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The key drivers of the strong month were further

indications that central banks may begin to slow the

pace of rate rises...






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

Net Portfolio Return (Wholesale)** 2.2% 1.6% 0.1% -0.3% 3.6% 4.2% 5.6%

Income - - - 3.8% 3.0% 3.4% 3.4%

Capital Growth - - - -4.0% 0.5% 0.7% 2.0%

Volatility - - - 6.8% 6.5% 5.4% 4.9%

UTILITIES &
INFRASTRUCTURE
4.3%

Security Weighting (%)

BHP Group Limited 3.7

Telstra Group Limited 2.3

National Australia Bank 2.0

Spark New Zealand 2.0

Coles Group Limited 2.0

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.

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

CASH
8.1%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
14.6%

BONDS &
FLOATING

RATE NOTES
35.7%
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Senior Analyst

Dealer & Analyst

Portfolio Manager

OTHER
EQUITIES

22.1%

PREFERENCE SHARES 
INCLUDING CAPITAL 
NOTES 
15.2%
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Market Commentary This support allowed the Materials sector
to lead the ASX higher in November as
China exposed iron ore players Rio Tinto
(RIO) and BHP Limited (BHP) both
increased over 20%. In further support of
the resources sector tempering US rate
expectations saw the US dollar sell off, with
the Australian dollar up 6% versus the
worlds reserve currency. This supported
gold names with the sector up in line with
the broader resource sector. Moreover,
lower forecast bond yields saw the REIT
and Utility sector continue their march
higher.

Looking forward we remain constructive on
markets and see tempering interest rate
expectations supporting further gains
through increased certainty. Factors that
would cause us to rethink our positive
thesis would be the combination of
inflationary risks as China re-opens, and a
greater than expected downturn in
company earnings. The market price to
earnings (PE) did touch a 5-year, two
standard deviation low of 13 times and
bounced strongly to a current 1-year
forward valuation of 15 times earnings.

Given the strong bounce off the lows we are
of the view that the “Santa” rally did come
a bit early this year, however we are
increasingly positive on the number of
opportunities emerging for active
managers like Clime to drive strong returns
over the next 12 months given the reset of
valuations over the last year.

The portfolio returned 2.2% in November
2022. After hitting 4.20% in late October
2022, the Australian 10-year bond yield
came back to 3.58% in November, possibly
an early indication that inflationary forces
are easing. This rally in Australian bonds
has resulted in income sensitive stocks
such as the real estate investment trust
(REIT) sector recovering, providing a
tailwind for the fund. The investors’ view
that China will be easing COVID-19
restrictions, the equity market in Australia,
led by metals and mining, rallied strongly
with the ASX200 Accumulation index up
about 6.6% following the strong return in
October 2022.     

We note that 10-year minus 2-year US
treasury yield spread is negative implying
future economic downturn. The inversion
of the yield curve has also extended to the
3-months and 10-year yields. Historically,
there is a 100% correlation between the 3-
month and 10-year inversion and a US
recession. Time will tell whether this
continues to hold true particularly since the
US Federal Reserve is still not finished with
its rate hike cycle. We believe it is unlikely
that the US can avoid a recession. Europe
and the UK are in the similar situation
where recessions seems unavoidable.
 

Reflecting on local markets, we are
confident that the Australian economy may
avert a recession. This is because the RBA
has already pivoted and likely pause
interest rate hike by early next year. Thus, it
is likely the Australia yield curve will remain
normal, although it is flattening, suggesting
a slowing but not a recession. That said, it
is unclear if US recession is priced in the US
equities market. Given the strong historical
correlation between the US and Australia
markets, there is a need to exercise caution
over the next few quarters. 
 
We continued with the rebalancing and
consolidating in the fixed income
component of the portfolio, taking
advantage of the movement in bond yields.
Our strategy is to lengthen the credit
duration for yield pickup while focusing
more on floating rate notes (FRNs) to
mitigate the portfolios sensitivity to
interest rate movements. 
 
We will take advantage of increased market
volatility to accumulate quality securities,
making use of market or price weakness.
The characteristics we seek include
excellent management, strong balance
sheet, long term sustainable and defensive
business with a good track record of
consistent income / dividend. 

Housing finance dropping 8.2% in
September
Domestic CPI decelerated to 6.9% from
7.3% the previous month – in line with
the US experience.

Global markets extended the October rally
in November with Europe leading global
equity indices, paced by the DAX up +8.6%
and Euro Stoxx +9.6%. Australian equity
investors also benefited with the ASX200
increasing 6.1% leading the S&P500 which
gained +5.4%. These stellar returns were
dwarfed by the Hang Seng index which was
up +26.6%. Bond prices sold off again with
US 10-year yields now at 3.60% after
peaking above 4%. 

The key drivers of the strong month were
further indications that central banks may
begin to slow the pace of rate rises along
with indications of a shift in China domestic
policy, primarily an easing of the COVID-
zero policy and property market stimulus.
Despite commentary from the US Federal
Reserve (Fed) Chair Jerome Powell that the
central bank, “still had a way to go”,
markets took the lead from a weaker than
expected inflation print in the US as well as
recent lower than expected rate rises in the
UK and Australia. In the US, core inflation
slowed more than expected with October
CPI coming in below expectations at 7.7%,
declining from 8.2% in September.

Global markets have been looking for a
‘pivot’ in central bank policy. In prior
periods where a pivot has been
characterised by a move to cut rates,
however, given investor concerns largely on
the Fed’s pace of rate rises, todays pivot is
marked by a reduction in the expected pace
of increases. This easing has seen markets
breathe a sigh of relief and with fund
manager positioning remaining bearish it
did not take much for markets to rally.

Locally, the RBA again delivered a 0.25%
rise, however weakening data including:

Conversely, labour data continues to
illustrate strength with wage growth finally
accelerating, increasing by 1% in the
September quarter with unemployment
now at 3.4%. 

The outlook for Australia remains robust,
which underpins our ongoing confidence
that the ASX can continue to deliver returns
ahead of its global counterparts. The dual
positive news out of China of central
government support for the property sector
and early indications of an easing in COVID
policy should provide further support for
Australia’s terms of trade as we see
commodity prices supported. 

Portfolio Commentary 
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Distributions*

BUY Fixed Income Assets

Bank of Queensland (BOQ) July 2026 Tier 2 Top up for yield pick up.

MyState July 2025 Tier 2 Attractive running yield.

National Australia Bank (NAB) November 2026 Tier
2 Top up for yield pick up.

Wesfarmers Limited Sustainable June 2028 FRN A sustainable bond from a strong household name trading as an attractive yield.  

Equity Assets
ALS Ltd (ASX: ALS), Iress Ltd (ASX: IRE) and Sonic
Healthcare Limited (ASX: SHL) Top up in quality names on price weakness.

IGO Ltd (ASX: IGO)
IGO is also one of the most highly ESG rated green metals miners providing exposure
to battery cathode materials and Lithium.

SELL Fixed Income Assets
Westpac Banking Corporation (WBC) August 2024
Tier 2

Position exited with proceeds directed to purchasing the longer dated NAB Tier 2
paper.

Challenger Tier 2 FRN Called by the issuer. Proceeds directed to purchasing the MyState July 2025 Tier 2 and
topping up the BOQ July 2026 Tier 2 notes.  
Equity Assets

Graincorp Ltd (ASX: GNS) Position reduced as we have more conviction in other positions with a view to exit
GNS over time. 

*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 September 2022 0.7643

30 June 2022 2.1208

31 March 2022 1.1113

31 December 2021 0.4431

Portfolio Activity

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 
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