Profit taking after risking 68.5% last month. A strong Q1 update was largely 
factored into the price.

Meeka Metals Limited (MEK.ASX) -8.9% Pullback was broadly in line with the pullback in gold price. Operation 
continues to ramp up well and results of recent drill program are expected in 
the coming months 

Pantoro Gold Limited (PNR.ASX) -15.5% Was subject to profit taking after several months of strong gains and a recent 
pullback in the gold price. Ramp-up continues to go well so we remain 
positive on the outlook
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Market Commentary

Most global share markets posted another month of gains, marking the sixth or seventh consecutive monthly increase in a 
row. The key drivers appear to be resilient economic growth in the US, strong Q3 corporate earnings, upgraded forecasts for 
China, and a dovish Federal Reserve. To date, we have seen only limited impact from US tariffs on trade, inflation, corporate 
profits, or the labour market, but further impacts may still be ahead. The US market posted eight new all-time record highs 
for the month, and the Australian market posted four new record highs. Stock valuations are at lofty levels compared with 
long‑term averages.

The key US index, the S&P 500, was up 2.3% in October, and +20% over the last 12 months. The Dow Jones was up 2.5% for 
the month, and 12% for the last 12 months. For the Nasdaq, the figures are +4.8% for the month, and +30% for the year. 

A notable performance over October was Japan, where the Nikkei 225 spiked 16.6% over the month, leaving it up 36.7% for 
the year. European markets were broadly positive.

The Australian share market has lagged the US and Asia in recent months. The ASX 200 rose around 0.4% over the month but 
is up +8% over the last 12 months.

In the United States, Economic Data is Resilient
US equities reached new all-time highs during the month, despite volatility, with momentum looking to carry the market 
into the usually firm final two months of the year. The Federal Reserve confirmed its dovish pivot with a 25 basis point rate 
cut, its fifth reduction this cycle, but suggested that further cuts were not “a foregone conclusion”. The US dollar firmed over 
October but remains around 8% lower versus a basket of major currencies than it started the calendar year. 

The US federal government shutdown continued through the month with no signs of ending soon, and is likely to become 
the longest in history. The shutdown only applies to around 25% of federal government spending and does not affect 
essential services such as social security, Medicare, interest on debts, customs, hospitals and air traffic controllers. US 
markets appear generally unfazed by the shutdown.

US third quarter earnings have been strong. Analysts projected that S&P 500 companies’ Q3 earnings rose by an average 
of 10.7%, based on results already released and expectations for pending reports, according to FactSet. Entering earnings 
season, analysts had expected an 8.0% rise. 

The US and China announced an agreement partially rolling back tariffs implemented earlier this year. President Trump said 
the total combined tariff rate on Chinese imports will fall from 57% to 47%. The pact extends to other trade issues, including 
rare earth export controls, fentanyl trafficking, and US soybean exports.

After the strong gains in October, most major global stocks are well ahead for the calendar year-to-date, with perceived 
winners from Artificial Intelligence particularly strong.

On the US stock market, Nvidia soared to become the first company in history to hit a US$5 trillion market value. The 
concentration and dominance of the Big Tech stocks is becoming even more pronounced: eight of the ten biggest stocks 
in the S&P 500 are tech stocks. Those 8 companies account for 36% of the entire US market’s value, 60% of the gains in the 
index since the market bottomed in April and almost 80% of the S&P 500’s net income growth in the last year.

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. Sector rotation is typical of long‑running bull markets.

Overall, the data suggests the US earnings cycle is still in expansion, supported by resilient demand, easing input costs, 
and improving margins across multiple industries, a constructive signal for equity markets and the durability of the current 
corporate profit upswing heading into year end.

The positive outlook is not without risks. An oil price spike or higher-than-expected inflation could curtail the Fed’s easing 
cycle. Geopolitical tensions are still a wildcard capable of disrupting sentiment. High valuations mean that any potential 
correction could be severe. 
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Australian Economic Data
September-quarter inflation data reset expectations for near-term rate cuts, hitting interest-rate-sensitive sectors hardest, 
particularly the consumer discretionary and real estate sectors. The 12-month CPI inflation rate is high at 3.2% (up from 
2.1% last quarter), and the annualised 3-month rate even higher. The main problem areas are housing rents, electricity, gas, 
healthcare, tobacco, and education costs. 

The RBA’s preferred trimmed mean measure rose by 1.0% in the quarter and is back up to 3.0% (previously 2.7%). The 
outcome was the largest quarterly increase in prices since early 2024 and had been foreshadowed by recent monthly 
price data. The quarterly increase was well above the RBA staff’s August forecast of 0.6% and above the consensus market 
estimate of 0.8%.

Australia’s labour market is still tight and inflation stubbornly elevated, prompting RBA Governor Michele Bullock to signal 
a more cautious approach to further monetary easing following three rate cuts earlier this year. Speaking at an economists’ 
dinner in Sydney, Bullock said the central bank needs “a bit more data” on jobs and prices before making its next policy 
move.

Australia’s share market ended October on a subdued note, capping off a difficult few weeks marked by stock‑specific 
shocks and stronger-than-expected inflation data that dampened investor sentiment. The ASX has materially 
underperformed global peers.  

The big Australian diversified resource companies were stronger in October, with rising commodity prices and government 
support helping some of the smaller miners. The main drag on the index was CSL, which has now lost around seven years 
of gains, and Wisetech, where governance issues are highly problematic. The big banks were mostly flat, but with ANZ 
outperforming on plans to revive the smallest of the Big Four.

For 2025 year-to-date, the ASX is lagging the US and other developed markets indexes. The big drags on the local market 
continue to be CSL, Wisetech, Woolworths, and the overall dominance of two structurally weak sectors – banks and miners.

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 expecting just one more cut this cycle, likely in 
February, down from two earlier in the month. 

Bond Markets, Currencies and Commodity Prices
The market reaction to the Fed rate cut decision was most apparent in the US Treasury market, where yields jumped across 
the yield curve, bringing the 10-year Treasury yield back above 4% as investors recalibrated expectations for the timing 
and size of future cuts. Investors focused on Fed Chair Powell’s comment that another cut this year is not a “foregone 
conclusion.” 

The US dollar strengthened, as higher yields and the lower probability of added significant easing provided a tailwind. Bond 
yields were little changed over the month. US 10-year bonds ended at 4.08% and Australian bonds at 4.31%. 

The AUD/USD exchange rate closed the month at US$0.6544. The AUD fell -0.8% against the USD in October despite the Fed 
cutting rates while the RBA held rates flat. But the AUD rose against the weaker Pound, Euro, and the much weaker Yen. The 
Yen is suffering from a lack of confidence due to fears of inflationary fiscal and monetary policies under new LDP leader 
Sanae Takaichi, but the weak currency served to spark the price of listed Japanese exporters.

Commodities markets were generally stronger, with some consolidation after earlier rapid movements. Gold and silver were 
flattish over the month, but have risen by over 50% and over 60% year-to-date, respectively. Gold prices rose approximately 
12% in the first half of the month, then fell around 10%, leaving the metal marginally higher by month-end despite volatility. 
Copper is up 20-25% year-to-date, but crude oil is down 14-15% YTD. 

With risks of a global recession having moderated since the beginning of the year, the diversification benefits of 
commodities are becoming more attractive and precious metals appear to offer safe-haven benefits. Iron ore stays above 
US$105/tonne, and is up a little year-on-year, supported by Chinese stimulus measures. It is possible that we are in the initial 
stages of the next big commodities cycle, but currently many industrial commodity markets are suffering from weak prices 
due to sluggish global demand and over-production.
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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

Conclusion
Another month of gains on global share markets across most industry sectors and countries, aided by central banks mostly 
tending towards rate cutting. This is despite sticky inflation and President Trump’s unpredictable tariff deals. It is often said 
that investors hate uncertainty, but the fact is that nothing is ever certain in markets. As markets become more expensive, 
we remind investors of the importance of prudent stock selection based on fundamental metrics rather than jumping on the 
long momentum trade.

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

