
Fund Performance1

Eiger Australian Small Companies Fund Performance (net of fees) as at 31 December 2022
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% p.a
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% p.a

Inception 
% p.a2

Eiger Australian Small 
Companies Fund (net)

-5.3 5.3 -22.1 1.4 7.1 - - 9.3

S&P/ASX Small Ordinaries 
Accumulation Index -3.7 7.5 -18.4 -2.3 1.4 - - 3.4

Active return -1.6 -2.2 -3.7 3.7 5.7 - - 5.9

Track Record of Investment Strategy
Historical performance of the investment strategy applicable to the Fund3 (net of fees) as at 31 December 2022
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%

3 month  
%

1 year 
%

2 years  
% p.a

3 years  
% p.a

5 years  
% p.a

10 years  
% p.a

Inception 
% p.a3

Investment strategy (net) -5.3 5.3 -22.1 1.4 7.1 7.2 11.2 8.8

S&P/ASX Small Ordinaries 
Accumulation Index -3.7 7.5 -18.4 -2.3 1.4 2.9 5.1 2.9

Active return -1.6 -2.2 -3.7 3.7 5.7 4.3 6.1 5.9

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: Fidante Partners Limited, 31 December 2022.

2	 The inception date for the Fund is 26 March 2019.
3	 Eiger Capital launched the Fund on 26 March 2019. Eiger Capital’s Stephen Wood and Victor Gomes apply the same strategy to the Fund as they 

applied between 1 April 2011 and 31 March 2019 to a mandate they managed whilst at another large asset management firm, including the same 
investment process, methodology and investment universe. For information purposes, we have provided the historical performance of the strategy 
since 1 April 2011. The strategy’s performance represented here is on an after fees basis, whereby returns are adjusted to reflect the Fund’s fees as if 
applied throughout the relevant performance period of the strategy. Source: Fidante Partners Limited, 31 December 2022.
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Fund facts
Portfolio managers Stephen Wood, Victor Gomes, 

David Haddad

Fund inception date 26 March 2019

Investment objective The Fund aims to outperform 
the S&P/ASX Small Ordinaries 
Accumulation Index over rolling 
five year periods (after fees).

Management fee 1.00%

Performance fee	 20% of the Fund’s daily return 
(after fees and expenses 
and after adding back any 
distributions paid) above the 
Performance Benchmark.4

Buy/sell spread +0.40% / -0.40%

Fund size $367.6M

Distribution frequency Quarterly

Fund features
Concentrated

A best-ideas portfolio of small and medium company 
opportunities. Typically 30-40 stocks, diversified across 
industry sectors and actively risk managed

Nursery for future leaders

We focus on identifying small and medium companies with 
potential to strongly compound up growth over the medium 
term regardless of economic cycles. We prefer companies that 
have enduring quality-based franchise factors.

Experienced and aligned

The investment team has more than 60 years of combined 
industry experience. We have materially invested in the Fund 
alongside our clients and also own a majority of equity in  
Eiger Capital.

Disciplined and proven process

We take a longer term view than the market, intrinsically 
valuing small companies using our proprietary 6 year cashflow-
based valuation model. We then apply our “9 Commandments” 
qualitative investment rules, distilled from our 60 years of 
industry experience. This proven investment process has 
delivered our clients strong long term investment returns 
through varying phases of equity markets.

Top 3 active positions (alphabetical)

Technology One

Auckland International Airport

Elders

Stock attribution (alphabetical)

Contributors

Chalice Mining Announced resource extension

Lifestyle Communities Strong market update

Technology One Strong market update

Detractors

Elders CEO Retirement and peak cycle 
concerns

Pilbara Lithium sector weakness

Ryman Healthcare Weaker market update

Asset allocation Actual % Range %

Security 90.5 90-100%

Cash 9.5 0-10%

Consumer 
Discretionary

20%

Information 
Technology

18%

Materials
17%

Energy
16%

Industrials
10%

Financials
6%

Consumer 
Staples

5%

Health Care
4%

Real Estate
4%
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Fund performance summary
The S&P/ASX Small Ordinaries Accumulation Index returned 
7.5% for the quarter. The Eiger Australian Small Companies 
Fund underperformed the market and returned 5.3% over the 
same period.

Market overview
The S&P/ASX Small Ordinaries Index (XSO) was up 7.5% during 
the Quarter. The Small Industrials increased by 6.6%, while 
the Small Resources increased by 10.3%. The XSO finished 
the quarter on a 2yr forecast P/E ratio of 14.7x which is -14.0% 
below its 5-year average. This valuation is a 3.2% premium to the 
ASX200.

The best performing sectors for the quarter were: Metals & 
Mining Steel (+32.1%), Metals & Mining - Precious (+25.7%), 
Aged Living (+20.5%), and Mining Services & Engineering 
(+20.4%). The worst performing sectors were: Real Estate 
Management & Development (-2.4%), Agricultural Products 
(-3.7%), Commercial Services (-5.7%, and Metals & Mining - 
Critical Minerals (-10.9%). 

The best performing stocks within the XSO Index were Chalice 
Mining (CHN +60.3%), Polynovo (PNV +55.4%), Champion 
Iron (54.8%), and Telix Pharmaceuticals (TLX +53.7%). Chalice 
Mining announced strong drill results which expanded its 
resource, Polynovo and Champion Iron both released positive 
quarterly results, and Telix updated the market on trial and 
approval progress.

The worst performing stocks in the XSO index were City Chic 
(CCX -63.7%), Jervois Global (JRV -45.2%), 5E Advanced 
Materials (5EA -41.9%), and Ioneer (INR -40.2%). City Chic 
provided an updated outlook which confirmed the market’s 
concerns around high inventory. Jervois Global gave a quarterly 
update and launched a capital raising. 5EA continued to show 
weakness off the back of the CEO’s resignation in October, whilst 
Ioneer declined after missing guidance.

Market outlook
World markets continue to be concerned about weakening 
growth and ever-increasing concerns around inflation. It appears 
to us that more and more some financial markets are struggling 
to function. Spreads in many credit markets have widened 
materially. Central banks are now in an unenvious position. They 
need to stamp out a worldwide inflation outbreak while growth 
is weakening, and geopolitical risk is very high. We continue to 
monitor the risk of recession closely and now believe that it is far 
more likely than not in most countries.

The cost of energy has risen significantly over the last 12 months. 
In addition, the ability of China to supply the world with a just-
in-time supply on a huge range of consumer and intermediate 
goods had already been impacted by high shipping costs (which 
have now passed their peak) and persistent COVID lockdowns in 
China. Inflationary impacts will need to unwind quickly from now 
to avoid an inflation/wage cost spiral. Particularly as Northern 
Hemisphere winter power bills are about to rise significantly.

During the first six months of this year equity markets 
compressed the premium valuation of growth and tech stocks. 
Tech stocks, which often have no earnings, have been hit 
particularly hard as interest rates have risen. We believe the 
focus of equity markets has now shifted to who can manage cost 
pressures and raise prices – whether a company is viewed as 
low growth, high growth, or loss-making tech.

We remain very wary as we believe that general economic 
conditions continue to deteriorate. We believe that in general 
investors should avoid companies that are likely to need to 
refinance significant debt or rely heavily on debt or equity 
markets to fund projects, as well as those without pricing power.
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2023 – The year of H.O.P.E?

There is an acronym often used alongside talks of recession 
– HOPE. The acronym points to a sequence of data typically
preceding an economic downturn. We usually see a fall in
housing prices first, followed by declining orders and profits, and
finally falling levels of employment. In this theme piece we look
at some data that suggests that we may be half way through HO-
PE already.

Throughout 2022 we have noticed market commentary flip 
flopping between positive and negative outlooks. The market 
has constantly battled to find direction with any certainty or 
consensus. Toward the end of 2022 we have observed some 
data in consumer activity that may point to where we are in the 
current cycle. Throughout the last two years of COVID disruption 
the usual signals and indices have been noisy and full of 
surprise, but we may now be seeing some clearer trends. 

“Throughout the last two years of
 COVID disruption the usual signals 

 and indices have been noisy and 
full of surprise, but we may now be 

seeing some clearer trends.”
We would firstly like to set some context by reviewing the 
economic environment in 2019 before COVID disrupted the 
world. In late 2018 the US Federal Reserve started raising rates. 
The Reserve Bank of Australia followed briefly also in late 2018.  
Consequently in 2019 consumer sentiment began falling as did 
Australian house prices. This resulted in a reversal and in mid-
2019 the RBA began cutting rates. Total credit card balances 
had been decreasing through 2019 as people cancelled their 
credit cards, slowed spending, and started saving. Performance 
of Manufacturing Index (PMI) values fell and so did business 
profitability. Consumers had begun a slowdown and it had just 
started hitting profits before COVID emerged and disrupted  
the cycle.

Housing
The HOPE acronym suggests that housing price falls are the first 
indication of potential recession. In Australia house prices, as 
measured by the Oxford Economics House Price Index, peaked 
in the early months of 2022 and by the latest data point at the end 
of November had fallen by nearly 10%. The Australian housing 
market experienced a surge through 2020 and 2021 driven by 
access to cheap capital, higher household disposable income 
(likely due to less discretionary spending) and the introduction of 
widespread remote working arrangements. The peak in housing 
prices has perfectly coincided with the Reserve Bank of Australia’s 
decision to lift rates rapidly from their historical low.

House Price Index - Australia (%)
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As you can see from the chart below, the variable mortgage rate 
has surged in a short space of time, but debt/disposable income 
ratios have not yet reversed. Various data and research we’ve 
seen indicates that a large portion of the Australian mortgage 
pool locked their mortgage rates during 2020/2021. Research 
from Credit Suisse has suggested that around one-third of fixed 
rate mortgages will reset to variable rates in the first half of 2023, 
another third in second half 2023 and the remainder during 2024. 
This will significantly increase monthly repayments for many 
mortgagees and have a significant flow on impact to spending.  

Australian Mortgage Repayment Environment
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Orders
Consumer spending patterns have been a closely watched topic 
throughout the year and in recent months there has been a lot 
of commentary highlighting the resilience of consumer spending, 
particularly in the discretionary sector. Nearly 2 years of disrupted 
lifestyle and inability to travel freely has helped Australian savings 
accounts grow significantly. The personal savings ratio peaked in 
mid-2020 after months of restrictions and lockdowns hampered 
people’s ability to spend money on travel and entertainment. 
This accumulated savings quickly eroded between late 2020 and 
mid-2021 as restrictions eased and mobility increased. With the 
introduction of further restrictions for the Delta wave in mid-2021, 
savings balances climbed again although never quite reached 
their 2020 peak. Savings balances declined sharply around 
Christmas 2021 and have been falling throughout the year before 
stabilising around mid-2022. 

Personal Sector Savings
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To analyse the orders component of HOPE we look to consumer 
data for some insight. We note that consumer sentiment, which 
is now at its lowest level in the last 30 years, has fallen sharply in 
line with declining savings balances. Since mid-2020, consumer 
surveys have shown an increasing portion of people allocating 
debt repayments as the wisest place for savings. At the same 
time people are becoming increasingly uncertain about where to 
allocate spare cash and less confident about spending it. 

Consumer Sentiment Index
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We find this interesting when compared to monthly credit card 
data provided by the Australian Bureau of Statistics. The number 
of credit cards in Australia began falling sharply in the second half 
of 2019 and continued falling throughout 2020 before stabilising 
later in 2021. We note that buy now pay later increasing in 
popularity in 2018 is likely to have partially contributed to this. 
After the Delta strain impact ended in late 2021 we saw a strong 
increase in monthly credit card spending with total credit card 
balances begin to climb again. Interestingly monthly credit card 
repayments have not grown at the same pace as purchases and 
cash advance transactions have risen, suggesting an increase in 
consumers’ debt burden. 

We are left with a scenario where savings ratios are back to 2019 
levels, but interest rates are significantly higher, credit card debt 
has grown, the ratio of household debt to disposable income 
remains at all-time highs, cost inflation persists, all whilst real net 
disposable income has hit a plateau. Most mortgagees are yet to 
experience the interest rate rises affect their monthly repayments. 
Whilst spending hasn’t slowed yet, we’ve seen a sharp decline in 
Australian PMI data over the last few months. We think consumer 
spending data may show a decline in early 2023 particularly in 
the discretionary sector. This brings us to the next point – profits.    

Performance of Manufacturing Index
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Source: The Australian Industry Group. Data displayed as a 3 month 
moving average. 

Profits
According to the Business Survey conducted by NAB, profitability 
is at its highest level since the first data point in 1997. It was only 
at the beginning of 2021 as the country emerged from lockdown 
with full savings accounts that business profitability was higher 
– and only slightly higher. Businesses were able to pass on cost
increases to consumers because consumers were competing
for limited stock and had the capacity to accept price increases.
Now that supply chain issues have eased, freight costs are
back at pre-COVID levels, and prices have remained elevated,
businesses are enjoying elevated margins and profitability. Given
the consumer data we’ve highlighted, we think profitability is
likely to begin declining through 2023.
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NAB Business Survey - Profitability (%)
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Source: NAB Business Survey. Data displayed as a 3 month moving 
average. 

Employment
With persistent high inflation, there is increasing pressure 
on employers to increase wages in line with inflation at a 
minimum. In the past this might have added 2-3% to wage costs, 
however currently this is likely nearly double the impact. With 
unemployment below 4% and many businesses still struggling to 
find staff, employment looks strong. However, travel restrictions 
for foreign workers have eased and the labour force is now 
increasing. This may provide businesses with a labour supply 
that may reduce labour inflation. 

Australian Credit Card Data
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So, HOPE or Hope?
The recession of 2023 appears to be the most telegraphed 
recession of all time. The analysis above demonstrates from 
a well-worn historical perspective why this is the case.  Using 
the HOPE analysis, we would appear to be well down the path 
of a few quarters of negative growth in 2023. However before 
concluding economically all is gloomy, we should perhaps 
remember another well-worn saying “No battle plan survives 
first contact with the enemy”. Inflation might surprise on the 
downside yielding central banks additional flexibility. Global travel 
may begin to reduce pressure on wages and labour supply. 
The Russia – Ukraine situation may head toward some form of 
armistice putting downward pressure on commodity prices and in 
particular the cost of energy. The risk of a property crisis in China 
declines combined with the achievement of COVID “normal”.

On balance, the Eiger team believe that the realignment of 
interest rates to positive real levels after two years of record 
levels of stimulus is likely to lead to tougher economic times. 
However, all is not bad. Economies and markets are dynamic 
and will respond to some events which will be positive for 
growth and inflation. Our job as investment managers is to find 
a sensible middle ground in these uncertain times. We want to 
own a select number of small-mid cap companies that provide 
us a good balance of some insulation from near term economic 
uncertainties combined with long term growth and value 
compounding opportunities. 



For further information, please contact:

Fidante Partners Investor Services | p: 13 51 53 | e: info@fidante.com.au | w: www.fidante.com.au

This material has been prepared by Eiger Capital Limited ABN 72 631 838 607 AFSL 516 751 (Eiger Capital), the investment manager of the Eiger 
Australian Small Companies Fund ARSN 631 961 398 (Fund). Fidante Partners Limited ABN 94 002 835 592 AFSL 234 668 (Fidante Partners) is a 
member of the Challenger Limited group of companies (Challenger Group) and is the responsible entity of the Fund. Other than information which is 
identified as sourced from Fidante in relation to the Fund, Fidante is not responsible for the information in this material, including any statements of 
opinion. It is general information only and is not intended to provide you with financial advice or take into account your objectives, financial situation or 
needs. You should consider, with a financial adviser, whether the information is suitable to your circumstances. The Fund’s Target Market Determination 
and Product Disclosure Statement (PDS) available at www.fidante.com.au should be considered before making a decision about whether to buy or 
hold units in the Fund. To the extent permitted by law, no liability is accepted for any loss or damage as a result of any reliance on this information. Past 
performance is not a reliable indicator of future performance. Eiger Capital and Fidante Partners have entered into arrangements in connection with 
the distribution and administration of financial products to which this material relates. In connection with those arrangements, Eiger Capital and Fidante 
Partners may receive remuneration or other benefits in respect of financial services provided by the parties. Fidante is not an authorised deposit-taking 
institution (ADI) for the purpose of the Banking Act 1959 (Cth), and its obligations do not represent deposits or liabilities of an ADI in the Challenger 
Group (Challenger ADI) and no Challenger ADI provides a guarantee or otherwise provides assurance in respect of the obligations of Fidante. 
Investments in the Fund are subject to investment risk, including possible delays in repayment and loss of income or principal invested. Accordingly, the 
performance, the repayment of capital or any particular rate of return on your investments are not guaranteed by any member of the Challenger Group.
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Principal and 
Portfolio Manager

Victor Gomes
Principal and 
Portfolio Manager
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Principal and 
Portfolio Manager

Alison Dalziell 
Portfolio Manager

Nick Bucher 
Analyst

Eiger Capital team


