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Fund performance (%) 1 

 
1 month 3 months 

Since inception 
24 Jun 2022 

Fund 2  2.6  3.1 23.2 

Benchmark 3 2.8 -1.7 10.5 

Market commentary 

The Australian small cap market returned 2.8% as measured by 
the S&P/ASX Small Ordinaries Total Return Index. Equity markets 
traded ‘glass half full’ as the global banking liquidity issues early 
in the previous month seemed a distant memory, US quarterly 
reporting season was better than feared and the RBA’s pause in 
interest rate hikes provided a positive tilt.  

Over the month, the market interpreted the RBA’s interest rate 
pause as a precursor to financial conditions easing, which 
resulted in a bounce in cash-rate sensitive sectors, including 
domestic retail companies. In addition, companies implementing 
‘turnaround’ strategies, including IRESS, Boral and Megaport, 
outperformed over the month.  

Merger and acquisition activity continued to buoy the Australian 
small cap market as cashed-up private equity investors and large 
corporations look to opportunistically bid for companies that 
have been mis-managed and/or under-earning. Takeover activity 
announced during the month included Genesis Minerals’ revised 
bid for St Barbara’s Leonora gold assets and Kirin Holdings’ 
acquisition of Blackmores. This was partially offset by TPG 
withdrawing its offer to acquire Invocare from the previous 
month as a stalemate has emerged between the two parties 
regarding valuation.  

Portfolio commentary 

The Fund returned 2.6% over the month, marginally 
underperforming the benchmark. The Fund continues to 
generate strong returns since inception (24 June 2022) returning 
23.2%, outperforming its benchmark by 12.7%. 

Over the month, the key performance contributors included 
Genesis Minerals and IPH. Genesis announced an opportunistic 
revised bid for St Barbara’s Leonora gold assets, which is a more 
attractive structure compared to the merger announcement 
between the entities in December. Genesis’ consolidation of the 
Leonora gold region offers a compelling medium-growth 
trajectory with proven management (previously at Saracen 
Mineral Holdings) and significant turnaround/optimisation 
potential. This is expected to result in higher production 
volumes, lower costs and material gold price leverage. IPH’s 
share price recovered most of its drawdown following the cyber 
incident announced in mid-March. This follows a forensic 
investigation update that highlighted a limited set of data was 
downloaded by an unauthorised third-party during the incident 
with immaterial financial impact expected. IPH offers investors a 
defensive earnings stream with upside consolidation potential 
within the Canadian market.    

Key stock detractors included Syrah Resources and Telix 
Pharmaceuticals (not held). Syrah announced a disappointing 
update, including materially lower production and shipments 
given the temporary pull-back in end-user demand which 
resulted in costs remaining elevated. This coincided with an 
additional $150m of convertible notes announced, initial Vidalia 
expansion remaining on track for 3QCY23 commissioning (albeit 
at slightly higher than expected costs) and the DFS for the 45ktpa 
expansion being released. Telix reported strong ILLUCCIX sales in 
1Q23 with organic growth in PSMA PET utilisation, coupled with 
Cardinal’s radiopharmacy roll-out and market share initiatives 
leading to materially higher medium-term revenue expectations. 

 
 
 
Please see next page for Outlook 
Notes: 
1  Past performance is not a reliable indicator of future performance. Source: Maple-Brown Abbott Ltd, S&P as at 30 April 2023.  
2 The Fund's performance is based on the movement in net asset value per unit plus distributions and is before tax and after all fees and charges. Imputation credits are not included in the 

performance figures. 
3  S&P/ASX Small Ordinaries Total Return Index (Benchmark). 
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Outlook

We believe the market’s optimistic take on the RBA’s interest 
rate hiking pause may be premature given the domestic 
economy’s behaviour continues to be consistent with a strong 
(but slowing) economy holding up much better than global 
markets. The inflation rate continues to trend lower although 
remains materially above the stated target. In addition, the sharp 
uplift in population growth via migration is expected to have at 
least a temporarily inflationary impact. We have been surprised 
to date that the strong labour market with record low 
unemployment is yet to translate into material wage inflation 
although expect upside risk for the rest of this year given 
announced public sector wage rises.  

During the month, the market was buoyed by the RBA’s pause 
with domestic cyclical exposed sectors, including both housing 
and retail, finding support. National house prices have troughed 
although has been distorted by unusually low new listing 
volumes, low volume activity and recovering clearance rates. We 
see a downside risk/reward profile for many consumer facing 
exposures at this point of cycle – this segment typically does 
better when the RBA is the cutting phase of the interest rate 
cycle. 

Subsequent to month-end, the RBA surprised investment 
markets with a 0.25% rate hike given evidence of a still-tight 
labour market, elevated services inflation and change in asset 
(house) prices in response to a perceived dovish outlook.   

Federal budgets have typically seen muted investment market 
impacts in the past. This time around, the cyclical tailwinds linked 
to the post-pandemic reopening and commodities will offset the 
more structural themes of relief, repair and restraint. In addition, 
there are concerns regarding elevated inflation and rising public 
debt. Given the breadth of challenges and early budget 
signalling, there is the potential for a more meaningful impact, 
notably for the healthcare, property, and energy sectors, when 
the budget is delivered in early May.  

Despite the recent bounce in global equity markets, we remain 
relatively cautious on the outlook. We are seeing weakness in 
leading economic indicators, tightening of credit lending post-
banking issues, and potential tail-risk from geopolitical tensions.  

The domestic economy has remained relatively solid although 
there are fading signs emerging. Company earnings are now 
under more pressure given the lagged profitability impact from 
inflation dynamics. The trend of margin pressure seen over the 
February reporting season, driven by lagged cost increases 
including wages and interest rates, is expected to continue, and 
potentially be exacerbated given the risk of fading demand in 
pockets of the economy. This will make pushing through price 
increases even more challenging.  

The month of May is conference season with many companies 
expected to provide trading updates. So far to date, we have 
seen softening commentary from domestic cyclical sectors, 
including media and retail, which is typically a precursor for the 
rest of the economy. We expect an interesting economic 
environment with increased volatility presenting attractive 
investment opportunities in the Australian small cap market. 

The key areas where we see opportunities in the Australian small 
cap market hasn’t changed recently. These include those 
companies that exhibit the following characteristics: 

• Genuine pricing power – focus on pricing power and/or 
revenue linked to latent inflation 

• Earnings certainty – focus on defensive earnings at 
reasonable valuations 

• Growth becoming scarce – industry tailwinds and structural 
growth expected to be sheltered 

• Quality cyclicals – potentially oversold share prices as 
earnings expectations are re-based to lower levels 

• Strong balance sheets – provides a margin of safety for 
investors alongside reasonable valuations 

There have been minimal changes to the Fund over the month. 
Our companies are delivering on earnings and are well 
positioned for the year ahead. Going forward we see solid 
earnings potential, better than benchmark sustainability 
characteristics, and a superior risk profile for the stocks held in 
the Fund.   

 

 
For latest Fund factsheet click here. 

Disclaimer 
This document is prepared and issued by Maple-Brown Abbott Limited ABN 73 001 208 564, AFSL 237296 (“MBA”). It does not constitute advice of any kind and should not be relied upon as such. This document must not be reproduced or 
transmitted in any form without the prior written consent of MBA. This document does not constitute investment advice or an investment recommendation of any kind and should not be relied upon as such. This document contains general 
information only, and does not take into account your investment objectives, financial situation or specific needs. Before making any investment decision, you should seek independent investment, legal, tax, accounting or other professional 
advice as appropriate. This document does not constitute an offer or solicitation by anyone in any jurisdiction. This document is not an advertisement and is not directed at any person in any jurisdiction where the publication or availability of 
the information is prohibited or restricted by law. Past performance is not a reliable indicator of future performance. Neither MBA, nor any of its related parties, directors or employees, make any representation or give any guarantee as to 
the return of capital, performance, any specific rate of return, or the taxation consequences of, any investment. Any comments about investments are not a recommendation to buy, sell or hold. Any views expressed on individual stocks or 
other investments, or any forecasts or estimates, are not a recommendation to buy, sell or hold, they are point in time views and may be based on certain assumptions and qualifications not set out in part or in full in this document. The 
views and opinions contained in this document are those of the authors as at the date of publication and are subject to change due to market and other conditions. Such views and opinions may not necessarily represent those expressed or 
reflected in other MBA communications, strategies or funds. Information derived from sources is believed to be accurate, however such information has not been independently verified and may be subject to assumptions and qualifications 
compiled by the relevant source and this document does not purport to provide a complete description of all or any such assumptions and qualifications. To the extent permitted by law, neither MBA, nor any of its related parties, directors 
or employees, make any representation or warranty as to the accuracy, completeness, reasonableness or reliability of this information, or accept liability or responsibility for any losses, whether direct, indirect or consequential, relating to, or 
arising from, the use or reliance on this information. Units in the Fund are issued by MBA. Before making a decision whether to acquire, or to continue to hold an investment in the Fund, you should obtain and consider the current Product 
Disclosure Statement, Additional Information Booklet and Target Market Determination for the Fund issued by MBA and available at maple-brownabbott.com/document-library or by calling 1300 097 995. An investment in the Fund does 
not represent an investment in, deposit with or other liability of MBA, and is subject to investment risk including possible delays in repayment and loss of income and principal invested. This information is current as at 30 April 2023 and is 
subject to change at any time without notice. 
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