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February saw uncertainty due to President Trump’s policies, with rising geopolitical risks 

and mixed economic signals. US inflation rose to 3.3%, but consumer spending fell.
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Fund Facts
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.

Fund Benefits
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.

Investor Suitability
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.

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.

Jun Woo Jun
Investment Analyst

Top 5 Holdings

Security Weighting

SBS Mortgages 8.9%

Clime contributory scheme CCS KLV trust 6.5%

Monark Prime credit fund 3.3%

MQGAU Float 20/02/2035 Corp 2.4%

WSTP Float 10/07/2034 Corp 2.1%

Portfolio Sectors
Cash
6.5%

Senior Debt
26.2%

Subordinated
Debt

20.4%
High Yield Credit
20.2%

Preference Shares  
& T-1 Capital Notes
6.5% 

REITS
7.2%

Utility & 
Infrastructure
3.9% 

Other Equities
8.6%

Performance

1 Month 3 Months 6 Months 1 Year
3 Years  

p.a.*
5 Years 

 p.a.*

Since 
Inception 

p.a.*

Net Portfolio Return (Retail)** 0.6% 1.5% 2.6% 5.9% 3.2% 4.1% 3.97%

Income 5.2% 4.6% 3.7% 3.7%

Capital Growth 0.7% -1.2% 0.4% 1.6%

Volatility 2.8% 4.4% 4.2% 5.9%

Benchmark 0.6% 1.8% 3.7% 7.6% 6.6% 5.2% 5.1%

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 ofIncome 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 thechange 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 independenttax 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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Market Commentary

February saw uncertainty due to President Trump’s policies, with rising geopolitical risks and mixed economic signals. US 
inflation rose to 3.3%, but consumer spending fell. Major indices dropped, with the S&P 500 down -1.4%, Nasdaq down 
-2.8%, and the Dow also down -1.6%. Global markets were mixed: Australia’s ASX 200 dropped -4.22%, and Japan’s Nikkei 
fell -5.7%. Europe saw gains, with the UK (+1.57%), France (+2.03%), and Germany (+3.77%).

Commodity prices were mixed. Energy prices fell by 4.2%, while gold increased, and copper and iron ore saw modest gains. 
The Australian dollar weakened to USD 0.62, down almost 5% over 12 months. Bond yields dropped slightly, with US 10-year 
Treasuries at 4.24% and Australian bonds at 4.39%.

Global outlook: growth, inflation, and policy shifts
We expect global GDP growth of 2.5% to 2.7% in 2025, led by US productivity gains. Global core inflation should fall to 
around 2% by year-end, enabling central banks to implement gradual rate cuts. Estimates are that the US Federal Reserve 
(Fed) may cut rates twice in 2025, followed by another cut in 2026, bringing the terminal rate to 3.75%.

In the Euro area, weak manufacturing and political challenges in Germany and France suggest continued stagnation. We 
expect the European Central Bank to cut rates to 1.75% by mid-year.

China’s growth is expected to slow to 4.5% in 2025 due to weak domestic consumption and ongoing structural challenges.

The US and Trump uncertainty
US policy uncertainty remains high, with risks of higher tariffs affecting growth and inflation, especially in Europe and 
China. Geopolitical tensions, including the Middle East conflict and strained US-China relations, add to market volatility. The 
S&P 500 has stalled for four months, with the previous strong performers showing little change since July.

In Australia, election risks approaching
A federal election is expected by May 2025. Opinion polls suggest a likely hung parliament, with Labor trailing the Liberal/
National Coalition. While elections typically have a modest impact on consumer confidence and business investment, 
longer-term policy differences, particularly on energy, housing, and migration, should be watched.

January’s CPI came in at 2.5%, slightly below expectations. Core inflation measures have improved, running below 3% in 
recent months, signaling potential easing. We remain cautiously optimistic about the economic outlook but will monitor 
data for signs of business cycle shifts.

Portfolio Commentary

The portfolio returned 0.63% in the month, versus the benchmark (the RBA cash rate + 3.0%) return of 0.57%. 

On 18 February 2025, the RBA lowered the cash rate to 4.10%, after holding it at 4.35% for 15 months. We see this as a 
“reluctant” cut, with the RBA acknowledging they were slow to act when inflation pressures emerged in early 2022. While 
inflation has eased, it has remained stubbornly slow after dropping from a peak near 8%. We believe inflationary pressures 
will persist and could worsen if Trump’s tariff policies are fully implemented. The RBA has signalled that further cuts are 
unlikely soon, suggesting no back-to-back rate cuts.

The February 2025 unemployment rate ticked up by 0.1% to 4.1%, mainly due to a slight increase in participation rates from 
67.1% to 67.2%. More notably, over 54k full-time and 10k part-time jobs were added, indicating the economy is sustaining, 
not materially slowing. In our view, this suggests that further rate cuts are unlikely in the near future.

Given the potential for higher long-term neutral yields, we remain confident in our strategy of increasing fixed income 
allocation, especially as equities remain expensive. To enhance yield, we’ve taken profits from shorter-duration credits and 
reinvested the proceeds into longer-duration credits.

Against this backdrop, we have been more active in the fixed interest asset classes, focusing on investment grade and 
high‑yield credits for income generation. With equities still expensive, we significantly reduced our equity allocation ahead 
of their reporting, as noted in the portfolio activity below. As yield and value-focused investors, we aim to lower our equity 
exposure for now, directing more into fixed income. Additionally, we are actively managing the fixed income portfolio, taking 
profits from near‑maturing credits and reinvesting in similar credits for a yield pickup.

As of the end of February 2025, the cash level was around 6%. We will maintain a high allocation to fixed income asset 
classes for the foreseeable future due to their attractive returns and much lower volatility.

February marked the reporting season for the equity sector, with key contributors including Charter Hall Long WALE REIT 
(CQE) (+13.5%), Telstra Corporation Limited (TLS) (+7.2%), and NIB Holdings Limited (NHF) (+15.7%). The main detractors 
were Spark New Zealand (SPK) (-22.1%) and MyState Limited (MYS) (-10.3%).

CQE stood out in the REITs sector, reporting results broadly ahead of consensus and raising its DPU guidance. The 16.4% 
rent uplift from 15 market reviews in the first half will slow in the second half but should support future dividend prospects. 
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Additionally, the childcare sector, which CQE stands to benefit from, is receiving strong government support, and we remain 
confident in the company’s upside.

TLS delivered a clean result, with bottom-line performance exceeding expectations and growth tracking the upper range of 
its guidance. TLS also announced a $750 million buyback for capital management, opting for this over a special dividend 
as its franking balance has been depleted. We believe TLS remains well-positioned in the fund, delivering stable growth 
without cost blowouts.

NHF had a strong turnaround this reporting season, with margins and dividends well ahead of consensus, addressing 
previous concerns about unsustainable growth. The government approved a 5.8% premium increase for NIB, which 
exceeded expectations. With population growth and increasing support for healthcare, we see health insurers, including 
NHF, in a strong position for sustainable growth.

SPK reported disappointing results, missing consensus by 14% in Earnings Before Interest, Taxes, Depreciation, 
Amortisation, and Impairment (EBITDAI) and 63% in Net Profit after Tax (NPAT), along with another downgrade. Despite this, 
SPK maintained its dividend guidance, which will put downward pressure on future earnings as the company struggles with 
cost control and lacks top-line growth. Results from New Zealand suggest further pain ahead, and a longer turnaround may 
be required.

MYS reported an okay result, maintaining its net interest margin, but operating costs were higher than the previous year as 
it prepares for the ABA merger. With the broader banking sector reporting weak results, MYS’s share price was impacted. 
However, with a yield close to 7% (10% grossed up with franking), we believe MYS remains excellent value, with efficiency 
benefits expected from the scale achieved through the ABA merger.

Distributions*

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
*	 The distributions (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, MQG, and QBE Tier 2 2030 
Callable Bonds

We purchased these 2030 callable Tier 2 papers in the secondary market, close to par value, 
as we continue to reduce our equity allocation.

Ausnet Services Holdings Pty Limited’s 
subordinated debt

Participated in the 2030 callable subordinated debt, which offers a margin of 225 basis 
points over the 90-day BBSW (BBSW90).

ElectraNet Pty Limited senior fixed rate 
bond

Participated in this 6.5-year fixed-rate senior secured bond, offering a coupon of 5.3%.

IAG’s subordinated Tier 2 debt Participated in IAG’s 12.3-year subordinated Tier 2 debt, callable after 7.3 years (12.3NC7.3), 
priced at 168 basis points over the BBSW90. This paper is expected to be rated A- by 
Standard & Poor’s (S&P).

Liberty Financial 5-year senior floating 
rate note (FRN)

Participated in this 5-year senior FRN, priced at 205 basis points over the BBSW90. This debt 
is rated BBB by S&P.

MUFG 3-year senior FRN Participated in this 3-year senior debt, priced at 67 basis points over the BBSW90. This 
issuance is rated A1 by Moody’s and A by S&P.

Nufarm stepped-up notes  
(NFNG.ASX)

Top-up of NFNG.ASX during the month at a clean running yield of over 9.5% annualised.

Qube Limited December 2034 senior 
debt issuance

This senior debt was purchased in the secondary market, offering a coupon of 
approximately 6.0%



Your Australian Income Fund | February 2025

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.

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

SELL Fixed Income Assets

Senior bonds issued by Lonsdale 
Finance Pty Limited and Lend Lease 
Finance Limited.

We exited these two shorter-duration senior corporate bonds and reinvested into other 
senior bonds for a yield pickup.

BUY Equity Assets

MyState Limited (MYS.ASX) Top-up position following the recent introduction, as the stock offers a fully franked yield 
of over 6%, which remains highly attractive compared to the dividend yields of the major 
banks.

SELL Equity Assets

BHP Limited (BHP.ASX), CSL Limited 
(CSL.ASX), Macquarie Group Limited 
(MQG.ASX), Newmont Corporation CDI 
(NEM.ASX), Wesfarmers Corporation 
Limited (WES.ASX), and  Westpac 
Corporation Limited (WBC.ASX).

We took profits and exited these stocks in February 2025 to reduce our equity exposure, 
focusing instead on fixed income yield. This decision was driven by our desire to reduce 
portfolio volatility, as we have observed increased volatility in equity markets over the past 
several months.

Duxton Water Limited (D2O.ASX) and 
Spark New Zealand (SPK.ASX)

We have reduced these two equities at a loss, but this can be offset against significant 
realised capital gains on a sum-over basis.


