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June was strong for share markets, ending the financial year positively due to eased tariff

 tensions, anticipated central bank rate cuts, and resilient economic data.



Your Australian Income Fund | June 2025

About your Australian 
Income Fund

Vincent Chin
Portfolio Manager
Income Strategies

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 9.2%

Clime contributory scheme CCS KLV trust 7.2%

Monark Prime credit fund 3.6%

MQGAU Float 20/02/2035 Corp 2.6%

WSTP Float 10/07/2034 Corp 2.3%

Portfolio Sectors
Cash
4.5%

Senior Debt
25.5%

Subordinated
Debt

23.0%
High Yield Credit
29.3%

Preference Shares  
& T-1 Capital Notes
4.5% 

REITS
5.5%

Utility & Infrastructure
1.3% 

Other Equities
5.9%

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)** 0.8% 1.6% 3.2% 6.7% 4.0% 5.5% 4.08%

Income 5.8% 4.8% 4.0% 3.8%

Capital Growth 0.8% -0.7% 1.5% 1.5%

Volatility 2.7% 4.6% 4.5% 4.6%

Benchmark 0.6% 1.8% 3.7% 7.5% 7.0% 5.4% 5.2%

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

June was a solid month for share markets to end the financial year in positive shape – boosted by a reduction in tariff 
tensions, expectations of central bank rate cuts and resilient economic data. Markets have recovered sharply from the 7 April 
lows reached shortly after President Trump’s “Liberation Day”. The most significant developments over the past month were 
lower inflationary pressures emanating from tariffs than expected, stronger bond markets, and a speedy ceasefire achieved 
following US intervention in the war between Israel and Iran which has put a lid on Iranian ambitions of reaching nuclear 
weapon capabilities for the immediate future. The consequent reduction in the crude oil price provided a lift to investor 
sentiment, adding impetus to major sharemarket indexes reaching new record levels. 

Sharemarkets
Australian shares rose in June, with the ASX 200 up +1.1% to end the financial year with a gain of 9.7%. Australian shares 
have rebounded 18% from the April low, but the gains have been driven by PE expansion, rather than by a growth in 
earnings. The ASX 200 forward PER is over 19x, back to the highs of November 2024 reflecting stability in commodity prices 
and improved investor sentiment. 

A large component of the gain in the index has been driven by Commonwealth Bank shares, which hit a new record high, 
and which have become a favourite of overseas investors looking for assets outside of the US and which are not impacted 
by a potential weakening of the US dollar. We regard CBA’s share price as an aberration which does not reflect fundamental 
value, but rather the flow of asset allocation and index funds which has driven the price of shares to unsustainably 
high levels.

In June, major developed market equity indices delivered mixed returns amid ongoing geopolitical tensions and evolving 
monetary policy expectations. In the US, the S&P 500 Index rose by 4.4% during the month, bringing its 12-month total 
return to 13.2%, driven by resilient corporate earnings and investor optimism about potential Federal Reserve rate cuts. 

Wall Street investors set aside tariff headlines to drive stocks to record highs, amidst signs of a cooling in Middle East 
geopolitical risks and evidence the US economy is holding up with subdued inflation. Tech mega caps led gains, with Nvidia 
approaching the $4 trillion mark. President Trump touted progress on trade deals with a few countries, naming agreements 
with China and the UK, while saying he was ending discussions with Canada. With earnings season around the corner, stocks 
will get a major test.

In Europe, the MSCI Europe Index gained 1.8% for the month, with a 12-month return of 10.2%, supported by easing inflation 
and expectations of continued monetary accommodation by the European Central Bank. Germany was particularly strong 
over the last 12 months with a total return of 31%, reflecting optimism with new Chancellor Friedrich Merz’s commitment to 
boosting investment, increasing debt limits and re-arming Germany with a 5% of GDP defence commitment within 10 years.

In Japan, the Nikkei 225 Index advanced 7.8% in June, as the Bank of Japan maintained its accommodative stance and 
economic data showed moderate growth.

Bond Markets and Economic Data
Global bond markets experienced modest movements in June.

In the United States, the 10-year Treasury yield decreased slightly to 4.26%, as investors weighed the potential for Federal 
Reserve rate cuts later in the year and noted the lack of tariff-induced inflationary pressures to date.

The US economic data was mixed. US consumer sentiment hit a 4 month high in June as inflation expectations improved, 
but other data painted a less encouraging picture. Purchases of new homes fell in May by the most in 3 years. Recurring 
applications for unemployment benefits are now at the highest level since 2021, aligning with other data pointing to a 
slowdown in the labour market. Consumer spending declined in May by the most since the start of the year.

Data also showed that while the core personal consumption expenditures price index rose slightly more than expected, the 
pace was consistent with limited price pressures that will allow the Federal Reserve to resume rate cuts later this year.

Those reports were backdrop to testimony by Fed Chair Jerome Powell before Congress, where he said interest rates would 
probably be coming down already if not for uncertainty around Trump’s trade policies. He joined other central bank officials 
who made clear in speeches that they will need more time to be sure tariff-driven price hikes won’t raise inflation in a 
persistent way.

In Australia, the 10-year bond ended the month at 4.15%, indicating a slight uptick in bond prices. 
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Currency Markets
The AUD finally caught a bid, reflecting slight weakening of the USD rather than inherent strength. The AUD/USD exchange 
rate closed the month at US$0.653. We expect the AUD to strengthen into the end of the calendar year. 

The USD was stable during June, with investors closely watching Federal Reserve policy signals and geopolitical 
developments. Yet President Trump’s trade policies and rising debt levels have sparked a sharp decline in first half of 2025. 
The US dollar has had its worst start to the year since 1973, as Trump’s trade and economic policies prompt global investors 
to rethink their exposure to the world’s dominant currency.

The US dollar index, which measures the currency’s strength against a basket of six others, including the pound, euro and 
yen, tumbled 10.8% in the first six months of 2025, the worst start to the year since the end of the gold-backed Bretton 
Woods system. We expect the USD to continue to weaken in the near and intermediate term as international investors 
diversify out of US assets.

Commodities
Commodity prices were influenced by geopolitical tensions and supply dynamics. Crude Oil prices experienced volatility 
due to the Middle East conflict, and especially during the period when Iranian officials threatened the closure of the Strait of 
Hormuz. Post the ceasefire, crude oil ended the month lower than pre-conflict levels, as supply disruptions were less severe 
than feared. Crude oil stabilised around the US65/Bbl level.

Gold prices rallied amid increased demand for safe-haven assets, reflecting investor concerns over geopolitical risks, but 
ended the month slightly lower at US$3,295/t.oz. Gold is up a strong 41% over the last 12 months. 

Copper prices rose on expectations of increased demand and supply constraints. It finished the month at US$5.06/Lbs, and 
has risen 14% over the last year. Iron ore prices declined 5% over the month to US$94.5/T and are down 11% over the year, 
largely due to concerns about oversupply and weakening demand from China. 

Central Bank Policies and Inflation
In the US, the Federal Reserve kept interest rates at 4.25% to 4.5%, citing solid economic growth and inflation concerns 
influenced by tariff policies. In the Eurozone, the European Central Bank cut its key interest rate by 0.25% to 2%, marking its 
eighth reduction since June 2024, amidst declining inflation and slowing economic growth. In the United Kingdom, the Bank 
of England continued its gradual rate-cutting cycle, balancing the need to support economic growth with inflation control. 

In Australia, the Reserve Bank signalled the possibility of further rate cuts, as inflation eased to 2.1% in May, the lowest since 
October 2024. The Australian Consumer Price Index (CPI) data for May 2025 showed inflation continuing to ease, potentially 
reducing household financial strain. This could encourage the RBA to consider interest rate cuts at its 8 July 2025 meeting 
to stimulate growth in sectors like retail and housing. However, global trade uncertainties, particularly US tariffs, may pose 
risks to Australia’s export-driven economy.

Geopolitical Developments
The Russia-Ukraine conflict persists with limited territorial changes. Ukrainian President Volodymyr Zelensky warned that 
rising oil prices, driven by Middle East tensions, could bolster Russia’s war effort through increased export revenues. In the 
Middle East, the US conducted missile strikes on Iranian nuclear facilities, leading to a fragile cease-fire between Israel and 
Iran. In a significant development which could have lasting economic implications for Europe, NATO members agreed to 
raise defence spending to 5% of GDP by 2035, reflecting heightened security concerns. 

In summary, June 2025 was marked by cautious optimism in financial markets, as investors navigated the interplay between 
monetary policy shifts, commodity price fluctuations, and geopolitical uncertainties.

Portfolio Commentary

The Fund’s June quarter 2025 return was 1.60% compared with benchmark return of 1.80%. Over the 12months to June, the 
Fund did 6.70% compared with the benchmark return of 7.50%. 

In the June quarter, equity and bond markets were heavily influenced by news surrounding Trump’s tariffs, particularly the 
unpredictable back-and-forth with all its trading partners. This uncertainty made it difficult to form any investment rationale 
and decisions, at least in the short term. Toward the end of the quarter, financial markets grew more complicated due to 
rising tensions in the Middle East. On June 22–23, President Trump ordered strikes on Iran’s uranium enrichment sites, 
aiming to dismantle what Israel had initiated on June 12–13, 2025. Fortunately, the 12-day conflict was short-lived. Due to 
U.S. and Israeli air superiority and Iran’s poor air defences, Iran was unable to mount an effective counterattack, resulting in 
a ceasefire that allowed equity markets to resume their rally.
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Economically, at its June FOMC 2025 meeting, the US Fed kept a steady hand on interest rates, maintaining them at their 
target range of 4.25% to 4.5%. Whilst they are still calling for two rate cuts this year, the fed remained cautionary with 
the global tariffs, stating that it will result in higher inflation, at the same time they have also cut their outlook for gross 
domestic product. At his press conference, Federal Reserve Chair Jerome Powell said that policymakers are “well positioned 
to wait” before moving further on rates. He added that “we’re beginning to see some effects” of tariffs on inflation.

During the quarter, the Australian 10y bond yield, it started the quarter at 4.39% and traded briefly at above 4.50% in 
mid‑May before finishing at 4.16% at quarter end. The USD continue to weaken across a basket of currencies including 
AUD since President Trump announced his tariffs in early April 2025. US treasuries were sold off initially but tightened 
back slightly following relatively benign US inflation data and 10y and 30y recent bonds’ auction received relative stronger 
demand in mid-June 2025. 

Domestically, employment fell by 2.5k in May after a strong 87.6k gain in April 2025. The participation rate fell to 67.0% 
meaning the unemployment rate held steady at 4.1% for the fifth consecutive month. However, there are early indicators 
nonmarket employment growth is slowing, market employment will need to lift if the unemployment rate to remain at this 
level. 

The consumer price index growth for May 2025 slowed to 2.1 per cent year-on-year from 2.4 per cent in April 2025. This is 
below market expectation as it was forecasting CPI expansion to slow to 2.3 per cent. Trimmed mean inflation, the Reserve 
Bank of Australia’s preferred measure, came in at 2.4 per cent, down from 2.8 per cent. With a potential employment rate 
slowing and inflation below consensus expectation, there is a strong chance of further monetary easing in July 2025 which 
should augur well with the fund’s current properties exposures. 

June quarter 2025 marks the 10th year of CAIF since inception. The fund was started with $1.0m at the start of 1 July 2015 
with wholesale units. Over the years, the retail units were added, and the combine fund size has grown to be just below 
$100m. 

In the past 10 years, the Fund was subjected to and continue to go through several notably crisis or stress scenario realising 
externally. Namely: 

1.	 Chinese stock market crash (2015-2016), at the low the China’s Shanghai Composite Index lost nearly 30%. 

2.	 US Fed first hike post GFC in December 2015 causing the material capital outflow from emerging markets, further 
exacerbated China’s fear and commodity collapse, cumulative in the oil priced collapse from over US$100 to 
US$30 per barrel over 2015 and 2016. 

3.	 US-China first trade war in 2018 (Trump 1.0) which led to a sharp market correction by the end of 2018, forcing the US Fed 
to cut rates.

4.	 COVID-19 hit in late 2019 and resulting in sharp market sell off in 2020 and the global economy was essentially on 
Government life support.

5.	 As effective vaccines were rolled out across nations and global economy begun to open in 2022 onwards, the global 
economy faced very high inflation caused by significantly global supply chain challenges. This resulted in the central 
banks started to hike interest rate aggressively over a very short period, indeed the fastest in the modern financial 
history. 

6.	 Following Trump second term in 2025, the world is again faced with an accelerated trade war. In this current episode, 
Trump’s administration is determined to rewrite and reset global trade with all its trading partners by imposing tariffs on 
all imports to the US. For its main and strongest competitor, China, not only tariffs are steeper but exports controls on 
critical products such as high-end semiconductor chips to outright ban so that China can’t access these technologies. 

While China lags in high-end semiconductor technology, it holds a near-monopoly on rare earth elements (REEs), their 
refined products, and other critical compound III-V semiconductors. These specialised materials are essential for advanced 
manufacturing—including high-end semiconductor chips, satellite communications, advanced defence systems (e.g., radar 
detectors for guided missiles), renewable energy technologies, electric vehicles, aircraft engines, turbines, lasers, and 
mobile phones, to name just a few. In other words, although the U.S. and its allies possess the intellectual property (IP) 
for producing high-end semiconductor chips, they lack sufficient access to the critical materials required to manufacture 
them. China, on the other hand, not only has substantial reserves of these resources but also controls much of the IP and 
infrastructure for refining them for industrial and defence applications. This leverage came into play when China imposed 
export controls targeting the U.S.’s supply chain vulnerabilities. Mounting concerns over potential shortages, especially 
of magnets, prompted complaints from American companies and ultimately led President Trump to request a call with 
President Xi in early June 2025. This resulted in further negotiations held in London, UK.
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While the U.S. and China reached an agreement in principle during their second meeting in June 2025 in London, we believe 
this will not lead to smooth sailing. Rather, it appears to be just one of temporary pauses in a prolonged and turbulent 
negotiation process. This cycle of escalation and de-escalation is likely to continue until both sides come to the realisation 
that neither can fully prevail over the other.

We believe that, eventually, both the U.S. and China will come to the realisation that they need each other to some extent. 
That said, it has also become clear that nations around the world now recognise the importance of developing a degree of 
self-sufficiency in critical supply chains and key technologies, particularly those related to national security. This marks a 
shift toward partial de-globalisation. Under this scenario, global trade is likely to move toward a slower growth trajectory. 
Inflation may rise in regions where supply chains are still being built, while deflationary pressures could emerge in regions 
with well-established, and potentially overcapacity. This divergence will likely contribute to a higher neutral interest rate in 
regions where supply chains are incomplete, such as the U.S. centric ecosystem, while interest rates may trend lower in the 
China-centric ecosystem, where overcapacity is more prevalent. These dynamics may persist until the current transitional 
phase is resolved.  

As the U.S. increasingly disengages from the trade and defence alliances that have underpinned the global order for the past 
eight decades, it is also possible that the EU, Japan and other like-minded middle powers, including perhaps even Australia 
and South Korea may form a third bloc, developing their own economic ecosystem over time.

In response to the various shocks to the market and structural stresses experienced over the past decade and those we 
anticipate in the future; the Fund has had to adapt and continuously refine its strategy. One of the key steps taken was the 
introduction of more tools and strategies around over the counter (OTC) debt instruments to improve pricing efficiency as 
the Fund’s size increased. Following the COVID-19 pandemic, we made a strategic decision to reduce exposure to REIT asset 
classes. This shift has contributed to our current asset allocation, which includes a further narrowing of the equity asset 
class’s allowable range to between 0% and 15%. This adjustment was made after an internal review, to better position the 
Fund to meet the challenges of the current decade.

The Fund will now place greater emphasis on fixed income asset classes to generate higher income returns while further 
reducing volatility, thereby enhancing unit price stability. With a higher allocation to fixed interest assets, we will also adopt 
a more active trading approach, capitalising on movements in interest rates, credit spreads, and duration to generate 
additional returns over the market cycle.

Distributions*

Period Ending Wholesale Units (cents per unit)

30-Jun-25

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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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

Portfolio Activity

BUY Fixed Income Assets

Avanti Finance Limited 4-year 
floating rate notes

Participated in the 4-year FRN which is priced at 4.75% over the BBSW90.

Commonwealth Bank subordinated 
Tier-2 debt paper

Participated in the 10.25NC5.25 FRN subordinated Tier 2 debt paper. This is priced 
at 170bp+BBSW90. 

Australia Pacific Airports (Melbourne 
Airport) Pty Ltd subordinated debt

Participated in this 30NC7.25 fixed rate subordinated debt. The demand of this 
junior debt is very high and was priced at 5.95%. 

SELL Fixed Income Assets

MUFG, Newcastle Permanent and 
Victoria Power senior debts

Taken profit on these senior debt.

IAG (06/2032) and QBE (11/2031) 
subordinated debt

We sold these to raise money in preparation for a strategic debt fund that will pay a 
higher interest. 

NAB OTC Tier 1 capital note We sold this OTC Tier 1 capital note to participate the higher ranked debt. 

BUY Equity Assets

None

SELL Equity Assets

None
*	 Changes are for month of Jun 2025 only. Refer to April and May 2025 monthly reports for changes made in the respective months. 

https://www.eqt.com.au/corporates-and-fund-managers/fund-managers/institutional-funds/institutional-fund-manager?f=781700f4-542a-4d16-86ec-9ba78ec02843
mailto:info%40clime.com.au?subject=
http://www.clime.com.au

