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FUND PERFORMANCE (AFTER FEES) TO  30 SEP 2026

1M 3M 6M 1yr 3yr p.a. 5yr p.a. SI³p.a. 

Net Fund Performance1 0.2% 2.9% 11.2% -1.0% 11.5% 6.1% 8.1% 

Benchmark Performance2 -2.3% -0.5% 2.8% -6.7% 10.4% 2.2% 5.1% 

Excess Return 2.6% 3.5% 8.4% 5.7% 1.1% 3.9% 3.0% 

1. Return net of 0.89% p.a. management fee. The management fee for this Class is variable based on the NAV of the Class.  Refer to the PDS for more information. The Performance of the Fund 

includes the period prior to quotation on 14 October 2026.  2. S&P/ASX Small Ordinaries Total Return Index. 3. Inception date: 31 Oct, 2019. Past performance is not a reliable indicator of 

future performance, p.a performance is annualised.

Investors who apply for units directly with the Responsible Entity may pay a different price 

per unit to an investor who purchases those units on the ASX at the same time, and such 

differences may have a material impact on the performance of that investment.  The above 

performance reflects the performance of the Fund where units are purchased and 

redeemed directly with the Responsible Entity only.   

The Longwave Australian Small Companies Fund – Active ETF increased by 0.2% during 

September 2026, outperforming the 2.3% decrease in the S&P/ASX Small Ordinaries 

Total Return Index benchmark by 2.6% over the month (after fees). 

BEHAVIOURAL FINANCE, CONSUMER BEHAVIOUR , AND THE ALGORITHM

In the next 20 years, the use of advanced computational methods (“the algorithm”) is 

likely to change the nature of excess returns earned from consumer behaviour in the 

same way as it changed the alpha available from deep value investing over the past 20 

years. 

HOW THE ALGORITHM CHANGED THE NATURE OF VALUE INVESTING 

Value investing as we were taught growing up, was the discipline to buy unpopular 

stocks which were very cheap, and then over time waiting for them to become less 

unpopular and less cheap. This appeared easy to do when reading early Warren 

Buffett or Benjamin Graham, but much harder to do when faced with the humanity 

most investors possess. Cheap stocks tend to be unappealing. A weak business model, 

bad management, low growth, repeated underwhelming financial results, over-

levered balance sheet, underperforming stock price, lack of interest by the market.  

When the human investor had to pull the trigger despite these issues, it was easy to 

confuse the cause and effect. Notably, the reason the stock was cheap was because of 

all these poor attributes and hence there wasn’t really an opportunity here. And so, 

the average human investor passes, the stock stays cheap and only the rare investor 

sees the potential turn around and buys the stock. 

Enter the age of quantitative investing. Most of the attributes of a cheap stock – 

whether fundamentals or price based – are quantitative. Quantitative value funds 

would systematically buy hundreds of these names, diversifying individual stock risk 

with small position size, and capture the value factor over time. The algorithm has no 

fear of looking bad (status loss to investment peers), of having to explain to a client 

why they bought the stock when every other fund manager agreed it was a dog. It 

simply followed the rules.  

One perspective on why value investing got more difficult to generate the sort of 

excess returns it had historically was the alpha was available due to a uniquely human 

behaviour (over-riding shame and status loss) and that once quantitative value 

investing became a large enough part of the value investor market, this was no longer 

true. 

ASYMMETRIC CONSUMER WARFARE

In the same way the drone changed the nature of warfare, allowing asymmetry in the 

low cost of offensive drones against the very high cost of defensive missile shields, AI 

is providing the consumer with a tool to fight back against the corporate behavioural 

return harvesting machine. 

TOP 10 HOLDINGS

Name (Alphabetical) 

Auckland International Airport Ltd 

Breville Group Ltd 

Capstone Copper Corp 

Codan Ltd 

Imdex Ltd 

New Hope Corp Ltd 

News Corp 

Reece Ltd 

Reliance Worldwide Corp Ltd 

Sims Ltd 

FUND AND BENCHMARK SECTOR WEIGHT (%)

Fund BM2 

Communication Services 5.8 4.8 

Consumer Discretionary 12.7 8.7 

Consumer Staples 1.3 4.0 

Energy 5.2 5.5 

Financials 9.4 11.4 

Health Care 4.1 5.1 

Industrials 24.6 17.1 

Information Technology 8.1 5.5 

Materials 22.5 28.4 

Real Estate 2.6 9.5 

Utilities 0.0 0.0 

Cash 3.7 0.0 

STOCK ATTRIBUTION  (ALPHABETICAL)

Top 5 - Contributors 

Codan Ltd 

Deep Yellow Ltd 

Megaport Ltd 

Pinnacle Investment Management Group Ltd 

Zip Co Ltd 

Bottom 5 - Detractors 

Capstone Copper Corp 

Ingenia Communities Group 

News Corp 

PDI Gold Ltd 

Sunrise Energy Metals Ltd 
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The Algorithm, in this case Large Language Models (LLMs), can help consumers fight 

back against businesses whose excess return (like the value investor) comes from 

entrenched human behaviours. Over decades, many companies, with resources far 

exceeding most consumers, have invested in and optimized the consumer interface to 

their business to capture real economic value from consumer behaviour. Think about 

your own experience seeing these (dark) patterns at work: 

Online Hotel Booking: “Only 1 left at this price”, “32 people are looking at this hotel 

right now”. 

Gym Subscriptions: Low friction onboarding (click this link), high friction cancellation 

(come in person to the gym three suburbs away between 11-11.15am on the second 

Thursday of the month and speak only to Barry who can action your cancellation) 

Retail Banking: when interest rates change, quick to price up mortgages, slower on 

term deposits. Attractive term deposits for new customers not offered to existing 

customers 

General Insurance: Claim processing frictions to reduce successful claim rates, 

contractual exclusions in the fine print 

Extended Warranties: Complex claim and uneconomic return processes to reduce 

warranty claim rates 

Airlines: A seat upgrade payment can be processed instantly in the airline app. A 

cancelled flight refund sends you to a Refund Request Webform which is complicated 

and manually painful to complete. 

Subscriptions (PayTV, Telco, Streaming): Promotional pricing which rolls over to 

significantly higher rates in 12 months’ time, knowing a large percentage of new 

customers will forget to cancel and inertia will see contracted price uplifts stick 

Here is a real-world example. Late last year, my 82 year old mother was in a car 

accident – not her fault, another driver merged into her lane without looking. There 

was clear evidence of the other driver being at-fault (photos at the scene, position of 

both cars at rest after the accident, a text message from the other driver admitting 

fault, patterns of damage to both cars). The insurer, however, decided to use a strategy 

of claims assessor aggression and (empty) legal threats to avoid fault and remove their 

liability of a few thousand dollars. To be honest, under normal circumstances this may 

have worked because some of their tactics were completely unethical (claiming they 

had evidence they did not possess that indicated their insured was not at fault) and 

many 82 year olds whilst they have the time, do not have the confidence or accessible 

information to fight well-resourced national branded insurance companies. 

Using AI, our approach was simple. As the insurer would call with their highly trained 

claims assessor and make these fictional claims (it was clear the goal was claim denial), 

my mother was under simple instruction – do not verbally respond, do not react, and 

simply ask for everything they say in writing via email. 

Using a widely available LLM, we were quickly able to ascertain her consumer rights, 

the timeline required, the path of complaint via the insurance ombudsman (if 

required) and at every interaction the LLM would help draft an email back to the 

insurer – very factually, very politely, very unemotionally – detailing what she required 

from them. 

Long story short, the claim was processed as originally desired, the claims assessor 

was sent on additional training (turns out falsely claiming you have video evidence as 

a negotiating tactic is not standard operating procedure) and the car was repaired with 

no out-of-pocket costs. 

An LLM will read the entire contract and all terms and conditions. An LLM can 

understand state and national consumer laws which apply. An LLM will understand 

the specific consumer situation and can recommend a course of action most likely to 

result in the outcome desired – which are within their rights, but often not realised due 

to tactical friction introduced by the company on the other side. In the future, an LLM 

will stay on hold, chat with a corporate agent or person, answer emails citing 

contractual terms, legal obligations and consumer rights for as long as it has the token 

budget to keep going. The human is removed from the pain (time) of doing this 

personally. 

Fund characteristics As at 30 Sep 2026 

NAV A$11.8519 

Redemption unit price A$11.8163 

Inception Date 31 Oct, 2019 

Available on ASX 14 Oct, 2026 

Management Fee 0.89% p.a.*

Performance Fee - 

Risk/Return profile High 

Buy / Sell Spread 0.30% / 0.30% 

Benchmark 
S&P/ASX Small Ordinaries 

Total Return Index 

Distribution frequency Half-yearly 

Portfolio FUM (A$m) 52.6 

No. of Holdings: 124 

Portfolio Managers 
David Wanis, Jai Beathe 

& Melinda White 

Strategy FUM (A$m): 1,371.6 

*The management fee for this Class is variable based 
on the NAV attributed to the Class.  Please refer to 
the PDS for more information.

INVESTMENT OBJECTIVE

The Fund aims to outperform the S&P/ASX Small 

Ordinaries Accumulation Index over the long term 

(after fees). The Fund aims to provide long-term 

capital growth through investment in a diversified 

portfolio of high-quality Australasian small 

companies (outside S&P/ASX 100 Index at time of 

investment or expected to be within six months). 

INVESTMENT STYLE

Longwave’s investment philosophy is underpinned 

by the belief that the stocks of high-quality small 

companies outperform the benchmark over time, 

and as such, an active approach to investing in high-

quality stocks provides value to investors who might 

otherwise have invested passively. Longwave 

believes in the value of a deep and fundamental 

understanding of the securities in which we invest.  

 Supporter of: 
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New services are now appearing whose value proposition to the consumer is to 

leverage the power of LLMs in an agent-based application to undertake this 

enforcement of contractual rights and defeat the corporate dark patterns and 

strategic friction. Muse by Meta is currently the highest profile. The fully autonomous 

agent is the vision of the future which may or may not appear as promised, but the 

benefits of asymmetric consumer warfare against the corporate inertia machine are 

available to everyone today. 

There are many details to work through, and the market is currently trying to price 

what happens when objectively inferior products and services, earning excess returns 

for their corporate owners, see their customer migrated by the algorithm to a better 

provider, a lower cost contract, an immediate refund.  

Earning excess returns through dark patterns may go the same way as the alpha from 

value investing in the algorithmic age.   

PORTFOLIO POSITIONING AND PERFORMANCE

Although interest rates have been rising for most of 2026, September was when the 

equity market started to seriously consider the implications for stocks, sectors, and 

even business models which come under pressure in a higher borrowing cost 

environment. During the month the Australian 10yr government bond increased from 

5.1% to 5.35%, and the RBA raised interest rates another 0.25%. Lessons learned 

investing through the GFC are embedded in the Longwave process, meaning we pay 

close attention to how much debt is used to finance the companies we invest in, and 

which business models increase in risk under higher interest rate and credit cost 

environments. Names from 2007 to 2009 seared into the memory of Australian 

investors include Babcock & Brown, Allco, RAMS Home Loans, Opes Prime, MFS 

Limited, ABC Learning, Centro Property, Great Southern Plantations, Timbercorp, 

Storm Financial, and City Pacific. Bond yields and credit conditions are not yet as 

restrictive as in late 2007, early 2008 – but they appear headed that way. Now is not 

the time for complacency. 

Fund performance during the month, and quarter, reflected both sector positioning 

(underweight interest rate sensitive sectors like Real Estate and Financials) and stock 

selection into companies with positive cash flows, strong balance sheets, and 

reasonable valuations.  

Our portfolio remains positioned in companies with positive cash flows, strong 

balance sheets, and business models not reliant on cheap debt - as higher interest 

rates may be with us for some time. As we observed in 2022, high-quality companies 

with superior ROEs often also possess pricing power to pass on unexpected inflation 

and protect shareholder returns. Low-quality businesses have no such ability. As we 

observed in 2008 – when the tide goes out, unexpected nudity abounds. 
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Longwave Capital Partners 

Phone: 1300 010 311  Email: invest@longwavecapital.com   Website: www.longwavecapital.com 

All companies mentioned are for illustrative purposes only and are not a recommendation to buy or sell any particular security. 

Past performance is not a reliable indicator of future performance. Performance is quoted in AUD net of portfolio related fees, costs, and taxes.  

This communication is prepared by Longwave Capital Partners (ABN 17 629 034 902) (‘Longwave’), a corporate authorised representative (No. 
1269404) of Pinnacle Investment Management Limited (ABN 66 109 659 109, AFSL 322140) ('Pinnacle') as the investment manager of Longwave 
Australian Small Companies Fund – Active ETF (ARSN 630 979 449) (‘the Fund’). Pinnacle Fund Services Limited ABN 29 082 494 362 AFSL 238371 
('PFSL') is the product issuer of the Fund. PFSL is not licensed to provide financial product advice. PFSL is a wholly-owned subsidiary of the Pinnacle 
Investment Management Group Limited (‘Pinnacle’) ABN 22 100 325 184. The Product Disclosure Statement (‘PDS’) and Target Market 
Determination (‘TMD’) of the Fund are available via the links below. Any potential investor should consider the PDS and TMD before deciding 
whether to acquire, or continue to hold units in, the Fund. 
Link to the Product Disclosure Statement: WHT9368AU 
Link to the Target Market Determination: WHT9368AU  
For historic TMD’s please contact Pinnacle client service Phone 1300 010 311 or Email service@pinnacleinvestment.com. 

This communication is for general information only. It is not intended as a securities recommendation or statement of opinion intended to 
influence a person or persons in making a decision in relation to investment. It has been prepared without taking account of any person’s 
objectives, financial situation or needs. Any persons relying on this information should obtain professional advice before doing so. Past 
performance is for illustrative purposes only and is not indicative of future performance. 

Whilst Longwave, PFSL and Pinnacle believe the information contained in this communication is reliable, no warranty is given as to its accuracy, 
reliability or completeness and persons relying on this information do so at their own risk. Subject to any liability which cannot be excluded under 
the relevant laws, Longwave, PFSL and Pinnacle disclaim all liability to any person relying on the information contained in this communication in 
respect of any loss or damage (including consequential loss or damage), however caused, which may be suffered or arise directly or indirectly in 
respect of such information. This disclaimer extends to any entity that may distribute this communication. 

Any opinions and forecasts reflect the judgment and assumptions of Longwave and its representatives on the basis of information available as at 
the date of publication and may later change without notice. Any projections contained in this presentation are estimates only and may not be 
realised in the future. Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or reproduction in whole or 
in part of the information contained in this communication is prohibited without obtaining prior written permission from Longwave. Pinnacle and 
its associates may have interests in financial products and may receive fees from companies referred to during this communication. This may 
contain the trade names or trademarks of various third parties, and if so, any such use is solely for illustrative purposes only. All product and 
company names are trademarks™ or registered® trademarks of their respective holders. Use of them does not imply any affiliation with, 
endorsement by, or association of any kind between them and Longwave. 

Zenith Disclaimer: 
The Zenith Investment Partners (‘Zenith’) (ABN 27 103 132 672, AFSL 226872) rating (assigned Longwave Australian Small Companies Fund – 
February 2026) referred to in this piece 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, 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. 

Lonsec Disclaimer: 
The rating issued 10/2025 for WHT9368AU 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. © 2022 Lonsec. All rights reserved.For further information regarding Lonsec’s Ratings methodology, 
please refer to Lonsec’s website at: https://www.lonsec.com.au/investment-product-ratings/   

http://www.longwavecapital.com/
https://longwavecapital.com/wp-content/uploads/Longwave-Australian-Small-Companies-Fund-Active-ETF-PDS.pdf
https://longwavecapital.com/wp-content/uploads/Longwave-Australian-Small-Companies-Fund-TMD.pdf
https://www.zenithpartners.com.au/our-solutions/investment-research/fund-research-regulatory-guidelines/
https://www.lonsec.com.au/investment-product-ratings/
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