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FUND PERFORMANCE (AFTER FEES) TO  31 MAR 2026   

 1M 3M 6M 1yr 3yr p.a. 5yr p.a. SI³p.a. 

Net Fund Performance1 -10.4% -11.0% -11.0% 11.2% 8.0% 6.6% 7.0% 

Benchmark Performance2 -11.0% -10.9% -9.3% 13.7% 8.5% 4.0% 5.1% 

Excess Return 0.6% -0.1% -1.7% -2.5% -0.4% 2.6% 1.9% 

1. Return net of 0.89% p.a. management fee. 2. S&P/ASX Small Ordinaries Accumulation Index. 3. Inception date: 31 Oct, 2019. Past performance 

is not a reliable indicator of future performance, p.a performance is annualised. 

 

The Longwave Small Companies Fund decreased by 10.4% during March 2026, 

outperforming the 11.0% decrease in the S&P/ASX Small Ordinaries Accumulation 

Index benchmark by 0.6% over the month (after fees). 

 

MISERY  

Since early this year we have been observing pressure on our Australian consumer 

thesis which underpins a few portfolio positions in high quality consumer facing 

companies. Following results in February and the rapid change in conditions following 

the events in the Middle East we now see risk of significant deterioration to the 

condition of the Australian consumer similar to what we saw three to four years ago. 

Sticky inflation, not helped by public sector wage growth, declining productivity and 

rising commodity prices, had reversed the direction of interest rates by November 

2025, but consumer confidence, asset prices and spending held up with average small 

cap retail like-for-like spending accelerating from +3.5% in the June half to +5.2% in the 

December half. Results in February however showed early signs this was slowing, and 

although we have not had any meaningful trading updates since then, all the leading 

indicators are now pointing to a sharp slowdown. 

We have seen this movie before – only a few years ago in fact – and this time it maybe 

even worse. One thing history tells us about LFL sales growth is it can change fast.  

The Misery Index is a data-based measure of how consumers are likely to feel about 

their financial condition. It combines inflation, unemployment and in our case interest 

rates and tracks this over time. The theory being that if inflation is low, interest rates 

are low and unemployment is low, consumers feel pretty good about things. Once 

these rise – and worse of all should they rise together (stagflation) – the consumer 

feels miserable. This feeling also shows up in survey-based measures. 

Misery Index components are currently all going the wrong way. Inflation never got 

under control, now spiking again and not offset by GDP per capita growth. Interest 

rates are rising sharply, hitting the most levered consumers and homeowners hardest. 

Unemployment has only just ticked up and probably understates the anxiety in the 

employment market regarding the potential for AI job losses in the near future. 

ANZ Roy Morgan and Westpac Melbourne Institute capture all of this in real time via 

surveys, and on the latest results, the misery is being felt, and consumer confidence 

has collapsed. Whatever our subjective feeling about how negative these effects are 

today vs 2022, objectively they are worse – with greater misery and much lower 

surveyed confidence. 

MARKET IMPLICATIONS  

With interest rates rising and GDP potentially slowing, categories of stocks which are 

most exposed to this deterioration include: 

> Unprofitable or Cashflow negative businesses. These companies are 

“default dead”, relying on the “kindness of strangers”, a.k.a equity capital 

markets to continue raising capital to fund the dream of future profitability,  

> High multiple / thematic / crowded positions are also more at risk as 

investors become more cautious on paying up for a less certain future. 

Witness the change of fortunes for SaaS technology stocks in the past few 

months for a recent example, 

> Over leveraged companies in a rapidly rising interest rate environment are 

back on the watch list, even more so should their profitability be at risk – 

even temporarily – due to macro events, 

 

TOP 10 HOLDINGS  

Name (Alphabetical) 

Beach Energy Ltd 

Breville Group Ltd 

Capstone Copper Corp 

Codan Ltd 

Imdex Ltd 

New Hope Corp Ltd 

News Corp 

Reece Ltd 

Sims Ltd 

Tuas Ltd 

FUND AND BENCHMARK SECTOR WEIGHT (%)  

 Fund BM2 

Communication Services 7.8 5.4 

Consumer Discretionary 14.0 9.7 

Consumer Staples 1.4 3.1 

Energy 7.5 8.3 

Financials 9.0 12.2 

Health Care 3.5 4.7 

Industrials 17.3 13.1 

Information Technology 8.0 5.5 

Materials 23.1 26.2 

Real Estate 4.1 11.8 

Utilities 0.0 0 

Cash 4.4 0.0 

STOCK ATTRIBUTION  (ALPHABETICAL)  

Top 5 - Contributors 

Deep Yellow Ltd 

Greatland Resources Ltd 

IperionX Ltd 

New Hope Corp Ltd 

Paladin Energy Ltd 

 

Bottom 5 - Detractors 

Breville Group Ltd 

Capricorn Metals Ltd 

Capstone Copper Corp 

Yancoal Australia Ltd 

Viva Energy Group Ltd 
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> And, of course, consumer discretionary exposed companies, whose 

growth is intrinsically tied to the performance of the consumer. In most 

market environments, stronger businesses can grow regardless of the 

macro, however there are conditions by which even the best brands and the 

best management teams can be overwhelmed. 

 

The daily headlines regarding the conflict in the Middle East could spin on a dime – 

and get better or possibly worse. Regardless, we think there are some domestic 

economic effects which are pretty well baked in: inflation, confidence, interest rate 

increases as discussed. There are also unknown second and third order effects from 

what we are seeing in the supply chain, and this year is likely not done with surprises. 

Left field events like major economic disruption from fuel rationing, expansion of 

hostilities, acceleration in AI driven job losses and major failures across the property 

development and credit funding complex are all possible. 

Realistically, companies may wait until May (confession season) before giving trading 

updates on the 2H FY26 impacts of what we are seeing today. 

 

PORTFOLIO POSITIONING AND PERFORMANCE  

A few of our consumer discretionary theses were “at-risk” coming out of reporting 

season, as despite valuations looking attractive, they assumed sales and profit growth 

forecasts reliant on consumer sentiment defying sticky inflation and increased interest 

rates. Consumers were continuing to spend but this is under a lot of pressure now, as 

inflation gets worse, interest rates sharply increase and sentiment collapses. There 

were also many new opportunities with improved operating performance out of 

reporting season as well, and lower share prices in March gave us even better buying 

prices than in February. 

As a result, we made several portfolio changes during the month. We observed that 

most stocks and sectors were falling together (other than conventional energy, REITs 

and consumer staples outperforming) – suggesting the market was yet to differentially 

price the four most negatively exposed categories we noted above. The net of our 

portfolio changes since January were a reduction in Consumer Discretionary, Materials 

(Gold) and Real Estate exposures and increased exposure to Technology, 

Communication Services and Industrials. Increases in energy weight are mostly market 

driven. We also slightly increased cash, which will allow us to take advantage of the 

increased volatility we expect to be with us for some time.   

 

The good news is that: 

> There remain plenty of opportunities in small caps. Across industrials 

and resources and in all the small cap niches, headwinds for one sector 

(consumer discretionary) can be tailwinds for others (conventional energy, 

materials, industrials) 

> We maintain a diversified, high-quality portfolio. In this recent period, we 

were overweight conventional energy coming into March. Our underweight 

Energy overall is a reflection of holding no uranium stocks. Conversely our 

gold position was reduced materially between January and mid-March. We 

are very underweight low quality and high leverage small caps. 

> Valuations are undemanding. Unlike 2022 when the small cap index came 

into the interest rate and inflation shock carrying the largest forward P/E 

premium to the large cap index in 20 years, today the fear baked into small 

cap share prices already has a P/E discount surpassed only at the depths of 

the GFC in 2008. 

 

Longwave advocate for active management in small caps for various reasons – the 

main one being the ability to generate better than index returns at lower volatility over 

the long run – however today one of the starkest differences between our portfolio 

and the index is the level of embedded risk. Our portfolio is on par (P/E multiple) to 

slightly cheaper (EV / EBITDA multiple) than the index, but the embedded leverage risk 

in the index now is very high. Debt to EBITDA of 3.1x for the index compares to 1.3x 

for our portfolio, with excessive leverage visible in many sectors of the market – not 

the best thing with a rising cost of debt. 

 

Fund characteristics As at 31 Mar 2026 

NAV A$1.2466 

Redemption unit price A$1.2429 

Inception Date 31 Oct, 2019 

Minimum Investment A$25,000 

Management Fee 0.89% p.a. 

Performance Fee - 

Risk/Return profile High 

Buy / Sell Spread 0.30% / 0.30% 

Benchmark 
S&P/ASX Small Ordinaries 

Accumulation Index 

Distribution frequency Half-yearly 

Portfolio FUM (A$m) 39.9 

No. of Holdings: 115 

Portfolio Managers 
David Wanis, Jai Beathe 

& Melinda White 

Strategy FUM (A$m): 1,037.9 

 

 

INVESTMENT OBJECTIVE  

The Fund aims to outperform the S&P/ASX Small 

Ordinaries Accumulation Index over the long term 

(after fees). 

The Fund aims to provide long-term capital growth 

through investment in a diversified portfolio of high-

quality Australasian small companies (outside 

S&P/ASX 100 Index at time of investment or 

expected to be within six months). 

INVESTMENT STYLE  

Longwave’s investment philosophy is underpinned 

by the belief that the stocks of high-quality small 

companies outperform the benchmark over time, 

and as such, an active approach to investing in high-

quality stocks provides value to investors who might 

otherwise have invested passively. Longwave 

believes in the value of a deep and fundamental 

understanding of the securities in which we invest.  

 

                
 

 
 

 

           Supporter of: 
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Longwave Capital Partners 

Phone: 1300 010 311  Email: invest@longwavecapital.com   Website: www.longwavecapital.com 

 

All companies mentioned are for illustrative purposes only and are not a recommendation to buy or sell any particular security 

 

 
 
 
 
 
 
 
This communication is prepared by Longwave Capital Partners (ABN 17 629 034 902) (‘Longwave’), a corporate authorised representative (No. 
1269404) of Pinnacle Investment Management Limited (ABN 66 109 659 109, AFSL 322140) ('Pinnacle') as the investment manager of Longwave 
Australian Small Companies Fund (ARSN 630 979 449) (‘the Fund’). Pinnacle Fund Services Limited ABN 29 082 494 362 AFSL 238371 ('PFSL') is the 
product issuer of the Fund. PFSL is not licensed to provide financial product advice. PFSL is a wholly-owned subsidiary of the Pinnacle Investment 
Management Group Limited (‘Pinnacle’) ABN 22 100 325 184. The Product Disclosure Statement (‘PDS’) and Target Market Determination (‘TMD’) 
of the Fund are available via the links below. Any potential investor should consider the PDS and TMD before deciding whether to acquire, or 
continue to hold units in, the Fund. 
Link to the Product Disclosure Statement: WHT9368AU 
Link to the Target Market Determination: WHT9368AU  
For historic TMD’s please contact Pinnacle client service Phone 1300 010 311 or Email service@pinnacleinvestment.com. 
 
This communication is for general information only. It is not intended as a securities recommendation or statement of opinion intended to 
influence a person or persons in making a decision in relation to investment. It has been prepared without taking account of any person’s 
objectives, financial situation or needs. Any persons relying on this information should obtain professional advice before doing so. Past 
performance is for illustrative purposes only and is not indicative of future performance. 
 
Whilst Longwave, PFSL and Pinnacle believe the information contained in this communication is reliable, no warranty is given as to its accuracy, 
reliability or completeness and persons relying on this information do so at their own risk. Subject to any liability which cannot be excluded under 
the relevant laws, Longwave, PFSL and Pinnacle disclaim all liability to any person relying on the information contained in this communication in 
respect of any loss or damage (including consequential loss or damage), however caused, which may be suffered or arise directly or indirectly in 
respect of such information. This disclaimer extends to any entity that may distribute this communication. 
 
Any opinions and forecasts reflect the judgment and assumptions of Longwave and its representatives on the basis of information available as at 
the date of publication and may later change without notice. Any projections contained in this presentation are estimates only and may not be 
realised in the future. Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or reproduction in whole or 
in part of the information contained in this communication is prohibited without obtaining prior written permission from Longwave. Pinnacle and 
its associates may have interests in financial products and may receive fees from companies referred to during this communication. This may 
contain the trade names or trademarks of various third parties, and if so, any such use is solely for illustrative purposes only. All product and 
company names are trademarks™ or registered® trademarks of their respective holders. Use of them does not imply any affiliation with, 
endorsement by, or association of any kind between them and Longwave. 
 
Zenith Disclaimer: 
The Zenith Investment Partners (ABN 27 103 132 672, AFS Licence 226872) (“Zenith”) rating (assigned Longwave Australian Small Companies Fund 
– February 2021) referred to in this piece is limited to “General Advice” (s766B Corporations Act 2001) for Wholesale clients only. This advice has 
been prepared without taking into account the objectives, financial situation or needs of any individual, including target markets of financial 
products, where applicable, and is subject to change at any time without prior notice. It is not a specific recommendation to purchase, sell or hold 
the relevant product(s). Investors should seek independent financial advice before making an investment decision and should consider the 
appropriateness of this advice in light of their own objectives, financial situation and needs. Investors should obtain a copy of, and consider the 
PDS or offer document before making any decision and refer to the full Zenith Product Assessment available on the Zenith website. Past 
performance is not an indication of future performance. Zenith usually charges the product issuer, fund manager or related party to conduct 
Product Assessments. Full details regarding Zenith’s methodology, ratings definitions and regulatory compliance are available on our Product 
Assessments and at Fund Research Regulatory Guidelines. 
 
Lonsec Disclaimer: 
The Lonsec Ratings (assigned as follows: Longwave Australian Small Companies Fund - assigned October 2022) presented in this document are 
published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421445. The Ratings are limited to “General Advice” (as defined in the Corporations 
Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial products. Past performance information is for illustrative 
purposes only and is not indicative of future performance. They are not a recommendation to purchase, sell or hold Longwave Capital Partners 
Pty Ltd products, and you should seek independent financial advice before investing in these products. The Ratings are subject to change without 
notice and Lonsec assumes no obligation to update the relevant documents following publication. Lonsec receives a fee from the Fund Manager 
for researching the products using comprehensive and objective criteria. For further information regarding Lonsec’s Ratings methodology, please 
refer to Lonsec’s website at: https://www.lonsec.com.au/investment-product-ratings/   
 
 

http://www.longwavecapital.com/
https://longwavecapital.com/wp-content/uploads/Longwave-Australian-Small-Companies-Fund-Class-A-PDS.pdf
https://longwavecapital.com/wp-content/uploads/Longwave-Australian-Small-Companies-Fund-Class-A-TMD.pdf
https://www.zenithpartners.com.au/our-solutions/investment-research/fund-research-regulatory-guidelines/
https://www.lonsec.com.au/investment-product-ratings/

