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Total returns’

OC Premium Small Companies Fund

S&P/ASX Small Ordinaries Accumulation (1.3) 2.2
Outperformance 2.3 5.1
S&P/ASX Small Industrials Accumulation (1.5) 3.8
Outperformance 2.5 3.5

Performance review

The OC Premium Small Companies Fund enjoyed a solid August
reporting period returning +1.0% for the month. This was
comfortably ahead of the S&P/ASX Small Ordinaries
Accumulation Index and the S&P/ASX Small Industrials
Accumulation Index which returned -1.3% and -1.5%,
respectively, during August.

The standout performers during August reporting included:
G.U.D. Holdings (GUD, +24.0%) which rallied following a result
that exceeded expectations due to strong free cashflow
generation, debt reduction and an improvement in the APG
towbar business; and Life360 Inc (360, +20.7%) which posted
both positive free cash flow and positive EBITDA in Q2 CY23, as
well as strong customer acquisition metrics. Digital property
exchange PEXA Group Limited (PXA, -12.8%) pulled back
despite its Australian property exchange reporting a solid result
against the backdrop of a weak property transactions market,
with a lack of transparency on progress in the nascent UK
market raising questions about delays and cost overruns.

Outlook

The performance of the Fund holdings in August was pleasing
given that the read through from the results of broader
corporate Australia were much more mixed. Interest rate
increases, which typically have a lag effect, are finally feeding
into company results and the impacts seem to be heavily
bifurcated around generational lines. Younger cohorts,
specifically those who are renters and/or more indebted are
pulling back on spending and eating into savings which is
impacting discretionary retailers such as Universal Store and
Adairs. In stark contrast, the baby boomers and retirees have,
on balance, increased their savings and are spending more on
experiences such as travel and entertainment.

Consumer spending was notably weaker overall in the June half
and trading updates for early FY24 suggest that it has fallen
further. But the quantum of the deterioration in spending was
generally better than expected which led to a broad-based
relief rally from beaten-up consumer facing stocks in the later
part of August. While wages pressure remains a headwind for
many businesses heading into the new financial year, falling
input prices, including freight and commodity prices, will
provide some offset across the economy.
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The Fund’s positioning in companies with strong pricing power
(e.g. Seven Group Limited), as well as companies with a high
degree of earnings certainty or an ability to grow their earnings
in a slowing economic environment (e.g. AUB Group Limited)
has served us well this calendar year. With inflation
moderating, we are continuing to rotate into quality growth
businesses with good levels of liquidity (e.g. Carsales.com) as
the interest rate cycle is likely at or nearing a peak.

The investment team remains busy poring over results
presentations and meeting company management. We look
forward to providing our investors with a more comprehensive
update in the September quarterly investment review.
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Top 5 holdings*

AUB Group Limited AUB
GQG Partners Inc. GQG
Kelsian Group Limited KLS
Mineral Resources Limited MIN
Seven Group Holdings Limited SVW

#The top 5 portfolio holdings are in alphabetical order and may not be
representative of current or future investments.
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Key Facts

Fund Overview

The Fund is a long-only, benchmark-unaware unit trust. It primarily invests in
30 to 50 quality small to medium-sized Australian companies with sustainable
business models, quality management and attractive investment fundamentals
that are that are listed, or about to list, on the ASX.

Minimum additional investment
$5,000

Distribution
Half-yearly

Manager
OC Funds Management

Management fee
1.20% p.a. (including GST net of RITC)

Responsible entity
Copia Investment Partners

Inception date
December 2000

Performance fee

20.5% (including GST net of RITC) of the amount the Fund outperforms its
benchmark provided specific conditions are met including a minimum absolute
5% return.

Benchmark
S&P/ASX Small Ordinaries Accumulation Index

Performance hurdle
S&P/ASX Small Ordinaries Accumulation Index

Investment time frame
At least 5 years

High-water mark
Yes

Relative risk
High

Minimum investment
$20,000

Typical Investment Exposure

Cash 0%-20%
Equities 80%-100%
Including:

S&P/ASX 100 Constituents 0%-20%
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