
 Underneath the volatility, markets tend
to be forward-looking.
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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.
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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.
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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.

Fund Facts

Performance

Fund Benefits

Top 5 Stock Holdings

Risk Management

Investor Suitability

Portfolio Sectors

CASH
10.1%

REAL ESTATE
INVESTMENT TRUST
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OTHER 
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Rural Farm Group (RFF)

BHP Group Limited (BHP)

Dexus Industria REIT (ADI)

AusNet Services Limited (AST)

Telstra Corporation Limited (TLS)
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Vincent Chin

Spiro Courtis
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Period Ending

30 September 2021

30 June 2021

31 March 2021 0.6265 

Wholesale Units

Share markets were volatile during January
and sold off aggressively, however within the
selloff we saw an sharp rotation from growth
to value with technology stocks
underperforming the more cyclical
components of the index such as resources
and energy.

The ASX 200 Accumulation Index fell by 6.4%
in January, with the speculative end of the
market falling considerably more. In the US,
the S&P 500 was down 5.2%. Big falls were
recorded by tech names, reversing previous
large gains made last year. European and
Japanese market returns were likewise
weak, and bond yields rose as inflation
pressures intensified. As we noted in our last
update, 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. 

Underneath the volatility, markets tend to be
forward-looking. The path forward appears
somewhat problematic, which is disturbing
some market participants. Within 3 months,
the US Federal Reserve (Fed) will commence
its rate rising program. The pivot to higher
rates could endure for the next 2 years or so.
Inflationary pressures have surprised on the
upside and could worsen if energy costs and
wages continue to accelerate.

Global institutions including the
International Monetary Fund (IMF) and the
World Bank lowered their forecasts for global
growth, with particular emphasis on growth
in the US and China, the world’s largest two
economies. Expectations are that US growth
in GDP will fall from 5.7% to 3.7% in 2022,
and in China from 8.0% to 5.0%. In the US,
forecasters have focused on the difficulty
that the Biden Administration is experiencing
in passing further fiscal stimulation through
Congress. 

Interest rates will rise from almost zero,
but they are not likely to go much above
2.0% with central banks expected to be
extremely careful not to upset markets. 
Following the recent adjustment in
prices, many quality companies are once
again offering sound long-term value. 
Even with growth slowing in parts of the
world, there are few signs of recession,
and re-openings post the pandemic will
likely begin in earnest later this year.  

In China, concerns hinge on problematic
over leverage in the property and
construction sectors. 

It is now clear that the almost free money
that has supported share market, bond, and
property prices since the pandemic low in
March 2020 is diminishing. Markets are
nervous that corporate profits will be
squeezed at two ends – from declining
revenue growth in a slowing economy, and
from rising wages and energy costs. As
always, there are reasons to be wary.  

As often occurs during market corrections,
some will overreact and make poor
decisions. Yet it is worth remembering that
pullbacks or corrections 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
corrections typically last about 3 months and
the median decline is about 17% outside of
recessions. 

Despite the uncertainties, there are several
reasons to be reasonably positive with the
current outlook: 

Much will depend on the course of the
pandemic. On balance, we expect the global
economic recovery will continue, albeit at a
slower pace.  

The outlook is challenging for highly priced
growth assets and companies with good
prospects but no current profitability; their
values will be tested by higher bond yields.
Solid businesses that benefit from inflation
and moderate economic growth will
continue to do well. With markets having
pulled back considerably, these companies
now exhibit attractive yields and sound
prospects.

Increased volatility in markets will be utilised
to acquire appropriate high quality
investments. 

A lack of primary issuances 
Demand from retail investors seeking
higher income yielding alternatives to
term deposits. 

Coles Group Limited (COL); 
Wesfarmers Limited (WES); 
Spark New Zealand Limited (SPK);  
ANZ Banking Group Limited (ANZ); and 
Integral Diagnostics Limited (IDX). 

The portfolio activities were focused on
rebalancing as we position the portfolio
towards more income-yielding and defensive
securities. 

Fixed Income Assets 

We did not add any new assets during the
month due to the lack of new issuances.
Fixed Income asset like capital notes are
generally trading high in the secondary
market. This is due to: 

This has resulted in the asset class appearing
to be less attractive recently.  

Equity Assets 

We added to the following positions as the
market weakened:  

The takeover of AusNet Services Limited by
Multiplex Brookfield received overwhelming
shareholder support. The deal has received
Foreign Investment Review Board (FIRB)
endorsement and is now awaiting Supreme
Court approval. Shareholders should receive
the proceeds shortly after Supreme Court
approval, expected to be a total of $2.6025
for each share owned, with $0.0475 per share
having been received as a distribution in
December 2021.

We expect this current bout of volatility to
persist for some time. As we moved into the
new year with moderately higher cash levels,
we are able to take advantage of increased
market volatility to accumulate quality
securities possessing the characteristics we
seek, namely higher income or consistent
income growth over time. 

 1.5544
+0.1700 franking credits

(Cents for units)

*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.

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.

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

Distributions

Market Commentary
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Invest in people, who invest in you.

Portfolio Commentary

30 December 2021

0.5921 

0.4431 

The portfolio returned -2.7% during January
2022 compared to its benchmark return of
0.25% as equity markets sold off. 


