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The LSN Emerging Companies Fund declined -10.8% after fees in 
March, relative the S&P/ASX Small Ordinaries Accumulation Index 
(benchmark) return of -11.0%. March was a challenging month for 
global equity markets, and Fund Performance was impacted by 
weakness in Netwealth Group, Zip Co Ltd and Vysarn Ltd, whilst 
outperformance from Duratec, Integral Diagnostics and Aussie 
Broadband was not enough to offset the broader weakness in the 
portfolio. Over the last three years the Fund has returned 11.7% p.a. 
ahead of the benchmark at 8.5% p.a. 

Equity markets experienced a sharp risk-off move in March, driven 
by escalating geopolitical tensions in Iran and the resulting surge 
in oil prices, which compounded existing headwinds including 
higher interest rates, and valuation pressure across technology 
stocks. This combination has driven a material pullback in global 
equities, with major indices declining ~5–7% during the month. 
Domestically, Australian Small Caps underperformed, with the 
Small Ordinaries Accumulation Index falling 11.0%. The drawdown 
was led by significant weakness in Small Resources (-15.4%), 
reflecting declines across key commodities including gold (-10.8%) 
and copper (-7.4%), partially offset by strength in energy markets 
(oil +51%).  

Small Industrials declined materially (-9.3%) as higher bond yields, 
rising energy costs and sensitivity to growth expectations weighed 
on the outlook. The Small Industrials selloff / drawdown (~22%) 
since the peak in late 2025 ranks alongside recent prior “crisis” 
periods, including the COVID in 2020 (-37%), interest rate 
tightening cycle in 2022 (-30%), Liberation Day tariffs in 2025 (-16%) 
and the 2013 Taper Tantrum (-17%). Historically, such dislocations 
have been followed by strong rebounds in the 6–12 months post 
drawdown. While macro uncertainty remains elevated, history 
suggests periods of market dislocation have provided attractive 
entry points for long-term investors with valuations now at 
previous cycle lows.  

Post the selloff ASX Small Caps screen attractively on both growth 
and valuation metrics; however, there is now considerable 
earnings risk in some sectors of the market. The Small Ordinaries 
are forecast to deliver >30% EPS growth over the next 12 months, 
largely driven by resources, while trading on ~14.5x PE. Small 
Industrials offer more moderate growth of >13% NTM, with 
valuations around ~17x PE though these earnings are increasingly 
at risk given recent interest rate rises and the strain on household 
cashflows. In general, the strength in listed balance sheets is 
reflected in EV/EBITDA valuations across the market which are 
now at levels not seen for over 20 years (Small Industrials at 9.2x). 
Earnings risk has risen, but valuations have reset with balance 
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LSN Emerging Companies Fund^  -10.8% -10.9% 20.1% 11.7% 34.1% 7.1% 

S&P/ASX Small Ordinaries Accumulation Index  -11.0% -10.9% 13.7% 8.5% 7.6% 1.7% 

Outperformance 0.2% 0.0% 6.5% 3.2% 26.5% 5.4% 

Past performance is not a reliable indicator of future returns.  
Performance is reported after all fees and expenses. * Inception date 15 December 2021.   

 

For wholesale investors only — not for retail distribution 

LSN Emerging Companies Fund 

March 2026 Monthly Report  
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MP1 Megaport Ltd 

NWL Netwealth Group Ltd 

PNI Pinnacle Investment Mgt Group Ltd  
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FUND NAME  LSN Emerging Companies Fund 

APIR CODE  LSP6493AU 

STOCKS  30-50 

CUSTODY, REGISTRY 
& FUND ADMIN  

MUFG Corporate Markets  

NET ASSET VALUE 
(UNIT PRICE)  

$1.2645 

INVESTMENT  
OBJECTIVE  

Outperform the S&P/ASX Small Ordinaries  
Accumulation Index over medium to long term  

BENCHMARK  S&P/ASX Small Ordinaries Accumulation Index 

INVESTMENT 
TIMEFRAME  

5+ years 

APPLICATIONS/
REDEMPTIONS  

Daily 

PLATFORM ACCESS   Netwealth, HUB24 and PowerWrap  

MANAGEMENT FEE                        1.20% (including GST, net of RITC) of Fund NAV 

PERFORMANCE FEE  20% (including GST, net of RITC) of the amount 
by which the fund outperforms the index and 
provided any underperformance from previous 
periods has been recovered  

DISTRIBUTIONS  Annually 

ZENITH RATING   

Portfolio 
Characteristics 

LSN  
Emerging 

Companies 
Fund 

Small  
Ordinaries 

Index 
Profile 

Return on Invested 
Capital (ROIC) 17.2% 10.5% 

Superior 
Companies 

Return on 
Equity 17.9% 10.8% 

Dividend 
Yield 2.0% 3.1% 

Attractive 
Valuation 

Price / 
Earnings (PE) x 14.1x 14.6x 

EPS growth 
next 12 months 

15.2% 6.9% 

Strong 
Growth 

Revenue growth 
next 12 months 

16.0% 10.4% 

Source: LSN Capital and Factset 

DISCLAIMER: Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the LSN Emerging Companies Fund 
("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 has been prepared by LSN Capital Partners Pty Ltd (AFSL 550265) to provide you with general informa tion only. In preparing this 
information, we did not take into account the investment objectives, financial situation or particular needs of any particula r person. It is not intended to take 
the place of professional advice and you should not take action on specific issues in reliance on this information. Neither L SN Capital Partners, Equity 
Trustees nor any of its related parties, their employees or directors, provide any warranty of accuracy or reliability in rel ation to such information or accepts 
any liability to any person who relies on it. Past performance should not be taken as an indicator of future performance. You  should obtain a copy of the 
Product Disclosure Statement before making a decision about whether to invest in this product. LSN Emerging Companies Fund ’s Target Market 
Determination is available at https://swift.zeidlerlegalservices.com/tmds/LSP6493AU. A Target Market Determination is a docum ent which is required to be 
made available from 5 October 2021. It describes who this financial product is likely to be appropriate for (i.e. the target market), and any conditions around 
how the product can be distributed to investors. It also describes the events or circumstances where the Target Market Determ ination for this financial 
product may need to be reviewed. The Zenith Investment Partners (“Zenith”) Australian Financial Services License No. 226872 ratings (assigned March  2025) 
referred to in this document is limited to “General Advice” (s766B Corporations Act 2001) for Wholesale clients only. This advice has been prepared without 
taking into account the objectives, financial situation or needs of any individual and is subject to change at any time witho ut prior notice. It is not a specific 
recommendation to purchase, sell or hold the relevant product(s). Investors should seek independent financial advice before m aking an investment decision 
and should consider the appropriateness of this advice in light of their own objectives, financial situation and needs. Inves tors 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 th e Zenith website. Past 
performance is not an indication of future performance. Zenith usually charges the product issuer, fund manager or related pa rty to conduct Product 
Assessments. Full details regarding Zenith ’s methodology, ratings definitions and regulatory compliance are available on our Product Assessments and at 
http://www.zenithpartners.com.au/RegulatoryGuidelines  

sheets remaining strong, the opportunity set for long-term 
investors is improving.  

 

Following a strong reporting season that pointed to an 
improving growth outlook, market conditions shifted materially 
from late February, driven by rising geopolitical tensions, higher 
oil prices and increasing pressure from rising interest rates. In 
response, we made a number of portfolio adjustments to reflect 
a more cautious near-term backdrop while maintaining 
exposure to structural growth themes. We reduced exposure to 
Financials, exiting positions in Judo Capital (JDO) on 
expectations of a slowdown in SME activity and a rising bad 
debt cycle. Consumer Discretionary exposure was also reduced, 
with positions in ARB Corporation (ARB) and Lovisa (LOV) 
exited. We increased exposure to Hansen (HSN) and Superloop 
(SLC) which we view as well positioned for growth and 
attractively valued. We also added selective commodity 
exposure, re-initiating positions in gold and copper via 
Capstone Copper (CSC) and tilted the portfolio towards more 
market-supported exposures, increasing positions in Pinnacle 
(PNI) and Netwealth (NWL), while initiating a new position in 
AUB Group (AUB) given the current valuation and long term 
growth prospects. 

Duratec has been a core portfolio holding for several years and 
the March investor day highlighted a compelling growth 
outlook, underpinned by strong tailwinds across Defence and 
Energy. The company is well positioned to benefit from 
Australia’s significant Defence infrastructure investment cycle, 
including over $60b spend across HMAS Stirling, Henderson 
submarine facilities and Osborne Naval Shipyard. Opportunities 
are expanding beyond construction into Defence sustainment, 
providing more recurring, MSA-style revenue streams, alongside 
growing exposure to Airforce fuel infrastructure. Management 
expects Defence-related growth to accelerate into Q4 FY26 and 
extend through FY27–FY28. In Energy, Duratec continues to 
build a scalable platform through acquisitions and capability 
expansion across electrical, fuel, fabrication and mechanical 
services. The division now spans the full asset lifecycle, 
supporting higher margins, increased repeat work and 
positioning the business to benefit from energy transition.  

While the current backdrop has increased uncertainty and 
elevated earnings risk, it has also driven a meaningful reset in 
valuations, creating opportunities for active investors to position 
in more resilient sectors. We remain constructive on small-cap 
equities, where structural growth opportunities persist and the 
the portfolio is positioned in companies with strong balance 
sheets, visible earnings growth and high-quality management 
teams, which we believe are best placed to navigate a more 
volatile environment. The portfolio It currently trades on ~14x 
forward PE and is expected to deliver ~15% EPS growth over the 
next 12 months. 
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