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The Colonial First State Wholesale Future Leaders Fund (the 
Fund) provides investors with exposure to a broad selection of 
high quality, small-cap Australian listed companies that are 
expected to provide long-term capital growth.

Benefits of investing Small and Mid-Cap 
Companies 
There are several benefits from investing in a portfolio of small 
and mid-cap companies.

An inefficient market with alpha opportunities
Market inefficiencies can be large in small and mid-cap  
stocks as they tend to be under-researched and relatively 
unknown in the market given their developmental stage. 
Investing in the right companies at this early stage can create 
large alpha opportunities. 

Opportunities to co-invest in companies
The limited liquidity in small and mid-cap companies can also 
provide the opportunity to co-invest in the company. These 
opportunities are typically restricted to large institutional 
investors and have the potential to be highly profitable.

Historically lower correlation with the broader 
market
The limited correlation between small and mid-cap 
companies and the broader market makes it a pure stock 
pickers’ universe and hence, exposure to small-caps 
enhances multi-managers’ diversification.

Rolling 1yr correlations with the S&P/ASX 200 Index 

Rolling 180-Day Correlation with the S&P/ASX Small Ordinaries Accum. Index

Rolling 180-Day Correlation with the CFS Wholesale Future Leaders Fund
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Source: FactSet and First Sentier Investors. Data as at January 2019.

Advantages of investing in the Fund
A large and experienced investment team
Our large, experienced investment team has the resources to 
complete deep industry analysis to better understand the 
drivers of return on invested capital. Our investment team 
understands and manages risk to deliver strong, risk-adjusted 
returns, and has the experience of investing over multiple 
market cycles.
Our analysts also have access to other specialist teams within 
First Sentier Investors, such as single-sector investment 
teams, which provide added layers of insight into research 
recommendations.

A robust and proven investment process
The team believes that industry profitability dictates company 
profitability. We seek to identify companies which currently earn, 
or are expected to earn, a higher return on invested capital than 
the industry median, as these companies are expected to 
outperform their industry peers. Management capability and 
balance sheet strength are critical determinants in our 
identification of quality, small company investment opportunities 
outside the S&P/ASX 50 Index that are able to withstand 
short-term shocks. In-depth, proprietary industry and company 
analysis enables these opportunities to be identified.

Access to cornerstone deals
As one of Australia’s largest investment managers, the capital 
managed by the Australian Equities, Growth team is often 
sought after by small and mid-cap companies as a 
cornerstone investor.

A long term investor with a focus on company 
engagement
Our team has the resources to make over 600 one-on-one 
company visits per year, in addition to over 300 meetings with 
other industry participants. We focus on building long-term, 
meaningful relationships with companies through our 
engagement activities, rather than just conducting interviews 
with senior management.
As well as our engagement with listed companies and visits to 
their operations on the ground, we make a significant effort to 
obtain information and views from non-listed companies and 
other unlisted participants. Insights from unlisted 
competitors, suppliers and industry experts, combined with 
our company engagement, allow the team to produce 
industry and stock reviews, and gain insights into the share 
price drivers of listed companies.

Aligned
Our investment team is structured to provide managers and 
analysts with a strong sense of portfolio ownership through 
team focused incentives. We believe this promotes 
commitment and intellectual engagement, aligning our 
interests and success with those of our clients.
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Environmental, Social and Governance (ESG)
First Sentier Investors are a global leader in their approach to 
integrating ESG across all investment processes. ESG risks are 
considered primarily as risk factors that may place business 
value at risk. Companies at risk are identified using both external 
providers and our own internally driven research, which is based 
on a rigorous company meeting program.

Australian Equities, Growth Small Cap Team
The Australian Equities, Growth Small Cap team is comprised 
of three dedicated investment professionals led by Co-
Portfolio Managers Tim Canham and Wik Farwerck. Our team 
of three have more than 50 years of experience between them 
and have managed the Colonial First State Wholesale Future 
Leaders Fund since June 2009.

Objective

To provide long-term capital growth by investing predominantly 
in small Australian companies. The Fund aims to outperform the 
S&P/ASX Small Ordinaries Accumulation Index over rolling 
3-year periods before fees/taxes.

Minimum suggested timeframe

At least 7 years

Risk

1 3 52 4 6 7
Low Medium High

Strategy

We believe stronger returns are achieved by investing in growing 
companies that generate consistent returns and reinvest above 
their cost of capital. Indepth industry, stock and valuation analysis is 
the foundation of our process. Management quality and balance 
sheet strength are critical in identifying smaller companies able to 
withstand short-term shocks. The Fund predominantly invests in 
such Australian companies that also have earnings growth and 
high/improving returns on invested capital.

Allocation

0% Range Benchmark
100%

0%

Australian shares

Cash

100%
90-100%

0-10%

Portfolio Managers

Tim Canham Portfolio Manager
In his role, Tim manages a range of Small Cap Australian 
equities funds. Tim started his career with First Sentier 
Investors as a member of the Research and Information team, 
before moving into the Australian Equities, Growth team as an 
Analyst in April 2002. 
Prior to joining First Sentier Investors in November 2000, Tim 
was a Senior Performance/Quant Analyst at Baring Asset 
Management in London. He began his career in 1990 at 
Westpac Investment Management. His last position at 
Westpac was as an Investment Analyst in the tactical asset 
allocation area.
Tim holds a Bachelor of Arts in Economics and Political 
Science from the University of New South Wales, and is a  
CFA\Charterholder.

Wik Farwerck Portfolio Manager
In his role, Wik manages a range of Small Cap Australian 
Equities Funds. Wik initially joined the Australian Equities, 
Growth team as a Senior Analyst, where he was responsible 
for a range of small cap industrial stocks. 
Prior to joining First Sentier Investors in January 2006, Wik was 
a Senior Analyst at Linwar Securities. He also has more than six 
years’ experience as a sell-side analyst, having previously 
worked for BNP Paribas Equities. Prior to that, Wik worked for 
more than 10 years in management consulting and accounting 
as a Director of Arthur Andersen.
Wik has a Bachelor of Commerce and Masters in Business 
Economics from the University of Amsterdam, The Netherlands.
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Disclaimer

This material has been prepared and issued by Colonial First State Asset Management (Australia) Limited (ABN 89 114 194 311, AFSL 289017) (Author). The Author forms part of First Sentier Investors, a global asset 
management business. First Sentier Investors is ultimately owned by Mitsubishi UFJ Financial Group, Inc (MUFG), a global financial group. 

This material is directed at persons who are professional, sophisticated or ‘wholesale clients’ (as defined under the Corporations Act 2001 (Cth) (Corporations Act)) and has not been prepared for and is not intended for 
persons who are ‘retail clients’ (as defined under the Corporations Act). This material contains general information only. It is not intended to provide you with financial product advice and does not take into account your 
objectives, financial situation or needs. Before making an investment decision you should consider, with a financial advisor, whether this information is appropriate in light of your investment needs, objectives and financial 
situation. Any opinions expressed in this material are the opinions of the Author only and are subject to change without notice. Such opinions are not a recommendation to hold, purchase or sell a particular financial product 
and may not include all of the information needed to make an investment decision in relation to such a financial product.

The product disclosure statement (PDS) or Information Memorandum (IM) (as applicable) for the Colonial First State Wholesale Geared Share Fund, ARSN 087 563 924  (Fund(s)), issued by Colonial First State Investments 
Limited (ABN 98 002 348 352, AFSL 232468) (CFSIL), should be considered before deciding whether to acquire or hold units in the Fund(s). The PDS or IM are available from First Sentier Investors. 

CFSIL is a subsidiary of the Commonwealth Bank of Australia (Bank). First Sentier Investors was acquired by MUFG on 2 August 2019 and is now financially and legally independent from the Bank. The Author, MUFG, the Bank 
and their respective affiliates do not guarantee the performance of the Fund(s) or the repayment of capital by the Fund(s). Investments in the Fund(s) are not deposits or other liabilities of MUFG, the Bank nor their respective 
affiliates and investment-type products are subject to investment risk including loss of income and capital invested. 

To the extent permitted by law, no liability is accepted by MUFG, the Author, the Bank nor their affiliates for any loss or damage as a result of any reliance on this material. This material contains, or is based upon, information 
that the Author believes to be accurate and reliable, however neither the Author, MUFG, the Bank nor their respective affiliates offer any warranty that it contains no factual errors. No part of this material may be reproduced or 
transmitted in any form or by any means without the prior written consent of the Author.

In Australia, ‘Colonial’, ‘CFS’ and ‘Colonial First State’ are trade marks of Colonial Holding Company Limited and ‘Colonial First State Investments’ is a trade mark of the Bank and all of these trade marks are used by First 
Sentier Investors under licence.

Copyright © CFSGAM Services Pty Limited 2019

All rights reserved. 
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