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March 2025 saw increased market uncertainty due to tariffs,

falling consumer sentiment, and foreign exchange volatility.
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your Australian
Income Fund

Fund Facts Investor Suitability

The Clime Australian Income Fund (“Fund”) The Fund is designed for investors who:
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)  « Are seeking reduced volatility.
over the Reserve Bank of Australia cash rate, whilst
maintaining relative price stability. This fund is
available to retail and wholesale investors.

+ Seek regularincome above the RBA cash
rate in the form of consistent quarterly cash
distributions.

« Have a minimum investment timeframe of Vincent Chin

3 years. :
Portfolio Manager

Income Strategies

Fund Benefits 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.

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 JunWoo Jun
present an elevated risk of capital loss. Investment Analyst

Top 5 Holdings Portfolio Sectors
— D Cash
Security Weighting (%) 6% °
Other Equities Senior Debt

SBS Mortgages 9.2% 6-5% ———— g 25.9%
Utility &

Clime contributory scheme CCS KLV trust 6.8% Infrastructure Q
3.4%

Monark Prime credit fund -
MQGAU Float 20/02/2035 Corp 2.4% 3%
WSTP Float 10/07/2034 Corp 2.1% Preference Shares

& T-1 Capital Notes

6.7%

Subordinated
Debt

High Yield Credit 23,69
O 23.6%

21.1%

Performance Since
3 Years 5 Years Inception

1Month 3 Months 6 Months 1Year p.a* p.a* p.a*
Net Portfolio Return (Retail)** 0.2% 1.9% 1.8% 4.4% 2.8% 6.3% 3.95%
Income 4.2% 4.3% 3.7% 3.7%

Capital Growth 0.1% -1.3% 2.6% 1.6%
Volatility 2.8% 4.7% 4.7% 4.6%
Benchmark 0.6% 1.8% 3.7% 7.6% 6.7% 5.3% 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 oflncome 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

March 2025 saw increased market uncertainty due to tariffs, falling consumer sentiment, and foreign exchange
volatility. Slowing US growth and rising global uncertainties shifted investor sentiment from optimism to caution.
The S&P 500, which began 2025 with high expectations, contracted by the end of March, mainly due to valuation
adjustments. This suggests further valuation contraction may be possible in the months ahead.

Tariffs, Geopolitical Risks and Global Growth

Unpredictability around President Trump’s tariff policies added to market concerns with most tariffs expected to
stay in place throughout 2025 and beyond. His threats sparked fears of retaliation from China and raised geopolitical
tensions. Economic data was mixed: the US showed weaker-than-expected data, while Europe and China slightly
outperformed expectations.

Commaodities had a mixed performance, with gold and copper standing out. Gold hit record highs, supported by
strong demand, liquidity, and diversification. Oil prices edged higher, and copper also saw gains. The Australian dollar
remained weak, trading around USD 0.6280. Bond yields were mostly stable, with the US 10-year Treasury at 4.23%
and Australia’s at 4.40%.

Global GDP growth is projected at 2.7% for 2025. US growth was revised downward, while China and India saw slight
upward revisions. The Eurozone’s growth outlook was upgraded due to expected fiscal spending. The US Federal
Reserve (Fed) is expected to ease monetary policy, while the European Central Bank (ECB) is likely to adopt a more
conservative approach. As a result, the US dollar is expected to weaken in the medium term.

US Exceptionalism and Economic Slowdown

The impact of tariffs on the US economy is becoming clearer. Early 2025 data points to slower growth, with consumer
spending falling in January and a modest rebound in February. Payroll growth was slower than expected, and
inflation remains moderate but is expected to rise due to tariffs. The Fed is likely to continue easing, with rate cuts of
25 basis points expected in June, September, and possibly December, bringing the Fed funds rate to around 3.75% by
year-end. A recovery is expected in 2026 as the effects of tariffs fade and fiscal policy becomes more expansive.

Australia’s Economic Landscape

Australia is preparing for a federal election on 3 May, amid global and domestic uncertainty. The Reserve Bank of
Australia (RBA) is expected to pause rate cuts before the election, with further cuts likely after. The government’s
FY2026 budget focused on modest income tax relief and subsidies but lacked bold economic measures. February’s
Consumer Price Index (CPI) was flat, with annual growth easing to 2.4%. The trimmed mean CPI, the RBA’s preferred
measure, softened to 2.7% year-on-year.

International Outlook: Europe and China

In Europe, Germany’s fiscal policy has shifted significantly, with fiscal stimulus now being implemented after years
of caution. This includes increased defence spending and a new infrastructure fund, potentially stimulating growth
in Germany and the broader Eurozone. These changes could result in a fiscal stimulus of up to 3% of Germany’s GDP
over the next few years, which would positively affect the Eurozone economy.

In China, economic activity in early 2025 was stronger than expected, aided by fiscal support. Retail sales and
industrial output outperformed expectations, and China set a GDP growth target of 5% for 2025. While trade tensions
and US tariffs may limit growth, China’s economy is expected to perform near its target.

Shifting Global Dynamics

The global economic outlook has become more positive in regions outside the US, particularly in Europe and China.
Economic data suggests outperformance in the Eurozone and China, with a shift away from US exceptionalism, which
had been a dominant theme since the pandemic.

US Dollar Outlook

While the US dollar is expected to remain relatively strong, its dominance may diminish due to tariff fatigue. Delays in
tariffimplementations and retaliatory responses could reduce the USD’s safe-haven status. As markets adjust to the
ongoing trade tensions, the dollar’s strength could lessen, supporting the case for holding gold.

In summary, the global economic landscape is shifting. The US faces slower growth and a dovish Fed, while Europe
and China show more positive outlooks. Tariffs and a weaker US dollar suggest that gold may become a more
attractive asset in the medium term.
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Portfolio Commentary

The Fund’s March quarter 2025 return was 1.9% compared with benchmark return of 1.8%.

The recent sell-off in the US S&P 500 can largely be attributed to Trump’s tariff policies on its trading partners. Tariffs
are widely recognised as harmful economic policies, and their negative impact on the global economy was recently
explored in an academic working paper, which we’ve summarised below.

Additionally, the deterioration of the NASDAQ, particularly the ‘Magnificent 7, can partly be attributed to its

significant overvaluation over the past year. However, the sell-off lacked a clear catalyst until a little-known Chinese
company, DeepSeek, launched a new artificial intelligence (Al) model in late 2024, followed by an improved version

in January 2025. This was quickly followed by Alibaba’s Qwen. These Al models have essentially caught up to the best
US models in terms of accuracy, speed, and most importantly, cost. Additionally, these new models can be trained
using fewer, less advanced chips, meaning they consume significantly less energy while achieving comparable results.
Because of restricted access to the latest semiconductor chips due to US containment, Chinese scientists and engineers
were forced to adopt a different approach, prioritising the optimisation of software algorithms over hardware.

There are two key structural issues at play here:
1. Trump’s tariffs - these can be reversed if Trump alters his policies in the future.

2. China’s technological advancements - the US containment strategy against China is not proving effective,
highlighting that innovation can occur anywhere, regardless of geopolitical pressure.

We believe external threats, such as China’s technological advancements, are more serious than tariffs, as they cannot
be easily reversed. The developments in Al show that even when faced with containment, innovation can outpace
expectations.

Given the current uncertainty, we continue to adopt a cautious, risk-averse approach involving favouring lower-risk
assets until the uncertainty begins to diminish. If President Trump continues with his tariff policies, global growth will
slow, while inflation is likely to increase, as highlighted by the recent working paper.

The figure below shows the projected change in real GDP of selected economies for a 10% increase in US tariffs on
import of goods and services from all trading partners.

Percent deviation from baseline for each year
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Source: W. McKibbin, et al., “The International Economic Implications of a Second Trump Presidency,” September 2024.

The following figure shows the projected change in inflation in selected economies for a 10% increase in US tariffs
imports of goods and services from all trading partners.
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Source: W. McKibbin, et al., “The International Economic Implications of a Second Trump Presidency,” September 2024.
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The above charted outcomes assume no retaliation from trading partners. However, the severity of the GDP drops
and inflation increase is much worse when trading partners retaliate, as shown in the two charts below. To date, most
major nations trading with the USA have implemented tit-for-tat retaliations.

The following chart shows the projected change in US GDP if trading partners implement retaliatory measures to a
10% increase in tariffs.
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Source: W. McKibbin, et al., “The International Economic Implications of a Second Trump Presidency,” September 2024.

The following chart shows the projected change in US inflation if trading partners implement retaliatory measures to
a 10% increase in tariffs.
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Source: W. McKibbin, et al., “The International Economic Implications of a Second Trump Presidency,” September 2024.

At the Federal Open Market Committee (FOMC) meeting in March 2025, the Fed kept rates steady while signalling two
more rate cuts for the year. The market rallied in response, as the Fed reiterated its previous statement of two cuts.

In our view, while the forecast for two cuts remains unchanged, the growth outlook has improved, while inflationary
pressures persist. This suggests a potential stagflation scenario, which we view negatively. Consequently, we believe
the rally in US equities following the FOMC meeting was merely a relief rally and is unlikely to be sustained. This is now
evident, as US equities have trended lower since the initial rally.

Domestically, in February 2025, almost 53,000 jobs were lost, but the unemployment rate remained steady at 4.1%, as
the participation rate fell to 66.8% from a previous record high of 67.3%. While the job losses and lower participation
rate may appear negative, some of these losses are attributed to older workers transitioning into retirement. With a
participation rate of 66.8% and an unemployment rate of 4.1%, the employment data remains healthy. Furthermore,
the unemployment rate has remained relatively stable between 4.0% and 4.1% for several months, suggesting that
the domestic economy should remain relatively resilient.

As we pivot away from equities within the Fund (i.e., reducing the allocation to equities), returns have become less
volatile and more focused on income generation. We believe this is a good strategy in the near to mid-term, until the
uncertainty surrounding global tariffs is resolved.

+ The Fund continues to favour investment-grade credits, which offer yields 1-2% higher than the cash rate.

+ Since September 2024, the Fund has been shifting towards higher exposure to high-yield (HY) credits, including
a basket of fixed interest assets such as short-duration mortgages and HY bonds, which typically generate yields
2-3% higher than investment-grade credits.
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+ During the quarter, the Fund significantly reduced its equity holdings. Rather than increasing cash, the proceeds
were reinvested in investment-grade and HY credits.

With both unemployment and inflation data showing relatively tepid trends, we are comfortable with the higher
allocation to fixed-income assets while we await the resolution of global uncertainties before pivoting back into
equities.

In this context, the Fund’s focus on fixed interest asset classes and its shift into HY credits to capture higher-income
returns is the most appropriate strategy for the interim. We remain disciplined, focused on sustainable income
opportunities that are easy to understand, with a particular emphasis on long-term benefits and strong corporate
culture.

As of the end of March 2025, the Fund’s cash level stood at 5.0%, down from 15% in December 2024. As shown in
the table below, we have been actively participating in the issuance of strong investment-grade senior debt and,
increasingly, in HY credit assets. The Fund’s exposure to HY credits, including prime mortgages, was 8.0% and 10.3%
in the June and September quarters of 2024, respectively. By the December quarter of 2024, this increased to 20%,
where it remained at the same level in March 2025. We will continue to be patient in our search for HY credit assets
over time. This reduction in cash holdings and increased investment in fixed interest assets has correspondingly
increased the Fund’s income return.

Regarding the equity asset class, we have refrained from buying aggressively due to our view that equities are
currently expensive and our desire to temper short-term volatility. This strategy has proven beneficial, as the Fund’s
overall return has been superior to that of the ASX200 accumulation index.

Distributions*
Period Ending Wholesale Units (cents per unit)
31-Mar-25 1.4829
31-Dec-24 1.1353
30-Sep-24 0.772
30-Jun-24 2.615

* 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 feesassociated with this investor class.
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Portfolio Activity*

BUY Fixed Income Assets

ANZ Senior Debt We purchased the February 2028 5-year senior FRN as we took profits on a
shorter-duration 3-year NAB senior FRN, switching to capture a higher yield.

Beyond Bank Senior Debt Beyond Bank issued its inaugural 3-year senior debt, priced at 115 basis points
over the 90-day BBSW. Beyond Bank is rated S&P: BBB+ (Stable) and Moody’s:
Baal (Stable).

HSBC Subordinated Debt We participated in HSBC’s 10-year, 5-year call (10y5NC) AUD subordinated
debt, priced at 187 basis points over the 90-day BBSW. Currently rated Baal
(Moody’s) and BBB (S&P).

IAG Subordinated Tier-2 Debt We increased exposure to the recently launched IAG Tier-2 debt for yield
pickup, acquired at +175 basis points over the 90-day BBSW.

Scentre Subordinated Debt We participated in Scentre’s 6.5-year non-callable for 30 years (6.5nc30)
subordinated note, priced at +200 basis points over the 90-day BBSW.

TransGrid NSW Subordinated Debt We participated in TransGrid’s 30NC8 fixed-to-floating rate subordinated notes,
with the coupon set at 6.277%.

SELL Fixed Income Assets

Credit Union Senior Debt We took profit on this near-maturing senior debt and reinvested the proceeds
into IAG subordinated debt.

NAB 2027 3-Year Senior Note Took profit on the NAB senior debt and switched the proceeds to the ANZ
February senior paper.

Woolworths Limited Senior Debt ~ We traded the 2031 8-year senior notes and reinvested the proceeds into
Scentre’s 6.5nc30 subordinated notes for a yield pickup.

BUY Equity Assets
None
SELL Equity Assets

nib Holdings Limited (NHF.ASX) Took some profit as the share prices increased, while also reducing our equity
and Telstra Group Ltd (TLS.ASX) asset class exposure.

Medibank Private Ltd (MPL.ASX)  Took profit and exited this stock as it was trading at a premium to its current
share price.

Duxton Water Ltd (D20.ASX) We reduced exposure with the intention of exiting the position over time.

APA Group (APA.ASX) and Ramsay Exited these stocks as they reached our assessed current value.
Health Care (RHC.ASX)

* Changes are for month of March 2025 only. Refer to January and February 2025 monthly reports for changes made in the respective months.

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




