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The first quarter of the calendar year has been extremely

positive for global share markets. Source: Factset 



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

Net Portfolio Return (Wholesale)** 1.7% 1.3% 5.8% 5.0% 4.4% 4.4% 5.44%

Income       4.1% 3.9% 3.6% 3.6%

Capital Growth       0.9% 0.4% 0.7% 1.8%

Volatility       4.6% 5.0% 5.6% 4.8%

Benchmark 0.6% 1.8% 3.7% 7.4% 5.2% 4.6% 4.7%

Security Weighting (%)

SBS Mortages Series 1 trust 4.4%

BHP Group Limited 3.0%

Wesfarmers Limited 2.3%

Coles Group Ltd 2.1%

Telstra Group Ltd 1.9%

BONDS &
FLOATING

RATE NOTES
37.8%

OTHER
EQUITIES
21.8%

UTILITIES &
INFRASTRUCTURE
6.1%

CASH
10.1%

REAL ESTATE
INVESTMENT TRUST
(REIT) EQUITIES
10.4%

PREFERENCE SHARES 
INCLUDING CAPITAL NOTES 
9.4%

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.

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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The Fund is designed for investors who:
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.

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

REALESTATE INVESTMENT
TRUST (REIT) CREDITS
4.4%



Market Commentary 

Portfolio Commentary 
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The first quarter of the calendar year has
been extremely positive for global share
markets. While many investors were
optimistic going into 2024, the market’s
robust first-quarter rally still managed to
surprise us, with numerous share market
indices ending the month at record all-time
highs. Source: Factset . 

With such an exuberant start to the year,
cautious investors would be right to query
whether strong returns can continue.
Bullish sentiment among fund managers in
March reached the highest level since the
beginning of 2022, according to a monthly
Bank of America survey. Their allocation to
stocks and risk appetite are also at multi-
year highs. Often such bullishness has
indicated in the past that markets are
becoming over-bought and complacent.

Nevertheless, a strong US economy
underpins investors’ confidence.
Consumers are still spending; employers
are still hiring, and unemployment is still
below 4%. Fed Chair Jerome Powell
believes inflation remains on a downward
trend, despite a recent spell of hotter-than-
expected price reports. Fed officials are still
pencilling in three rate cuts later this year.

Still, some investors wonder if the
underlying strength of corporate profits can
keep pace with investor optimism. Analysts
expect companies in the S&P 500 to report a
third straight quarter of earnings growth.
Profits for the first quarter are projected to
have risen roughly 3% from the same period
a year earlier, according to FactSet. For the
calendar year, analysts on average expect
11% earnings growth.

Of course, the momentum in markets and a
strong underlying economy could carry the
S&P 500 higher for the rest of the year. But
prudent investors should not be
complacent, as risks remain:
- inflation might prove stickier-than-
expected further delaying rate cuts
- the economy could slow, producing
weaker-than-expected corporate earnings.

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. But this
business cycle is highly unusual due to the
pandemic, and so historical precedents
provide limited insights. We still expect
central banks to start cutting in the second
half of the year, and for the RBA to wait until
after the Fed has initiated cuts, as it will not
want to place undue pressure on the AUD. 

Outlook
On balance, we remain optimistic that
inflation will continue to decline, that a soft
landing for the global economy is the most
probable scenario, and that 2024 is likely to
see positive share market returns helped by
falling rates in the latter half.

With share markets hitting new all-time
highs and increasing “animal spirits”
amongst investors, it is time to be selective
in constructing resilient and diversified
portfolios. In our view, there are still
excellent investment opportunities on the
ASX, particularly for companies at the
quality end of the spectrum and in the
small cap sector.

In the first quarter of 2024, the Fund
returned 1.7%, slightly lower than its
benchmark. During this period, the 10-year
bond yield remained stable at around 4%
after having peaked at 4.3% in mid-
February 2024, while Australian equities,
represented by the ASX200 Accumulation
Index, rose by over 5%, partly due to a
positive reporting season in February.

In our December 2023 quarter end report,
we identified several long-term challenges.
We use such insights to guide our
investment decisions, whilst focusing on
portfolio construction, risk management,
and seeking new investment opportunities.
We recognise that the world is going
through a transitory period whereby shifts
in interest rates, climate risks,
technological advancements, and
geopolitical changes are at the forefront of
most people’s minds. Given this we are
ensuring we remain adaptive and continue
to focus on identifying investments within
sectors providing sustainable income
generation. At the recent AFR Business
Summit 2024, experts highlighted the end
of a 'Goldilocks Era[1]'. With an aging
population and wealth concentrated
among baby boomers, there is a growing
emphasis on sustainable income coupled
with moderate growth.

[1] Goldilocks Era refers to the pre-Covid
period of stable economic growth. During
which growth was gradual enough that
inflation remained low.

The US inflation rate has been hovering
around the 3% mark, posing a key
challenge for the central banks aiming for
2%. While the Fed initially indicated
multiple rate cuts, the timing and
magnitude has been adjusted, reflecting
uncertainties in the economic outlook.

The World Meteorological Organization
reported that 2023 broke multiple climate
records, indicating increasing climate risks. 

However, there's also momentum in global
efforts to mitigate climate change, with
China leading the way by installing a
substantial amount of solar power capacity
in 2023. This highlights a shift towards
renewable energy sources.

For context, China's solar installations in
2023 surpassed any other nation's
historical records, equivalent to about 70
nuclear power plants in capacity. This
underscores the rapid growth of renewable
energy and its implications for the global
energy landscape.

Source: Bloomberg
[1] Goldilocks Era refers to the pre-Covid
period of stable economic growth. During
which growth was gradual enough that
inflation remained low.

China currently leads the way when it
comes to renewable energy, but as the EU
and US develop their supply chains, their
energy transition plans are likely to
accelerate. Despite worsening climate
risks, efforts led by China, Europe, and the
US aim to limit global warming to 1.5˚C
noting that with a 2˚C increase significant
environmental damage is a consequence.
As investors, we must navigate these risks.

In response to the challenge of rising
interest rates and inflation, we have
included real estate credit in the portfolio
investment mix. This decision is driven by:
·structural shifts, including the end of the
Goldilocks Era; and
·regulatory restrictions on Australian
banks' real estate lending, thus creating
opportunities in the real estate credit
market.
A strategic allocation between REITs and
real estate credit can yield improved
income and capital growth. The key factors
behind our real estate credit thesis are
described below: 

1.End of ultra-low interest rates: following
40 years, the era of ultra-low interest rates
has ended, indicating a transition to a
higher interest rate regime globally. This
shift prompts a fresh approach to asset
allocation and investment strategies.
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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)

31-Mar-24 1.0338

31-Dec-23 1.1814

30-Sep-23 0.903

30-Jun-23 1.555

BUY Fixed Income Assets
Nufarm Notes (NFNG) Top up on price weakness.  

National Australia Bank and Suncorp Bank 5-year
senior debt.

Participated in the initial offering of two senior debt issuances priced at 90 and 98bp
over the 90 day bank bill swap (BBSW) rate respectively. 

Macquarie Bank 2029 subordinate debt. Participated in the initial offering of the new Macquarie issuance.

SBS Mortgage Fund Series 1
We have initiated an investment in the SBS Mortgage Fund series 1. The fund is
exposed to a portfolio of first mortgages secured against mainly NSW based assets.  

Equity Assets
Duxton Water Ltd (D2O), Medibank Private Ltd.
(MPL), Newmont Corporation (NEM), CSL Limited
(CSL), Commonwealth Bank (CBA) and Worley
Limited (WOR).

Top up on price weakness.

Portfolio Activity

2.Regulatory restrictions: regulatory
measures imposed on Australian banks
since around 2015, limiting their lending
relating to commercial real estate (CRE)
debt, has created significant opportunities
in the real estate credit market. These
restrictions, combined with higher interest
rates, have made real estate credit
increasingly attractive compared to real
estate equity.

3.Population growth and housing demand:
Australia's growing population, driven by
migration, has led to a shortage of
residential housing. 

This increased demand suggests a
favourable outlook for private real estate
credit, given banks have reduced their
involvement in this sector.

The Australian cash rate currently stands at
4.35%, with high uncertainty about further
hikes. It is more likely that the RBA will
maintain the cash rate at current levels for
an extended period.

With the ongoing global transition on
various fronts, there is a potential for
increased volatility in the near to midterm.
We remain confident in the Fund's capacity
to deliver reliable quarterly distributions.
 
We expect the interest rate cycle to slowly
normalise in the midterm, stabilising a bit
below the present level. Investing in high
quality stocks characterised by sustainable
income and effective management is likely
to result in positive capital returns
alongside sustainable income returns
during this period.

Portfolio Commentary 

SELL Fixed Income Assets

Macquarie Bank 2025 subordinated debt
We took profit on this position and allocated proceeds to the new Macquarie Bank
issuance. 

Equity Assets
Macquarie Group Limited (MQG), ANZ Group (ANZ),
National Australia Bank (NAB), Wesfarmers Limited
(WES)

Took some profit on these positions on price strength and on the basis that
valuations have become stretched. 

Northern Star Limited (NST) Exited this position with the proceeds allocated to NEM.ASX.

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

