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1 Returns are calculated after fees have been deducted and assume distributions have been reinvested. No allowance is made for tax when calculating 
these figures. Past performance is not a reliable indicator of future performance. Source: Apex. 2 The inception date for the Fund is 12 September 2023. 
Returns greater than 1 year are annualised’ or “calculated on an annualised basis. 3 Small Ordinaries Accumulation Index. * Inclusive of Goods and 
Services Tax (GST) and net of any Reduced Input Tax Credits (RITC). 

About the Fund 

The fund aims to deliver outperformance through the cycle, irrespective of market direction or factor leadership. Our goal is to achieve higher 
relative returns with lower volatility. 

As fundamental investors, we employ in-depth bottom-up research to identify the best quality Small Cap opportunities. We manage diversified 
portfolios, seeking returns from all sectors. 

We prioritise active risk management and consider capital preservation at every stage of our investment process. 

Blackwattle Investment Partners 

Blackwattle is a new generation, highly aligned, Australian investment manager investing in quality businesses and people. 

Alignment  Quality  Trust 
Shared staff ownership, zero personal 
trading, profit and personal salary 
reinvestment, and most importantly 
significant personal investment alongside 
our clients. 

 We aim to buy businesses that have a 
forward advantage, trustworthy aligned 
management, priced below intrinsic value.  

 We believe that honesty and transparency 
builds trust with our clients, stakeholders,  
and community. 

 

Key Information 
Fund Name Blackwattle Small Cap Quality Fund 

APIR ETL0788AU 

Inception Date 12 September 2023 

Typical number of stocks 30-60 

Cash limit 20% (typically 0-10%) 

Cash Distributions Semi-annually 

Redemptions Daily 

Buy Sell Spread 0.25% upon entry and 0.25% upon exit 

Fees Management 1.13% | Performance 20.5% 

Constrained Capacity $750m (or up to 25bps of the benchmark) 

Platform Netwealth, HUB24 

Objective The Fund aims to outperform the S&P/ASX 
Small Ordinaries Accumulation Index (after 
fees and before taxes) over the long term 

 

Portfolio Managers 

 

Robert Hawkesford  
20+ years investment experience. Most 
recently in a small team at Ellerston Capital 
managing the institutional Australian Small Cap 
portfolio. Member of Ellerston’s ESG and 
Broker Review Committees. 

 

Daniel Broeren  
20+ years investment experience. Extensive 
long and short experience. Most recently 
Portfolio Manager, Watermark Funds 
Management (Australian Long/Short). 
Previously Portfolio Manager of the Invesco 
Small Companies Fund. 

 

Fund Performance1 
Blackwattle Small Cap Quality Fund Performance (net of fees) as at 30 June 2025 
 

  1 month 3 months 6 Months 1 Year 2 Years 3 Years Inception p.a2 

Fund (Net) 1.90% 8.50% 2.13% 12.11% - - 15.39% 

Benchmark3 0.85% 8.62% 6.45% 12.26% - - 12.05% 

Active Return 1.05% -0.12% -4.32% -0.15% - - 3.34% 
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Top 5 Holdings 
    

 

 

Market Commentary 

The ASX Small Ordinaries Accumulation Index rose 0.9% in June, consolidating the strong 5.8% return from May. Markets rallied towards 
the end of June as the war between Israel and Iran approached a cease fire. Markets were also supported by optimism that tariff 
negotiations between the Trump Administration, China and Europe were making progress ahead of the 9th July deadline. 

Small Industrials gained 2.3% in June while Small Resources fell 2.5%. Within Resources, A key feature of the month was the peaking of 
the gold sector, which has been the standout performer for CY25 to date. While the gold commodity price was flat in June, gold equities fell 
circa 10%. Softness in gold equities was offset by strength in the Energy sector, as the Middle East conflict briefly lifted oil prices.  

On the monetary policy front, mild inflation in Europe and the US has generated confidence that central banks are willing to lower interest 
rates this year. However, the surprise decision by the RBA on July 8th to hold rates flat demonstrates that inflation is just one consideration. 
It appears that loosening financial conditions (rising equity and bond markets), were the spoiler.  

Australia's economic data saw a curious mix of results. Labour market data was encouraging with strong job gains in May and 
unemployment remaining stable at 4.1%. However, retail spending is subdued as the 'cost of living' continues to squeeze consumer 
budgets. 

 

Portfolio Commentary 

The Blackwattle Small Cap Quality Fund outperformed the ASX Small Ordinaries Accumulation index by 1.05% in June.  

The Key Contributors to performance in June were Zip Co (ZIP), Paladin Energy (PDN), and Qualitas (QAL). 

Zip Co surged 54.7% in the month following a positive trading update and upgrade to FY25 earnings guidance, which alleviated concerns 
that tariff uncertainty would drive a slowdown in top line growth and increase bad debts in the US where Zip is expected to generate most 
of its future growth. Despite earnings upgrades and a strong rally in the share price, Zip has only recently recovered to levels that it traded 
at the start of the year. We still see meaningful upside through the ongoing penetration of BNPL products in the US which has a significant 
runway, sitting at only ~2% today, vs ~15% and ~20% in Australia and Europe respectively.  

Paladin shares rose 29.3% in June. Paladin is the fund’s key exposure to the nuclear demand thematic and the need for baseload power to 
support the growing fleet of intermittent renewable generators. As a uranium producer (not a developer), Paladin is well-positioned to 
benefit from the near-term supply shortfall and the high incentive pricing required to stimulate further uranium production. In early 2025 
Paladin experienced ramp-up issues at the Langer Heinrich mine. While such challenges are common during ramp-up phases, Paladin 
shares experienced a significant sell-off. With many of these issues now rectified and with the uranium spot price recovering to more 
realistic levels, we see potential for material share price outperformance.   

Qualitas is a founder-led alternative investment manager focused on private credit in the Commercial Real Estate sector. Shares rose 21.5% 
in June with strength continuing from May when Qualitas provided a strong deployment update and the RBA cut the cash rate for a second 
time (two more rate cuts priced in for 2025). Beyond falling cash rates, the residential development outlook continues to improve as the 
government introduces initiatives to reduce planning approval times and the level of deposit required by first home buyers. Despite the 
recent share price run, we still see plenty more upside as Qualitas capitalises on the structural tailwinds of ongoing penetration of private 
credit and the housing undersupply in Australia. 

The Key Detractors from performance in June were HealthCo REIT (HCW), Accent Group (AX1) and Ramelius Resources (RMS). 

HealthCo REIT (-17.4%) is the landlord of a portfolio of high-quality healthcare properties, including 11 hospitals leased to private operator 
Healthscope. Healthcare properties typically benefit from relatively consistent demand as tenants are providing essential services to the 
community. While this is the case for HealthCo’s properties, the company’s valuation is currently trading at a >50% discount to its asset 
backing (NTA) as its major tenant, Healthscope, is managing a well-publicised restructure, including a recapitalisation and sale process. 
While this event has spooked some investors, we see the administration process as the key catalyst the tenant needs to reduce its cost 
base, allowing it to pay its rent, retain its leases, and therefore its operating licenses. While we expect HealthCo management may agree to 
some rental discounts as part of the restructure, these are likely to be single-digit changes and be accompanied by lease term extensions. 
We expect this restructuring process to conclude in the coming months and for the NTA discount to close. Upon resumption of the full 
dividend, we forecast a yield greater than 12% per annum at the current share price. 

Accent Group is a leading Australian footwear wholesaler and retailer operating several banners including Hype DC, Platypus, Skechers, 
Vans, Hoka, and The Athlete’s Foot. Shares fell 26.6% in June following a downgrade to FY25 earnings guidance due to a weak Q4 trading 
environment for lifestyle footwear. Competitive tension in the sector has been elevated for several months, leading to lower gross margin 
and negative operating leverage. We do not see an immediate resolution of this trend and exited the position during the month. 
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How to Invest  

To invest please click on the link  
www.blackwattlepartners.com/invest/ or call 02 7208 9922. 

Contact Details 

Investor Services 
Apex Fund Services 
Ph: 1300 133 451  
E: registry@apexgroup.com 

Distribution and Sales Team 

 

Matt Dell 
Executive Director 
0423 793 456 
mdell@blackwattlepartners.com 

 

Maggie Mills 
Head of Distribution 
0498 183 569 
mmills@blackwattlepartners.com 
 
 

  

 

Justin Carroll 
Senior Account Director QLD 
0410 403 608 
jcarroll@blackwattlepartners.com 

 

Nick O'Hare 
Senior Account Director VIC 
0423 773 837 
nohare@blackwattlepartners.com 

 

Sid Cavallaro 
Senior Account Director NSW 
0409 405 617 
scavallaro@blackwattlepartners.com 
 

This document is issued by Blackwattle Investment Partners Pty Limited (ABN 24 663 839 094) (BIP) corporate authorised representative of Blackwattle Licensing 
Pty Limited (ACN 665 711 839 AFSL 547 617) (corporate authorised representative no. 001304362) the investment manager of the Blackwattle Small Cap Quality 
Fund. Equity Trustees Limited (ABN 46 004 031 289, AFSL No. 240975) (EQT) is the responsible entity of the Fund. 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 document is intended to provide 
general information only and is subject to change. It does not constitute an offer to subscribe for units in the Fund. The information does not consider the 
investment objectives, financial situation, or particular needs of any individual. You should seek advice from your licensed financial adviser and read the product 
disclosure statement (PDS) before making an investment decision. The PDS and target market determination (TMD) for the Fund can be obtained for free by 
visiting our website www.blackwattlepartners.com. The Fund commenced on 12th September 2023. Returns shown for the Fund have been calculated using exit 
prices after taking into account fund ongoing fees and assuming reinvestment of distributions. No allowance has been made for taxation. Neither BIP, EQT or their 
related body corporates guarantee repayment of capital or any particular rate of return. An investment may achieve a lower-than-expected return and investors 
risk losing some or all of their principal investment. BIP has obtained information from sources it considers to be reliable but does not represent that such 
information is accurate or complete, or that it should be relied upon. Neither BIP nor EQT make any representations or warranties, express or implied, as to the 
accuracy or completeness of the information it provides and to the maximum extent permitted by law, neither BIP, EQT nor its directors, employees or agents 
accept any liability for any loss caused by using this information. 

The Zenith Investment Partners (ABN 27 103 132 672, AFS Licence 226872) (“Zenith”) rating (Issued February 2025) referred to in this piece is limited to “General 
Advice” (s766B Corporations Act 2001) for Retail 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. 

 

Ramelius Resources fell 12.5% in June, absent any material news, which was roughly in line with the small cap gold sector, which fell circa 
10%. Since the end of the month, Ramelius has reported a strong 4Q update, beating expectations for production and cashflow. And the 
proposed acquisition of Spartan Resources (SPR) has been approved by shareholders, expected to become effective at the close of 
business on Tuesday 22nd July.  The merger of Ramelius and Spartan is compelling, bringing together complementary long-life, low-cost, 
and high-grade assets with growth potential, run by a solid management team, at an attractive valuation. 

 

Outlook 

Momentum was the strongest-performing factor within the ASX300 over FY25, outperforming traditional fundamental styles such as 
Growth, Value, and Quality. This trend has been most pronounced in Small Caps, where valuations for a select group of market favourites 
have continued to stretch. The ASX300’s 1-year forward P/E multiple is currently trading at 18.9x – more than two standard deviations 
above the 10-year average of 16.1x and the 20-year average of 14.7x. A similar dynamic was observed in February, when elevated 
valuations heading into the interim reporting season left little room for earnings disappointment. As we approach the full-year reporting 
period in August, risk management will remain a critical focus. 

As noted earlier, one key development in recent weeks has been the partial easing of tensions in the Middle East, which has – at least 
temporarily – removed a tailwind for gold. In response, we have locked-in some profits in gold positions as we await further developments. 
These investments have been among the most meaningful contributors to performance this year and highlight the importance of 
maintaining resources exposure within a Small Cap mandate. 

Despite ongoing volatility – driven by shifting sentiment and macro headlines – the recent quarter has presented opportunities to initiate or 
add to high-quality positions at valuations not seen for some time. We believe these actions position the fund well for medium- to long-term 
outperformance. 

Dan & Rob
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