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Global equity markets rose in July, supported by resilient US data, signs of stabilisation in

China, and stronger-than-expected Q2 earnings, with around 80% of US companies beating forecasts.
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Fund Facts Investor Suitability

The Clime Australian Income Fund (“Fund”) is a The Fund is designed for investors who:

multi-asset class portfolio that invests in high-quality

income generating assets. The Fund provides exposure * Seek regularincome above the RBA cash rate in the
to higher yielding securities in both listed and over form of consistent quarterly cash distributions.

the counter markets. The Fund aims to achieve a total

+ Are seeking reduced volatility.
return of 3% p.a. (after fees) over the Reserve Bank of

Australia cash rate, whilst maintaining relative price + Have a minimum investment timeframe of 3 years. ) .
stability. This fund is available to retail and wholesale Vincent Chin
investors. Portfolio Manager

Income Strategies
Fund Benefits Risk Management

The Fund provides exposure to a diversified portfolio ~ We aim to identify and manage risk as far as is

across multi-asset income securities, including access  practicable at both the individual investment and the
to investments across the entire capital structure Fund level. Risk management is conducted principally
of a company. The investment approach employed by careful portfolio construction.

leads to lower overall portfolio risk when compared to

equity markets.

At times, the level of cash or cash equivalents may be Jun Woo Jun
higher where elevated market uncertainties present an Investment Analyst
elevated risk of capital loss.

Top 5 Holdings Portfolio Sectors

Senior Debt

Security Weighting (%) Cash 26.5%
q JQ\
Clime contributory scheme CCS KLV trust 7.2%
Other Equities
SBS Series 5 Trust 7.1% 520 —————————O
Utility &

0 Infrastructure
SBS Mortgages 7.0% REITS 0.8% o

2.6%
Preference Shares &
T-1 Capital Notes 2

MQGAU Float 20/02/2035 Corp 2.6% 2.4%

Monark Prime credit fund 3.6%

High Yield Credit
29.8%

Subordinated
Debt

23.0%

Performance

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

Net Portfolio Return (Retail)** 0.8% 2.2% 3.7% 5.8% 4.8% 5.5% 4.21%
Income 5.7% 5.0% 4.2% 3.9%
Capital Growth 0.0% -0.2% 1.3% 1.4%

Volatility 2.4% 4.0% 4.4% 4.6%
Benchmark 0.6% 1.8% 3.5% 7.4% 7.1% 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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Market Commentary

Global equity markets advanced in July, responding positively to resilient US economic data, signs of a bottoming in the
Chinese economy, and better-than-expected US Q2 reporting season results with around 80% of US companies beating Q2
consensus forecasts.

The MSCI World Equity Index gained +1.2%, with the tech heavy NASDAQ Composite Index (+3.7%) leading gains as mega-
cap US technology stocks confirmed strong revenue growth leverage to the Al thematic. The US S&P500 gained +2.1% while
the Russell 2000 Small Cap index gained +1.6%.

In Australia, the ASX200 finished July up 2.3%. Improving China sentiment was clear in the performance of the Australian
resource sector, with the ASX300 Metals & Mining Index gaining +4.2% over the month. Rotation was apparent domestically,
with capital cycling from Australian banks to resources.

Australian small companies outperformed, the ASX Small Ordinaries Index rising +2.8%. Australian retail sales surprised to
the upside, while a lack of profit warnings ahead of the FY25 reporting season in August supported sentiment.

Asian equities outperformed, led by South Korean (+5.6%) and Chinese equities (MSCI China +4.5%), with the region
attracting support as cheap valuations combined with tariff certainty and increasing expectations of large-scale
infrastructure investment from Beijing.

IMF Upgrades Forecasts

The International Monetary Fund upgraded its global growth forecast amid signs that Trump’s trade war will do less damage
to the world economy than initially feared, with a weaker greenback cushioning the impact of tariffs on US trading partners.

The Fund’s updated World Economic Outlook shows that global growth is expected to be 3% this year and 3.1% in 2026, up
from earlier projections published in April of 2.8% and 3%, respectively.

The world’s two largest economies, the US and China, both also received upgrades as did Australia. The IMF’s chief
economist said that he saw a “tenuous resilience” in the global economy despite the chaotic rollout of steep tariffs on US
trading partners in recent months. He added that growth was less affected because many of the levies were ultimately not
as severe as originally planned.

The US Reporting Season

The stock market relief rally continued in July, having started with the announcement in April of the 90-day tariff negotiation
period. More tariff agreements have since been reached, most notably with China and the European Union. The US
economic recovery in the second quarter further supported investment sentiment with US GDP recovering from -0.5% to
+3.0%.

Two thirds of the S&P 500 constituents have reported their second calendar quarter results at the time of writing,

with Revenue and Earnings growing +6% and +9% respectively. The weak US dollar has, for the first time since 2022,
become a tailwind for US corporate earnings. Furthermore, operational efficiencies continue to improve, particularly in
technology-related businesses. Lastly, it has become clear that Al activity is increasing at a rapid rate, to the benefit of those
showing their active participation in Al, and reflecting in share prices.

Aggregate S&P 500 year/year EPS growth is tracking at 9% for 2Q, above the consensus estimate of 4% growth at the start
of the earnings season. Strong guidance has helped drive a broad-based increase in analyst earnings estimates, and 56% of
companies providing full-year EPS guidance have lifted guidance this quarter.

Commentary from 2Q earnings calls to date has reflected corporate confidence in the ability to mitigate the impacts of
tariffs on profits, with strategies including managing supply chains, increasing prices, and cutting other costs. Of companies
discussing the impact of tariffs on their businesses, 27% explicitly stated they now expect the profit headwind from tariffs to
be smaller than their previous estimate.

Australia

In Australia, the 12-month CPI inflation rate is back to 2%, however the RBA’s preferred ‘trimmed mean’ measure is higher

at 2.7%. These numbers have been artificially depressed by temporary government power and rent subsidies, and the RBA
has made it clear it will look through such effects in its analysis. While the RBA resisted market expectations to cut rates at its
July meeting, we expect a rate cut in August.

Unemployment in Australia has been rising slowly but steadily over the past year, and is now up to 4.3%. This is still a low
rate, and below the RBA’s theoretical non-inflationary rate of unemployment (NAIRU) of 4.5%.

‘Participation rates’ (the number of people in the workforce as a percentage of working age population) are at record highs,
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but this is almost entirely due to expansionary government-related hiring. The government sector has been expanding,
while the private sector is struggling with previous rate hikes inhibiting revenues and raising financing costs. With the latest
data, rising unemployment and falling inflation are sufficient for the RBA to make another rate cut at its next meeting on
11-12 August.

Bond Markets, Currencies and Commodity Prices

Bond yields rose at the long end, reflecting fears of higher inflation ahead. Global growth, spending, and employment all
remain reasonably strong - defying predictions of slowdowns and recession.

Global bond markets experienced modest losses in July. In the United States, the 10-year Treasury yield rose slightly to
4.37% (+0.13), and in Australia bonds ended the month at 4.30% (+0.18).

The AUD/USD exchange rate closed the month at US$0.642, a fall of around 2%.

Commodities markets were generally positive, with oil and gold easier. Iron ore was boosted by the much-awaited Chinese
stimulus. Crude Oil prices experienced volatility due to the Middle East conflict, and Brent fell almost 10% alongside the
easing of tension with Iran following the “12 Day War”. Brent stabilised around the US72/Bbl level. Gold prices eased

amid reduced demand for safe-haven assets, and ended the month slightly lower at US$3,294/t.0z. Iron ore prices were
surprisingly firm, up around 6% to US$99/T, largely due to signs of stimulus form China.

Conclusion

Another month of solid gains on global share markets across almost all industry sectors and countries, despite President
Trump’s unpredictable tariff deals. Inflation continues to ease, but central banks remain cautious and reluctant to cut rates
further until they fully understand the impact of tariffs on inflation. In summary, July 2025 was marked by consolidation and
cautious optimism in financial markets as investor sentiment became more relaxed about the impact of tariffs, corporate
resilience and hopes of central bank interest rate cuts.

Portfolio Commentary

The portfolio returned 0.8% in July 2025, compared with its objective (the RBA cash rate + 3.0%) return of 0.6%. The
Australian 10y bond yield finished up around 10bp, (bond price dropped) in July 2025 to finished at 4.26% by month end.

In July 2025, a series of trade “deals” made headlines, announcing that the U.S. had reached significant agreements with
Japan, the EU, and several smaller nations. These deals involved imposing tariffs ranging from 15% to 20% on imports into
the U.S., while allowing U.S. exports to enter these countries tariff-free. The market appeared to interpret these U.S. led tariff
threats, first announced on “Liberation Day” in early April is seen as less severe than initially feared, triggering a strong rally
in the stock market. This included the local index, where the ASX200 Accumulation Index ended up 2.4%, in what is already a
historically stronger month.

While these developments seem positive on the surface, we remain cautious. The fact that agreements involving multiple
countries were concluded within 90 days raises concerns, as most trade negotiations typically take years to finalise.
Furthermore, we are wary that a 15% to 20% tariff on imports into the U.S. could lead to a rise in domestic inflation in the
not-so-distant future.

The RBA met on 7-8 July 2025 and decided to hold the current cash rate at 3.85%, following two cuts earlier this year. The
decision surprised the market, as the consensus had strongly anticipated a cut in July and more to follow in the subsequent
months. Contrary to the broader market consensus, we were less convinced a July cut would occur. We believe the RBA
places greater weight on quarterly inflation data, and the June quarter figures were not yet available at the time of the
meeting, as well as strong employment data relative to the long-term average which is above 5% of unemployment rate.
Additionally, the U.S. Federal Reserve’s decision not to cut rates may have influenced the RBA to hold off, opting to wait for
the June quarter inflation data before making a more informed decision. The RBA also cited uncertainty surrounding U.S.
tariff disputes as a factor that could affect inflation resilience, further supporting their decision to hold rate steady in the July
meeting.

After all, if the RBA were to cut rates while facing higher or persistent inflation in the U.S., and the U.S. Federal Reserve
chooses not to cut, it would widen the interest rate differential between Australia and the U.S. This would likely weaken the
Australian dollar, potentially leading to higher inflation through higher imported goods and services prices within several
months. We believe it is not in the RBA’s interest to trigger unnecessarily inflationary pressure in this way just when the
inflation target is within range, especially after years of sustained high inflation.

In the local economic news, the unemployment rate rose to 4.3% in June, up 0.2 percentage points, driven by an increase
of 34,000 in the number of unemployed people. Total employment rose by 2k during the month, following a decline of 1k in
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May, and is up 2.0% compared to June 2024. Part-time employment increased by 40k, offsetting a decline of 38k in full-time
employment. We also note that part of the rise in unemployment can be attributed to a higher participation rate, which
edged up to 67.1% from 67.0% in June 2025.

According to the ABS released on 30 July 2025, the local Consumer Price Index (CPI) growth eased to 0.7% in the June
quarter, down from 0.9% in the March quarter. On an annual basis, CPI rose by 2.1%, down from 2.4%, slightly below
consensus expectations. Core inflation, or the trimmed mean, which is considered as the RBA’s preferred measure, also went
down, rising 0.6% over the quarter compared to 0.7% previously. As a result, annual core inflation eased to 2.7%, down from
2.9% in the March quarter. The equity market reacted positively to the data, rallying strongly after the release, as investors
increasingly viewed an interest rate cut in August as essentially locked in.

We agree the inflation trajectory is moving in the right direction, as the trimmed mean of 2.7% is now drifting further away
from the upper end of the RBA’s 2-3% target range. However, we are mindful of several pre-announced price increases, such
as electricity, water, and council rates, set to take effect from 1 July 2025, with some items expected to rise in double digits
as the Commonwealth and State Governments’ energy subsidies set to roll off. This suggests that housing and related costs
are likely to continue creeping higher in the coming quarters. Additionally, we note that healthcare, equipment, and services
saw sharper price increases over the past quarter compared to the average over the 12 months to 30 June 2025, limiting the
pace at which overall inflation can decline.

This indicates to us that, while the June quarter 2025 inflation data is a softer set of numbers, the pace of disinflation is
clearly slowing, or even reversing its course, as we have reiterated in previous months. This reaffirms our view that future
rate cuts are likely to be more gradual and measured than the market currently expects. 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 earnings potential remains subdued and 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 just around 7.5% equities.

The Fund will continue to adopt a multi-asset strategy for now. 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 July 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.

Distributions*
30-Jun-25 1.5803
31-Mar-25 1.4829
31-Dec-24 1.1353
30-Sep-24 0.772

* 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.
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Portfolio Activity

:{V) Fixed Income Assets

Macquarie Bank 5y senior debt We participated in the issuance of a new 5y Macquarie Bank senor paper. The
demand was huge, and it is priced at 0.82% over the 90day BBSW.

National Australian Bank 15nc10 We participated in the issuance of a new 15nc10 NAB.ASX fixed to floater

subordinated Teir 2 subordinated Tier 2 paper. The demand was huge, and it was finally priced at a
yield of 5.774%.

Post of Newcastle 8y senior debt We participated in the issuance of an 8y fixed rate Port of Newcastle senior debt

paper. The demand was so large that the final priced compressed by 35bp to a yield
of 6.1%. It has further compressed in the secondary market immediate by about
10bp. We believe the debt of critical infrastructure asset such as Port of Newcastle
will continue to be supported. Port of Newcastle has a rating of BBB.

SELL Fixed Income Assets

Australian Unity Preferred shares We took profit and reduced these hybrids securities as we believe they are
(AYUPA.ASX) and Macquarie Group mispriced, i.e., slightly on the expensive side.
Capital Notes (MGQPF.ASX)

Bendigo and Adelaide Bank 5y We took profit on this near maturing BEN.ASX senior paper and an earlier NAB.ASX
senior FRN and National Australian ~ 15nc10 subordinated paper as we switched to higher yield debts such as the newly
Bank 15n¢10 subordinated Teir 2 launched NAB.ASX 15nc10 paper.

BUY Equity Assets

GrainCorp Limited (GNC.ASX) We reintroduced GNC.ASX to the portfolio by taking a small position in May

2025 to tap into its attractive fully franked dividend. 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.

SELL Equity Assets

Charter Hall Social infrastructure As we increased our exposure to property through property debt (limited to prime
Trust (CQE.ASX) and Mirvac Limited ~ mortgages only), we made a conscious decision to reduce our exposure to property
(MGR.ASX) assets on the equity side. We waited for these equity holdings to go ex-distribution

before exiting them in July 2025. This move also enabled us to lower our overall
allocation to equity asset classes to well below 10%, compared to the position as at

30 June 2025.
Arena REIT (ARF.ASX), Clime Capita  Asthe equity market rallied, we have taken advantage of the rally to further reduce
Limited (CAM.ASX), Cole Group the fund equity asset classes exposure across the board. We believe this is prudent
Limited (COL.ASX), EBOS Group as we mainly focus on risk and that the equity market is on the expensive side of

(EBO.ASX), NIB Limited (NHF.ASX) the spectrum.
and Telstra Limited (TLS.ASX)

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
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