
 

 

 

 

 About the Fund  

The Pendal Smaller Companies Fund (Fund) is an actively managed portfolio 

investing in companies outside the top 100 listed on the Australian Stock 

Exchange and their equivalent on the New Zealand Stock Exchange that we 

believe are trading below their assessed valuation, and which we expect to grow 

their profits quickly. 

Investment Return Objective 

The Fund aims to provide a return (before fees, costs and taxes) that exceeds 

the S&P/ASX Small Ordinaries (TR) Index over the medium to long term. The 

suggested investment timeframe is five years or more. 

Description of Fund 

This Fund is designed for investors who want the potential for long term capital 

growth and tax effective income, diversification across a broad range of smaller 

companies and industries and are prepared to accept higher variability of 

returns. The Fund invests primarily in companies outside the top 100 lis ted on 

the Australian Securities Exchange. The Fund may also invest in equivalent 

companies listed on the New Zealand Stock Exchange, hold cash and may use 

derivatives. 

Pendal’s investment process for Australian shares is based on our core 

investment style and aims to add value through active stock selection and 

fundamental company research. Pendal’s core investment style is to select 

stocks based on our assessment of their long term worth and ability to 

outperform the market, without being restricted by a growth or value bias. Our 

fundamental company research focuses on valuation, franchise, management 

quality and risk factors (both financial and non -financial risk). 

The Fund may have assets denominated in foreign currencies. This means that 

changes in the value of the Australian dollar relative to foreign currencies may 

affect the value of the assets of the Fund. The Fund’s foreign currency exposure 

may be hedged from time to time, in whole or part. 

Derivatives may be used to reduce risk and can act as a hedge against adverse 

movements in a particular market and/or in the underlying assets. Derivatives 

can also be used to gain exposure to assets and markets. 

Investment Team 

The Pendal Smaller Companies Fund is managed by Pendal’s experienced 

Small Cap team. The Fund is managed by Lewis Edgley and Patrick 

Teodorowski. They are supported by an experience Small Cap team as well as 

the insight of Pendal’s broader Australian equities team. 

 

Portfolio characteristics 

Benchmark S&P/ASX Small Ordinaries (TR) Index 

Number of stocks Between 45 - 75 

Maximum cash weighting 20% 

Ex-ante tracking error Typically between 3% - 9% 

Active single stock position  +/-5% 

 
 

 Performance 

(%) Total Returns Benchmark 

  (post-fee) (pre-fee) Return 

1 month -3.31 -3.21 -3.17 

3 months -1.82 -1.51 -3.18 

6 months -11.16 -10.61 -13.20 

1 year -0.73 0.50 1.81 

2 years (p.a) 3.12 4.40 6.56 

3 years (p.a) 8.02 9.36 7.46 

5 years (p.a) 4.57 5.87 2.18 

Since  
Inception (p.a) 

11.41 12.71 7.16 
 

Source: Pendal as at 31 July 2026 

“Post-fee" returns assume reinvestment of distributions and is 

calculated using exit prices. “Pre-fee” returns exclude the effects 
of management costs and any taxes. Returns for periods greater 

than one year are annualised. Fund inception: December 1992.  

Past performance is not a reliable indicator of future performance.  

 

 Sector Allocation (as at 31 July 2026) 

Energy 4.6% 

Materials 12.9% 

Industrials 17.5% 

Consumer Discretionary 12.6% 

Consumer Staples 2.9% 

Health Care 2.0% 

Information Technology 14.0% 

Telecommunication Services 6.0% 

Utilities 0.0% 

Financials ex Property Trusts 17.3% 

Property Trusts 5.3% 

Cash & other 5.0% 
 

 

 Other Information 

Fund size (as at 31 July 2026) $309 million 

Date of inception December 1992 

Minimum investment $25,000 

Buy-sell spread1 

For the Fund's current buy-sell spread information, visit 
www.pendalgroup.com 

Distribution frequency Half-yearly 

APIR code RFA0819AU 
1 The buy-sell spread represents a contribution to the transaction costs 
incurred by the Fund, when the Fund is purchasing and selling assets. 
The buy-sell spread is generally incurred whenever you invest or 
withdraw funds, and may vary from time to time without notice.  

 

Fees and costs 

You should refer to the latest Product Disclosure 

Statement for full details of the ongoing fees and costs 

that you may be charged. 

Management fee2 1.22% pa 

2 This is the fee we charge for managing the assets and overseeing the 
operations of the Fund. The management fee is deducted from the 
Fund’s assets and reflected in its unit price.  
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Market review 

The month was marked by escalating tensions in the Middle East, 

as the US and Iran resumed limited hostilities, curtailing traffic 

through the Strait of Hormuz and sending the oil price skyward. 

There was also focus on the Fed. Benign CPI prints during the 

month eased pressure on the Fed to raise rates, but comments 

from Chair Kevin Warsh late in the month raised concerns about 

his commitments to fighting inflation and saw US long bond yields 

return to cycle highs. 

July also saw a sharp rotation away from semiconductor and AI 

capex-related names, which saw the iShares Semiconductor ETF 

retreat 29% from its highs. A number of factors likely played into 

this, but there were signs by the month’s end that this reversal may 

have played out for the near term. 

In Australia, June consumer price index (CPI) came in below 

expectations, which was seen as buying time for the RBA to hold 

rate steady while they see how the interplay between growth and 

inflation unfolds. 

Escalating Middle East tensions saw Brent crude surge 23.6% to 

US$90 a barrel. Elsewhere in commodities aluminium gained 

3.2%, copper 3.1% and gold +1.0%. Iron ore fell -3.6% on a softer 

seasonal outlook for Chinese demand. 

The S&P/ASX Small Ordinaries fell -3.2%, underperforming the 

2.1% gain in the S&P/ASX 300, which benefited from the rotation 

to the major banks where there was some unwind of the initial 

reaction to the budget as fears of a major housing downturn 

receded. 

Energy (+7.0%) did best, though underlying performance was 

mixed. Higher oil prices and a well-received update helped Viva 

Energy (VEA, +37.7%). Coal plays such as New Hope (NHC, -

2.8%) were more muted, while uranium producer NexGen Energy 

(NXG, -5.2%) was also soft. 

Consumer Discretionary (+4.3%) picked up as expectations 

around the pace and scale of rate increases receded. Stocks rose 

across much of the board, but there were particularly strong gains 

from Flight Centre (FLT, +10.4%), Guzman Y Gomez (GYG, 

+18.6%) and Domino’s Pizza (DMP, +18.8%). 

Information Technology (-12.0%) fared worst as the global rotation 

away from semiconductors/AI capex names hit stocks such as 

Elsight (ELS, -21.3%), Megaport (MPA, -16.1%) and Weebit Nano 

(WBT, -48.4%). 

Industrials (-7.4%) also underperformed, with contractors giving 

back some of their recent gains. 

Fund performance 

The Fund returned -3.31% after fees in July, a touch behind the 

index return of -3.17%.  

Several of the holdings which had been benefiting from AI-related 

capex such as Southern Cross Electrical Engineering and 

Macquarie Technology Group, among others, gave back some of 

their recent strong gains on the broader rotation against AI-related 

names. 

On the positive side good performance from Channel 

Infrastructure, Generation Development Group, Mainfreight and 

SkyCity Entertainment helped. 

Key contributors 

Overweight Channel Infrastructure New Zealand (CHI-NZ, 

+8.5%) 

Channel Infrastructure operates New Zealand’s largest fuel import 

terminal, handling around 40% of the nation's transport fuel and 

80% of its jet fuel. The facility receives refined products via a deep -

water harbor and stores it in on-site tanks before the fuel moves 

through a 170-kilometer pipeline to supply the Auckland and 

Northland markets. Continued supply disruption emphasises its 

role in the supply chain and it is seen as a beneficiary of future 

investment in fuel security. 

Underweight Weebit Nano (WBT, -48.4%) 

WBT designs and produces memory chips that are considered as 

a next-generation successor to traditional Flash memory chips with 

faster performance, lower power consumption and greater 

endurance. This technology has various application for AI and as 

such it has been highly sensitive to this broader trade, which 

resulted in a sell-off in July despite upgrading FY26 revenue 

guidance. 

Key detractors 

Overweight Objective Corporation (OCL, -32.0%)  

OCL is a software company building cloud -based digital solutions 

for government agencies and regulated industries. It fell on news 

that it had lost a long-standing contract with a Department of 

Defence agency. While this raised some concerns over further 

churn in its customer base, it does have the benefits of low 

customer concentration and the migration to a new, AI-enabled 

platform as well as a strong balance sheet. 

Underweight Viva Energy (VEA, +37.7%) 

VEA benefited from a higher oil price and refining margins as well 

as a strong market update, which highlighted the gains it is making 

in market share due to its superior supply chain in an environment 

of supply disruption. The portfolio does not hold VEA. 

Outlook 

It was interesting to note that even in a month where there was a 

large drawdown in semis and other AI investment-related stocks, 

the US market ended flat in July due to the rotation to other 

sectors. This highlights the current captive nature of liquidity in the 

market, which leads to greater stock and sector specific volatility.  

The other feature is the continued strength in earnings which is 

helping underpin the US market. There have been broad -based 

positive revisions for 2027 EPS, which is also supportive for 

markets.  

It is important to note that several US hyperscalers have reported 

an acceleration in cloud service revenues, suggesting they are 

seeing a pay-back on their AI spend. This may help ease concerns 

around the risks of over-spending and support current consensus 

expectations of capex as a percentage of cash flow peaking in 

2027, before receding and seeing a rebound in free cash flow. 

The current key near-term market risks remain a weakening US 

economy - of which there is little sign - or the rise in bond yields 

forcing the Fed’s hand on rates to restore confidence, which could 

lead to a de-rate in equities.  

A softer-than-expected inflation print in Australia does not mean 

the inflation problem is resolved, but does buy the RBA some time 

to see how the relationship between growth and inflation plays out.  

The RBA is keeping their options open, noting both the importance 

of getting back to target inflation - but also that, in their opinion, 

policy was moderately tight and the economy likely slowing. 

Governor Bullock has pointed out that this may help reduce the 

rate of inflation and they need to see whether that is sufficient.  

The fallout from the Federal Budget on the housing market also 

adds to the uncertainty; while policy is not driven by house prices it 

does affect activity and provides another reason for the RBA to 

pause. The rise in fuel prices is another complicating factor. 

Anecdotes indicate that the removal of the fuel excise rebate, 

combined with higher oil price, has led to a slowdown in 

discretionary spending in July.  



 

 

 

For more information please call 1300 346 821,  
contact your key account manager or visit pendalgroup.com 

 

 

 

This factsheet has been prepared by Pendal Fund Services Limited (PFSL) ABN 13 161 249 332, AFSL No 431426 and the information contained within is current as at the date of this factsheet. It is 

not to be published, or otherwise made available to any person other than the party to whom it is provided. 

PFSL is the responsible entity and issuer of units in the Pendal Smaller Companies Fund (Fund) ARSN: 089 939 328. A product disclosure statement (PDS) is available for the Fund and can be 
obtained by calling 1300 346 821 or visiting www.pendalgroup.com. The Target Market Determination (TMD) for the Fund is available at www.pendalgroup.com/ddo. You should obtain and consider 

the PDS and TMD before deciding whether to acquire, continue to hold or dispose of units in the Fund. An investment in the Fund is subject to investment risk, including possible delays in repayment of 

withdrawal proceeds and loss of income and principal invested.   

This factsheet is for general information purposes only, should not be considered as a comprehensive statement on any matter and should not be relied upon as such. It has been prepared without 
taking into account any recipient’s personal objectives, financial situation or needs. Because of this, recipients should, before acting on this information, consider its appropriateness having regard to 

their individual objectives, financial situation and needs. This information is not to be regarded as a securities recommendation. 

The information in this factsheet may contain material provided by third parties, is given in good faith and has been derived from sources believed to be accurate as at its issue date. While such 
material is published with necessary permission, and while all reasonable care has been taken to ensure that the information in this factsheet is complete and correct, to the maximum extent permitted 

by law neither PFSL nor any company in the Pendal group accepts any responsibility or liability for the accuracy or completeness of this information. 

Performance figures are calculated in accordance with the Financial Services Council (FSC) standards. Where performance returns are quoted "Post fees" then this assumes reinvestment of 
distributions and is calculated using exit prices which take into account management costs but not tax you may pay as an investor. Where performance returns are quoted "Pre fees and tax", they 

exclude the effects of management costs and any taxes. Past performance is not a reliable indicator of future performance. 

If market movements, cash flows or changes in the nature of an investment (e.g. a change in credit rating) cause the Fund to exceed any of the investment ranges or limits specified, this will be 
rectified by PFSL as soon as reasonably practicable after becoming aware of it. If PFSL does so, it will have no other obligations in relation to these circumstances. The procedures, investment ranges, 

benchmarks and limits specified are accurate as at the date of this factsheet and PFSL reserves the right to vary these from time to time. 

 

 

This will be one of several key factors to watch in August’s 

reporting season. In addition, while the banks are likely to have 

had good earnings performance, the test will be how cautiously 

they talk to the outlook, specifically on housing and asset quality. 

Going into reporting season we have seen a very mild shift to 

negative revisions, but not meaningful. Most sectors are still 

expected to deliver reasonable growth in FY27. Stock dispersion 

remans at elevated levels relative to index dispersion, suggesting 

scope for significant mispricing and good opportunities for active 

stock selection. 

Australian small caps remain at a discount to their long -term 

valuation relative to large caps. But while perhaps “cheap” in 

aggregate, the key opportunity lies in identifying stocks with 

attractive earnings growth. 

The portfolio remains balanced with a good mix of different kinds 

of alpha opportunities. These includes strong free cash flow 

generators such as AUB, Aussie Broadband and Channel 

Infrastructure NZ, companies which are well positioned in stable 

industries such as Codan and Netwealth, companies leveraging 

disruption such as Breville and Macquarie Technology, as well as 

companies benefiting from cyclical tailwinds such as Southern 

Cross Electrical Engineering and NRW Holdings. 
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