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Global share markets ended January substantially

higher, continuing a broad recovery that commenced in

the last quarter of 2022.






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

Net Portfolio Return (Wholesale)** 2.8% 4.7% 3.6% 2.4% 4.0% 4.6% 5.8%

Income - - - 4.4% 3.1% 3.5% 3.5%

Capital Growth - - - -2.0% 0.8% 1.1% 2.2%

Volatility - - - 6.6% 6.5% 5.4% 4.8%

UTILITIES &
INFRASTRUCTURE
4.4%

Security Weighting (%)

BHP Group Limited 3.9

Telstra Group Limited 2.4

Coles Group Limited 2.0

NAB Bank Limited 2.0

Spark New Zealand 2.0

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.

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

CASH
7.5%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
14.0%

BONDS &
FLOATING

RATE NOTES
36.2%
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changing trends in consumer demand
and consumer confidence levels 
the impact of the currency 
positioning in resources 
cost inflation 
shortages in labour and supply line
issues 
balance sheet strength. 

Key themes to watch in the FY23 earnings
reporting season unfolding now include: 

Company outlook statements and dividend
payout ratios are sure to be closely
scrutinised. Quality of earnings, revenue
growth, margins, and so on will be analysts’
focus as the macroeconomic background
takes a back seat to company
fundamentals. 
 
The resource sector has responded strongly
to the China re-opening theme.
Discretionary retail earnings are vulnerable
to rising rates, with 10% of Australian
households potentially affected by the
looming “fixed rate mortgage cliff”.
Healthcare stocks could be an area of
disappointment due to the effects of the
pandemic (e.g., lower rates of covid testing,
and skilled labour shortages). 
 
The broad valuation de-rating in 2022 will
give some comfort that valuation metrics
are not too far from long-term averages.
While the index has surged some 16% since
October, the forward PE now sits around
14.8x, not far above its long-term average
of 14.5x. 

Outlook 

We think the peak in global inflation is
behind us, and the combination of a
moderation in demand growth,
improvements in goods supply, and tighter
monetary policy will be sufficient to bring
inflation back toward central banks' targets
over the next two years. 

In the US, we expect GDP growth to slow
somewhat in 2023, reflecting higher
interest rates. We expect the Federal
Reserve to deliver 0.25% rate hikes in
February and March, for a terminal rate of
around 5.0%, before pausing to wait and
watch for the impact on the data as it feeds
through the system. In the Euro area, we
have been pleasantly surprised by the
resilience of the economy in the face of the
energy crisis with recession appearing to
have been avoided to date. In China, we
expect a sharp recovery of at least 5.0% in
2023, driven by China’s rapid reopening,
weighted towards the second half of the
year. 

 

Global share markets ended January
substantially higher, continuing a broad
recovery that commenced in the last
quarter of 2022. Global bonds likewise had a
strong month, with bond traders
forecasting that central banks are getting
close to the end of their rate rising cycle. 
 
In a positive report issued at the end of
January, the IMF raised its growth outlook
for the first time in a year, saying it sees a
“turning point” for the global economy. It
expects global growth to slow from 3.4% in
2022 to 2.9% in 2023, and then rebound to
3.1% in 2024. The risk of a global recession
remains, as well as one in the US, but it is
diminishing, thanks to resilient US
consumer spending and China’s reopening.
This is a major turnaround from last year
when the IMF cut its 2023 outlook three
times.  
 
Economic growth data has proved
surprisingly resilient in the last month, with
strong labour markets, robust household
consumption and business investment, and
a better-than-expected response to the
energy crisis in Europe. Inflation showed
improvement, with overall measures now
decreasing in most countries. Even if core
inflation in some regions has yet to peak. 
 
Elsewhere, China’s re-opening paves the
way for a rapid rebound in activity. This has
helped spur commodity prices. Global
financial conditions have improved as
inflation pressures started to abate. And a
weakening of the US dollar from its
November high provided welcome relief to
developing countries. 
 
Australia’s prospects 

Australia’s economic prospects remain
good. We do not expect rate rises in
Australia to unduly stifle growth, and
therefore do not anticipate a domestic
recession. We think that inflationary
pressures will soon start to abate, and
retreat to more moderate levels over 2023,
allowing the RBA to end its rate rises within
the next few months. Mortgage rates will
rise further, which will drag down
residential property, but the good news is
that Australian export income should
continue to be buoyed by sustained
commodity prices and agricultural exports.

There are solid reasons to expect that
Australian corporate earnings will remain
relatively robust and outperform the rest of
the world.  
 

Market valuations are far more attractive
than they were a year ago. We remain
confident that solid well managed and
profitable businesses will continue to do
well. Similarly, premium real estate
continues to provide attractive returns.
Investment markets are forward-looking
meaning the improving global economic
outlook for next year and beyond should
provide a tailwind for both equity and
property markets. 
 

The portfolio returned 2.8% in January
2023. Australian 10-year bonds continued
to rally to close to 3.55% seeing the yield
compress by 50 basis points (bps) over the
month. This rally has occurred alongside
the Australian equity market rally. This
included a notable uplift to income
sensitive stocks in the real estate
investment trust (REIT) sector, which
provides a tailwind for the fund. Additional
performance came from bulk commodities,
metals and mining stocks which saw the
ASX200 Accumulation index up 6.2%
following a decline in December 2022.   
    
We believe the strong start in equity
markets so far this year reinforces the view
expressed in our December 2022 report
that markets may be ahead of themselves.
Despite this, we remain confident that the
Australian economy has better prospects
than other developed nations. A renewed
relationship between Australia and China
would add additional momentum to local
markets should trade, education services
and tourism come back online as we
expect.  

We have continued to rebalance and
consolidate the fixed income assets within
the portfolio, taking advantage of any
movement in bond yields and credit
spreads. This is to lengthen the credit
duration within the portfolio and yield
pickup. 

We will continue to monitor markets with a
view to take advantage of any market or
price weakness to find quality securities for
potential addition to the portfolio. The
characteristics we seek when analysing
potential investments include excellent
management, strong balance sheet, long
term sustainability and defensiveness, with
a good track record providing consistent
income/dividends.   

Portfolio Commentary 

Market Commentary 



Distributions*

BUY Fixed Income Assets
Bendigo 4-year senior January 2027 Floating Rate
Note (FRN).  We added this FRN to the portfolio to replace an upcoming maturing bond.   

Equity Assets

ALS Ltd (ALQ-ASX) and IGO Ltd (IGO-ASX)  Positions topped up following their introduction to the portfolio late last year. 

Iress Ltd (IRE-ASX)  Position topped up on price weakness.   

SELL Fixed Income Assets

AMPPB, MBLPC and NABPI  Taking some profit.  These Capital Notes are well above par.   

Equity Assets

Graincorp Ltd (GNC:ASX)  Position exited and profits taken. Proceeds redirected to increasing the allocation to
ALQ, IGO and IRE. 

*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.

Period Ending Wholesale Units (cents per unit)

31st December 2022  1.0735

30th September 2022 0.7643

30th June 2022 2.1208

31st March 2022 1.1113

Portfolio Activity

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 
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