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August was eventful for markets, characterised by an early and vicious 

sell-off but ending at or close to all-time highs. 



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

Net Portfolio Return (Wholesale)** 0.1% 2.4% 3.3% 5.8% 2.4% 3.9% 5.37%

Income 5.3% 4.3% 3.6% 3.7%

Capital Growth 0.4% -1.9% 0.3% 1.6%

Volatility 4.2% 5.1% 5.6% 4.7%

Benchmark 0.6% 1.9% 3.8% 7.6% 5.9% 4.9% 4.8%

Security Weighting (%)

SBS Mortages Series 1 trust 7.8%

BHP Group Limited 1.5%

Newmont Corporatio Cdi 1.1%

Coles Group Ltd 1.0%

NAB Float 10/05/2027 Corp 1.0%

BONDS &
FLOATING

RATE NOTES
22.9%

OTHER EQUITIES
15.1%

UTILITIES &
INFRASTRUCTURE
4.2%

CASH
36.5%

REAL ESTATE INVESTMENT
TRUST (REIT) EQUITY
6.8%

PREFERENCE SHARES 
INCL. CAPITAL NOTES 
5.0%

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.

Fund Facts
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Fund Benefits

Top 5 Holdings
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About your Australian
Income Fund

Income Strategies

Vincent Chin
Portfolio Manager

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) CREDIT
9.6%

Jun Woo Jun
Investment Analyst



Market Commentary 

August was eventful for markets, characterised by an early and vicious sell-off but ending at or close to all-time highs.
After the S&P 500 reached its 38th all-time high in July (marking a 19% calendar year-to-date return), it saw a strong
pullback in early August. The whiplash was short-lived, however, as stocks quickly recovered and at month end were once
again touching new record highs. Outside of stocks, the most important news of the month for investors was that the US
Federal Reserve (Fed) was preparing to cut rates and is almost certain to do so in September. Fortunately, the correction
in Australia was less severe than in the US, and nothing like the surprising crash in Japan. 
  
The sell-off was triggered by the US July labour market report, which missed expectations, pushing the unemployment
rate to 4.3% and triggering the "Sahm Rule," often linked to recessions. Global risk assets suffered in the days following
the release, and the unwind of the yen carry trade and news that Warren Buffett had sold half his Apple holdings, further
exacerbated the moves. 
  
The CBOE Volatility Index (VIX) spiked over 60, levels seen during the COVID-19 pandemic and the Global Financial Crisis.
Stocks fell worldwide while bonds and gold rallied. However, within a week, investors bought back in, capitalising on the
pullback. The S&P 500 is on track for its best earnings season since Q1 2022, with profits up 12% year-over-year.  
  
Most importantly, the Fed signalled imminent rate cuts. Fed Chair Jerome Powell indicated at Jackson Hole that “The time
has come for policy to adjust” which should boost the economy and labour market. 
  
US indexes ended August higher, with the S&P 500 up 2.28%, the Dow Jones up 1.76%, and Nasdaq up 3.30%. The ASX 200
was flat in the month but remains 10.7% higher year-over-year. Japan's Nikkei fell as did China's Shanghai index. 
  
US and global bond yields rose slightly. The AUD increased from USD 0.6492 to just below USD 0.6800. Resources were
mixed, with gold hitting new highs while oil and iron ore weakened. 
 
Gold 

When interest rates decrease, gold typically increases in value. This trend is influenced by several key factors: 
Opportunity cost: high interest rates make interest-bearing assets like bonds, term deposits, and savings accounts
more attractive. When rates drop, the appeal of these assets diminishes, making gold more attractive. 
Inflation expectations: gold serves as a hedge against inflation. When inflation is expected to rise, investors often turn
to gold to preserve their purchasing power. 
Currency strength: gold is priced in US dollars. A weakening USD generally benefits gold prices, as it becomes cheaper
for holders of other currencies. 
Geopolitical risks: gold has been a store of value for thousands of years. During times of heightened geopolitical
tensions, investors tend to flock to gold as a safe haven. 

  
Australia 

Reserve Bank of Australia (RBA) Governor Michelle Bullock reiterated that it is "premature to be thinking about rate cuts"
with inflation still high, though she acknowledged that "circumstances may change." The RBA is expected to begin a
gradual easing cycle in February unless the labour market deteriorates. On the outlook for rates, Governor Bullock noted
"financial markets are still pricing in a rate cut by the end of the year.” Though, it is premature to be thinking about rate
cuts. Inflation is still too high and, in underlying terms, is not expected to be back in the top of the band until the end of
next year. “But based on what the Board knows at present, it does not expect that it will be in a position to cut rates in the
near term." 
 
The Australian reporting season ended with "lackluster" results. According to FNArena, 36% of companies missed analyst
expectations, 30% exceeded, and 34% were in line. Unsurprisingly, downgrades outpaced upgrades, with growth
expectations for FY25 falling from 5% to 3%. Costs, particularly labour and inputs, remain a key concern. Banks performed
well, though valuations may be stretched. 
  
Summing up, there is a tendency for election years in the US to see seasonal weakness from September through to
November (especially when the election is on a knife-edge). Positive sentiment is stretched, valuations are high,
geopolitical/economy risks elevated, and uncertainty around policy and politics as election time approaches – all suggest
a cautious and defensive stance is sensible. That said, with the Fed confirming rate cuts are coming and everyone
expecting a string of rate cuts ahead, the soft landing we have written about previously, appears to have been achieved.
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*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-Jun-24 2.615

31-Mar-24 1.0338

31-Dec-23 1.1814

30-Sep-23 0.903

Distributions*

Portfolio Commentary 

The portfolio returned 0.01% in August 2024. The Australian bond yield compressed by 15 basis points (bps) to close at 3.97%.
This bond yield compression contrasts with a sharp 5.1% dive in the equity market index at the start of August, triggered by
signs of economic weakness in the US, which sparked concerns that high interest rates could tip the world’s largest economy
into a recession. However, as outlines above, this risk subsided as the Fed provided the strongest indication yet of a potential
rate cut as soon as in September 2024.  
 
The August reporting season ended with a net positive earnings per share (EPS) surprise of +3%. Better-than-expected earnings
from some of the country’s largest listed companies, such as Brambles, Coles, and Telstra, along with strong performance from
major banks, technology, and gold sectors, contributed significantly to the portfolio's performance, while the resources and
energy sectors lagged. 
 
CBA.ASX reported results in line with expectations, declaring a final $2.50 fully franked dividend, an increase of 10 cents per
share. The stock went ex-dividend on 21 August 2024, shedding $3.57 on the day, but by month-end, it had essentially recovered
all of its dividend value. Although CBA.ASX remains our preferred major bank to hold, we are mindful that this may be an
irrational market reaction, and we remain disciplined and measured in our approach to accumulating high-quality, sustainable
income equity ideas. 
 
At the end of August 2024, the cash level was around 34%. This will be further reduced as we invest over the coming months. We
will maintain a high allocation to fixed-income asset classes during this period due to the high interest rate environment, as we
have participated in a range of senior floating rate notes (FRNs) from strong credit-rated ADIs. We will also prudently
accumulate high-quality stocks with sustainable income growth to ensure certainty of income for the quarterly distributions
and to achieve modest to moderate capital growth over the mid to long term.  

BUY Fixed Income Assets

ING Bank (Australia) Limited, Mizuho Corporate
Bank, OCBC Bank (Australia) Limited, and United
Overseas Bank (UOB) Limited 3-year senior notes. 

We participated in 3-year senior floating rate notes (FRNs) from these Authorised
Deposit-taking Institutions (ADIs), all of which have strong investment credit ratings
of A or higher. The margins on these short-term securities range between 70 and 80
basis points (bps) over the Bank Bill Swap Rate for 90 days (BBSW90). We believe
these highly liquid securities are ideal for income generation, offering returns
significantly higher than cash. 

Commonwealth Bank of Australia 3-year senior
floating rate notes (FRNs). 

We participated in 5-year senior floating rate notes (FRNs) issued by Commonwealth
Bank of Australia (CBA.ASX), with an issue margin of 87 basis points (bps) over the
Bank Bill Swap Rate for 90 days (BBSW90). 

Macquarie Bank Limited Tier 2 subordinated debt. 
We participated in Macquarie Bank Limited's Tier 2 paper. This 10.5-year, 5.5-year
non-call subordinated debt was priced at 1.85% over the Bank Bill Swap Rate for 90
days (BBSW90). 

Portfolio Activity
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BUY Equity Assets
Arena REIT (ARF.ASX), Duxton Water Limited
(D2O.ASX), CSL Limited (CSL.ASX), Newmont
Corporation (NEM.ASX), NIB Holdings Limited
(NHF.ASX), Rural Funds Group (RFF.ASX), and Spark
New Zealand Limited (SPK.ASX). 

We continued to increase our positions in these existing stocks during periods of price
weakness. Most of these additions are expected to contribute gradually to the fund's
quarterly distributions as they cum-dividend. 

SELL Fixed Income Assets

UBS Tier 1 Capital securities. This Tier 1 (AT1) note was redeemed in late August 2024. 

Equity Assets

- -

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.

Portfolio Activity

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

