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Markets had a strong start to the year, with the S&P/ASX 200 Index 

rising 4.6%, outperforming the S&P 500 Index, which gained 2.7%.



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

Net Portfolio Return (Retail)** 1.0% 1.5% 2.0% 5.0% 3.1% 3.7% 3.91%

Income 5.2% 4.6% 3.7% 3.7%

Capital Growth -0.1% -1.4% 0.0% 1.5%

Volatility 2.8% 5.0% 5.6% 4.6%

Benchmark 0.6% 1.9% 3.8% 7.6% 6.5% 5.2% 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%

Newmont Corp 1.5%

SENIOR
DEBT

23.8%

HIGH YIELD CREDIT
20.0%

PREFERENCE SHARES 
INCL. CAPITAL NOTES 
3.8%

Income Strategies
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OTHER EQUITIES
14.2%

UTILITIES &
INFRASTRUCTURE
4.7%

CASH 
10.7%

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. 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

Fund Facts

Performance

Fund Benefits

Top 5 Holdings

Your Australian Income Fund | January 2025

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

16.0%



Market Commentary 
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Markets had a strong start to the year, with the S&P/ASX 200 Index rising 4.6%, outperforming the S&P 500 Index, which
gained 2.7%. Global markets were mostly positive, with strength across Europe, South America, and Asia, while Japan was
flat. A key focus was the return of Donald Trump to the US presidency and continued global economic resilience. 
 
In Australia, gold was the best-performing sector, supported by higher prices and rising geopolitical risks. Defensive sectors,
including utilities, food and beverage, and telecommunications, lagged. Growth stocks continued to outperform value
stocks, and while small caps improved, they remained underperformers over the past year. The Australian dollar (AUD)
continued its recent decline against the US dollar (USD), though the trend stabilised in January. Further AUD weakness is
likely, especially if a trade war between the US and China materialises. 
  
Interest rates and inflation 
Stronger-than-expected Australian inflation data has led the futures market to price in an imminent interest rate cut by the
Reserve Bank of Australia (RBA). A further sharp decline in the AUD could be inflationary and limit the RBA’s options.
Historically, defensive sectors such as healthcare, consumer staples, and gold have performed well following the first RBA
rate cut, supporting financial year 2026 (FY26) growth for domestic industrials. 
 
Key Macroeconomic Questions for 2025 

How will the US economy fare this year? GDP growth is forecast at 2.1%, with upgrades likely. The International
Monetary Fund (IMF) recently raised its forecast to 2.7%. A key focus is whether Trump’s return sustains business and
market confidence amid trade policy uncertainty. 
Will central banks cut interest rates further? GDP growth is forecast at 2.1%, with upgrades likely. The International
Monetary Fund (IMF) recently raised its forecast to 2.7%. A key focus is whether Trump’s return sustains business and
market confidence amid trade policy uncertainty. 
How will Trump’s policies impact markets? Trade policy remains unclear, with the risk of a global trade war creating
market volatility. Clarity on tariffs is needed to reduce uncertainty. 
Where are the best Emerging Market opportunities? India remains attractive, while China faces structural challenges
such as a real estate crisis, demographic shifts, and deflation. The strong USD is also pressuring emerging market
economies. Australia has opportunities to strengthen ties with India. 

  
What are the biggest risks for the global economy and markets in 2025? A global trade war because of Trump ratcheting up
tariffs on various countries is probably the most significant risk to the global economy and markets. This worry will continue
until we know precisely how tariffs will work, which countries they will be imposed upon, at what rates, and when they start.
Trade policy uncertainty needs to be reduced, and the sooner the better. Currency disruption and volatility is another key
concern for markets. 
 
US markets are highly priced 
Overall levels of share market valuations have reached high levels, particularly in the US, and price-to-earnings (P/E)
multiples have increased meaningfully. In the case of the US, while much of this reflects the largest technology companies,
the equity market remains expensive relative to history even if excluding large-cap tech. Furthermore, while other equity
markets around the world are much cheaper than the US, most are not particularly cheap relative to history. The main
exceptions are China and the UK, which are cheap (but for good reasons). 
 
Looking ahead 
As noted previously, prudence suggests that positive investor sentiment is stretched, valuations are high, and uncertainty
around tariff policies as the new Trump administration takes control is growing. We think that a moderately defensive stance
remains sensible. 

Portfolio Commentary 

The portfolio returned 1.0% in January 2025, compared with its benchmark (the RBA cash rate + 3.0%) return of 0.61%.
Following a sharp 66 basis point (bp) rally in from the end of September 2024 to mid-January 2025, the Australian 10-year
government bond yield drifted back by 19 bp to close at 4.43%. 
  
By the end of the month, the ASX 200 Accumulation Index returned 4.6% after a volatile month, particularly in terms of intraday
movements supporting the Fund’s return.  
  
The most recent inflation prints surprised market, with both the December 2024 quarter headline and underlying inflation
coming in at 2.4% and 3.2%, respectively – below consensus expectations of 2.5% and 3.3%. The most significant price rises in
the quarter were in recreation and culture (+1.5%) and alcohol and tobacco (+2.4%), partially offset by declines in housing
(-0.7%) and transport (-0.7%). These figures suggest an increased probability of an earlier rate cut. Based on market movements
following the inflation data, bond investors have now raised the probability of a February 2025 rate cut from around 69% to
over 90% ahead of the upcoming RBA decision. 
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*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.

Period Ending Wholesale Units (cents per unit)

31-Dec-24 1.2664

30-Sep-24 0.637

30-Jun-24 0.779

31-Mar-24 0.4399

Distributions*

BUY Fixed Income Assets

ANZ Group Limited subordinated
10NC5 debt. 

We participated in ANZ Group Limited’s Tier 2 subordinated debt, which was issued at 152 basis
points over the 90-day BBSW. This 10-year note has a callable option after 5 years, meaning ANZ
has the right (but not the obligation) to redeem it early at that point. Demand was strong, and we
received a partial allocation. 

Credit Union Australia Limited, 3-year
senior debt. 

We purchased Credit Union Australia Limited’s 3-year senior debt in the secondary market at close
to par value. This investment ranks above subordinated debt in the capital structure, providing a
higher level of security. 

Newcastle Permanent Credit Union 
5-year senior debt.  

We participated in Newcastle Permanent Credit Union’s 5-year senior floating-rate note, which
priced at 125 basis points over the 90-day BBSW. Demand was strong, and we received a partial
allocation. This senior debt is rated BBB+ (stable) by S&P and A3 (stable) by Moody’s. 

Nufarm stepped up notes.
We increased our holdings in these notes during the month, acquiring them at a running yield of
over 9.5% annualised. 

QBE Subordinated Tier 2 debt.  
We increased our holdings in QBE Subordinated Tier 2 debt (June 2030 call) after securing an
attractive price. 

United Energy Distribution (UED) 
7-year Australian dollar medium-term
note (AMTN). 

We participated in this medium-term note (AMTN) at a yield of 5.417%. UED is a regulated utility
energy distributor and holds an A- (stable) credit rating from S&P. 

Vicinity Centre (VCX) 7-year senior
medium-term note (MTN). 

We participated in VCX’s senior medium-term note (MTN), which saw strong demand. The note
pays a fixed coupon of 5.601% and holds an investment-grade rating of A (stable) from S&P and A2
(stable) from Moody’s.

Portfolio Activity

However, the RBA will not have the benefit of reviewing January 2025 labour statistics before its decision, as these are
scheduled for release on 20 February 2025. Notably, Australia’s domestic unemployment rate saw little change in December
2024, holding at 4.0%—up 0.1 percentage points due to a higher participation rate of 67.1%. 

Despite the better-than-expected December 2024 inflation data, we maintain our view that the pace of inflation easing has
slowed. Where inflation will eventually settle and the so-called “neutral rate” has likely risen slightly. This suggests that longer-
term bond yields will also stabilise at a level slightly higher than consensus forecasts, which will ultimately impact equity
valuations in the medium term as this is priced in. Given this backdrop, we believe that equity valuations in Australia and
globally are currently at elevated levels. We also note that the ASX 200’s forward 12-month dividend yield has now fallen below
4%, a level seen only once in the past 20 years. This is significantly below long-term bond yields. 
  
Given the possibility of a higher long-term neutral yield, we remain confident that our asset allocation strategy favouring
income assets is appropriate, particularly while equities remain expensive. To enhance yield further, we have taken profits on
some shorter-duration credit holdings and used the proceeds to participate in longer-duration credits for a yield pickup. 
 
Against this backdrop, we have also been more active in trading fixed-interest assets. We continue to focus on investment-grade
and high-yield credits for income generation while reducing exposure to major bank Tier 1 capital, as we believe the yields
offered are not attractive given the associated risk profile. As value investors with a quality and absolute-return focus, we aim to
reduce exposure to overvalued equities. As a result, we have begun taking profits on some overpriced stocks in the portfolio,
reallocating capital towards both investment-grade senior and subordinated debt, as well as high-yield credits. To enhance
yield further, we are actively managing fixed-income holdings by taking profits on near-maturity credit securities and switching
into similar credit papers with longer durations for additional yield. 
 
As of the end of January 2025, the cash level stands at approximately 10.1%. We will maintain a high allocation to fixed-income
asset classes during this period, given the elevated interest rate environment. This quarter, we have participated in a range of
investment-grade floating-rate notes (FRNs) and high-yield credits, while bringing down the cash level to improve the
portfolio’s income yield.  
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BUY Equity Assets

MyState Limited (MYS.ASX), NIB
Holdings Limited (NHF.ASX) and Rural
Funds Group (RFF.ASX). 

We reintroduced MYS to the portfolio after taking profits on Commonwealth Bank of Australia
(CBA.ASX), as we view CBA as the most expensive bank, with a dividend yield significantly lower
than its subordinated debt in which we recently invested. 
For NHF and RFF, we increased our holdings on price weakness. At these levels, the forecast
dividend yields remain highly attractive, exceeding 5.5% fully franked for NHF and 7% for RFF. 

SELL Equity Assets

Commonwealth Bank Limited
(CBA.ASX), Macquarie Group Limited
(MQG.ASX) and Wesfarmers Limited
(WES.ASX). 

We have exited CBA, as we view it as expensive and cannot justify holding it for a 3% dividend
yield. 
For MQG and WES, we took profits and reduced our exposure as their share prices rose
alongside the broader equity market. 

IGO Limited (IGO.ASX)  

We originally introduced IGO to the portfolio to complement BHP in green metals, as BHP lacks
lithium exposure. However, with lithium prices falling since mid-2023, slowing China growth,
and IGO’s joint venture with China’s Tianqi Lithium, geopolitical risks have increased. Under
Trump’s presidency, rising US-China tensions and a potential rollback of green energy policies,
including the Inflation Reduction Act, could weaken demand for green metals and delay
lithium price recovery. Given these factors, we have decided to exit our position in IGO. 

Auswide Bank (ABA.ASX) Limited  
As we reintroduce MYS to the portfolio, we are taking profits and gradually reducing our
exposure to ABA. This adjustment reflects the ongoing scheme of arrangement for a merger
between the two companies. 

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

CBA and NAB subordinated T2 debt. 
We took profits on these short-duration subordinated debts and reinvested the proceeds into
higher-yielding investment-grade securities. 

ANZ Capital notes (AN3PI.ASX). 

Following our exit from NAB’s capital notes (NABPI.ASX and NABPK.ASX), we have also reduced
our exposure to ANZ Capital Notes (AN3PI.ASX), which have approximately three years until
their optional call date. Given APRA’s ruling, these notes are highly likely to be called at that
time. As we view capital notes as expensive and trading well above face value, we believe it is
prudent to take profits and reallocate funds into other fixed-income assets or more attractive
hybrids. 

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

