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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) 

Platforms Netwealth, HUB24, BT 

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 31 July 2026 
 

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

Fund (Net) -5.05% 3.44% -8.72% 5.96% 8.66% - 12.55% 

Benchmark3 -3.17% -3.18% -13.20% 1.81% 6.56% - 9.08% 

Active Return -1.89% 6.62% 4.48% 4.14% 2.10% - 3.47% 
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Market Commentary 

The ASX Small Ordinaries Accumulation Index fell -3.17% in July, underperforming Large Caps (ASX100, +2.75%) for a second consecutive 
month. Risk-off sentiment drove a sharp rotation away from smaller companies, with technology and resource stocks among the key areas 
of weakness. 

Small Resources fell -3.7%, with broad-based weakness across the sector. Critical minerals were the largest drag as concerns around the 
pace of technology investment weighed on expectations for demand for commodities linked to the energy transition. Gold equities were the 
exception, rising around 1% as safe-haven demand increased amid uncertainty surrounding the Iran conflict. 

Small Industrials fell -2.9%, led by weakness in growth-oriented technology stocks. Concerns around the pace and economics of 
investment in artificial intelligence were heightened by several developments, including Meta's decision to offer excess computing capacity 
externally, the release of Moonshot's Kimi K3 model and widening US hyperscaler bond spreads, which raised questions around the 
funding and returns of large-scale technology infrastructure investment. 

Domestically, economic data provided a welcome positive surprise. Consumer and business confidence both recovered from recent lows, 
while unemployment remained steady at 4.4%. June CPI eased to 3.8% year-on-year, below both expectations of 4.0% and May's 4.0% 
reading, reinforcing the view that monetary policy is having its intended effect. 

 

Portfolio Commentary 

The Blackwattle Small Cap Quality Fund underperformed the ASX Small Ordinaries Accumulation index by 1.89% in July. 

The Key Contributor to performance in July was Vysarn (VYS). 

Vysarn (+12.3%) provides vertically integrated water services, including hydrogeological drilling, consultancy, and wastewater infrastructure 
to major resources, infrastructure, and utilities clients. The stock rose in July following the release of its preliminary FY26 result 
demonstrating revenue and earnings growth both greater than 30%, along with a solid FY27 outlook. Vysarn also announced the 
acquisition of Welltech, which will add water infrastructure construction, wastewater bypass, drilling and field services capability across the 
platform. The transaction is ~37% EPS accretive and is expected to settle in September. There is additional optionality in the emerging 
water asset management business. 

The Key Detractors from performance in July were Megaport (MP1) and Zip Co (ZIP). 

Megaport (-16.1%) is a global telecommunications provider connecting approximately 1,100 data centres worldwide via a proprietary 
software layer, making it part of the picks and shovels needed to deliver AI workloads. The share price has appreciated materially in recent 
months after the company secured several new AI infrastructure contracts and announced the establishment of an on-demand GPU pool, 
both of which drove meaningful earnings upgrades and reinforced growing market appreciation of the compute-as-a-service offering. The 
share price consolidated in July following a period of rapid appreciation, which is typical after moves of this magnitude. AI adoption 
continues to accelerate globally, expanding the addressable market for Megaport's platform and creating a growing pipeline of contract 
opportunities. 

Zip Co (-21.3%) is a buy now pay later provider operating primarily in the United States and Australia. The stock fell -21% in July, taking a 
breather following a +109% gain in the June quarter. The decline reflected risk-off sentiment around technology and AI stocks, 
compounded by renewed uncertainty over the Iran conflict, with no significant company-specific news driving the move. We continue to 
view Zip as well positioned for medium-term growth, with BNPL penetration in the US still at an early stage relative to more mature markets 
such as Australia and Europe, providing a significant runway for expansion. Combined with the company's growing scale and improving 
operating leverage, we believe Zip remains well placed to deliver strong returns over the medium term.

 

Outlook 

As we move further into the new financial year, equity markets continue to demonstrate resilience despite ongoing geopolitical uncertainty. 
The situation between Iran and the US remains unresolved, yet markets have largely looked through it, with major indices continuing to 
trade higher. This suggests investors remain focused on underlying earnings and long-term structural growth opportunities rather than 
allowing geopolitical developments to dictate market direction. 

The significant rotation away from Resources following the strong CY25 performance has also created opportunities within the sector. While 
we remain cautious, several areas are now screening attractively on valuation, and we have begun selectively increasing our exposure 
where we see idiosyncratic opportunities for companies to outperform, without the necessity for strong underlying commodity appreciation. 
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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 
Non-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 46 004 031 298, 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. 
The rating issued September 2025 is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445 (Lonsec). Ratings are general advice only and have 
been prepared without taking account of your objectives, financial situation or needs. Consider your personal circumstances, read the product disclosure statement, 
and seek independent financial advice before investing. The rating is not a recommendation to purchase, sell or hold any product. Past performance information is not 
indicative of future performance. Ratings are subject to change without notice and Lonsec assumes no obligation to update. Lonsec uses objective criteria and receives 
a fee from the Fund Manager. Visit lonsec.com.au for ratings information and to access the full report. © 2020 Lonsec. All rights reserved. 

 
 

With reporting season approaching, we expect volatility to increase, particularly given the sharp divergence in share price performance 
across sectors and individual stocks over recent months. If recent reporting seasons are any guide, relatively small changes to earnings 
expectations can result in significant share price movements. We are therefore actively locking in gains where appropriate ahead of results, 
creating the flexibility to take advantage of opportunities that may emerge from increased volatility. 

More broadly, we continue to see an attractive opportunity set emerging across the market. Valuations remain compelling in a number of 
areas that have been out of favour, while the prospect of a more supportive interest rate environment provides a potential catalyst for these 
discounts to close. Our focus remains on identifying quality businesses with strong competitive positions, sustainable earnings growth and 
attractive valuations, while maintaining sufficient flexibility to take advantage of market dislocations as they arise. 

Dan & Rob 
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