o)
N
=)
N
L)
(75}
=
(@)
-
<<

|

) -.
Share markets posted a fifth straight month of gains, with both the US and Australian

" markets posting a series of record highs.
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Fund Facts Investor Suitability

The Clime Australian Income Fund (“Fund”) The Fund is designed for investors who:
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)  « Are seeking reduced volatility.
over the Reserve Bank of Australia cash rate, whilst
maintaining relative price stability. This fund is
available to retail and wholesale investors.

+ Seek regularincome above the RBA cash
rate in the form of consistent quarterly cash
distributions.

« Have a minimum investment timeframe of Vincent Chin

3 years.
Y Portfolio Manager

Income Strategies

Fund Benefits Risk Management

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.

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 Jun Woo Jung
present an elevated risk of capital loss. Investment Analyst

Top 5 Holdings Portfolio Sectors

Senior Debt
Security Weighting (%) 28.6%

Clime contributory scheme CCS KLV trust 8.0% Cash 1pordinated

. 4.1% 24.3%
SBS Series 5 Trust 7.9% Other Equities
SBS Mortgages 7.7%

45— O
Utility & Infrastructure
0.8% ———————O——

Monark Prime credit fund 4.0% ' REITS
° 2.7% ’

Preference

MQGAU Float 20/02/2035 Corp 2.9% Shares& — 2
T-1 Capital Notes
1.8%

High Yield Credit

32.7%

Performance

3 Years 5 Years Since
1Month  3Months 6 Months 1 Year p.a* p.a* Inception p.a*

Net Portfolio Return (Retail)** 0.7% 2.1% 3.8% 6.4% 5.2% 5.4% 4.27%
Income 5.7% 5.0% 4.2% 3.9%
Capital Growth 0.6% 0.2% 1.2% 1.5%
Volatility 2.2% 4.0% 4.4% 4.5%
Benchmark 0.6% 1.7% 3.6% 7.4% 7.2% 5.6% 5.3%

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.
Portfolio return is based on the change of the unit price including distributions but excluding franking credits. Franking credits will enhance portfolio returns on an
after-tax basis. Investors are advised to seek independent tax advice to determine the potential tax implications of franking credits for their personal circumstances. Past
results are not a reliable indicator of future performance and results.

** The returns shown above are reflective of the Retail class only. Returns for the Wholesale class will be higher due to the lower fees associated with this investor class.
* Inception date: 28/08/2019
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Portfolio Commentary

The portfolio returned 0.71% in August 2025, compared with its objective (the RBA cash rate + 3.0%) return of 0.57%. The
Australian 10y bond yield traded in a narrow range of around + 5bp in August 2025 to close at 4.28%, up 2bp from previous
month.

After several months of tariff uncertainties, U.S. inflation numbers appear to be reaccelerating, with core inflation reversing
its earlier downward trend. At 2.9% on a seasonally adjusted annual rate in July, the latest inflation data marked its third
consecutive monthly increase and the highest level since February 2025. The Federal Reserve’s decision not to cut rates
following the July 31 FOMC meeting was therefore likely the right one. While rate cuts remain on the table, they are expected
to proceed cautiously reinforcing our long-held view that current U.S. tariff policy is stalling the disinflation trend and
pushing inflation higher, contrary to consensus expectations.

In August 2025, what caught our attention was the US July jobs report, which showed payrolls increasing by just 73k, well
below expectations. Forecasters surveyed by Bloomberg had predicted an increase of 109k. The unemployment rate also
ticked up to 4.2% from 4.1% in June. Furthermore, the May and June 2025 figures were revised sharply lower, by a combined
258k from previously reported levels.

The RBA met on 12 August 2025 and lowered the cash rate by 25bp to 3.60%, marking the third cut in this cycle. This move
was entirely in line with our expectations, given the uptick in the July unemployment rate and the relatively subdued

June quarter inflation data. Following the cut, consensus forecasts continue to anticipate at least three more reductions,
which would take the cash rate below 3.00%. In contrast, we maintain that the pace of easing will be slower, measured and
data dependent. Indeed, the July monthly inflation print reaffirmed our view once again, coming in at 2.8%, (trimmed mean
2.7%), both well above consensus expectations. The upside surprise was driven largely by housing costs (electricity, water,
and council rates effective from 1 July 2025), a factor we have consistently highlighted in our recent monthly and quarterly
reports.

In local labour statistics, the unemployment rate eased to 4.2% in July 2025 from 4.3% in June, as 25k people found work.
Employment growth exceeded market expectations of a 20k gain, suggesting that some of the unexpected weakness

in June was likely temporary or artificial. The participation rate held steady at 67%. The underemployment rate edged
down by 0.1 percentage points to 5.9%, while the broader underutilisation rate, which combines unemployment and
underemployment, declined by 0.2 percentage points to 10.1%.

These unemployment figures are very encouraging and suggest that the local economy remains resilient. This reinforces
our view that future rate cuts are likely to be more gradual and measured than the market currently anticipates. Against
this backdrop, we remain confident that our strategic shift in asset allocation toward fixed income and debt is well justified,
particularly as equity markets continue to trade at elevated valuations, while macroeconomic and geopolitical risks
continue to mount.

Following the portfolio reset in late 2024, we have gradually shifted our allocation away from equities and toward fixed
income asset classes. As yield and value-focused investors with an emphasis on quality and absolute returns, we have
further reduced our equity exposure in line with this strategy. Going forward, the Fund’s equity allocation will range between
0% and 15%, with a neutral position set at 7.5%, as we transition toward a fixed interest-oriented Australian income fund.
The Fund is currently sitting around 7.5%, or around neutral asset allocation for equity asset class.

The Fund will continue to adopt a multi-asset strategy. No single investment approach outperforms in perpetuity,

and maintaining the flexibility to invest in equities enhances the portfolio’s risk/return profile through the benefits of
diversification and potential negative correlations across asset classes. Furthermore, maintaining some exposure to
Australian equities allows investors to benefit from franking credits for tax benefits and the potential for realised capital
gains which may be concessionary taxed, further reducing taxation burden.

As of the end of August 2025, the Fund maintained a cash allocation of just under 5%, with around 85% allocated to fixed
income assets. We will continue to monitor opportunities within fixed income markets, particularly considering ongoing
geopolitical uncertainties.
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Distributions*
Period Ending Wholesale Units (cents per unit)
30-Jun-25 1.5803
31-Mar-25 1.4829
31-Dec-24 1.1353
30-Sep-24 0.772

* Thedistributions (excluding franking credits) shown above are reflective of the returns for the Retail class only. Returns for the Wholesale class will be higher due to the
lower fees associated with this investor class.

Portfolio Activity

BUY Fixed Income Assets

ANZ fixed rate Tier 2 subordinated  Participated in the ANZ 15nc10 5.691% Tier 2 subordinated debt. Demand was very
debt strong as we were scale back by 65% and the yield was further compressed in the
secondary market.

HSBC Holdings PLC senior Participated in the 6nc5 senior preferred debt of HSBC Holdings PLC at a margin of
preferred debt 1.25% over the BBSW90. HSBC plc has an investment grade A- rating.

Judo Bank 5y senior floating rate We bought this BBB rated senior bond with about 3 years more to run for a yield
bond pickup.

SELL Fixed Income Assets

National Australia Bank 3-year We took profit on these bonds and which into higher yield bonds.
floating Rate Notes, Sumitomo 5y

senior floating rate and Worley

Limited 5y fixed senior bond

ANZ 15nc10 Fixed Rated We took profit on these subordinated Tier 2 bonds.

subordinated debt and NAB 10nc5

FRN

BUY Equity Assets

GrainCorp Limited (GNC.ASX) We have continued to add modestly on price weakness, supported by longer-range

weather forecasts from multiple models indicating substantial rainfall—along with
follow-up rain—in drought-stricken areas of South Australia and parts of Victoria,
both currently and heading into autumn.

Northern Star Resources Limited We reintroduced NST.ASX into the portfolio following the stock was momentarily

(NST.ASX) sold off as the company lowered its FY26 guidance slightly. We continue to be
bullish the precious metal due to a strong thematic and structural demand from
global central banks and investors as USD continue to weaken further.

SELL Equity Assets
Coles Group Limited (COL.ASX), As the equity market rallied, we have taken advantage of the rally to further reduce
EBOS Group (EBO.ASX), NIB the fund equity asset class exposure across the board. We believe this is prudent as

Holdings Limited (NHF.ASX) and we mainly focus on risk and that the equity market is on the expensive side of the
Telstra Limited (TLS.ASX). spectrum.
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Market Commentary

Share markets posted a fifth straight month of gains, with both the US and Australian markets posting a series of record
highs. A key driver was Fed Chair Powell’s Jackson Hole speech, which cleared the way for more US rate cuts this month.
To date, we have seen limited impact from US tariffs on trade, inflation, corporate profits, or the labour market, but those
impacts may still be ahead.

The US had a strong corporate reporting season, with around 77% of S&P500 companies beating consensus forecasts, and
aggregate earnings per share up +14% over the 12 months to June. Investors appeared prepared to shrug off President
Trump’s tariffs, a weak USD, question marks over the Federal Reserve’s independence, and ongoing wars in the Middle East
and Ukraine.

The key US index, the S&P 500, was up 1.9% in August, which puts it up 9.8% year to date, and +14.4% over the last
12 months. The Dow Jones was up 2.4% for the month, 7.1% year to date, and 9.6% for the last 12 months. For Nasdaq, the
figures are just slightly positive for the month, but +11.4% YTD and +19.6% for the year.

Other notable performances over August included Japan (+5.1%) and China (+6.7%). European markets were broadly
unchanged or slightly weaker.

The Australian share market was up with the US and Asia in August. The ASX200 rose 2.5% over the month, and is up +10%
YTD and +11% for the year.

Australian Reporting Season

Australian corporate results were patchy, reflecting an economic backdrop that is soft, albeit with pockets of strength. The
consumer backdrop was weak with retailers generally facing soft demand, although there were exceptions which showed
the importance of excellent management and superior strategic positioning. The same can be said across the property
sector where office remains weak but retail and residential continued to perform well.

Across financials the banks generally produced solid results often impressing on lending growth and net interest margin
tailwinds while insurers received upgrades. Price action following reports was unusually volatile, with movements of up or
down 10% or more following announcements not unusual.

Within the banking sector, a rotation out of CBA and into the other three majors was clear, with CBA falling 4% while Westpac
was up +14%, NAB +10%, and ANZ +10%. The Big 4 Banks are over-priced relative to their underlying earnings and dividends
growth (which have gone backwards after inflation over the last decade) and relative to their average long term multiples.

ASX miners got a boost in August, with the iron ore price back above $100/tonne, and gold up 5%.

A developing theme is the possible emergence of the next big global commodities cycle, which should see a rotation out of
over-priced banks and into miners. The pro-cyclical rotation was evident in the outperformance of the ASX 200 Resources
sector, which gained +10.1%, while the ASX200 Industrials gained only +1.4%. The ASX Small Ordinaries Index also
outperformed by gaining +8.4%, with the ASX Small Resources +13.7% and ASX Small Industrials +6.4%.

What Could Go Wrong in September?

September has a history of being a difficult month for the stock market. This has been particularly true over the past decade,
and especially so when valuations are stretched as they are at present.

The attack by President Trump on the Federal Reserve’s independence and uncertainty over tariffs could weigh on the stock
market over the next few months. An unexpected spike in inflation data could of course derail the rate cutting narrative so
beloved by the market. Overseas, France appears to be on the verge of a debt crisis that could topple the government, while
Germany’s manufacturing sector may be falling into a recession. In Japan, bond yields have soared: 10 year bonds closed
the month at 1.6%, having risen by 50 bps YTD and 70 bps year on year.

Powell at Jackson Hole

Fed Chair Jerome Powell’s speech at Jackson Hole confirmed a dovish outlook on rates - just as the market was hoping for.
Investors have believed that a Fed rate cut is likely in September ever since the weaker-than-expected July employment
report, and the markets are convinced that a rate cut is coming.

In earlier discussions of monetary policy this year, Powell repeatedly said that the Fed is in no hurry to lower interest rates.
He did not repeat that line at Jackson Hole. The sentence in Powell’s speech that fueled consequent optimism was the
following: “... With policy in restrictive territory, the baseline outlook and the shifting balance of risks may warrant adjusting
our policy stance.” In other words, the FOMC is likely to cut the federal funds rate at its September meeting.
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General

As noted above, August saw broad gains across equities and bonds globally, fueled by rate cuts or expectations of them. The
Reserve Bank of Australia and the Reserve Bank of New Zealand both cut rates by 25 bps, boosting all reported regional fixed
income indices.

Australia’s S&P/ASX 200 increased by 2.5%, closing just below the 9,000 mark, with the S&P/ASX Small Ordinaries and the
S&P/ASX Emerging Companies Index soaring by 8% and 10%, respectively.

Volatility continued its downward trend, with the S&P/ASX 200 VIX closing at 10.2%, the lowest level since February, and the
S&P 500’s VIX falling below 15%.

Despite a mixed and volatile earnings season, investors remained comfortable with the ASX’s expensive valuation - its
highest level reached since 2021 and a tick above a prospective Price Earnings Ratio of 20x. The big miners made an outsized
contribution, with BHP and Rio key positive contributors to the market’s gain, buoyed by improved commodity sentiment.
The Materials sector is up almost 12% year-to-date; over the last three months the sector has gone from underperformer to
outperformer helped by a more than 20% turnaround in the fortunes of BHP.

Australia’s Consumer Price Index (CPI) rose 2.8% in the year to July and above expectations. The July inflation data came in
higher than expected largely due to a 13% hike in electricity prices. Overall, annual inflation rose from 1.9% in June to 2.8%
in July, the highest rate in a year and taking inflation back the top end of the RBA’s target band. Market expectations were
for a 2.3% print; they got this wrong, unlike the RBA, which had warned that it expects headline inflation to rise to 3% by the
end of this year as federal and state government rebates for power bills expire.

Bond Markets, Currencies and Commodity Prices

Bond yields were down in the US but generally slightly higher elsewhere. French bond yields spiked 15 bps to 3.5% on fears
of a government loss in a scheduled no-confidence debate scheduled for 8 Sept. US 10 year bonds ended the month at
4.23% (-0.15%) and Australian bonds at 4.29% (+0.03).

The AUD/USD exchange rate closed the month at US$0.653, a slight rise.

Commodities markets were mixed, with oil down around 8% but gold up 5%. Iron ore was supported by Chinese stimulus
measures and managed to remain above $100/tonne.

Conclusion

Another month of solid gains on global share markets across almost all industry sectors and countries, aided by central
banks in the mood to cut rates and despite President Trump’s unpredictable tariff deals. As markets become ever more
expensive, we emphasise the importance of prudent stock selection based on fundamental metrics rather than jumping
upon the long momentum trade.

Clever investing made easy
Client Services 1300 788 568 | info@clime.com.au | clime.com.au

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



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

