—
N
(@)
(@\
S
Q
@)
=
Q
+
(@8
Q
(V)

- L
, o, e

B v > - __-_-.
 We believe the environment is still relatively positive for

"% *, equities and credit in general, and material corrections in
i . - T W

Your Australian
Income Fund

i\

I

C clime

7|




3

Your Australian Income Fund | September 2021

your Australian
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Fund Facts

The Clime Australian Income Fund (“Fund”) is a multi-
asset class portfolio thatinvestsin high-qualityincome
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.

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.

Top 5 Stock Holdings

CASH
Security Weight

Spark Infrastructure (SKI)

Telstra Corporation Limited (TLS)
AusNet Services Limited (AST)
Growthpoint Properties Australia (GOZ)

Rural Funds Group (RFF)

Performance
1 month

Net Portfolio Return (Wholesale)** -0.2%
Income

Capital Growth

Volatility

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.

« areseeking 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.

Portfolio Sectors

Vincent Chin
Portfolio Manager
Income Strategies

% 4§

Spiro Courtis
Senior Analyst
Fixed Income Strategies

Hugo De Vries
Dealer & Analyst

8.4% °

2.3% REAL ESTATE INVESTMENT

TRUST (REIT) EQUITIES

145%

2.3%

PREFERENCE SHARES
&TIER 1 CAPITAL
NOTES

2.2% 12.7%

OTHER

1.9% EQUITIES

15.7%
INFRASTRUCTURE

1.9% & UTILITY EQUITIES

8.0%

3 months 6 months 1year 3years p.a.

2.9% 7.2% 13.9% 6.3%

2.7% 3.2%
10.9% 3.0%

3.45% 5.49%

5years p.a.

6.4%

3.5%

2.7%

4.55%

BONDS &
FLOATING
RATE NOTES
40.8%

Since
Inception
p.a*

6.7%

3.5%

3.1%

4.51%

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.
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Distributions

Wholesale Units
(Cents for units)

Period Ending

30 September 2021 0.5921
1.5544 +
30 June 2021 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.

Market Commentary

During their September meeting, US Federal
Reserve (Fed) officials indicated that they expect
to soon slow the asset purchases they have been
using to support the economy and predicted they
might raise interest rates next year. This sent a
clear signal to markets that policymakers are
preparing to curtail emergency monetary help
as the business environment snaps back from
the pandemic shock.

Policymakers could announce a slowdown to
their monthly government-backed securities
purchases (quantitative easing or QE) as soon
as November, and the program may come to a
complete end by the middle of next year. The RBA
and other central banks are likely to follow suit.

Inflation has moved sharply higher in recent
months, elevated by supply-chain disruptions
and other consequences of the pandemic. Fed
officials expected inflation to average 4.2% in
the final quarter of 2021 before falling to 2.2%
in 2022.

After touching a low of 1.05% in late August,
Australian 10-year bond yields commenced their
upward trend to close the quarter at 1.49%. This
increase is a sharp move which contributed
to the fall in equity prices of -1.9% (following
strongralliesin July and August of 1.1% and 2.5%
respectively). Over the September quarter, the
ASX200 accumulation index rose 1.7%.

Historically, the months of September and
October are volatile. Whilst FY21 results have
been generally positive, we are cautious. Factors
unsettling markets include concerns around
tapering of QE, the Evergrande property debacle,
the US debt ceiling negotiations, and ongoing
COVID-19 Delta variant outbreaks.
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Market risks are increasing due to:
« Inflationary pressures;
«  Deltaor potential new variants of COVID-19;

+  Theconsequences of “living with COVID-19”
are yet to be quantified; and

«  Zero case policies mean when shut downs
occur bottlenecksin the global supply chain
network are expected.

Given this backdrop, we expect volatility in
equity markets are likely to increase and long
bond prices to fall as inflation fears become
more significant. Despite this, we believe the
environment is still relatively positive for equities
and REITs in general, and material corrections
in the market should be regarded as buying
opportunities.

Portfolio Commentary

The fund returned 2.9% (after fees) for the
quarter and was aided by the pending takeovers
of two regulated utilities, AusNet Services (AST)
and Spark infrastructure (SKIl), both of which
have been core stocks in the fund. The defensive
tilt since early July 2021, as noted in the June
quarterly report, also assisted the performance.
A key detractor includes the intended takeover
of Iress Limited (IRE) by EQT which did not
eventuate, leading the IRE share price to fall more
than 20%. Over the 12 months to 30 September
2021, the fund returned 13.9% (after fees) with
an annualised volatility of 3.5%.

Atthe asset allocation level, the Fund continued
its investment strategy of maintaining low cash
levelsin the range of 5% to 10%. By quarterend,
we increased the cash allocation to over 8%.

Fixed Income Assets
We participated in the following issuances:

«  CBAsubordinated tier 2 floating rate note
(FRN);

. Australian Central Credit Union

subordinated tier 2 FRN;
«  CBAb5.25% p.ayear green bond;

+  ANZCapital Notes 6 (ANZPI) at 3.00% over
the 90 Day bank bill swap rate (BBSW90);

. CBA PERLS XIII Capital Notes (CBAPJ) at
2.75% over the BBSW90;

«  Macquarie Bank Limited Capital Notes 4
(MBLPD) at 2.90% over the BBSW90; and

+  We also topped up an existing Macquarie
Bank Senior debt holding.

info@clime.com.au

We exited:

. Newcastle Permanent Senior Bond for some
yield pickup; and

. CBA PERLS VIl Capital Notes (CBAPD).

Equity Assets

We introduced GrainCorp Limited (GNC) and
incrementally added to BHP to benefit from
its high 2H21 fully franked dividend. BHP’s
announcement that they are selling their oil
and gas division to Woodside Petroleum (WPL)
was welcomed given our ESG aware philosophy.

In late September, APN Industrial REIT (ADI)
came to the market to raise funding via an
entitlement offer and placement after they
acquired aninterestin a portfolio of 51 industrial
properties. Asizable investment for ADI, which we
are supportive of and took up the entitlements
within the fund.

We reduced the following positions following a
rise post their results announcements:

«  ArenaREIT (ARF);

. Charter Hall Social Infrastructure Trust

(CQE);
«  APN Industrial REIT (ADI); and
. Macquarie Group Limited (MQG).
We exited:
«  Amcor plc (AMC); and

+  Australian Unity Healthcare REIT, following
a takeover offer from Canadian Northwest
at $2.70. This was a lucrative investment,
generating a more than 55% capital return
in less than 4 years.

(11

We believe the
environment is still
relatively positive for
equities and REITs.

Invest in people, who invest in you.

Client Services 1300 788 568 clime.com.au

The information contained in this document is published by the Clime Asset Management Pty Limited ABN 72 098420 770, AFSL 221146. The information contained herein is not intended to be advice and does not take into account
Yyour personal circumstances, financialsituation and objectives. We encourage you to obtain advice fromyour 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.




