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Central banks have made it clear that they will be raising

rates in the most widespread tightening for more than

two decades. 



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

Net Portfolio Return (Wholesale)** -2.0% -0.5% -0.4% 4.2% 4.7% 5.0% 6.0%

Income - - - 3.1% 3.2% 3.5% 3.4%

Capital Growth - - - 1.0% 1.5% 1.5% 2.6%

Volatility - - - 4.7% 5.9% 4.8% 4.6%

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.

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.
Past results are not a reliable indicator of future performance and results.
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Portfolio Sectors

UTILITIES &
INFRASTRUCTURE
3.9%

CASH
6.6%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
13.4%

BONDS &
FLOATING

RATE NOTES
40.0%
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Senior Analyst

Dealer & Analyst

Portfolio Manager

Company Weighting (%)

BHP Billiton Limited (BHP) 2.9

Telstra Corporation Limited
(TLS)

2.2

Rural Funds Group (RFF) 2.2

Dexus Industria REIT (DXI) 2.1

National Australia Bank Limited
(NAB)

2.0

OTHER
EQUITIES
22.0%

PREFERENCE SHARES 
INCLUDING CAPITAL 

NOTES 
14.3%
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Inflation in Australia increased to a headline rate of 2.1% in the March quarter and 5.1%
over the year. Fuel and new housing costs accounted for around half of the quarterly
increase. We expect reported inflation to peak at around 6%, before retreating to 3.5% next
year, and cash rates to reach a terminal rate of around 2%. In this scenario, we would
expect mortgage rates to rise by 2%, which will drag down residential property by around
10%. 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. Australian earnings are on track for around 20% growth in the current financial year,
roughly double the forecast growth in the rest of the world. Resources dominate growth
forecasts for FY22 but are conservative for FY23. Consensus forecasts for iron ore for FY23
are around $US90-95 per tonne so if the price stays above the current level of around $130
per tonne, further upgrades are assured.

This does not mean there is no earnings risk in the Australian economy. Some slowdown is
inevitable, particularly in those sectors most vulnerable to rising interest rates. We
anticipate the ASX All Ordinaries Accumulation index to provide a return similar to its long
term average of around 8%.

We remain confident that solid investments/businesses that benefit from inflation and
moderate economic growth will continue to do well. Similarly, premium real estate will
continue to provide attractive returns.

*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.

Distributions

Market Commentary

 The risk of the US Federal Reserve (Fed)
overtightening. With US inflation
running higher than 8% and a policy
rate of 1%, the risk looks small at
present. However, headline inflation
numbers are still heavily affected by
post-lockdown supply shocks. 
 Europe faces a larger problem as the
central bank is forced into action by
high inflation, just as the war in Ukraine
and the resultant sanctions aimed at
Russia have exposed the continent to
further supply shocks. Our view is that
Europe is at greater risk of stagflation
than the US.
 In contrast to the US and Australia
where economic indicators are holding
up well, China has been on an economic
slide since its property clampdown 12
months ago. Unemployment is rising
and could reach levels not seen in many
years.

Global share markets ended May stronger
following two months of correction. The
ASX200 Accumulation Index fell by -2.6%. In
the US, major indexes were largely flat, with
the S&P 500 up by 0.2%, and the Dow Jones
up by 0.3%. European markets also
climbed. So-called “safe haven” assets such
as gold were mostly off their highs, but US
Treasuries performed strongly in price,
whilst yields on benchmark bonds declined. 

The pace of global economic growth is
slowing. The broad-based tightening in
global monetary and financial conditions is
acting to slow spending growth,
accentuated by the high cost of basic food
and energy staples. European geopolitical
uncertainty is also weighing heavily on
business confidence and investment
intentions worldwide.

Central banks have made it clear that they
will be raising rates in the most widespread
tightening for more than two decades.
Monetary policy is responding to inflation
reaching multi-decade highs in many
countries, fueled by supply chain
disruptions during pandemic lockdowns,
and soaring energy and food costs since
Russia invaded Ukraine in February. Despite
some confidence that the worst may be
behind us, three issues remain of concern.

1.

2.

3.

Period Ending Wholesale Units

31 March 2022 1.1113

31 December 2021 0.4431

30 September 2021 0.5921

30 June 2021 1.5544

(Cents for units)

+0.1700 franking credits

Portfolio Commentary

The portfolio returned –2.0% during May 2022. The inflationary pressures caused by supply
chain disruptions related to the COVID-19 pandemic and the war in Ukraine are a major
concern for investors. Demand destruction i.e., a slowing economy, at a time of high
inflation suggests stagflation risks are increasing. This is likely one of the reasons the Biden
administration is considering removing some of the import tariffs introduced by the
previous administration in the trade war with China. This indicates the urgency or pressure
of the US administration to assist with tackling inflationary pressures without significantly
curtailing the economy.

We believe inflation will remain stubbornly high whilst real interest rates are likely to remain
negative for some time. As central banks increase interest rates, global (and local) equity
markets have re-priced lower, particularly in the interest sensitive yield sectors such as
REITs which hurt the fund most given it has an allocation of more than 15%. In context, the
ASX200 Property Accumulation Index fell by 8.7% while the ASX200 Accumulation Index was
down by only 2.6%.   

SELL Fixed Income Assets
Members’ Banks Senior Debt This corporate matured.

SELL Equity Assets

Centuria Capital (CNI)
Continue to reduce with the view of exiting as we believe
higher P/E stocks will be further de-rated because of
inflation and a slowing economy.

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 

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

