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Two profound themes continue to attract attention and capital:

the digital transformation and the green energy revolution.
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Fund Facts

The Clime Australian Income Fund (“Fund”) is a multi-
asset class portfolio thatinvestsin high-qualityincome
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.

Fund Benefits

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.

Top 5 Stock Holdings

. CASH
Security

9.8% °

Telstra Corporation Limited (TLS)
Rural Farm Group (RFF)

Dexus Industria REIT (ADI)
AusNet Services Limited (AST)

Arena REIT (ARF)

Performance
1 month

Net Portfolio Return (Wholesale)** 2.5%
Income
Capital Growth

Volatility

Investor Suitability

The Fund is designed for investors who:

« are looking to diversify their portfolios across
asset classes outside of higher growth, higher
risk equities.

« areseeking 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.

Risk Management

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.
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3 months 6 months 1year

2.5% CR) 12.1% 7.6%

2.8% 3.1%

9.0% 4.4%

3.2% 5.5%

3yearsp.a. 5years p.a.

Since
Inception
p.a*

6.3% 6.8%

3.4% 3.4%

2.8% 3.3%

4.6% 4.5%

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.
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Distributions

Wholesale Units

(Cents for units)

Period Ending

31 December 2021 0.4431
30 September 2021  0.5921
30 June 2021 1.5544

+0.1700 franking credits

31 March 2020 0.6265

*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.

Market Commentary

Share markets were volatile during December
but rallied towards month end with solid gains.
The ASX 200 Accumulation Index rose by 2.8%
to finish the calendar year with a gain of 17.2%,
as investors pondered whether 2022 would
continue to deliver positive returns. In the US,
calendar year gains across the major indices
were exceptionally strong: the S&P 500 was up
28.7%, the Nasdaq rose by 22.2%, and the Dow
Jones lifted by 21.0%.

Early in the new year, the pall of COVID-19 still
hangs over us. Omicron has proved a less lethal
variant than Delta, though it spreads faster.
COVID-19 cases have surged around the world
amid concerns over how far the new strain could
affect supply chains, the cost of goods, and
economic performance. Volatility underscores
how confidence can be shaken by unexpected
pandemic twists.

Headinginto the new year, we remain cautiously
optimistic about the potential for stocks to
continue their upwards trajectory even as the
pandemic continues. At the same time, tightening
monetary policy presents a headwind for the
year to come. The inflationary consequences
of the last two years of binge borrowing by
governments, and currency printing by central
banks (Quantitative Easing - QE), is catching up
with us. However, QE has further to go before
peaking and tapering begins.

Central banks are expected to gently raise interest
rates as they shift from earlier predictions that
inflation would prove limited and short lived. QE
was designed to push down long-term interest
rates,and it did the job. However, it also triggered
asset bubbles, including segments of the equity
and property markets. On the other hand,
monetary tighteningis designed to allow interest
rates across the curve to lift, and markets will

need to adjust to that. The US Federal Reserve
(Fed) is expected to raise interest rates three
timesin 2022 and has outlined plans to withdraw
its QE bond-buying programme.

Global politics remain a concern. President Biden
is struggling with low poll ratings in the US and
finding it difficult to get his spending and tax
measures through the Senate. The Democrats
are likely to lose their slim majority in the
November mid-term elections. The democratic
West is having to adjust to the new China, one
that is more autocratic and nationalistic, as Xi
Jinping asserts himself and expands China’s
sphere of influence. Energy price rises have in
part been brought on by Russia’s manipulation
of gas supply for Europe, while supply chains
have had problems with goods deliveries from
China. Australia will face a federal election before
the end of May.

Meanwhile, two profound themes continue
to attract attention and capital: the digital
transformation and the green energy
revolution. In Europe, 2022 began with
governments struggling to combat the surge
in energy prices, which are damaging incomes
and output. A further emerging theme is that
investors are taking a stronger interest in the
environmental, governance, and social issues
around their investments.

Inflation

After earlier dismissing the threat of inflation, the
Fed’s pivot on the issue is part of a general shift.
Assurances from major central banks, including
the Reserve Bank of Australia (RBA), that inflation
would be transitory and monetary policy would
continue to remain in stimulus mode, are now
being reversed. Markets will no longer benefit
from massive liquidity injections to power them
through choppy economic waters, and investors
will have to assess the impact of the inflation
surge. An increasing number of central banks
have already embarked on interest rate hiking
cycles. This comes at a time when fiscal policy
in many countries is on the verge of becoming
less stimulative, even though the Omicron
variant is dampening economic growth and
fuellinginflationary pressures. Tighter financial
conditions, while warranted by persistent
inflation, will result in lower private demand.
Inflation would eventually come down in this
scenario.

It is our view that the rise in interest rates will
produce a significant test for markets over the
coming year. However, it is well anticipated, and
markets are already adjusting.

2022 Outlook

As the new year unfolds, central banks,
governments, and markets have a huge
stake in inflation coming down in an orderly
way. Much will depend on the course of the
pandemic. We expect the global economic
recovery will continue but at a slower pace.
We continue to monitor China, as its property
sector continues to weaken under the pressure
of excessive debt. Slower growth in China
will impact the prices of Australia’s major
commodity exports.

There appears limited room for the global
economy to surprise on the upside, with the
outlook for highly priced growth assets to
be tested by moderately higher bond yields.
However, solid businesses that benefit from
inflation and moderate economic growth will
continue to do well.

The key risks to our 2022 outlook include:

«  further adverse developments with the
pandemic;

« asustained outburst of higher inflation;
or

«  policy error caused by central bank or
government misjudgement.

Increased volatility in markets during the year
ahead appears to be a likelihood and will be
utilised to acquire appropriate investments.

Portfolio Commentary

The portfolio returned 2.5% (after fees) during
the quarterand 12.1% (after fees) for the year,
compared to the annual benchmark return of
RBA cash rate plus 2.0%, with the RBA cash
rate currently anchored at 0.1%.

Stocks including Charter Hall Social
Infrastructure Trust (CQE), Arena REIT (ARF),
Rural Funds Group (RFF), GrainCorp (GNC),
Sonic Healthcare (SHL), Macquarie Group
(MQG), BHP Limited (BHP), and Wesfarmers
Limited (WES) performed well, appreciating by
more than 10%. At the asset allocation level,
the Fund continued its investment strategy of
maintaining cash levels between 5% to 10%.
By December 2021 quarter end, the cash level
was just under 10%. This is at the high end of
the desired range due to the receipt of Spark
Infrastructure (SKI) takeover proceedsin late
December.
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During the December quarter, the following
transactions were executed:

Fixed Income Asset Classes

We participated in the following:

« Australian Unity’s Mutual Capital
Instrument (AYUPA) that was issued in
early November. AYUPA will yield 4.85% p.a.
(fully franked), equivalent to approximately
6.93% p.a., paid semi-annually.

«  Clime Capital Convertible Notes (CAMG)
were rolled over to the new notes priced
at 5.25% p.a.

Equity Asset Classes

We introduced:
«  ColesLimited (COL)
We added to:

«  BHPtotapintoits high 2H21 fully franked
dividend.

. Macquarie Group Limited (MQG) via a
placement.
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We continued to take profits on the following
holdings as they moved higher:

«  ArenaREIT (ARF)

«  AusNet Services Limited (AST) - the takeover
by Multiplex Brookfield has been approved
by the Foreign Investment Review Board.

We reduced or exited:

«  Spark Infrastructure (SKI) was exited
following the taken over via Scheme of
Arrangement. Proceeds were received just
before Christmas.

+  Westpac Banking Corporation (WBC) was
reduced with a view to exiting next quarter.

We anticipate higher levels of uncertainty in
2022, particularly as the US Federal Reserve has
signalled more aggressive tapering and several
rate hikes. We continue to be vigilant of market
volatility while focusing on certainty of income
from stable income/quality securities.

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

All statistics and information referenced are sourced from the named Company’s ASX announcements, share prices, website, or discussions with Clime unless otherwise stated.

The information contained in this document is published by the Clime Asset Management Pty Limited ABN 72 098420 770, AFSL 221146. The information contained herein is not intended to be advice and does not take into account
yourpersonal circumstances, financialsituation and objectives. We encourage you to obtain advice fromyour Financial Adviser, and consider the Product Disclosure Statement, Reference Guide, and any other disclosure documents,
before making a decision to invest in the Fund. Please be aware that investing involves the risk of capital loss and past results are not a reliable indicator of future performance and returns. You can access the Fund’s Target Market
Determination here.
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