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Markets responded with alarm to the news about Omicron,                     
with many markets experiencing their largest one day falls 

since the beginning of the year. 



Dear fellow Clime Client and Investor, 

As 2021 draws to a close we would like to take this opportunity to wish you all a safe and happy holiday period ahead.

Like many of you, we will be spending time with family and loved ones and without doubt our mind will turn to the
highs and lows of the recent period. Personal and professional challenges have been countered with an extraordinary
period in financial markets.

Driven by the prospect of a post COVID-19 economy recovery along with ongoing with monetary and fiscal support,
risk and growth assets have re-rated. Most of this occurred prior to the lockdowns in NSW and Victoria, with the
second half of 2021 having its challenges.

In reviewing the investment environment, we retain our view that 2022 should be a good year for investment but with
an acknowledgement and understanding that interest rates are beginning to rise.

Interest rate increases normally and historically contest the returns for risk assets (property and equity) but the
current environment is not like the past. We are presented with large and sustained negative "real" interest rate
settings. Negative real interest rates are not normal but they appear to support growth assets as alternatives (bonds
and fixed income) are set at too low a level of yield.

Further, an accelerating economic recovery, with growing inflation coupled with supportive fiscal policy will support
valuations and earnings growth forecasts; translating into a fruitful environment for companies that are able to
navigate changing industry dynamics and whom actually benefit from inflation.

Change brings opportunity and the collective skill and experience within the Clime team will continue to assist you in
the achievement your financial goals, underpinned by the Clime ethos of integrity, transparency, conviction and
progress.

Thank you sincerely for your ongoing support and as we welcome 2022, we look forward to seeing many of you in
person in the new year.

Kind regards and Seasons Greetings,

John, Annick & the Clime Investment team
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About your Australian 
Income Fund
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.

Investor Suitability

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.

Risk Management

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.

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.

Security Weight

Spark Infrastructure (SKI) 2.3%

Telstra Corporation Limited (TLS) 2.3%

Dexus Industria REIT (ADI) 2.1%

AusNet Services Limited (AST) 2.1%

Rural Farm Group (RFF) 2.1%

Top 5 Stock Holdings Portfolio Sectors

CASH 
7.9%

PREFERENCE SHARES 
& TIER 1 CAPITAL 
NOTES 
12.9%

BONDS & 
FLOATING 

RATE NOTES 
40.2%

OTHER 
EQUITIES 
14.3%

INFRASTRUCTURE 
& UTILITY EQUITIES 
7.8%

REAL ESTATE INVESTMENT 
TRUST (REIT) EQUITIES 
16.9%

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% -0.2% 4.6% 9.9% 6.8% 6.3% 6.5%

Income - - - 2.7% 3.2% 3.5% 3.4%

Capital Growth - - - 6.9% 3.5% 2.7% 3.0%

Volatility - - - 3.0% 5.5% 4.5% 4.5%

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.

Performance



The information contained in this document is published by the Clime Asset Management Pty Limited ABN 72 098 420 770, AFSL 221146. The information contained herein is not intended to be advice and does not take into account 
your personal circumstances, financial situation and objectives. We encourage you to obtain advice from your Financial Adviser, and consider the Product Disclosure Statement, Reference Guide, and any other disclosure documents, 
before making a decision to invest in the Fund. Please be aware that investing involves the risk of capital loss and past results are not a reliable indicator of future performance and returns. 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 
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Period Ending Wholesale Units
(Cents for units)

30 September 2021 0.5921

30 June 2021 1.5544
+0.1700 franking credits

31 March 2021 0.6265

31 December 2020 0.3008

*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

Portfolio Commentary

The portfolio returned 0.20% in the month. Once 
again, activities were focused on rebalancing 
the portfolio. 

Fixed Income Assets 

We participated in the following issuance:  

•	 Clime Capital Limited (CAM) Convertible 
Notes (CAMG) via rollover of existing notes. 

•	 Australian Unity’s Mutual Capital Instrument 
(AYUPA), as noted in last month’s update, 
have now listed. 

Market Commentary

Share markets were volatile during November. 
The ASX 200 Accumulation Index fell by 0.5%, 
whereas in the US, the S&P 500 was down 
0.8%, and the Nasdaq fell 1.8%. European and 
Japanese markets were likewise weak. Bond 
yields were lower, as were energy prices and 
agricultural commodities. The Australian dollar 
fell from USD0.75 to USD0.71 over the month. 

During the first 3 weeks of November, markets 
were focused on issues relating to inflation, 
supply-chain logistics, tapering of quantitative 
easing, timing of interest rate rises, and the pace 
of recovery. In the final week, attention shifted 
to the potential dangers of Omicron. While the 
numbers of new cases appear to be rapidly rising, 
important questions remain: 

Will Omicron be controlled by existing vaccines? 

Is it more transmissible or more dangerous than 
previous variants, and more likely to result in 
severe illness or death? 

Will existing medications be effective against 
Omicron? 

At this stage, the answers are still unknown. 

We learned from Delta that it is hard to stop 
the spread of virulent new variants. While 
many countries (including Australia) have 
already imposed restrictions on travel to and 
from Southern Africa, this will not prevent it 
from spreading to other countries. Different 
approaches to managing the virus have emerged, 
with some countries adopting an approach of 
“learning to live with the virus”, whereas others 
such as China are intent on maintaining a zero 
COVID-19 strategy. Zero COVID-19 would mean 
localised lockdowns as outbreaks emerge, tighter 
restrictions on regional travel, and a greater 
likelihood of port shutdowns. 

The global economic backdrop is different now 
than in previous waves of the virus. Supply 
chains are already stretched, and a virus-related 

surge in goods spending, or port closures would 
exacerbate existing supply stresses and add 
upward pressure to goods inflation. How does 
the prospect of further pandemic disruptions 
feed into the inflation picture? Social distancing 
has seen consumer spending being funnelled 
into goods, rather than services, and as a result, 
has over-stretched supply chains. Goods inflation 
is running far ahead of inflation for services. 
Further pandemic delays and stoppages would 
likely translate into higher goods inflation. 

All of this will complicate the policy response, 
and the threat of a new, more serious, variant 
of the virus may be reason enough for central 
banks to postpone plans to raise interest rates 
until the outlook becomes clearer. 

Markets responded with alarm to the news 
about Omicron, with many markets experiencing 
their largest one day falls since the beginning 
of the year. Nervousness was also reflected in 
bond prices, where according to Factset, 10-
year US Treasuries fell from 1.55% to 1.44%, 
and Australian 10-year bonds fell from 2.08% 
to 1.70%.  

As we near the end of the calendar year, 
it is appropriate to consider prospects for 
2022. Much will depend on the course of the 
pandemic, and whether Omicron represents a 
significant challenge or not. The global economic 
recovery will continue at a slower pace, as 
supply constraints act as a drag on growth. We 
are particularly concerned about China, as its 
property sector continues to weaken under the 
pressure of excessive debt. Slower growth in 
China will impact Australia’s commodity exports. 

The outlook for growth assets is somewhat less 
bright than it was a few months ago, and there 
now appears limited room for global growth to 
surprise on the upside. Valuations in many areas 
(technology stocks, residential property, electric 
vehicle-related sectors) seem stretched, and 
rising bond yields are expected to be a headwind 
going forward. Rising bond yields may provide 
some opportunities in the financial sector, but 
energy and materials stocks could struggle if 
commodity prices weaken.

Equity Assets 

We added to: 

Macquarie Group Limited (MQG) by participating 
in a recent placement.  

We reduced: 

•	 Westpac Banking Corporation (WBC) with 
the view of exiting as we have decided to 
lower the Fund’s exposure to traditional 
banking.  

The takeover of Spark Infrastructure (SKI) by 
KKR and the Ontario Teachers’ Pension Fund 
has received overwhelming shareholder support 
and was subsequently approved by the Foreign 
Investment Review Board (FIRB). SKI declared a 
fully franked $0.12 dividend prior to the scheme 
being implemented, which is scheduled for 22 
December 2021. The takeover of AST by Multiplex 
Brookfield has also been approved by the FIRB; 
we await further updates on the scheme.  

We continue to be vigilant of market volatility 
while focusing on certainty of income from 
quality securities. We anticipate that until the 
economic picture becomes clearer, volatility will 
be the norm in financial markets.  

All statistics referenced are sourced from the named Company’s 
ASX announcements or share prices unless otherwise stated.

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

	2021.11 NOV CAIF.pdf
	2021 Xmas Msg.pdf
	2021.11 NOV CAIF

