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While share markets were volatile during August,

most generally rose for the first half of the month...



1 month 3 months 6 months 1 year 3 years p.a.* 5 years p.a.* Since inception p.a.*

Net Portfolio Return (Wholesale)** -0.4% -1.5% -1.9% -2.1% 3.4% 4.3% 5.5%

Income - - - 3.6% 3.0% 3.4% 3.5%

Capital Growth - - - -5.6% 0.4% 0.8% 2.0%

Volatility - - - 5.9% 6.2% 5.1% 4.8%

The Fund provides exposure to a diversified
portfolio across multi-asset income securities,
including access to investments across the entire
capital structure of a company. The investment
approach employed leads to lower overall portfolio
risk when compared to equity markets.
At times, the level of cash or cash equivalents may
be higher where elevated market uncertainties
present an elevated risk of capital loss.

The Clime Australian Income Fund (“Fund”) is a
multi- asset class portfolio that invests in high-
quality income generating assets. The Fund provides
exposure to higher yielding securities in both listed
and over the counter markets. The Fund aims to
achieve a total return of 3% p.a. (after fees) over the
Reserve Bank of Australia cash rate, whilst
maintaining relative price stability.
This fund is available to retail and wholesale
investors.

The Fund is designed for investors who:
• are looking to diversify their portfolios across asset
classes outside of higher growth, higher 
risk equities.
• are seeking a steady accumulation of wealth over
the longer term at reduced volatility to equity 
markets.
• have a minimum investment timeframe of 3 to 5 
years.

The Fund is intended to be a low - medium risk
investment. We aim to identify and manage risk as
far as is practicable at both the individual
investment and the Fund level. Risk management is
conducted principally by careful portfolio
construction.

Income Strategies

Fixed Income Strategies

Note: Compound (geometric) returns are used in the above table’s segmentation of Income and Capital Growth. This may result in small differences when compared with a simple addition of Income and Capital Growth
components. Performance figures calculated after all applicable fees and taxes. Figures for more than 1 year are annualised. Compound (geometric) returns are used in the above table’s segmentation of Income and
Capital Growth. This may result in small differences when compared with a simple addition of Income and Capital Growth components.
*Inception: 1 July 2015.
**The returns shown above are reflective of the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with this investor class. Portfolio return is based on the change of the unit price
including distributions but excluding franking credits. Franking credits will enhance portfolio returns and historically, have added about 0.2% pa to Fund returns.
Past results are not a reliable indicator of future performance and results.
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Portfolio Sectors

UTILITIES &
INFRASTRUCTURE
3.1%

CASH
8.7%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
13.0%

BONDS &
FLOATING

RATE NOTES
38.9%
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Senior Analyst

Dealer & Analyst

Portfolio Manager

Security Weighting (%)

BHP Group (BHP) 3.1

Telstra Corporation (TLS) 2.3

Spark New Zealand (SPK) 2.0

National Australia Bank (NAB) 1.9

Rural Funds Group (RFF) 1.9

OTHER
EQUITIES
22.8%

PREFERENCE SHARES 
INCLUDING CAPITAL 

NOTES 
13.5%

https://www.bing.com/ck/a?!&&p=6ba0318ef195a5fc8f05b1157bada0e4b3fc632f32c7367ff3735c539edcb7caJmltdHM9MTY1MjY2MTIxOCZpZ3VpZD02ZjU3OWI0MC04MzQ3LTRhYTMtODc2MS1lOWM5YTEwMDI1YzgmaW5zaWQ9NTQzMQ&ptn=3&fclid=d3a08586-d4af-11ec-a478-2a2a711ec6c8&u=a1aHR0cHM6Ly93d3cubXNuLmNvbS81MC9lbi1BVS8xMGFhNHl0Yz9vY2lkPWFuc01TTk1vbmV5MTE&ntb=1
https://www.bing.com/ck/a?!&&p=953c85bff3d48ab2dfb6c0b401f80ebe504974f84f971ce99efae070523d27f1JmltdHM9MTY1MjY2MTI0OCZpZ3VpZD1lZTRkNDNlOS1jZDY2LTQ5MDgtODljMi0xMWY3MWVkZmY0ZGUmaW5zaWQ9NTQyMQ&ptn=3&fclid=e5b365cf-d4af-11ec-bd7c-d966bbf6549d&u=a1aHR0cHM6Ly93d3cubXNuLmNvbS81MC9lbi1BVS8xMGFhOXZjNz9vY2lkPWFuc01TTk1vbmV5MTE&ntb=1
https://www.bing.com/ck/a?!&&p=f00bdf8fe1e610e9be97ed43ef6a6dc061142dfe6a4f2860706d1bde74757162JmltdHM9MTY1MjY2MTI2OCZpZ3VpZD0wMTJlNDc5NC1hZDk2LTQ4OTItOWU3Ny0wZWE1YzUyYWFmZmEmaW5zaWQ9NTM5NA&ptn=3&fclid=f1e65e78-d4af-11ec-b379-15c11f1edab3&u=a1aHR0cHM6Ly93d3cubXNuLmNvbS81MC9lbi1BVS8xM2FhOHo4bT9vY2lkPWFuc01TTk1vbmV5MTE&ntb=1
https://www.bing.com/ck/a?!&&p=d3f8b90f6e7b2ea170f109b35f7f288e92d78e96ae94b3e219f812378113cf6cJmltdHM9MTY1MjY2MTM4NyZpZ3VpZD04MjQwZjE3OS0yMjU2LTRiNTAtYjYwYy1iOWJjM2MwOGEzNzcmaW5zaWQ9NTM5OA&ptn=3&fclid=38658376-d4b0-11ec-b994-a322da6d8cdc&u=a1aHR0cHM6Ly93d3cubXNuLmNvbS81MC9lbi1BVS8xM2FhNm5saD9vY2lkPWFuc01TTk1vbmV5MTE&ntb=1
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Market Commentary

resilient during a slowdown 
have moderate or little debt 
sustainable margins 
are attractively priced using conservative
forecasts. 

Wage growth and its potential impact on
inflation remains a concern, even though it
is yet to manifest itself in the data. The
public sector wage index recorded growth,
rising 2.4% over the year off the back of
State and Federal wage policies that were
enforced in response to the pandemic. This
is the fourth consecutive quarter of growth
for the public sector. 

We will observe the new Government’s jobs
summit with interest and analyse the
potential impact on markets, sectors, and
individual companies. The unemployment
rate of 3.4% is at its lowest level since
August 1974. The continued fall in
unemployment reflects an increasingly
tight labour market with high job
vacancies, ongoing labour shortages, and
wage-price pressure. As interest rates
continue to rise as central banks attempt to
combat inflation, households will face
increasing pricing pressure. Businesses are
facing similar issues with the cost of
borrowing increasing and the operating
costs of doing business rising due to
inflation. Most of these increases are being
passed on in the form of higher prices.

Australian retail sales for July were
surprisingly robust, with ABS data showing
Australians spent a record $34.7 billion
during the month – up 1.3% and above
forecasts of 0.3%. More impressive is that
the retail figures are 16.5% up year on year.
Perhaps not surprisingly, clothing was up
52.6% over last year, as people started
venturing out from lockdowns and bought
new clothes. 

The figures will reassure both Government
and the RBA that the consumer remains
alive and well despite rising interest rates –
at least so far. 

Although the current macro backdrop is
broadly unfriendly for markets, that does
not mean one should avoid equities – it
means one should be selective in choosing
companies that are likely to be: 

The best companies emerge from
economic slowdowns with greater strength
as they take market share from faltering
competitors.

While share markets were volatile during
August, most generally rose for the first half
of the month as markets continued to rally
post the mid-June lows, but then sold off
late in the month as monetary tightening
concerns increased. The net result was that
most markets ended August close to where
they began. 

In the last days of August, US Federal
Reserve (Fed) Chair Jerome Powell’s speech
at Jackson Hole roiled US markets and
reverberated across the rest of the
developed world in the days that followed.
Powell said we should expect more
tightening and emphasized the necessity of
a "sustained period of below-trend growth"
in order to combat inflation and prevent the
risks of high inflation becoming entrenched.
Powell was as emphatic as he could be, and
made it clear the Fed was determined to
ensure markets understood that inflation is
going to be crushed, even if it means
recession. 

Although both the US and Australian
reporting seasons ended better than
expected, with markets generally reassured
that revenue and margin worries were in
many cases overblown, we remain wary. In
Australia the winning sectors for the ASX
200 over the last 6 months included Energy
(+22.7%), Utilities (+11.0%) and Health Care
(+8.7%) whilst the losing sectors were REITs
(–10.0%), Materials (–5.3%), IT (–5.0%).

Markets are generally factoring in only mild
declines in forecast corporate earnings,
whereas we anticipate that further
downgrades are ahead of us. For the rest of
the year, we expect volatility to continue as
corporate earnings forecasts are
recalibrated to account for tighter monetary
conditions and weaker growth. 

Commodity prices have been particularly
volatile over the last few months. The
standout performer has been natural gas in
Europe, which has risen spectacularly,
creating an energy crisis for Germany in
particular. Russia has used its exports of
natural gas to pressure North Atlantic
Treaty Organization (NATO) members to
destabilise Western Europe’s support for
Ukraine. We anticipate recession in many
European countries as a consequence of the
energy crisis. 

In Australia, the RBA raised rates for the
fourth consecutive meeting with a view to
combat the soaring rate of inflation. The
RBA is likely to follow the Fed’s lead and will
not shy away from introducing additional
rate rises moving forward. The most recent
headline inflation (CPI) came in at 6.1%,
well above the 2%–3% target range. 

REITs have historically had a negative
correlation with the 10-year bond yield
which rallied over the month.
During reporting season REITs were
seen lowering their FY23 distribution
outlook due to higher interest
payments for their debts.

The portfolio returned -0.4% during August
2022. The market, in our opinion, is in a
holding pattern with investors oscillating
between focusing on inflationary and
recessionary risks. In August, it appeared as
though inflationary risks outweighed
recession risk as we saw the long end (10
year) of the yield curve move by about 60
basis points to reach over 3.1% and 3.6% in
the USA and Australia respectively. This is
likely because investors are worried about
the possibility of runaway inflation in
Europe due the energy crisis as the
northern hemisphere moves closer to
winter. It is likely that inflation will remain
at higher levels in Europe, with the
potential for this to also be the case for the
rest of the developed world. The US Federal
Reserve (Fed) Chairman, Jerome Powell
publicly reiterated the Fed’s determination
to fight inflation during his Jackson Hole
speech at the end of the month. 

The equity market in Australia rallied with
the ASX200 Accumulation index ending the
month up 1.2%.In August the real estate
investment trust (REIT) sector struggled,
returning -3.6%. REIT performance was
attributable to:

On this basis and given the fund has more
than 15% of its underlying exposures to
REITs, performance was negatively
impacted in August 2022.

Given the prevailing market conditions, we
expect the current bout of volatility to
persist. We will continue to take advantage
of increased market volatility to
accumulate quality securities, making use
of any market or price weakness. The
characteristics we seek when investing in
companies include excellent management,
a strong balance sheet, a defensive
business model, ESG awareness and
consistent income. 

 

Portfolio Commentary
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*The distributions and franking credits shown above are reflective of the returns for the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with this investor class.

Distributions*

Period Ending Wholesale Units (cents per unit)

30 June 2022 2.1208

31 March 2022 1.1113

31 December 2021 0.4431

30 September 2021 0.5921

(Cents for units)

Portfolio Activity

BUY Fixed Income Assets
MyState Limited Tier 1
Capital Notes Priced at 5.50% over the 3-month bank bill swap (BBSW) rate. 

Equity Assets

-

SELL Fixed Income Assets
Macquarie Group Capital
Notes 5 

We reduced exposure with the view to exit as we transition to the MyState Limited Tier 1 Capital Notes. This
will increase the overall yield of the portfolio.   

Equity Assets

-

Invest in people, who invest in you.
All statistics referenced are sourced from the named Company’s ASX announcements or share prices unless otherwise stated.

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the Clime Australian Income 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 publication has been prepared by Clime Asset Management Pty Limited ABN 72 098 420 770, AFSL 221146, to provide you with general information only. In preparing this report, we did not take into
account the investment objectives, financial situation or particular needs of any particular 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 Clime Asset Management Pty Ltd, Equity Trustees nor any of its related parties, their employees or directors, provide any warranty of accuracy or reliability
in relation 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. You can access the Fund’s Target Market Determination here.

Invest in people, who invest in you.
Client Services 1300 788 568 | info@clime.com.au | clime.com.au 

https://www.eqt.com.au/corporates-and-fund-managers/fund-managers/institutional-funds/institutional-fund-manager?f=781700f4-542a-4d16-86ec-9ba78ec02843

