v—
™N
S
™N
P
5]
QO
)
4o
O
o

A [
. 4

Markets marked time over October, with the consequential US
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election over-shadowing the investment environment.
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Fund Facts Investor Suitability

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

portfolio that invests in high-quality income generating assets. The e Seek regular income above the RBA cash rate in

Fund provides exposure to higher yielding securities in both listed the form of consistent quarterly cash Po‘::?;?:;g::;er
and over the counter markets. The Fund aims to achieve a total distributions. lncometategies

return of 3% p.a. (after fees) over the Reserve Bank of Australia cash e Are seeking reduced volatility.
rate, whilst maintaining relative price stability. This fund is e Have a minimum investment timeframe of 3
available to retail and wholesale investors. years.

Fund Benefits Risk Management

The Fund provides exposure to a diversified portfolio across We aim to identify and manage risk as far as is
multi-asset income securities, including access to investments practicable at both the individual investment and the Jun Woo Jun
across the entire capital structure of a company. The investment  Fund level. Risk management is conducted principally Investment Analyst
approach employed leads to lower overall portfolio risk when by careful portfolio construction.

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 Portfolio Sectors

Security Weighting (%)

SBS Mortages Series 1 trust 8.7%
OTHER EQUITIES

16.0%
EENEE——

Westpac Banking Corporation FRN

10-JUL-2034 UTILITIES &
SENIOR
Newmont Corporation Registered INFRASTRUCTURE DEBT

. 4.8% = 17.4%
Shs Chess Depositary Interests 4%

Repr 1 Sh REALESTATE INVESTMENT
TRUST (REIT)

7.4%
Arena REIT SUBORDINATED
PREFERENCE SHARES DEBT
INCL. CAPITAL NOTES o 136w

BHP Group Ltd 4% HIGH YIELD CREDIT

10.2%

Performance
1month 3 months 6 months 1year 3yearsp.a.* 5yearsp.a.* Sinceinceptionp.a.*

Net Portfolio Return (Wholesale)** -0.6% 0.5% 2.8% 9.4% 2.7% 3.9% 5.31%

Income 5.2% 4.4% 3.7% 3.7%

Capital Growth 4.0% -1.7% 0.2% 1.5%

Volatility 3.7% 5.0% 5.6% 4.7%

Benchmark 0.6% 1.9% 3.8% 7.6% 6.1% 5.0% 4.8%

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. 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.
*Inception: 1 July 2015. **The returns shown above are reflective of the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with this investor class.
Portfolio return is based on the change of the unit price including distributions but excluding franking credits. Franking credits will enhance portfolio returns and historically, have added
about 0.2% pa to Fund returns. Past results are not a reliable indicator of future performance and results.
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Market Commentary

Markets marked time over October, with the consequential US election over-shadowing the investment environment. The one asset class
which moved decisively over the month was the bond market, with US 10-year Treasuries rising from approximately 3.81% at the end of
September to around 4.28% at the end of October, reflecting increased concern about risks from fiscal deficits, election promises, and
increased uncertainty. Hopefully, a peaceful and clear outcome to the US election will see some reversal in November.

In the US, sharemarket indexes ended October mixed to lower, with the benchmark S&P 500 down -0.99%, the Dow Jones down -1.34% for
the month, while Nasdaq rose 1.03%. Other global markets were lower: Germany’s DAX was down -1.28%, the French CAC fell -3.74%,

Britain’s FTSE was down -1.54%, and Japan’s Nikkei was also lower. China’s key index fell almost 8%, giving back some of the previous
month’s gains.

The ASX 200 fell -1.33%, with the 5% fall in Resources a key drag. Gold was the best performing sector, as central bank buying, and

geopolitical tensions continue to support the gold price. Consumer Staples was a laggard, largely driven by weak earnings guidance from
Woolworths.

Banks returned to strength, partly reversing the rotation to mining that occurred in late September. As we head into their reporting season,
banks are still one of the rare parts of the market seeing consensus earnings upgrades as Reserve Bank of Australia (RBA) rate cut
expectations are pushed back and bad debts remain low. Banks have risen substantially over the last 12 months and are now priced well
above their long-term average valuations.

The ASX 200 is up 20% over the last year. Valuations for Australian stocks are stretched, with the forward Price Earnings ratio (PE) around
18.2x versus a long term average around 14.5x.

As noted above, US and global bonds ended the month with yields sharply higher. Global bond yields had been in a downward trend on the
back of softening economic data, with markets enjoying lower inflation readings and rate cutting policies amongst most developed
economy central banks. But that trade reversed during October, with anxiety over the US deficit outlook and amidst election uncertainty.

The AUD fell against the USD, reflecting USD strength as a safe haven during times of uncertainty. We think the AUD could rise in the
months ahead, boosted by the Chinese stimulus package and higher commodity prices, and it remains under-valued longer term.
Resources were mixed over October with iron ore down, gold up, and oil (Brent Crude) flat.

As we have previously reported, the US Federal Reserve (Fed) in late September slashed its short-term rate target by 50 basis points and

signalled more cuts to come. Since then, investors have pushed the yield on Treasury notes steadily higher. Why would long rates rise while
the Fed’s cash rates fall?

The Fed sets interest rates for the immediate future. Investors in bond markets are betting on the path of those rates for the next decade or
longer. For many reasons, interest rates are likely to be higher in the coming decade than in the prior one.

One of those reasons is relatively benign: inflation and growth are unlikely to be as low as they were in the post-GFC period and before the
pandemic. A second reason is more worrying with the US federal debt is on an unsustainable path, which might become even more
unsustainable after the election, regardless of who wins.

Meanwhile, it is possible US economic growth will surprise with a robust 2.8% to 3.0% pace over the calendar year. That would suggest that
the US economy has become less vulnerable to higher interest rates. Using the jargon employed by economists, the “neutral rate,” which
keeps inflation and unemployment roughly in balance, has apparently risen. As recently as last December, Fed officials thought neutral
was 2.5%. By September this year, they had raised that to 3.0%, and some officials now see neutral at 3.5% or higher. By itself, a higher
neutral rate is not especially worrying because it signals a return to normalcy.

But there are increasing risks for bond markets that cannot be ignored - one of which is the soaring US federal debt. Since 2007, the federal
debt has climbed from 35% of gross domestic product to almost 100%. Much of this was a result of the 2008-09 global financial crisis and

Covid-19. The borrowing did not initially put much upward pressure on bond yields because inflation and the neutral rate were so low. Low
rates, in turn, made the debt relatively easy to service.

Yet in the past fiscal year, concerns have started to rise. The US budget deficit is now projected at 6.4% of GDP, a record outside of war,
recession or crises such as the pandemic. Interest expense is climbing steadily. The Congressional Budget Office projects that under
current law, publicly held debt will hit 122% of GDP in 2034. Whereas the effect on long-term rates had been largely invisible thus far, the
rising US Treasury yield is now garnering investor focus.

At this stage at least, the US economic soft landing has been achieved. Yet prudence would suggest noting that positive sentiment is
stretched, valuations are high, geopolitical/economy risks are elevated, and uncertainty around policy and politics as the US votes in a new
administration is growing. We think that a defensive stance remains sensible, even as positive market momentum appears to be the path
of least resistance.

Some key observations from this year to date and which will likely persist into the year ahead:
‘Inflation has peaked and is now falling in a steady trajectory.

-Cash interest rates are being adjusted down by central banks. The RBA will follow next year.
-Global economic growth is moderate, no world recession has occurred and nor is one likely.
-The USD and gold have been strong, and the AUD and crude oil weak.

-Sharemarket valuations are generally expensive.

‘The US economy is growing in robust fashion while Australia’s economy remains subdued.
-Bond markets are at risk from highly elevated debt levels in many developed economies.
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Portfolio Commentary

The portfolio returned -0.60% in October 2024, compared to its benchmark (RBA Cash Rate + 3.0%) return of 0.6%.

Australian bond yields rose by 53 basis points to 4.51% leading to an approximate 4% drop in bond prices, contrasting with a
steady September. This shift likely reflects reduced US rate cut expectations following stronger than expected employment
data. US long-term yields also rose, steepening the 2-10 year curve despite the US Federal Reserve’s recent 50 basis point cut.
Investor caution around duration risk may lead to short end flattening with further cuts, while geopolitical and election factors
also weigh on sentiment.

Australia’s unemployment rate remained steady at 4.1%, which could delay the RBA’s first rate cut. As mentioned, the ASX200
Accumulation Index returned -1.3% in October, reflecting traditionally high volatility in September and October.

Markets remain sensitive to news, with stocks overreacting to both positive and negative developments, reflecting high
valuations and momentum-driven trading. As quality-focused value investors, we see buying opportunities during these volatile
swings, requiring patience.

Since April, we’ve cautiously added equity assets on market dips, emphasizing income generation through investment-grade
and high-yield credits, where yields are attractive.

As of October’s end, our cash level is approximately 22%, down from 26% in September. We are maintaining significant fixed-
income exposure, including floating-rate notes and gradually increasing our high-yield credit allocation.

Distributions*
30-Jun-24 2,615
31-Mar-24 1.0338
31-Dec-23 1.1814
30-Sep-23 0.903

*The distributions and franking credits shown above are reflective of the returns for the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with this investor class.

Portfolio Activity

BUY Fixed Income Assets

Increased position in this investment-grade FRN to replace

Auswide Bank Limited Senior Debt o . ) . .
lower-yielding options, capturing higher yield.

Avanti Finance Added to this high-yield bond, offering a yield above 9.0%.

Participated in BOQ's subordinated debt, priced at 183bp over

Bank of i Tier-2
ank of Queensland Subordinated Tier-2 debt BBSW90 after 17bp price compression from strong demand.

Participated in Bendigo Bank's 4-year senior FRN, priced at 96bp

Bendigo Bank Senior Debt over BBSW90 following a 7bp compression due to high demand.

Participated in Judo Bank’s Tier-2 debt at 3.35% over BBSW90.
Judo Bank Subordinated Tier-2 FRN Due to exceptionally high demand, we faced an 80% scale-back after a 25bp
price compression.

Acquired Woolworths April 2031 Senior Bond in the secondary

market to boost portfolio income, with a 5.75%+ coupon. We believe interest
rates have peaked, and thus began taking modest duration risk with this
consumer staples name.

Woolworth Senior Bond
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Portfolio Activity

SELL Fixed Income Assets

BUY Equity Assets

ANZ Group Holdings Limited (ASX.ASX), Coles
Group Limited

(COL.ASX), EBOS Group Limited (ESO.ASX), NIB
Holdings Limited (NHF.ASX),

Ramsay Health Care Limited (RHC.ASX), Rural
Funds Group (RFF.ASX).

Increased holdings on price weakness.

SELL Equity Assets

Reduced holdings ahead of August 2024 1H24 reporting. With turnaround ~75%
Iress Limited (IRE.ASX) complete but facing extended timelines and challenges, we opted to fully exit
IRE.ASX, no longer viewing it as a strong quality holding.
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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.



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

