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Markets consolidated the exceptional gains of November

and December and ended January a touch higher.



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

Net Portfolio Return (Wholesale)** -0.2% 5.7% 1.7% 2.2% 4.5% 4.6% 5.37%

Income - - - 4.2% 3.8% 3.5% 3.6%

Capital Growth - - - -1.9% 0.6% 1.0% 1.7%

Volatility - - - 4.7% 5.1% 5.6% 4.8%

Benchmark 0.6% 1.9% 3.7% 7.2% 5.0% 4.5% 4.6%

Security Weighting (%)

BHP Billiton Limited 3.5%

Wesfarmers Limited 2.2%

Telstra Group Ltd 2.2%

Coles Group Ltd 2.2%

Macquarie Group Limited 1.9%

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.

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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UTILITIES &
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6.6%
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8.5%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
11.7%

PREFERENCE SHARES 
INCLUDING CAPITAL NOTES 
10.3%
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Income Strategies

Vincent Chin
Portfolio Manager

The Fund is designed for investors who:
Seek regular income above the RBA cash rate in
the form of consistent quarterly cash
distributions.
Are seeking reduced volatility.
Have a minimum investment timeframe of 3
years.

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.

Risk Management

Investor Suitability
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Markets consolidated the exceptional gains
of November and December and ended
January a touch higher. Good performance
in asset markets was driven by inflation
falling faster than expectations, bond
market yields lower, and central banks
pivoting from raising rates to thinking about
when rates might be lowered. 

After major economies showed surprising
resilience in 2023, some anticipated a mild
contraction in 2024. But the steepest
interest-rate-hiking cycle in decades has set
global economic activity on a course that is
difficult to map. The much talked about
‘soft landing’ appears to have arrived – at
least in the US. American exceptionalism
has been demonstrated by its strong GDP
growth compared with G7 peers, reflected
in new record highs achieved by its share
market indices in late January.

Over January, the ASX 200 Accumulation
Index rose by 1.18%, somewhat less than
most other developed markets. In the US,
major indexes were higher across the board,
with the S&P 500 up by 1.59%, the Dow
Jones by 1.22%, and the Nasdaq by 2.7%.
European markets generally rose:
Germany’s DAX was up 0.91%, the French
CAC up 1.51%, and the British FTSE was
down 1.33%. Japan’s Nikkei 225 was firmer
by 8.44% over the month. Chinese markets
continued to perform poorly, reflecting the
crisis in their real estate sector and
disappointment with their economic
recovery post the pandemic.

US and global bond yields ended the month
mostly unchanged, first rising but then
declining at month’s close. Bond rates
appear to indicate that inflation risks are
receding, and that rate rises have likely
peaked, although they may plateau at
current levels for some extended period
before falling further – perhaps in the
second half of 2024. The AUD slipped lower
over the month, from around USD 0.6800 to
close at around USD 0.6570. Crude oil rose a
few dollars on increased tensions in the
Middle East while gold was a touch weaker.

After rallies across many financial markets
in late 2023 and continuing into 2024, riskier
assets appear priced for an economic soft
landing and may be underestimating
downside risks. Most equity markets have
been rising due to price/earnings (PE)
expansion, rather than robust earnings per
share (EPS) growth. Of course, as interest
rates come down later in the year, this
might provide the impetus required for
corporate profitability growth, and so
justify current valuations. 

Taking all factors into account, we remain
optimistic that inflation will surprise on the
downside, and that a soft landing for the
global economy is the most probable
outcome. 2024 is likely to see positive
returns helped by falling rates in the latter
half of the year, with a low risk of recession.

The Australian economy is supported by
strong immigration, rebounding tourism
and substantial construction spending. On
the other hand, retail sales, disposable
household income, consumer sentiment
and residential building approval levels
remain weak. However, we expect these
weaknesses to turn as rate rises are put on
hold and housing bottoms. The labour
market remains strong, and households
still have some excess savings left over
from the pandemic. Likely, this
combination of factors points to another
below-trend growth year for the Australian
economy. We continue to be optimistic
about prospects for asset markets in 2024.

The portfolio returned -0.16% in January
2024, compared with its benchmark (RBA
cash rate + 3.00%) return of 0.59%. The
Australian 10-year bond yield edged up
from 3.95% to 4.01% in the month. This is
after reaching an intermonth high of 4.33%,
causing the equity market (ASX200
Accumulation index) to sell off nearly -3.0%
before it rallied back towards the end of the
month to close up 1.2%.  
 
The modest decrease in returns for the
Fund this month can be attributed to the
market delaying the expectation relating to
a US rate cut. As a consequence, stocks
sensitive to income, such as real estate
investment trusts (REITs), exhibited a more
pronounced recovery compared to the
broader equity market. This shift occurred
after two consecutive months of stronger
performance relative to the overall equity
market.
 
The most recent quarterly inflation figures
fell below expectations at 0.6%, compared
to the anticipated 0.8%. Over the past 12
months, inflation declined from 5.4% to
4.1%. Consequently, we currently believe
that the likelihood of a rate hike has
diminished. However, it is anticipated that
the RBA will maintain the current rate until
both the Fed has implemented a cut, and
they are highly confident that the inflation
risk in the region has subsided.
 
In 2024, approximately 50 nations,
including the USA, UK, EU, India, Indonesia,
and Russia, are holding general elections.
The first election of the year was Taiwan's
general and presidential election in
January 2024. The outcome saw the ruling
party, DPP, retaining the Presidency, but
for the first time, losing the majority in the
Legislature Yuan. Despite being a pro-
independence party, the DPP now needs to
negotiate with opposition parties for
legislative changes. Both opposition parties
favor dialogue with Mainland China. 

Considering the recent talks between the
US and China's Presidents in November
2023 during the APEC meeting, we
anticipate a potential easing of tensions
between these superpowers, particularly in
this region. 
 
We continue to take profit on stocks that
have performed well and swapping or
adding to stocks that are priced well and
have positive long-term trends. We focus
on quality stocks that offer sustainable
income over a 3 to 5-year period. 

After introducing several new high-quality
income-focused stocks in the second half of
2023, we're actively adjusting the portfolio.
Where appropriate we have been topping
up these exposures whilst decreasing
exposure to stocks where we have less
confidence in their risk-adjusted returns.
This ongoing process will persist as we
keep an eye on quality stocks with income
generation and defensive characteristics,
looking for opportunities to add them to
the portfolio at more favorable prices.
 
We expect that the cash rate will stay at its
current level for an extended period, we
plan to keep a larger portion of our
investments in fixed income assets,
including cash. Simultaneously, our focus
will be on quality stocks with a value-
oriented approach. We believe these stocks
can effectively manage the risk of inflation
while ensuring a reliable income for the
quarterly fund distribution.
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Distributions*

*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)

31-Dec-23 1.1814

30-Sep-23 0.903

30-Jun-23 1.555

31-Mar-23 1.116

BUY Fixed Income Assets
N/A

Equity Assets

APA Group (APA.ASX), Duxton Water Ltd (D2O.ASX),
Newmont Corporation (NEM.ASX).

Top up on price weakness.

SELL Fixed Income Assets
N/A

Equity Assets
ANZ Group Holdings Limited (ANZ.ASX), National
Australia Bank Ltd (NAB.ASX), Northern Star
Resources Ltd (NST.ASX), Telstra Group Limited
(TLS.ASX), Wesfarmers Limited (WES.ASX).

Reduce exposure and taken some profit on the names as they continued to move
higher.

In the case of NST, we are switching our gold exposure to NEM.

Portfolio Activity

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 (ARSN: 633 255 099). 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. A Target Market Determination is a document which is required to be made available from 5 October
2021. It describes who this financial product is likely to be appropriate for (i.e. the target market), and any conditions around how the product can be distributed to investors. It also describes the events
or circumstances where the Target Market Determination for this financial product may need to be reviewed. You can access the Fund’s Target Market Determination here.

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

