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Fund Facts

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.

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

Security Weight

2.3%

Telstra Corporation Limited (TLS)

BHP Group Limited (BHP)

Dexus Industria REIT (ADI)

Growth Point Properties Group

Rural Farm Group (RFF)

Performance

1 month

Net Portfolio Return (Wholesale)** 0.3%
Income

Capital Growth

Volatility

2.0%

2.0%

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.

« are seeking a steady accumulation of wealth over
the longer term at reduced volatility to equity
markets.

+ have a minimum investment timeframe of 3to 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.

Portfolio Sectors

CASH
10.5%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
16.7%

2.1%

PREFERENCE SHARES

& TIER 1 CAPITAL
NOTES

129% ————————— o

2.0%

OTHER

EQUITIES
16.7%

3 months 6 months 1year 3 years p.a.

0.0% -0.2 9.2% 5.8%

2.9% 3.1%
6.1% 2.6%

4.3% 5.8%
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ortfolio Manager

Income Strategies

Spiro Courtis
Senior Analyst

Fixe:

d Income Strategies

H
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Dealer & Analyst

5years p.a.

5.5%

3.4%

2.1%

4.7%

BONDS &
FLOATING
RATE
NOTES
39.2%

INFRASTRUCTURE
& UTILITY
EQUITIES

4.0%

Since Inception
p.a.*

6.3%

3.3%

2.9%

4.6%

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 2021 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 ended the month sharply lower
following the shock of the Russian invasion of
Ukraine, which commenced on 24 February
2022. The ASX 200 Accumulation Index gained
2.1%. European markets were particularly hard
hit, with the German DAX down 6.5%. In the US,
the S&P 500 was down 3.0%, the Nasdaq fell by
3.4%, and the Dow Jones was lower by 3.3%.
There were large rises in the prices of oil, gas,
grains, metals, and the VIX volatility index. Safe
haven assets including the US dollar, US
Treasuries, and gold rose in value.

Russia’s invasion of Ukraine has been rapid and
dramatic, but  the likely  economic
consequences will be slower to materialise and
by nature less spectacular. The war itself is
terribly tragic, foremost for the Ukrainian
people, but also for ordinary Russians - many of
whom do not support it. Sadly, the “peace
dividend” that western Europe enjoyed after
the Berlin Wall fell in 1989 will now reverse.
Defence budgets will rise in Europe, the US,
Australia, and other countries to reflect the
increasingly dangerous global situation. This
will not reduce GDP growth, but it will reduce
people’s  well-being  because  resources
dedicated to defence are resources diverted
from consumption or investment in education,
health care, and infrastructure.

Global food prices are spiking. Russia and
Ukraine account for the majority of the world's
sunflower-seed oil exports, while Russia is the
world's largest wheat exporter. Russia is also
the world’s largest exporter of fertiliser.
According to the NY Times, combined, Ukraine
and Russia were responsible for 26% of global
wheat exports in 2020. Food prices have
skyrocketed globally not only because of the
war disruption, but because of the global
supply chain issues during the pandemic,
adverse weather, and rising energy and
fertiliser costs. Food price increases are
burdening poorer people globally and
threatening to stoke social unrest in areas such
as the Middle East and north and central Africa.

Invest in people, who invest in you.
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Apart from the shock of disruption to trade,
global central banks are still intent on raising
interest rates to combat inflation. The war in
Ukraine may give central banks momentary
pause, but the era of “almost free” money that
has supported share markets, and bond and
property prices since the pandemic low in
March 2020 is surely drawing to a close. Markets
are wary that corporate profits will be squeezed
from two sides - from declining margins and
revenue growth in a war-disrupted and slowing
global economy, and from rising inflation
propelled by surging wages, food and energy
costs. As always, there are reasons to be
cautious.

Yet pullbacks or corrections in financial
markets are a normal part of market behaviour.
Indeed, the ASX has had intra-year falls of more
than 10% in 16 out of the last 28 years. History
shows that once corrections are out of the way,
markets recover and move forward. After the
recent adjustment in prices, many high quality
companies are once again offering sound long
term value. And in rare positive news, the
recovery from the pandemic seems to be
becoming entrenched.

Domestically, we are deeply concerned with the
terrible floods that have occurred in large parts
of Queensland and New South Wales and will
be carefully monitoring for the financial
implications.  Of course, our deepest
sympathies with those directly affected.

On balance, the global economic recovery will
continue, but at a slower pace. With inflation
rising at a time of slowing growth, the risk of
stagflation will increase - but it is yet to
constitute our base case. While the outlook for
highly priced growth assets is challenging,
quality businesses that benefit from inflation
and moderate economic growth will continue
to do well. Given markets have pulled back
quite considerably, these companies now
exhibit attractive vyields and are sound
prospects.

Clime will continue to utilise the increased
volatility in markets to acquire appropriate high
quality investments for clients.

Portfolio Commentary

The portfolio returned 0.3% during February
2022, equal to its benchmark return of 0.3%.
The Fund’s return was adversely affected by
geopolitical events in Ukraine/Russia.

For context, the ASX200 Accumulation index
was up close to 5.0% in an intra-month
February high, before falling back to 2.1%
following the invasion. At the portfolio level, a
number of constituent companies lowered their
dividend expectations during the reporting
seasons having an impact on February’s
performance. We remain confident these
factors will be resolved in the medium term.

For the Fund, we utilised market volatility to
incrementally add quality stocks with defensive
and high income characteristics. We are also
mindful of the environment, and retain a tilt
toward ESG-aware companies that align with
the longer-term sustainability thematic.

Fixed Income Assets

We participated in the newly issued ANZ
Banking Group capital note (ANZPJ). ANZPJ will
replace ANZPE, which is being called back from
March 2022. ANZPJ will list in March 2022.

In addition, a Westpac Tier 2 floating rate note
which was due to mature shortly was sold while
it was trading above par.

Equity Assets

Following an extensive review of their long-
term growth prospects including their ESG
profile we added:

e Worley Limited (WOR)
We increased our allocation to:

e Coles Group Limited (COL)
GrowthPoint Property Group (GOZ)
e MysState Limited (MYS)

e Sonic Healthcare Limited (SHL)

e Wesfarmers Limited (WES)

We reduced:

e Arena REIT (ARF) which has performed
strongly

We exited:

e Westpac Banking Corporation (WBC) in an
off-market buyback

The AusNet Services Limited takeover proceeds
have been received and portfolio cash levels
remain high.

We expect this current bout of volatility to
persist for some time. With the portfolio sitting
on over 10% cash, we have the option to take
advantage of increased market volatility to
accumulate  quality  investments.  The
characteristics we seek include excellent
management, a high-quality balance sheet,
consistent income, and a defensive and ESG
aware business model.

Client Services 1300 788 568 | info@clime.com.au | clime.com.au

All statistics referenced are sourced from the named Company’s ASX announcements or share prices unless otherwise stated.

The information contained in this document is published by the Clime Asset Management Pty Limited ABN 72 098 420 770, AFSL 221146. The information contained herein is not intended to be advice and
does not take into account your personal circumstances, financial situation and objectives. We encourage you to obtain advice from your 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.



