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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 Holdings

Security Weighting (%)

BHP Billiton Limited

OTHER
EQUITIES

3.34 27.1%

Telstra Group Ltd 2.53

Investor Suitability

Vincent Chin

Portfolio Manager

The Fund is designed for investors who: Income Strategies

+ 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.

Spiro Courtis
Senior Analyst
Fixed Income Strategies

Risk Management

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.

Hugo De Vries
Investment Analyst

Portfolio Sectors

REAL ESTATE
INVESTMENT TRUST

(REIT) EQUITIES

12.1%
Coles Group Ltd

UTILITIES &
INFRASTRUCTURE

Spark New Zealand Limited 2.7%

PREFERENCE SHARES
INCLUDING CAPITAL NOTES

Wesfarmers Limited
11.0%

Performance

1 month

Net Portfolio Return (Wholesale)** 1.2% 0.3%

Income

Capital Growth

Volatility - -

3 months 6 months

BONDS &
FLOATING
RATE NOTES
37.2%

1lyear 3yearsp.a.* 5yearsp.a.* Sinceinceptionp.a.*

0.5% 4.1% 5.9% 4.5% 5.49%

3.9% 3.4% 3.5% 3.6%

0.1% 2.4% 1.0% 1.8%

- 4.9% 4.9% 5.4% 4.8%

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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Market Commentary

Despite central banks pushing rates higher,
global equities had a strong July supported
by diminishing risks of a US recession,
strong labour markets and resilient
consumer  spending. The ASX 200
Accumulation Index rose by 2.88% with all
sectors participating. In the US, major
indexes were higher across the board with
European markets likewise stronger.

Australian 10-year bonds were mostly flat
closing the month at around 4.0% on
expectations underlying inflation could be
sticky. After trading up as high as USD0.69,
the AUD ended July around USDO0.675. Gold
and oil were both stronger in the month.

The US lifts rates despite better inflation
numbers

Lower-than-expected inflation figures from
the US raised optimism that the US
economy could avoid a serious downturn.
According to the National Association for
Business Economics (NABE) survey, the
odds of the US entering a recession in the
next 12 months are 50% or less. The
narrative of a soft landing is gaining traction
supported by ongoing strength in the
labour market and a pullback in consumer
prices.

July's Federal Reserve Bank meeting
unfolded largely as anticipated. Following
the meeting, Chair Powell acknowledged
the positive June inflation data but
expressed concern about the potential for
inflation's decline to be halted by tight
labour markets and robust economic
activity.

Meanwhile, the US reporting season
continues to deliver better results than
forecast. At the time of writing this report,
around two-thirds of S&P 500 companies
have reported earnings for Q2 2023 above
analyst expectations bringing both the
number of companies reporting positive
earnings surprises and the magnitude of
these earnings surprises, above 10-year
averages according to Factset.

Global growth prospects

According to the International Monetary
Fund’s (IMF) chief economist, Pierre-Olivier
Gourinchas, the risks of a crash landing for
the global economy have receded and
prospects for higher growth have improved.
The IMF forecast of 3% growth for the global
economy is 0.2% higher than the fund
predicted three months ago. It follows a
stronger-than-expected first quarter but is a
step down from last year’s 3.5% and below
historical averages.

Gourinchas acknowledged that the odds of
a soft landing in the US had increased, but
was less optimistic about Germany’s
economic prospects, forecasting a 0.3%
contraction this year. It maintained its call
that China’s economy would grow by 5.2%
in 2023.

Debt distress across developing economies
remains a top concern for the IMF, despite
emerging countries overall remaining
resilient. Gourinchas added, “We are
nearing the peak of the hiking cycle, but
we’re not quite there yet. We're going to
see central banks holding where they are
until they are confident enough that the
economy is on the right track.” The IMF
urged central banks to avoid any
“premature easing”.

China posts a mixed report card

China’s GDP grew by 0.8% in the second
quarter compared with the previous three
months. It expanded by 6.3% over the same
quarter last year, when lockdowns were in
force, and numerous cities were closed
down.

Slower retail sales and weaker GDP growth
suggest potential headwinds, while the
property sector's ongoing weakness is still
cause for concern. Despite the gloom, most
analysts still expect China’s economy to
grow about 5% for the year, which means
China will still drive the global economy.
But hopes rest on the Politburo doing more
to stimulate the economy. If that happens,
we could anticipate a boost in commodity
prices which would be welcomed on the
ASX.

The RBA keeps rates on hold

In Australia, the latest jobs data revealed
another month of strong labour market
conditions. The unemployment rate
remains very low despite rapidly rising
interest rates and a slowdown in consumer
spending.

Following a pause in July, the RBA decided
to keep the cash rate steady at 4.10% in
August as it observed that previous rate
hikes had begun to cool demand. Despite
maintaining a tightening bias, the RBA's
messaging leaned towards a dovish stance,
highlighting the advantages of allowing
"further time" to assess the delayed effects
of rate increases and continuously
evaluating potential risks.

Outlook

The second half of 2023 may present fewer
negative surprises than the first half, with
global central banks moving towards a
pause on rates, bank stress stabilising, and
signs of US-China tensions cooling. Yet the
robust performance by global share
markets in the first half may already reflect
expectations of the end of rate rises and an
economic soft landing. Following a series of
strong months for global share markets,
many stocks are starting to look
“overbought” and are trading on
demanding multiples.

Portfolio Commentary

The portfolio returned 1.2% in July 2023,
compared with its benchmark (RBA cash
rate + 3.00%) return of 0.59%. The RBA did
not hike rates in July, and keept the cash
rate at 4.10% again in August.

With stronger than expected
unemployment data and June quarter
inflation coming in below expectations, our
previous view of at least 2 to 3 rate hikes is
now less likely. Instead, we see the Reserve
Bank of Australia only hiking once, for now,
as they await more economic data results
to be published.

We reiterate, given the interest rate hike
cycle over the past 15 months, it is not
surprising that there is a lag in the short
term performance of the fund compared to
its benchmark, when focusing on shorter
term 1-2 year data. We encourage investors
to focus on the 3-5 year performance which
in aligned with the minimum investment
timeframe of the fund. We note the 1 year
running yield has improved significantly
compared to this time last year as it has
now above 4% and we remain confident
that higher income (as a component of the
total return) will be achieved.

Whilst we are not pessimistic about the
near and mid-term outlook, there are many
macro and structural risks in the global
economic landscape which we are
monitoring. These were discussed in the
fund's June 2023 report. We therefore
expect the investment journey to be bumpy
going forward. We will continue to take
advantage of increased market volatility to
take profit on stocks currently held within
the portfolio but also to accumulate quality
securities, making use of any market or
price weakness.

Furthermore, given the outlook that cash
rates will remain elevated for the
foreseeable future, we have tilted toward
the fixed income asset classes to maximise
income return, including cash. We have
been maintaining a neutral stance on
income sensitive securities including real
estate investment trusts (REITs), we are
now looking to accumulate our positions
in quality REITs with strong balance sheets,
strong rental growth and thus sustainable
income generation as we see price
weakness.
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Distributions*
31-Mar-23 1.116
31-Dec-22 1.0735
30-Sep-22 0.7643
30-Jun-22 2.1208

*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.

Portfolio Activity
BUY Fixed Income Assets
Nufarm Notes (NFNG) Position topped up on price weakness.

Equity Assets

Infratil Limited (IFT) Position topped up on price weakness.

SELL Fixed Income Assets

NAB Subordinated Debt (T2) Took profit on this position to reduce our exposure to NAB.

SELL Equity Assets
BHP Limited (BHP), Fortescue Metals Limited
(FMG.ASX), Iress Limited (IRE) and Worley Limited
(WOR).

Took profit on these positions as they continue to move higher, stretching their
current valuations.

W Invest in people, who invest in you.

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.

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. You can access the Fund’s Target Market Determination here.
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