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Global share markets closed out the month of 
October with reasonable gains, following a shaky 

September that saw major indices pull back.
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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) 2.2%

Dexus Industria REIT (ADI) 2.2%

AusNet Services Limited (AST) 2.1%

Rural Farm Group (RFF) 2.0%

Top 5 Stock Holdings Portfolio Sectors

CASH 
7.9%

PREFERENCE SHARES 
& TIER 1 CAPITAL 
NOTES 
12.2%

BONDS & 
FLOATING 

RATE NOTES 
40.1%

OTHER 
EQUITIES 
17.0%

INFRASTRUCTURE 
& UTILITY EQUITIES 
7.7%

REAL ESTATE INVESTMENT 
TRUST (REIT) EQUITIES 
15.2%

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% 1.7% 5.6% 13.0% 6.8% 6.5% 6.6%

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

Capital Growth - - - 10.0% 3.5% 2.8% 3.0%

Volatility - - - 3.4% 5.5% 4.6% 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 ASX200 Accumulation index suffered a 
slight negative return of -0.1% in October 2021 
following a more material loss in September of 
-1.9%. The Fund had a negative return of -0.2%, 
attributed to the repricing of several longer dated 
fixed rate senior corporate bonds held within 
the portfolio. Australian bond yields increased 
across the curve. The 3y bond yield increased by 
a whopping 90bp after the RBA chose not to buy 
the April 2024 bond and defend its ‘Yield Curve 
Control’ programmes. The 10y bond increased 
to 2.09% (on top of the 32bp rise in September). 
These are very large moves resulting in capital 
loss of the order of 3-6% (depending on tenure) 
over the month. 

Market Commentary

Global share markets closed out the month of 
October with reasonable gains, following a shaky 
September that saw major indices pull back. 
Investor concerns about the pandemic, inflation, 
supply-chain difficulties, and the direction of 
fiscal and monetary policy, were seemingly 
brushed aside on the strength of corporate 
earnings, re-openings, and robust consumer 
demand. 

During the first 3 weeks of October, investors 
appeared to relax their view that logistical 
problems relating to post-pandemic re-openings 
were likely to be largely transitory. The global 
economy has been operating in a low inflation 
environment for the last decade or more, with 
central banks undershooting inflation targets.  

But in the final week of October, the mood shifted 
markedly amidst signs that an inflation break-out 
could mean that monetary largesse would soon 
be withdrawn. This was reflected in long bond 
prices, where both the US 10-year Treasuries rose 
1.70%, before falling back to end the month at 
1.55%, and Australian 10-year bonds surged to 
2.09%. This spike in yields was also reflected at 
the shorter end of the yield curve, as Australian 
money markets begin to doubt the Reserve Bank 
of Australia’s (RBA) yield curve control program, 
and its assurances that cash rates were likely on 
hold until 2024. 

Looking ahead, amongst the most important 
factors to monitor will be the trend in labour 
markets and wages growth. The employment 
situation in many developed economies has 
been impacted by labour shortages and low 
participation rates, particularly in the US, 
where the pandemic experience has dented the 
willingness to return to work, driving up wages 
and constraining activity.  

The implications for investment markets are 
stark. The current bout of inflation could be 
part of a general structural change in global 
macroeconomic settings. While the US Federal 
Reserve, the RBA and other central banks may 
look through some of the rise in underlying 
inflation, for now, price pressures are building, 
and rate hikes are getting closer.  

While we are of the view that inflation is not about 
to become too disorderly, inflation will probably 
be higher over the next few years compared to 
the pre-pandemic environment. Most central 
banks are likely to start lifting interest rates in late 
2022 or early 2023, and global bond yields will 
probably continue to rise. Given the low starting 
point for bond yields, share markets and yields 
can still rise together for now, especially while 
the global economy re-opens and corporate 
profit growth remains strong. 

It should be noted that moderately higher 
inflation is not always problematic, nor always 
the death knell for bull markets. Moderate 
inflation will help reduce the very high public 
debt burdens rather than governments reducing 
spending or increasing taxes. Inflation only 
becomes a far more serious problem if central 
banks believe it is becoming so persistent that 
they are forced to implement sharp monetary 
contraction policies and raise rates much higher 
than is anticipated.  

At their November meeting, the RBA left interest 
rates unchanged at a record low of 0.10%. There 
were no changes made to its bond buying 
programmes (quantitative easing) of $4B per 
week until at least February 2022. The RBA has, 
however, removed the 0.1% yield curve control 
for the April 2024 bond. We remain vigilant of 
market volatility while focusing on sustainable 
income from quality securities. We anticipate 
that until the economic picture becomes clearer, 
volatility will be the norm in financial markets.

Fixed Income Assets 

We participated in the following issuance:  

•	 Australian Unity’s Mutual Capital Instrument 
(AYUPA) that was issued in early November. 
AYUPA will yield 4.85% p.a. (fully franked), 
equivalent to approximately 6.94% p.a., 
paid semi-annually. 

We reduced: 

•	 Clime Capital Convertible Notes (CAMG) as 
the maturity approaches. 

Equity Assets 

We added to: 

•	 BHP Limited (BHP) 

We took profits on the following holding for both 
valuation and risk management reasons: 

•	 Arena REIT (ARF) 

•	 AusNet Services Limited (AST) 

The takeover of Spark Infrastructure (SKI) by 
KKR and the Ontario Teachers’ Pension Fund is 
nearing completion as approval of the meeting 
for the Scheme of Arrangement has been 
completed. 

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/

