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December saw a softer market, but 2024 was a strong year for equities. 

The ASX 200 declined 3.2% in December but ended the year up +11%.



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% -0.1% 2.8% 3.8% 1.9% 4.0% 5.27%

Income 5.2% 4.6% 3.7% 3.8%

Capital Growth -1.3% -2.6% 0.2% 1.4%

Volatility 3.2% 5.0% 5.6% 4.7%

Benchmark 0.6% 1.9% 3.8% 7.6% 6.4% 5.1% 4.9%

Security Weighting (%)

SBS Mortgage 8.7%

Monark Prime Credit Fund 3.2%

WSTP Float 10/07/2034 Corp 2.0%

CBAAU 6.152 27/11/39 Corp 1.9%

Arena REIT 1.5%

SENIOR
DEBT

19.9%

HIGH YIELD CREDIT
19.8%

PREFERENCE SHARES 
INCL. CAPITAL NOTES 
3.8%

Income Strategies

Vincent Chin
Portfolio Manager

Jun Woo Jun
Investment Analyst

OTHER EQUITIES
14.3%

UTILITIES &
INFRASTRUCTURE
4.8%

CASH 
15.1%

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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Portfolio Sectors

About your Australian
Income Fund

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)
7.1%

SUBORDINATED
DEBT

15.0%



Market Commentary 
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December saw a softer market, but 2024 was a strong year for equities. The ASX 200 declined 3.2% in December but ended
the year up +11%. US markets were particularly strong, with the S&P 500 gaining +23% and the Nasdaq +31%. Other global
markets, including Germany’s DAX (+19%) and China’s Shanghai Composite (+13%), also performed well. However, the
French CAC dropped 2% due to political instability, a luxury goods sector slump, and economic concerns. Japan's Nikkei rose
19%, marking a record high. 
 
US Market Valuation 
US markets remain expensive, with the S&P 500's forward price-to-earnings (fPE) ratio at about 22, significantly above
historical averages. While earnings growth has been driven largely by cost-cutting and efficiency gains, analysts expect
broader participation in the earnings recovery, especially as the US Federal Reserve cuts rates in 2025. Profit margins are
expected to expand across most sectors, benefiting large technology companies as inflation cools and cost efficiencies are
realised. Despite high valuations, the probability of a US recession is low, and market expectations for continued strong
earnings and growth remain intact. However, if corporate earnings do not meet expectations, the market could face
downward pressure. 
 
Australian Economy and the ASX 
The ASX 200’s December decline was largely driven by the Real Estate sector, which was impacted by rising bond yields and
inflationary concerns that led to expectations of a delayed rate cut by the Reserve Bank of Australia (RBA). For the year, the
Information Technology sector led with a +50% return, followed by Financials at +30%. Conversely, the Materials sector fell
by around -13%, hurt by poor growth prospects in China and concerns about a potential tariff war. 
 
Meanwhile, Australia’s economy recorded its weakest growth in decades, with just 0.8% growth over the year to September.
This sluggish performance was driven by negative private demand, with government spending being the primary driver of
economic activity. The Australian dollar (AUD) fell sharply by about 10.6% over the last quarter of 2024, ending the year just
below USD0.62. 
 
Looking Ahead 
Investor sentiment remains stretched as valuations are high and geopolitical risks continue to rise, particularly with the new
US administration and shifting policies. It is prudent to adopt a defensive stance in the market while momentum seems to be
on an upward path. 
 
Key observations to consider as we move into 2025 include: 

Inflation has peaked and is now declining towards central bank targets. 
Cash interest rates are being adjusted down by central banks, with the RBA likely to follow. 
Global economic growth is moderate, and no world recession is likely. 
The USD and gold have performed strongly, while the AUD and iron ore have been weak. 
Sharemarket valuations are generally expensive, particularly in the US. 
The US economy continues to show robust growth, while Australia’s economy remains subdued. 
Bond markets are at risk due to elevated debt levels in most developed economies. 

 

Portfolio Commentary 

The Fund returned -0.1% in December 2024 and -0.1% over the December quarter versus its benchmark (the RBA cash rate +
3.0%) return of 0.6% and 1.9% respectively.  
 
During the quarter, the Australian 10-year bond yield rose sharply, reaching a peak of 4.71% in mid-November 2024 before
settling at 4.37% by quarter-end. We believe debt investors are looking beyond the short term, anticipating inflation may
resurface in late 2025 or early 2026. This expectation is driven by President-elect Trump’s proposed policies, including higher
tariffs, more sanctions, generous tax cuts, worsening deficits, and looser monetary policies. These factors likely contributed to a
strong rally in the US bond yield, which reached a peak of 4.45% post-election in November, up from 3.80% at the end of
September 2024. The US yield has since moved higher, closing at 4.52% by the end of December 2024. 
 
Despite market challenges, we remain positive about the mid-term outlook for attractive returns driven by higher income. Key
reasons include: 

Global cash rate peak: cash rates have likely peaked globally, with many central banks, including the US Federal Reserve
(Fed), European Central Bank (ECB), Bank of England (BOE), Bank of Canada (BOC), and Reserve Bank of New Zealand
(RBNZ) having already cut rates. The Reserve Bank of Australia (RBA) is expected to follow by June 2025, which should
benefit income-sensitive equities, supporting the Fund over the next six months. 
Shift to high-yield credits: Since June, the Fund has increased its exposure to high-yield (HY) credits, including a mix of fixed
interest securities such as mortgages and high-yield bonds, which offer higher income than rated credits. 
Continued tilt towards other credit segments: the Fund remains tilted towards investment-grade and unrated credits with yields higher
than cash returns. 
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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)

31-Dec-24 1.1353

30-Sep-24 0.772

30-Jun-24 2.615

31-Mar-24 1.0338

Distributions*

BUY Fixed Income Assets

Ampol Subordinated Debt 
The Fund participated in the 30year subordinated debt with 5.5year non-callable period, priced at
2.50% over the BBSW90, rated Baa2 (investment grade) by Moody’s with a stable outlook. 

Commonwealth Bank of Australia
(CBA) subordinated T2 debt. 

Participated in the 30year subordinated debt with 5.5year non-callable period, which was priced at
3.85% over the BBSW90, rated BB from S&P and Fitch.    

Monark Prime Credit Fund (MPCF) 
We increased the allocation to MPCF in December 2024, reaffirming our confidence in Monark's
extensive hands-on experience in property development, which we believe is crucial for
successfully navigating these types of investments. 

North Kellyville Senior Debt 
This is the Fund's first investment in a single senior debt (first mortgage) transaction, with a 12-
month term and a 30-day extension option. The interest rate is 10%. 

Thera Securitisation Farmland Notes
Class A2 

Thera has returned to the market to secure additional funding after deploying most of the capital
from their recent fundraising. They now have an estimated $26 million in loans in the pipeline. This
high-yield debt pays monthly interest at a fixed rate of 9% per annum. 

Portfolio Activity

Domestic Outlook 
Australia’s unemployment rate unexpectedly dropped to 4.0% in November from 4.1%, with steady participation. The
seasonally adjusted rate fell further to 3.9%, with over 35,000 jobs created. In contrast, the GDP growth rate for the September
quarter was a surprisingly low 0.3%, while trimmed mean inflation remains above the RBA’s target band. While some expect a
rate cut in early 2025, we remain cautious and believe that any rate adjustment is more likely to occur closer to April/May 2025. 
 
US Update 
At the December 2024 Federal Open Market Committee (FOMC) meeting, the Fed cut rates by 25 basis points, as expected,
indicating only another two rate cuts are due in 2025, down from the four cuts projected in their September update. This
supports our view that rate cuts will not be as aggressive as initially anticipated. Our perspective was based on an upward shift
in the longer end of the yield curve, as noted in our October 2024 monthly performance report. If President-elect Trump’s
policies take effect, inflationary pressures are likely to resurface. 
 
Investment Activity and Cash Levels 
In response to the economic backdrop, we remain focused on increasing fixed income allocations to benefit from higher yields.
We remain disciplined, gradually increasing equity exposure over time. We have refrained from aggressive equity purchases due
to current valuations and a desire to dampen short-term volatility. This strategy has paid off. Additionally, we are committed to
long-term sustainable income, especially in areas with societal benefits and strong corporate culture. 
 
Cash holdings at month-end stood at 15.3%, providing flexibility for future opportunities. The Fund has increased its exposure
to high-yield credit from 8.0% in June 2024 to 20% in December 2024, targeting up to 30% in the long term, and we expect both
total and income returns to improve over the next 12-18 months, barring major economic disruptions. 
 
Fund Inflows and Management 
The Fund has experienced significant inflows over the past six months, providing a strong foundation for future growth. While
due diligence is necessary, especially for higher-risk high-yield credits, these inflows position the Fund well for deploying
capital into high-yield opportunities. As a result, the Fund’s income return over the 1-2 year period to December 2024 has
improved to around 5% per annum, a notable increase from the previous year. These inflows are setting the Fund up for strong
income yields and moderate capital gains with low volatility in the midterm. 
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BUY Equity Assets

Region Group Limited (RGN.ASX).  Topped up on price weakness to capture the December 2024 distribution. 

SELL Equity Assets

Regal Partners Limited (RPL.ASX).  We have realised profits and exited the position. 

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

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

SELL Fixed Income Assets

Bendigo senior debt and CBA and
Macquarie Bank Tier 2 subordinated
debt. 

We took profit on the short-duration BEN senior debt and short-duration subordinated debts
of CBA and MGQ respectively and allocated proceeds to the instruments described above. 

NAB Capital Notes 8 (NABPK) and NAB
Capital Notes 6 (NABPI). 

These AT1 hybrids went ex-dividend in early December, and we began reducing our exposure,
exiting by the end of December 2024. 

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

