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In October, financial markets faced significant

challenges, as rising bond yields had a negative

impact on both stocks and bonds.



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

Net Portfolio Return (Wholesale)** -1.4% -3.8% -3.4% 1.2% 3.8% 3.8% 4.83%

Income - - - 4.1% 3.5% 3.5% 3.5%

Capital Growth - - - -2.8% 0.2% 0.3% 1.2%

Volatility - - - 4.3% 5.0% 5.5% 4.8%

Benchmark 0.6% 1.8% 3.6% 6.9% 4.6% 4.3% 4.5%

Security Weighting (%)

BHP Group Limited 3.3

Telstra Group Limited 2.4

Wesfarmers Limited 2.2

Coles Group Limited 2.1

Spark New Zealand Limited 2.0

BONDS &
FLOATING

RATE NOTES
41.2%

OTHER
EQUITIES
27.4%

UTILITIES &
INFRASTRUCTURE
2.4%

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.

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
10.4%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
10.4%

About your Australian
Income Fund

PREFERENCE SHARES 
INCLUDING CAPITAL NOTES 
8.2%

Hugo De Vries
Investment Analyst

Spiro Courtis
Senior Analyst

Income Strategies

Vincent Chin
Portfolio Manager

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.

The Fund is designed for investors who:

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
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In October, financial markets faced
significant challenges, as rising bond yields
had a negative impact on both stocks and
bonds.

The ASX 200 Accumulation Index fell by –
3.80%, with the Technology and Health
sectors bearing the worst of the losses, and
gold stocks surging. In the US, major
indexes were lower across the board, with
the S&P 500 down by –2.20%, the Dow
Jones by –1.36%, and the Nasdaq by –
3.43%. European markets were likewise
weaker: Germany’s DAX was off –3.75%, the
French CAC down –3.50%, and the British
FTSE down –3.76%. Japan’s Nikkei 225 was
weaker by –3.13% over the month. 

After trading down as low as USD 0.6275,
the AUD ended October off its lows at
around USD 0.6375. Gold and oil were both
higher in October.  

US and global bond yields rose as markets
absorbed the message from Central Banks
that official rate settings were likely to stay
higher for longer. US 10-year bonds rose
from just under 4.70% at the start of
October to nudge 5.00% before retreating
by month end. Australian 10-year bond
yields were likewise higher, rising from
4.35% to peak around the 5% level.

Current market dynamics

There are two major risks that the market is
grappling with at present. The first is rising
bond yields, which were in evidence across
October, with US 10-year Treasuries at their
highest level since 2007. The question is
whether we are moving into a higher-for-
longer regime or whether higher bond
yields retreat as inflation slowly reduces.
The move-up in rates is driven by investors
demanding higher returns for longer-term
risks. Investors should consider the
possibility that higher yields could be a
medium-term story and understand what
that could mean for a highly indebted
economy. 

The second major risk is rising geopolitical
tensions, exacerbated by the conflict in the
Middle East. If the war between Israel and
Hamas remains contained, markets will feel
relieved. But if it spirals out of control to
include other regional players, and draws
in Iran and the US, then market risk will
spike, and uncertainties will force markets
lower. War in the Middle East has an
outsized influence on global energy costs,
especially natural gas and oil. If those
prices rise sharply, the global economy
(and markets) will suffer as a consequence. 

Back to Australia

Current market commentary is that
Australian rates are too low relative to local
underlying inflation and US rates meaning
there is a strong likelihood of further rate
hikes. The International Monetary Fund
(IMF) has urged the Reserve Bank to lift
interest rates further and cut or delay some
of the state and federal government’s $150
billion worth of infrastructure projects. As a
result, the federal government is reviewing
its major projects with decisions likely to be
announced in next month’s mid-year
budget update. 
 
The IMF is forecasting that Australian
economic growth will ease from 1.8% this
year to just 1.2% in 2024. Economic growth
at that rate, given Australia’s strong
population growth, would suggest a per
capita recession. 

Outlook

Recent declines of over 10% in various
equity markets have increased the
attractiveness of equities in the short term.
The prevailing uncertainty in the outlook
and resulting market decline means that
buying opportunities are emerging,
particularly for companies at the “high
quality” end of the spectrum.  The US
equity market appears reasonably valued if
one excludes some of the mega-cap tech
companies from the valuation calculation,
and smaller companies are cheaper still.  

Market Commentary 

Portfolio Commentary 

The portfolio returned -1.4% in October
2023 mainly due to the sell off of equity
market both here and globally. We believe
the sell off is a consequence of the conflict
unfolding in the Middle East. An outdrawn
conflict would likely see the oil price spike
which would exacurbate already high
inflation caused by the pandemic and then
the war in Ukraine. 

The ASX200 index entered correction
territory by month-end, falling nearly 10%
from its February 2023 high. Interestingly,
both the S&P 500 and the MSCI World
indices have fallen by more than 10% since
their July 2023 highs, officially entering
correction territory. Throughout the month,
mirroring global bonds, the Australian 10-
year bond yield continued its upward trend.
This saw interest-sensitive stocks, including
real estate investment trusts (REIT) sector,
experiencing greater declines.

As highlighted in the September 2023
report, we remain caution around REITs in
the near term. We note, however, we
maintain a positive outlook for selected
REIT sub-sectors on a 3 to 5-year time
horizon.

The RBA maintained the cash rate at 4.10%
in October 2023 and raised in early
November to 4.35% on the back of a higher
than expected inflation print.

In the near term, geopolitical tensions in
the Middle East and the ongoing war in
Ukraine are likely to influence markets to
some degree. As a consequence investment
markets will remain volatile. Our overall
strategy involves rebalancing and taking
profits on stocks that have experienced
price gains and reallocating or adding to
attractively priced quality stocks exhibiting
positive longer-term trends and
sustainable income characteristics over a
3–5 year period. 

Our focus will be on adjusting exposures
towards crucial asset classes such as
Utilities and Infrastructure, along with
quality stocks. This realignment aims to
enhance our ability to counter inflationary
pressures effectively while ensuring a
dependable income source for the
quarterly fund distribution.



Distributions*

*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-Sep-23 0.903

30-Jun-23 1.555

31-Mar-23 1.116

31-Dec-22 1.0735

BUY Fixed Income Assets

Nufarm Notes (NFNG) Top up on price weakness. 

Equity Assets

Medibank Private Limited (MPL)

MPL provides private health insurance and health services in Australia. The company
operates in two segments, Health Insurance and Medibank Health. MPL also offers
health insurance products to overseas visitors and overseas students, health
management and in-home care services, as well as a range of telehealth services to
government and corporate customers; and distributes travel, life, and pet insurance
products. 

 We believe MPL is leveraged to benefit from strong growth themes including: an
ageing population, return of overseas students and lastly, humanising pets. These
trends will provide sustainable growth in their businesses to support a sustainable
dividend. 

APA Group (APA), Commonwealth Bank (CBA), CSL
Limited (CSL), Duxton Water (D2O), Infratil Limited
(IFT). 

Top up on price weakness. 

SELL Fixed Income Assets
ANZ Capital Notes 6 (AN3PI), CommBank PERLS XII
Capital Notes (CBAPI), Macquarie Bank Capital Notes
3 (MBLPD) and NAB Capital Notes 6 (NABPI). 

Taking some profit on these holdings. For CBAPI, we intend to exit overtime with
proceeds to be allocated to CBA shares. 

Portfolio Activity
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Equity Assets
BHP Group Ltd (BHP), Northern Star Resources (NST)
and Spark New Zealand Ltd (SPK), Worley Limited
(WOR).

Took some profit on these as they continue to move higher, stretching their current
valuations. 

Centuria Diversified Property Trust (direct) and
Dexus Industria REIT (DXI).

We reduced our allocation to these holdings slightly to reduce the exposure to REITs.
We have been reducing the Centuria Diversified Property Trust allocation over the
past 12-18 months.   

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. You can access the Fund’s Target Market Determination here.

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

