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Fund Facts Investor Suitability

The Clime Australian Income Fund (“Fund”) is a multi- asset class  The Fund is designed for investors who:
portfolio that invests in high-quality income generating assets. The e Seek regular income above the RBA cash rate in

Fund provides exposure to higher yielding securities in both listed the form of consistent quarterly cash

and over the counter markets. The Fund aims to achieve a total distributions.

return of 3% p.a. (after fees) over the Reserve Bank of Australia cash e Are seeking reduced volatility. Po‘::?:l?::;::;er
rate, whilst maintaining relative price stability. This fund is e Have a minimum investment timeframe of 3 Income Strategies
available to retail and wholesale investors. years.

Fund Benefits Risk Management

The Fund provides exposure to a diversified portfolio across We aim to identify and manage risk as far as is
multi-asset income securities, including access to investments practicable at both the individual investment and the

across the entire capital structure of a company. The investment  Fund level. Risk management is conducted principally

approach employed leads to lower overall portfolio risk when by careful portfolio construction. Hugo De Vries
. Investment Analyst
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 Holdings Portfolio Sectors

Security Weighting (%) OTHER

EQUITIES

BHP Group Ltd 3.5% B

REAL ESTATE

Wesfarmers Limited 2.2% INVESTMENT TRUST
(REIT) EQUITIES
11.2%

BONDS &
Telstra Group Ltd 2.2% FLOATING

UTILITIES & RATE NOTES
INFRASTRUCTURE 39.3%

Coles Group Ltd 2.2% 6.4%

PREFERENCE SHARES

. - INCLUDING CAPITAL NOTES
Macquarie Group Limited 1.9% 10.2%

Performance
1month 3 months 6 months 1year 3yearsp.a.* 5yearsp.a.* Sinceinceptionp.a.*

Net Portfolio Return (Wholesale)** -0.2% 2.9% 2.4% 3.3% 4.4% 4.3% 5.29%

Income 4.2% 3.8% 3.5% 3.5%

Capital Growth -0.9% 0.5% 0.7% 1.7%

Volatility 4.6% 5.1% 5.6% 4.8%

Benchmark 0.6% 1.8% 3.7% 7.3% 5.1% 4.5% 4.6%

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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Market Commentary

Markets have consolidated four months of
gains since November last year ending
February higher. Good performance in asset
markets was driven by robust economic
growth in the US, stable bond markets,
declining inflation and strong leadership
from US mega-cap technology stocks.

Central banks continue to hold interest
rates at high levels. Apart from some
“sticky” inflation data, the need for rate
cuts does not yet appear compelling as
developed economies seem to be coping
with rates where they are. The last thing
central banks want to do is cut rates too
early and spur a reignition of inflationary
pressures.

Over February, the ASX 200 Accumulation
Index rose by 0.23%, less than most other
developed markets. During the month,
technology and discretionary retail stocks
performed very well, while energy and
materials fell. In the US, major indexes were
higher across the board, with the S&P 500
up by 5.17%, the Dow Jones by 2.22%, and
the Nasdaq by 4.75%. European markets
also rose: Germany’s DAX was up 4.58%, the
French CAC up 3.54%, whilst Britain’s FTSE
was flat for the month.

Japan’s Nikkei 225 was likewise firmer by
7.99% over the month, bringing its calendar
year to date rise to an impressive 14%.
Indeed, Japan’s stock market hit a new
record high after a very lengthy 34 years,
finally passing the previous record set in
December 1989. Chinese markets bounced
some 8% off a very low base, with investors
remaining concerned about the crisis in its
real estate sector and disappointment with
its economic recovery post the pandemic.
As expected, China has set a new economic
growth target of 5% for the year ahead.

US and global bond yields ended the month
higher, and prices lower, with inflation data
disappointing investors. Central banks are
indicating that official rates are likely to
stay higher for longer and that they will not
be rushing to cut rates in the next few
months. US 10-year Treasury yields rose
from 4.08% to 4.25%. In Australia,
government bonds mirrored Treasuries,
with 10-year yields rising to 4.15%. The AUD
was largely unchanged over the month and
remains weaker than we think it ought to
be. Crude oil rose on increased tensions in
the Middle East, and gold was a touch
firmer.

As noted previously, central banks have
likely reached the end of their hiking cycles.
That has shifted attention to the timing and
pace of eventual rate cuts. Typically, central
banks are loathe to cut rates too early,
instead easing only after recessionary
conditions - such as an increase in
unemployment - become apparent.
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But this business cycle is highly unusual,
and even unprecedented due to the
pandemic, with historical precedents
providing limited insights. We still expect
central banks to start cutting in the second
half of the year, and for the Reserve Bank of
Australia (RBA) to wait until after the US
Federal Reserve (Fed) has initiated cuts, as
it will not want to place undue pressure on
the AUD.

We remain optimistic that inflation will
continue to decline, and that the elusive
“soft landing” for the global economy is
probable. 2024 is likely to see positive
returns helped by falling rates in the latter
half of the year, with a low risk of recession.

The Australian economy is supported by
strong immigration, rebounding tourism
and construction spending. On the other
hand, retail sales, disposable household
income, consumer  sentiment and
residential building approval levels remain
weak. In all likelihood, these factors point
to a below-trend growth year for the
Australian economy.

While many share markets are hitting new
all-time highs and there is increasing
commentary  about markets  being
“exuberant”, our view is that excellent
buying opportunities on the ASX remain
available, particularly for companies at the
quality end of the spectrum and in the
small cap sector. We continue to be
optimistic about prospects for asset
markets in 2024.

Portfolio Commentary

The portfolio returned -0.2% in February
2024, compared with its benchmark (the
RBA cash rate + 3.00%) which returned
0.6%. The Australian 10-year bond yield
ended the month higher than it started
after touching an intermonth high of 4.28%.
Over the past 2-3 months, the changes in
the 10-year yield have been relatively small.
This may indicate that interest rates are
finally plateauing.

The RBA kept the cash rate at 4.35% during
the first meeting of 2024 under the new
format. With unemployment creeping up a
bit more than expected, we maintain that
rate hikes are now unlikely. However, the
RBA is likely to hold rates at current levels
at least until:

a) US Fed has made a move (cut); and

b) The RBA is confident the risk of inflation
has diminished locally.

Whilst this is the most likely scenario there
is a possibility, although rather unlikely,
that the RBA will cut rates before the Fed
does. This will depend short term
performance of our economy along with
Australia’s unemployment data.

The 1H24 reporting season ended generally
better than expected, with the companies
that reported in the first two weeks having
better outcomes than those who reported
in the third and fourth weeks of the month.
Real estate investment trusts (REITs)
showed poorer performance in comparison
to property developers within REITs and
infrastructure. The Fund's higher allocation
to REITs is evidend based on the monthly
performance figure for February.

We expect that the cash rate will stay at its
current level for an extended period, we
plan to keep a larger portion of our
investments in fixed income assets,
including cash. Simultaneously, our focus
will be on quality stocks with a value-
oriented approach. We believe these stocks
can effectively manage the risk of inflation
while ensuring a reliable income for the
quarterly fund distribution.
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Distributions*
31-Dec-23 1.1814
30-Sep-23 0.903
30-Jun-23 1.555
31-Mar-23 1.116

*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.

Portfolio Activity

:10)% Fixed Income Assets

Participated in a new offering from NAB of their Tier-2 debt which was priced at 195
basis points over the 90 day BBSW.

Participated in a new offering from Macquarie Bank of their Tier-2 debt, a which was
also priced at 195 basis points over the 90 day BBSW.

National Australian Bank Tier-2 FRN

Macquarie Bank Tier-2 FRN

Equity Assets
MGR aims to grow shareholder wealth by dividing their capital. 70% goes into safe,
sustainable investments for steady income, and 30% is used for active investments to
create growth. This strategy has made MGR consistently outperform its REITs
benchmark. The company prioritises sustainability and culture through a strong ESG
policy, earning high rankings across REITs and the ASX200. Recently, the business
Mirvac Group (MGR) embraced a build-to-rent (BTR) model, seen as a high-growth sub-sector within REITs
due to the high cost of living in Australia. MGR view is that the BTR sector will thrive
long-term as more people prefer renting in convenient areas with good job
opportunities. Leveraging their property development expertise, MGR sees BTR as a
way to fulfill social responsibility while generating sustainable income making MGR a
good fit for the portfolio.

Newmont Corporation CDI (NEM) Top up on price weakness.

SELL Fixed Income Assets

Took profit on this holding which has a 2025 call date with proceeds being allocated

Macquarie Bank Tier-2 FRN . . . .
9 to new equivalent Macquarie Bank Tier-2 issuance.

Equity Assets
Northern Star Resources Ltd (NST) Took profit on NST with proceeds being allocated to increasing the allocation to NEM.
Dexus Industria REIT (DXI) Exited DXI with proceeds being allocated to MGR addition.
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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. A Target Market Determination is a document which is required to be made available from 5 October
2021. It describes who this financial product is likely to be appropriate for (i.e. the target market), and any conditions around how the product can be distributed to investors. It also describes the events
or circumstances where the Target Market Determination for this financial product may need to be reviewed. 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

