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May was a strong month for share markets boosted by a reduction in tariff tensions,
central bank rate cuts and resilient economic data.
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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.

Top 5 Holdings

Security

SBS Mortgages

Clime contributory scheme CCS KLV trust
Monark Prime credit fund

MQGAU Float 20/02/2035 Corp

WSTP Float 10/07/2034 Corp

Performance

1 Month
Net Portfolio Return (Retail)** 0.8%
Income

Capital Growth

Volatility

Benchmark 0.6%

Weighting (%)

Investor Suitability
The Fund is designed for investors who:

+ Seek regularincome 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.

Portfolio Sectors

Cash
. 49% 7 °
Other Equities
6.1% ———— 0

9.2% "
Utility & Infrastructure

7.1% 1—\
REITS

3.6% 5.6%
2.6% Preference Shares
& T-1 Capital Notes

2.3% 5.5%

High Yield Credit

23.7%

3Years
1 Year p.a*

6.7% 4.0%
5.8% 4.8%
0.8% -0.7%
2.5% 4.2%
7.5% 7.0%

3 Months
1.6%

6 Months
3.2%

1.8% 3.7%

Vincent Chin
Portfolio Manager
Income Strategies

Jun Woo Jun
Investment Analyst

Senior Debt

27.6%

Subordinated
Debt
O 24.7%

5 Years Since
p.a* Inception p.a*

5.5% 4.08%
4.0% 3.8%
1.5% 1.5%
4.2% 5.8%
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

May was a strong month for share markets boosted by a reduction in tariff tensions, 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 development over the past month was the de-escalation in tariff tensions, particularly between the
US and China, but also in broader terms with other trading partners. Liberation Day tariffs were more severe than expected,
especially tariffs on China. However, since reciprocal tariffs were announced, a series of steps have unfolded that have lowered
the tariff temperature, at least for the time being.

Tariffs uncertainty, bond market ructions and foreign exchange volatility accelerated over May, and yet share markets were
able to advance despite “the noise”.

Australian shares rose in May, with the ASX 200 up +4.2%. Technology was the best sector (+18.8%), while gold stocks also
outperformed (+10.5%). Defensive stocks were poor performers, as one would expect during typical market rallies. Utilities
(+0.3%) were the worst performing sector, followed by Staples (+1.2%) and Health (+1.4%). Australian shares have rebounded
nearly 18% from the April low, but the month’s gain was driven by PE expansion, rather than by a growth in earnings. The ASX
200 forward PER is 18.8x, back to the highs of November 2024.

Despite intra-month volatility, the US S&P 500 ended May up 5.5%, Nasdaq up 7.8%, while the Dow gained 3.7%. A hot tech
sector, encouraging inflation data, and a growing consensus that the Trump administration will back off its most severe tariff
threats helped power the gains. The so-called “Magnificent 7” were significant contributors to the US market spike, and the
Mag 7 companies reported actual earnings growth of 27% for the first quarter. Overall, 6 out of the 7 mega-tech companies
reported positive EPS surprises.

Indeed, US stocks delivered their best month since late 2023, ignoring the daily twists and turns of tariff news to leave the key
indexes just above where they began the calendar year. Other global markets were strong as well, with Japan up +4.5%, the UK
was up +3.2%, France flat, and Germany +3.9%. China was up 1%.

Commodity markets ended the month mixed, with gold and copper better but iron ore and Brent crude either unchanged or a
touch weaker. For the year to date, gold is up 25%, copper is up 17%, but iron ore is down 4% and Brent crude down 15%.

The Australian dollar found support during May and was slightly up, ending the month at around US$0.644. Year to date, the
AUD has appreciated around 4% compared to the USD.

Bonds have fared far worse than stocks. The benchmark 10-year US Treasury yield rose nearly 20bps to 4.42% in May as
traders scrutinized the president’s multitrillion-dollar fiscal package. Moody’s stripped US debt of its triple-A rating, citing the
government’s huge debt, and lacklustre demand for Treasuries at a 21 May auction added to concerns. The Australian 10 year
bond yield rose 15bps and ended the month at 4.29%. Japanese bonds were a feature, selling off sharply and with yields rising
more than 20bps to 1.5%.

Global Outlook

During May, markets adjusted to reflect improved global growth prospects as tariff tensions de-escalated. Commentators are
forecasting global GDP growth of around 2.5% for 2025 and similar growth for 2026, slightly stronger than the 2.25% forecast
for both years a couple of months ago. The global growth upward revision reflects a more constructive outlook for China’s
economy.

Reduced tariff tensions and firmer global growth have contributed to changes in the global monetary policy outlook. Reduced
trade tensions and more resilient global activity are likely to have differing implications, with developed country central banks
more likely to respond to improved growth prospects with less-dovish monetary policy. For emerging economies, more stable
local financial markets and currencies could allow for more dovish monetary policy.

Most countries saw temporary tariff relief from early April, while more significantly, the US and China agreed to temporarily
reduce tariffs early in May. Negotiations stay on the table, but the improvement in sentiment suggests a more orderly global
GDP growth outlook than previously feared.

As tariff tensions eased and financial markets recovered, the US dollar staged a modest recovery. Although markets have
returned closer to normal functioning, and further de-escalation in tensions or trade agreements could see the USD’s rebound
extend further, the second half of 2025 will probably remain a challenging period for the USD, given the outlook for a US
growth slowdown and further Fed easing.

Australia

On 20 May, the Reserve Bank of Australia (RBA) lowered the official cash rate by 25 basis points from 4.1% to 3.85%. This
decision followed the RBA’s May meeting and marked the second rate cut this year. The move was influenced by a combination
of factors, including a decrease in inflation and concerns about global economic uncertainty.
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The Minutes of May’s meeting noted the Board considered cutting 50bp, reflecting downside risks to both the global

and domestic outlook, but ultimately decided to cut 25bp given “a preference to move cautiously and predictably when
withdrawing some of the current policy restriction.” The Minutes also flagged “the possibility that the prevailing uncertainty
from global events might best be managed by adopting a path of least regret, which, given the current distribution of risks,
would be likely to involve a lower cash rate.”

Most economists expect further 25bps cuts in July and August, perhaps followed by a final cut in November to a terminal rate
of 3.1%. This will depend on what happens globally, but the RBA’s focus will remain on upcoming domestic data including the
CPI, GDP growth and employment reports.

On the pace and depth of cuts, the Minutes noted the Board “judged that it was not yet time to move monetary policy to an
expansionary stance, taking account of the range of estimates involved, given that inflation was yet to return sustainably
to the midpoint of the target range and the staff’s assessment that the labour market was still tight. These considerations
and the prevailing global policy uncertainty led members to express a preference to move cautiously and predictably when
withdrawing some of the current policy restriction.”

On inflation, the Board noted the “underlying inflation had continued to ease as expected, was back at the midpoint of the
2-3% range in six-month annualised terms and was forecast to remain close to the midpoint throughout the forecast period.”

Portfolio Commentary

The portfolio returned 0.8% in May 2025, compared with its objective (the RBA cash rate + 3.0%) return of 0.6%. The Australian
10y bond yield moved within 40-43bp range in May 2025 (peaked in mid-May 2025 at 4.53%) to finish up 16bp to 4.27% (bond
price came back) by month end.

While the biggest news in April 2025 was President Trump imposing tariffs on all the USAs’ trading partners, during May, Trump
walked back on most of the embargo-level tariffs on China and agree to renewed trade talks aimed at resetting their economic
relationship. As an added incentive for Beijing, a potential deal on fentanyl could lead to the removal of up to 20% of the
remaining tariffs, putting China on more equal footing with other countries exporting to the U.S.

The immediate reaction in the market were US equities rallied. However, after the initial euphoria, the USD and US treasuries
continue to face selling pressure while equity market remains elevated. The weakening of the US treasuries was exacerbated by
the Moody’s downgrading US debt from AAA to AA- citing the nation’s growing debt. Without significantly slashing spending, this
“big, beautiful” bill (as Trumps called it), narrowly passed by the US Congress is raising concerns among bond investors about
US debt and deficit levels. These same investors were already on edge over Trump’s whipsawing tariff policy, which saw the first
reversal on tariffs to all its trading partners for a 90-day pause (ex-China) one week post the “liberation day” announcement.

Locally, Australia held a federal election that resulted in the Labor Government significantly increasing its majority. With a clear
and strong support, the government is now better positioned to provide stability in managing rising external geopolitical risks.
In this context, that should be viewed as a positive outcome for Australia’s long-term future.

The RBA met and decided to cut interest rates by 25 basis points to 3.85%, marking the second rate cut this year. At the press
conference, RBA Governor Michelle Bullock expressed confidence that inflation will remain within the target range of 2% to 3%
over the forecast period. While this signals the likelihood of further rate cuts in 2025, we believe that underlying inflationary
pressures—particularly in the services sector—will limit the RBA’s ability to ease policy aggressively.

For instance, the Australian Energy Regulator (AER) has just released its Default Market Offer, allowing energy prices to rise
by up to 10% starting 1 July 2025. Additionally, lower interest rates are expected to boost housing demand, which may
drive house prices higher and add to housing-related inflation. Meanwhile, the recent severe flooding in the East Coast of
Australia is likely to result in a significant increase in insurance premiums, further compounding cost-of-living pressures
over the next 12 months.

In local economic news, approximately 89,000 jobs were created in April 2025, according to the ABS data, while the
unemployment rate remained steady. This occurred alongside a record increase in the participation rate, which rose to
67.1% from 66.8% in March 2025. Employment growth significantly exceeded market expectations, with consensus forecasts
predicting an increase of just 22,500 jobs.

This continues a short-term trend of the unemployment rate hovering around the 4.0% mark, suggesting that the labour
market is either stabilising or strengthening. If this trend persists, it could lead to renewed inflationary pressures over the
longer term, which supports our view that RBA may be limited in how many times they can cut within the next 2 years.

The monthly CPlindicator rose by 2.4% in the 12 months to April 2025, matching the increase recorded in March and exceeding
market expectations of a 2.3% rise. Meanwhile, annual trimmed mean inflation—which excludes volatile items—was 2.8% in
April, up from 2.7% in March, also surpassing both consensus forecasts and the RBA’s expectations and changing its direction.
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As we have reiterated in previous months, the pace of disinflation is slowing more than anticipated, increasing the likelihood
that future rate cuts will be more subdued than the market currently expects. With this backdrop, we remain confident that our
strategic shift in asset allocation toward fixed income and debt is justified—particularly as equity markets continue to trade at
elevated valuations, while earnings potential remain subdued, with macroeconomic and geopolitical risks continue to grow.

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.

Nevertheless, the Fund will continue to adopt a multi-asset strategy. 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 May 2025, the Fund maintained a cash allocation of approximately 5%, with around 80% allocated to fixed
income assets. We will continue to monitor opportunities within fixed income markets, particularly considering ongoing
geopolitical uncertainties.

Distributions*
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 fees associated with this investor class.

Portfolio Activity
BUY Fixed Income Assets
Airservices Australia senior debt We participated in a 10-year senior debt issuance with a AAA credit rating and a

5.488% coupon. Our motivation for investing in this long-dated instrument was
to enhance the overall credit quality of the portfolio. We believe the security
was attractively priced relative to its risk profile. Demand for this high-quality,
AAA-rated debt was very strong, reflecting investors’ ongoing appetite for safe,
yield-generating assets in a volatile market environment.

Aurizon Holdings AUD 30NC5.25 We participated in this BBB- rated subordinated debt, and it is priced at a coupon
fixed to floating subordinated debt  of 6.3%. The demand for this infrastructure sector debt was very strong with over
4x cover.

Contact Energy 6 years green bond  We have participated in the 6.5y green MTN with a yield of 5.414%. The demand
was well over 3x over. Contact Energy has a BBB+ credit rating.

Fonterra Limited and Worley These 7-year tenor senior MTNs were in huge demand with the final yield priced at
Limited 7-year senior debts 5.236% and 5.868% respectively. Fonterra and Worley have an investment rating of
A and BBB respectively.

MyState Limited debt and People’s  These are the standard Banks’ Teir 2 junior debt papers, and they are priced at

Choice subordinated debts BBSW90 + 2.75% and + 2.50% respectively. Both papers were used to replace the
existing debts that will be called this month and next. These new Teir 2 papers are
in huge demand, and they double the size compared to the existing soon to be
called Teir 2 papers.
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National Australia Bank Limited These are senior papers issued by NAB (AA- rated) and QPCU (BBB+) and were
and Qbank Limited 3y senior debt  priced as BBSW+0.78% and BBSW90 +1.50% respectively.

Queensland Transurban 7.25y We participated in this 7.25y senior secured BBB rated debt with a yield of 5.517%.
senior secured debt The demand is huge with more than 4x more subscribed.

SELL Fixed Income Assets

Australian Subordinated Debt ETF ~ We introduced SUBD.AXW in February 2025 as a temporary measured to augment
(SUBD.AXW) the allocation to fixed interest asset class instead of parking in cash as we reduce
equities while we waited for opportunities.

ING Bank Australia and OCBC 3y We took profit on this A- and AA- rated bond FRN respectively and switched to NAB

FRN senior debt with a yield pickup.

Macquarie Bank Limited Capital The ASX listed MBLPD.ASX is relatively expensive compared to equivalent OTC

Notes (MBLPD.ASX) instruments as we have exited this once it gone ex-dividend toward the end of the
month.

Nufarm Notes (NFNG.ASX) We have reduced our exposure to NFNG.ASX following the company missing its

earnings materially. While they remain profitable and thus will not impact them of
paying interest to the NFNG.ASX, we believe this is prudent to de-risk our position.

SBS Mortgage Trust #1 We have reduced this HY credit slightly as we gradually moving to diversify to
similar quality single prime asset such as the North Kellyville and Reservoir debts
we invested over the past several months. These single prime mortgages have
short duration (less than 1y) which resulted in higher interest.

Woolworths Limited senior debt This senior debt matured, and we have utilised the money to invest in higher or
similar credit rated debts for a yield pickup.

BUY Equity Assets

GrainCorp Limited (GNC.ASX) We have re-introduced GNC.ASX by taking a small position to tap into its attractive

fully franked dividend just prior to its 1H25 results as we are expecting stronger
earnings from the wetter conditions in the East Coast of Australia. Indeed, we were
not disappointed. The dividend for the next 1-2 years is estimated to be more than
5% fully franked or more than 7% grossed up. We think this is attractive for a stock
that still in value.

SELL Equity Assets

Arena REIT (ARF.ASX), Charter Hall  We have reduced and taken profit on these names in the first week of May 2025

Social infrastructure Trust (CQE. as the defensive sectors rallied. This is likely attributed to the uncertainty of the
ASX) EBOS Group (EBO.ASX), and Trump’s tit for tat tariffs confrontation with China as investors sold growth stocks
Telstra Limited (TLS.ASX) and switched to defensive and for income certainty. We used a small portion of the

proceeds to re-introduce GNC.ASX with the bulk switching into fixed income and
credit asset classes as we further increase our asset allocation to fixed income and
credit assets.

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



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

