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May was a month of “wait and see” following strong returns

in the previous quarter and consolidation in April. 



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

Net Portfolio Return (Wholesale)** 0.0% 0.9% 3.8% 4.0% 3.2% 3.9% 5.25%

Income       4.1% 3.9% 3.6% 3.5%

Capital Growth       -0.1% -0.7% 0.3% 1.6%

Volatility       4.4% 5.1% 5.6% 4.8%

Benchmark 0.6% 1.9% 3.7% 7.5% 5.5% 4.7% 4.7%

Security Weighting (%)

SBS Mortages Series 1 trust 7.7%

BHP Group Limited 1.5%

Newmont Corporation Cdi 1.0%

Coles Group Ltd 1.0%

Wesfarmers Limited 0.9%

BONDS &
FLOATING

RATE NOTES
18.2%

OTHER EQUITIES
11.5%

UTILITIES &
INFRASTRUCTURE
3.2%

CASH
49.0%

REAL ESTATE INVESTMENT
TRUST (REIT) EQUITY
5.7%

PREFERENCE SHARES 
INCL. CAPITAL NOTES 
4.7%

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
7.8%

Jun Woo Jun
Investment Analyst



Market Commentary Portfolio Commentary 

May was a month of "wait and see"
following strong returns in the previous
quarter and consolidation in April. While
some markets bucked the trend, equities
and bonds largely treaded water. The key
factor driving markets remained interest
rate expectations, with disappointing
inflation data suggesting the US Federal
Reserve (Fed) would keep rates at a two-
decade high until clear evidence of
declining inflation towards their 2% target.
The Fed’s preferred inflation measure, the
personal consumption expenditures price
index, showed a 2.7% annual gain, aligning
with Wall Street's expectations. 

Equities and bonds 
In May, the ASX 200 Accumulation Index was
barely changed (+0.49%). US major indexes
saw gains with the S&P 500 rising 4.8%, the
Dow Jones 2.3%, and the Nasdaq 6.9%.
Global markets were mixed: Germany’s DAX
up 3.2%, the French CAC unchanged, and
Britain’s FTSE up 1.6%. Chinese markets
were slightly lower, while Japan remained
mostly unchanged. 

US and global bond yields ended the month
marginally higher, with the US ten-year
Treasuries stabilizing around 4.5% and
Australian ten-year bonds rising to 4.4%. 

Global economic outlook

The global inflation shock sparked by the
pandemic continues to concern markets,
but many countries are gaining confidence
that they are winning the fight against
inflation. The European Central Bank (ECB)
is likely to be the first major central bank to
lower rates, possibly in June. The global
outlook shows signs of improvement,
although growth remains modest. Tighter
monetary conditions are affecting housing
and credit markets, but global activity is
resilient, with improving private sector
confidence. Labour market imbalances are
easing, unemployment is creeping up but
remains close to record lows, and real
incomes are improving as inflation
moderates. Growth varies by region, with
stronger growth in the US and some
emerging markets offsetting softer
outcomes in advanced economies,
especially Europe. 

Global economic outlook
The global inflation shock sparked by the
pandemic continues to concern markets,
but many countries are gaining confidence
that they are winning the fight against
inflation. The European Central Bank (ECB)
is likely to be the first major central bank to
lower rates, possibly in June. The global
outlook shows signs of improvement,
although growth remains modest. Tighter
monetary conditions are affecting housing
and credit markets, but global activity is
resilient, with improving private sector
confidence. 

Labour market imbalances are easing,
unemployment is creeping up but remains
close to record lows, and real incomes are
improving as inflation moderates. Growth
varies by region, with stronger growth in
the US and some emerging markets
offsetting softer outcomes in advanced
economies, especially Europe. 

US economic performance 
The US is outperforming its peers, driven by
President Biden’s industrial policy and
pandemic support, getting the economy
back on track. However, strong growth
means a slower retreat for inflation,
delaying rate cuts by the Fed. Predictions of
a US rate cut have varied, with economists
now forecasting a cut in September 2024
amid signs the economy remains robust. 

Australian economy
The S&P/ASX 200 slipped after the Reserve
Bank of Australia (RBA) minutes suggested
a mild tightening bias. The index has
fluctuated in a choppy range after breaking
above 7,500 earlier this year. Consumer
sentiment in Australia remained subdued
due to cost-of-living concerns. The latest
CPI report was disappointing, showing a
year-on-year increase to 3.6% instead of
the expected decline, driven by rising
health insurance premiums and weather-
related fruit and vegetable cost increases. 

The RBA has held the cash rate stable since
November 2023, with inflation still hovering
above its 2-3% target. Economists will
focus on the services component of
inflation data, which has proven resilient to
higher rates. Globally, traders are pushing
out rate cut expectations mainly due to
resilient labour markets and economies. In
Australia, there is uncertainty about the
next rate move, although a rate increase is
unlikely given the economy's current
strength. 

Outlook 
Despite potential setbacks, there is
optimism that inflation will continue to
decline, leading to a probable soft landing
for the global economy. Positive share
market returns are expected in 2024,
supported by falling rates later in the year.
With markets reaching new highs,
constructing resilient and diversified
portfolios is essential. The ASX offers
excellent investment opportunities,
particularly in quality companies and the
small cap sector. 

The portfolio returned 0.0% in May 2024,
compared with its benchmark (the RBA
cash rate + 3.00%) return of 0.62%. 

Global growth and inflation 
As discussed above, with global economic
growth slowing and uncertainty
surrounding the trajectory of inflation, the
anticipated interest rate cuts have been
delayed and the number of expected cuts
has been reduced. There is a rising concern
that the risk of stagflation – characterised
by slow or no growth coupled with inflation
– has increased. This is highlighted by the
recent lack of real demand for additional
US Treasury auctions, specifically the 2-
year and 5-year issuances.

Earnings downgrades
At the portfolio level, performance was
impacted by earnings downgrades from
Spark New Zealand (SPK.ASX) and Sonic
Healthcare Limited (SHL.ASX). Additionally,
Telstra Group Limited (TLS.ASX) announced
a one-off restructuring cost that is expected
to impact the prospects of increased
dividends in the near term. Consequently,
these stocks fell in May 2024. In our view,
this decline does not reflect the underlying
value of these stocks, which we believe are
currently oversold.

Fund activity and strategy
Since the end of April 2024, we have
gradually commenced investing the excess
cash held within the portfolio, ensuring to
take advantage of weaker days to
accumulate existing portfolio positions.

The period of persistent higher inflation
continues to be exacerbated by ongoing
geopolitical conflicts in the Middle East and
Ukraine. Consequently, maintaining a
higher cash level within the portfolio in the
near term is a prudent strategy. As a
capital-stable, income-focused fund, we
are comfortable holding a higher cash
position and gradually investing during
moments of market weakness.

While holding a higher cash level can be
advantageous, it also presents the risk that
the fund's risk-adjusted returns may not
keep pace with the market, should we see a
market rally in the short term. Conversely,
if the market experiences a sharp sell-off,
the higher cash level will provide a buffer
against volatility.

As of the end of May 2024, the fund's cash
level was approximately 50% of the
portfolio. This will gradually decrease as we
continue to invest over the coming months.
During this period, we will maintain a
higher allocation to fixed-income asset
classes due to the high interest rate
environment. Simultaneously, we will
accumulate quality stocks with sustainable
income growth to ensure steady income for
the fund's quarterly distributions.
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BUY Fixed Income Assets

Nufarm Notes (NFNG.ASX). Top up on price weakness.  

Bendigo Bank 3-year Senior Floating Rate Note
(FRN).

We participated in the BEN senior debt offering which was priced at 100 basis points
over the 90-day bank bill swap rate (BBSW).

NAB Capital Notes 8 

While we maintain a neutral stance on Capital Notes in terms of our asset allocation
exposure, we recognise that the margin of 2.60% over the BBSW was fair value at the
time of pricing. Our decision to participate in this issuance is a strategic move to
generate higher regular income to support the fund's quarterly distributions and
enhance investor outcomes.

Peet Limited MTV 

We have invested in this high-yield, senior bond at 8.5% per annum. This bond
matures on September 30, 2029, with the first callable date being September 30,
2026. Despite high demand, we successfully secured a small exposure which will
enhance the portfolio's yield potential.

Equity Assets
APA Group (APA.ASX), Duxton Water (D2O.ASX),
Growthpoint Properties Australia (GOZ.ASX),
Medibank Private Limited (MPL.ASX), Mirvac Group
(MGR.ASX), Newmont Corporation (NEM.ASX), Region
Group (RGN.ASX), Rural Funds Group (RFF.ASX),
Spark New Zealand (SPK.ASX), Telstra Group Limited
(TLS.ASX) and Worley Limited (WOR.ASX).

We have continued to top up existing holdings utilising price weakness.

EBOS Group Limited (EBO.ASX)

We have introduced EBO to the portfolio.EBO is a sustainable, quality, income stock
in the healthcare sector spanning wholesale and retail pharmaceutical distribution
and includes medical technology via Transmedic and also animal care.

EBO has a strong track record of growing its earnings and dividends. Over the past 10
years, it has achieved annual compounded growth rates of 10.7% in earnings per
share and 11.2% in dividends.

EBO benefits from the ageing population. Additionally, the growth potential in pet
care, with higher earnings margins than healthcare, further strengthens EBO’s long-
term prospects.

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.

*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-Mar-24 1.0338

31-Dec-23 1.1814

30-Sep-23 0.903

30-Jun-23 1.555

Distributions*

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

