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July was a broadly positive month for markets, but there are clear indications 

of overstretched valuations and concerns are growing about the outlook.



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

Net Portfolio Return (Wholesale)** 1.8% 2.2% 3.0% 4.8% 3.1% 3.9% 5.41%

Income 5.3% 4.3% 3.6% 3.7%

Capital Growth -0.6% -1.2% 0.2% 1.6%

Volatility 4.4% 5.1% 5.7% 4.7%

Benchmark 0.6% 1.9% 3.7% 7.6% 5.7% 4.8% 4.8%

Security Weighting (%)

SBS Mortages Series 1 trust 7.8%

BHP Group Limited 1.5%

Newmont Corporatio Cdi 1.1%

Coles Group Ltd 1.0%

NAB Float 10/05/2027 Corp 1.0%

BONDS &
FLOATING

RATE NOTES
22.9%

OTHER EQUITIES
15.1%

UTILITIES &
INFRASTRUCTURE
4.2%

CASH
36.5%

REAL ESTATE INVESTMENT
TRUST (REIT) EQUITY
6.8%

PREFERENCE SHARES 
INCL. CAPITAL NOTES 
5.0%

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.

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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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

REALESTATE INVESTMENT
TRUST (REIT) CREDIT
9.6%

Jun Woo Jun
Investment Analyst



Market Commentary 

July was a broadly positive month for
markets, but there are clear indications of
overstretched valuations and concerns are
growing about the outlook. The US
economy seems to be stalling, probably
because low-end consumers are feeling the
squeeze of higher living costs, higher
interest rates, higher local taxes and
insurance payments, while wages are no
longer rising so fast. There is also
disappointment at the lack of traction in
the Chinese economy and the absence of
new stimulus following the Communist
Party’s third plenum in July. In addition,
there is the disruption of the yen carry
trade as the Japanese currency has rallied
strongly, and heightened fears of a broader
regional war in the Middle East. Growing
political uncertainty in the US following the
failed assassination attempt on Donald
Trump, the withdrawal from the campaign
of Joe Biden, and the rise in the polls of
Kamala Harris are further factors unsettling
markets. 

In the US, indexes were higher in July, with
the benchmark S&P 500 up 1.1%, and up
15.8% year to date. The Dow Jones was up
4.4% for the month, and up 8.4% year to
date. Nasdaq lost 1.6% in July, with
performance driven by the large mega-cap
technology names, and evidence that
investors are rotating out of the sector and
banking large profits. Other global markets
were lower: Germany’s DAX was down
2.3%, the French CAC down 2.1% and
Britain’s FTSE was down 1.0%. Japan’s
Nikkei was down 2.5%. 

US and global bonds ended the month with
yields lower and prices higher. US 10-year
Treasury notes fell 32bps in yield to below
4.0%, and Australian 10-year yields fell
19bps to end the month just above 4.0%.
Treasury yields have been in a downward
trend since April on the back of softening
economic data, with market expectations
that the Fed will start cutting rates this
September. Specifically, the July 5th Jobs
Report saw the monthly unemployment
rate tick up and the July 11th CPI report
showed both headline and core CPI below
consensus. The 2-year yield ended July
near its lowest level since February, while
the 2/10 spread hit its least inverted point
in two years. 

The AUD was weaker over the month,
settling slightly below US$0.65. Resources
were mixed, with oil lower, gold up, and
iron ore sharply weaker. The VIX volatility
index rose sharply from its low of around 12
to a touch over 18 in July. 

Investor focus has moved decisively from
considerations around US inflation to those
around US economic growth. The US
unemployment rate in July rose above the
psychological 4.0% barrier to 4.3%, and the
new employment number of only 114,000
resulted in concerns about a potentially
weakening US economy. 

Both the US Manufacturing and Services
PMI Indices are currently in contraction
territory, with the former now dropping
after a recovery period. It is clear that the
sustainability of current economic growth
is coming under question. 

With US inflation seemingly under control
(even though it still has some way to go to
the Federal Reserve’s target rate of 2%), the
sustained health of the US economy is
becoming a focus point. It is clearly a
critical task for the Fed to consider their
potential stimulus at the right time to
prevent a potentially too quickly cooling
economy turning into a recession. There
are only three Fed meetings remaining this
year. We can expect pressure from the
public on the Fed to be quick with their
easing process, and to keep the US
economy on course. 

The change in the US economic outlook has
caused a volatile reaction in the stock
market as investors switched from their
higher-valued large capitalisation growth
stocks to lower- valued and small
capitalisation stocks. This “rotation” is
based on the premise that these lower
quality businesses will find it easier with
lower interest rates, and is particularly
affecting technology stocks. The extent of
the rotation in favour of small-cap stocks
was indicated by the Russell 2000 Index
outperforming the S&P 500 by 14% in July,
a huge margin. 

The second quarter earnings season is well
under way, with three quarters of the S&P
500 constituents already having reported.
On a consolidated basis they have
delivered revenue growth of +5% and
bottom-line earnings growth of +11%. This
is somewhat better than consensus
expectations, but those companies that
disappointed on their results or outlook
comments were severely punished by the
market. 

The S&P 500 Index follows the consensus
target valuations over time. Should
earnings be exceeded, the chances are that
valuations may increase in time based on
lower interest rates. With the US election
campaigns having started in earnest,
investors look forward to more information
of their respective promises and more
clarity on the potential effects on capital
markets. 

Australia 

In Australia, according to the NAB monthly
business survey, business conditions edged
down in June, continuing the long running
trend since peaking in late 2022. Conditions
declined in wholesale, construction,
manufacturing and finance, business &
property, with the non-mining goods
sectors now clearly softer than the services
sectors. 
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Retail, despite increasing in the month,
remains weakest (and the only industry in
negative territory) in trend terms. While the
activity side of the survey has shown a
consistent easing, capacity utilisation
remains high. This lines up with the slowing
in activity we have seen more broadly but
also with a still high level of demand
relative to supply in the economy.
Consistent with this, prices and cost growth
generally remain elevated. Encouragingly,
both labour and purchase cost growth
largely reversed last month’s increase, and
output price growth also slowed. 

However consumer sentiment remains
weak. The Westpac Consumer Sentiment
Index measures the change in the level of
consumer confidence in economic activity.
On the index, a level above 100 indicates
optimism; below indicates pessimism. The
Consumer Sentiment index in Australia
decreased to 82.7 in July 2024, the lowest in
six months, from 83.6 in June of 2024.
Consumer Confidence in Australia averaged
100.45 points from 1974 until 2024, reaching
an all-time high of 124 points in May of 2007
and a record low of 64.6 points in November
of 1990. 

The fall in Australian consumer sentiment
was driven by weaker perceptions of
personal finances, and occurred alongside a
sharp rise in expectations around the level
of mortgage rates. Westpac noted that
"fears of persistent inflation and further
interest rate rises are again weighing more
heavily on the consumer mood" and have
offset any boost from the arrival of the stage
3 tax cuts and other fiscal support
measures.

On interest rates and housing, expectations
for the level of mortgage rates rose sharply
(+12.8%mom), marking the steepest rise
since the start of 2022. Nearly 60% of
consumers surveyed now expect mortgage
rates to increase over the next year.

Valuations on the ASX ended July in
stretched territory, with the index flirting
with new record levels. Heading into
reporting season, the market PE at month
end was around 17.1x, well ahead of the
long-term average of around 14.5-15x. As
the ASX is dominated by miners and banks,
it is noteworthy that both these sectors are
somewhat vulnerable – miners to the prices
of global commodities, which in turn are
highly sensitive to a slowing global
economy, and the banks which are already
trading at very demanding multiples. 
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*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)

30-Jun-24 2.615

31-Mar-24 1.0338

31-Dec-23 1.1814

30-Sep-23 0.903

Distributions*

Portfolio Commentary 

The portfolio returned 1.8% in July 2024, compared with its benchmark (the RBA cash rate + 3.0%) return of 0.6%. The
Australian bond yield compressed by 20bp to close at 4.11% resulting in a stronger equity market. The ASX200 accumulation
index rallied 4.2%, notably toward the end of July, in a strong start to the 2025 financial year.

We believe the late July rally in the equity market can be attributed to several main factors. The US Fed has provided its
strongest signal yet of their first cut, likely in September 2024; the local June quarter 2024 inflation print came in line with
consensus expectations, i.e., 1.0% for the June quarter and 3.8% for the year basis. More importantly, the trimmed mean upon
which the RBA places more emphasis came in at 3.9%, below expectations of 4.0%. To top it off, retail sales for June grew at
0.5%, ahead of consensus expectations of 0.2%.

On the global stage, we are monitoring the increased tensions in the Middle East, which has sparked a rally in gold as investors
seek to mitigate or hedge this risk. This contributed positively to the Fund as we are invested in Newmont Corporation, the
largest gold producer in the world.

As previously noted, towards the end of April and also in May 2024, the Fund saw large net inflows which we have been actively
investing since. As the fund is designed to be an absolute return and low risk fund, we initiated investments in the defensive
fixed income asset classes, and thereafter sought to take advantage of weak days to accumulate / top up risk (equity) assets.

As the end of July 2024, the cash level is around 35%. This will further reduce as we invest over coming months. We will
maintain a high allocation to the fixed income asset classes over this period due to the high interest rate environment. We will
also prudently accumulate high quality stocks with sustainable income growth to provide a certainty of income for the
quarterly income distributions and modest to moderate capital growth over the mid to longer term.

BUY Fixed Income Assets

ANZ subordinated Tier 2 debt 
Participated in the recent ANZ 15NC10 Tier 2 debt offer in the secondary market.  We
took advantage of a momentary widening in the spread and were able to buy below
par.     

Sumitomo Mitsui Bank and Rabobank 5y senior FRN. 
Participated in the primary market for the Sumitomo Bank and Rabobank 5-year
senior FRN paper (priced at 88bp and 91bp over the BBSW90).  

BOQ and Suncorp Metway Bank senior FRN
We invested in both senior papers (less than 5years to maturity) to enhance the
portfolio yield.  

Westpac subordinated Tier 2 FRN
Participated in the primary market of the 10NC5 subordinated debt (priced at 167bp
over the BBSW90).

Portfolio Activity



Your Australian Income Fund | July 2024

BUY Equity Assets
Arena REIT (ARF.ASX), Duxton Water (D2O.ASX),
EBOS Group (EBO.ASX), Medibank Private (MPL.ASX),
(MGR.ASX), Newmont (NEM.ASX), Telstra Group
Limited (TLS.ASX), Regal Partner Limited (RPL.ASX),
and Worley Limited (WOR.ASX).

Due to large inflows, we continued to top up existing stocks in the portfolio on price
weakness.   ARF.ASX was topped up during a placement. They simultaneously
announced a distribution upgrade for FY25.

NIB Holdings Limited (NHF.ASX)

We introduced NHF.ASX to the portfolio.   NHF.ASX is similar to Medibank Private
(MPL.ASX): it provides private health insurance to residents, international students,
and visitors in Australia and New Zealand. We believe NHF.ASX is a quality business
with defensive features offering both sustainable income and growth over the long
term due to population growth. NHF.ASX is currently trading at a discount to our
valuation.

SELL
Toronto Dominion Bank senior paper This senior debt paper matured on 08/7/2024.

Fixed Income Assets

Optus Finance Limited and GTA Finance Pty Limited
corporate bonds

Exited these lower fixed rate shorter duration corporate bonds in a switch to higher
longer duration floating rate bonds. Taking advantage of the larger inflow to
rebalance the fixed income securities portfolio over time. 

Equity Assets

NAB (NAB.ASX)
We reduced and took profits on NAB as we consider it expensive, and switched the
proceeds to RPL.ASX.

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.

Portfolio Activity

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

