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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 May 2026 
 

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

Fund (Net) 4.93% -3.99% -8.20% 12.36% 10.93% - 13.97% 

Benchmark3 2.03% -6.13% -4.70% 11.25% 10.50% - 11.79% 

Active Return 2.91% 2.14% -3.50% 1.11% 0.43% - 2.17% 
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Market Commentary 

The ASX Small Ordinaries Accumulation Index rose +2.03% in May, outperforming ASX Large Caps (+1.15%) for a second consecutive 
month. AI demand was the defining thematic, driving moves across data centre connectivity, critical resources and energy companies. 

Small Resources gained +2.6%, led by base metals, with copper rallying strongly supported by surging demand from AI infrastructure 
buildout and data centre construction. Energy names were weaker as oil fell sharply. 

Small Industrials gained +1.7%. Technology was the standout sector, driven by the accelerating pace of enterprise AI adoption which is 
expanding the addressable market for data centre connectivity and cloud infrastructure providers. Cyclicals also benefitted from this 
thematic through strong gains in industrial contractors. 

Recent macro data has been weak following the recent rate rise cycle. Q1 GDP slowed sharply to 0.3% quarter-on-quarter (0.8% in Q4 
2025), missing the 0.5% consensus while household consumption is weakening and consumer confidence continues to fall. April headline 
CPI came in at 4.2%, below the 4.4% forecast and down from 4.6% the prior month, the lowest reading of the current cycle while 
unemployment rose to 4.5% from 4.3%, the first meaningful rise in some time. The RBA has indicated the Board has time to wait and 
assess how higher rates and recent housing-related tax changes will flow through and the weak macro data supports the patient stance.

 

Portfolio Commentary 

The Blackwattle Small Cap Quality Fund outperformed the ASX Small Ordinaries Accumulation index by 2.91% in May.  

The Key Contributors to performance in May were Megaport (MP1) and Tasmea (TEA). 

Megaport (+69.4%) is a global telecommunications provider connecting approximately 1,000 data centres worldwide via a proprietary 
software layer, making it part of the picks and shovels needed to deliver AI workloads to corporates. Its core connectivity offering, built over 
many years, has been transformed by the addition of compute-as-a-service in November last year. The core connectivity offering enables 
Megaport to scale compute much more efficiently than other pure-play compute providers such as Firmus and Sharon AI. The share price 
appreciation in May came as the market began to appreciate the significance of this evolution. We believe this is one of the most 
compelling investment cases we have seen in some time.  

Tasmea (+27.5%) is a founder-led diversified trade-skilled services business providing essential maintenance and engineering services 
across the mining, energy, utilities, water and infrastructure sectors. The majority of Tasmea's revenues are derived from electrical work, 
positioning the business as a direct beneficiary of the accelerating energy transition and the growing demand for electrical infrastructure. 
The share price continued to rise in May, supported by increasing investor interest in the electrification thematic and the company's strong 
track record of organic growth, augmented by accretive bolt-on acquisitions. 

The Key Detractor from performance in May was Magellan Financial Group (MFG) 

Magellan Financial Group (-17.2%) has historically been pure-play funds manager, but is now in the process of transforming to a broader 
financial services business through its merger with Barrenjoey Capital Partners, a leading Australian investment bank. The investment case 
is anchored in the backing Barrenjoey’s high caliber talent pool, including founders Matthew Grounds and Guy Fowler, two of the most 
experienced operators in Australian financial markets. The merger provides Barrenjoey with ~$650 million of balance sheet liquidity, which 
has reportedly been a handbrake to its already stella growth in recent years. The MFG share price was weak in May after the old MFG 
Board announced its intention to transfer management of its legacy Global Equities fund to a partner manager, resulting in a loss of 
revenue. The fund has been in sustained outflow, and this decision cauterizes the wound, cleaning up Magellan's legacy issues. Post-
month-end Magellan has changed its name to Barrenjoey Group, a sign of the fundamental transformation happening within the business. 

 

Outlook 

Valuations remain depressed across several pockets of the ASX Small Ordinaries Accumulation Index. Software companies continue to 
trade at discounted multiples amid concerns around AI-driven disruption, consumer-facing businesses remain under pressure following the 
RBA's rate-hiking cycle, and longer-duration growth stocks have been weighed down by global inflation concerns and higher discount 
rates. 

The result is that Australian Small Caps are trading at one of their largest valuation discounts to Large Caps in more than a decade. 
Importantly, many of the economic conditions that contributed to that discount now appear to be turning. 
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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. 

 
 

Recent macroeconomic data suggests monetary policy is having its intended effect and that the rate-hiking cycle may be nearing its 
conclusion. Historically, Small Caps have tended to outperform well before the RBA formally changes course, often beginning their recovery 
one to two quarters ahead of the first rate cut. By the time policy has pivoted, a significant portion of the valuation gap has often already 
narrowed. 

This is because equity markets respond to changes in the expected path of interest rates rather than the prevailing cash rate itself. As 
forward expectations begin to reprice, multiple expansion can occur independently of any action by the RBA. The recent CPI print, softer 
GDP growth and a gradual easing in labour market conditions are collectively consistent with that repricing process beginning to emerge. 

Dan & Rob 
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