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Most global share markets posted a sixth consecutive month of gains, with both the 

US and Australian markets enjoying new record highs mid-month. 
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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 both 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 compared with 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 primarily 
achieved through careful portfolio construction.

Jun Woo Jung
Investment Analyst

Top 5 Holdings

Security Weighting (%)

Clime contributory scheme CCS KLV trust 8.1%

SBS CC Series 5 Trust 8.0%

SBS Mortgages 7.8%

Monark Prime credit fund 4.1%

Macquarie Bank Limited Frn 20/02/2035 3.0%

Portfolio Sectors

Cash
5.4%

Senior Debt
31.5%

Subordinated
Debt

23.7%

High Yield Credit
30.4%

Preference 
Shares & 
T-1 Capital Notes
1.3% 

Utility & Infrastructure
1.5% 

Other Equities
6.2%

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)** 1.0% 2.5% 4.5% 6.4% 6.6% 5.6% 4.37%

Income 1.4% 1.4% 2.9% 5.7% 4.3% 3.9% 3.6%

Capital Growth -0.4% 1.1% 1.6% 0.7% 2.3% 1.7% 0.8%

Volatility 1.9% 3.8% 4.3% 4.5%

Benchmark 0.5% 1.7% 3.5% 7.3% 7.2% 5.7% 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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Portfolio Commentary

The Fund returned 2.5% for the September 2025 quarter. For the 1 and 3 years to September 2025, the Fund delivered 6.4% 
p.a. and 6.7% p.a., respectively. 

There is increasing evidence that the US labour market is slowing materially, yet financial markets remain largely immune to 
the negative data, choosing instead to focus on the prospect of larger or more frequent rate cuts by the US Federal Reserve. 
On 17 September 2025, the Fed lowered the cash rate by 25 basis points to a range of 4.00% to 4.25%. It also signalled two 
further cuts this year, followed by one cut each in 2026 and 2027, bringing the federal funds rate down to a target range of 
3.00% to 3.25% over this cycle. In his press conference, FOMC Chair Jerome Powell highlighted weaker labour demand as 
a key reason for resuming rate cuts, despite the stubborn inflation. Following the 25bp cut, US long-bond yields rose and 
continued to drift higher, suggesting that markets had anticipated a larger cut that did not materialise, or that the Fed’s 
guidance on future cuts was less dovish than expected.

The US economy created 911k fewer jobs in the 12 months through March 2025 than previously estimated, after the BLS 
revised figures lower in its regular re-benchmarking process. Meanwhile, applications for US unemployment benefits have 
jumped to the highest level in almost four years, indicating that employers are increasing layoffs. Initial claims rose by 27k 
to 263k in the week ended 6 September 2025, the highest since October 2021, according to the US Department of Labor. This 
figure is well above the median Bloomberg survey forecast of 235k applications.

In Australia, employment fell by 5,400 in August 2025, driven by a 40.9k decline in full-time jobs, partly offset by a 35.5k 
increase in part-time employment. The participation rate eased to 66.8% from 67.0%, leaving the unemployment rate 
unchanged at 4.2%. Despite the gradual rise in unemployment over the past year, the labour market remains healthy by 
historical standards. Moreover, underemployment continued to improve, falling to 5.7% (seasonally adjusted), its lowest 
level since 1991.

The monthly CPI indicator print was 3.0% in the 12 months to August 2025, following a 2.8% rise in the 12 months to 
July 2025. This outcome is ahead of consensus expectations. Unlike the consensus forecast, we have long reiterated that 
inflation would remain stubborn and slow to come back, driven mainly by household inflation due to the well-telegraphed 
energy price hikes which we have repeatedly stated in our past updates. Indeed, our forecast has proven correct, with 
ABS data showing household inflation up 4.7%, led by energy costs, which surged 24.6% over the year, the single largest 
contributor. This is followed by rental and education costs at 3.7% and 5.0% respectively. Trimmed mean inflation, the RBA’s 
preferred measure of underlying inflation, is the only bright spot, easing slightly to 2.6% in August, down from 2.7% in July 
2025, still at the upper end of the 2.0% and 3.0% range. 

In our view, inflation pressure is far from resolved with the unemployment rate holding steady, and labour market remaining 
healthy by historical standards. Following the inflation data, bond pricing now implies a 35% probability of a move lower 
at the RBA’s November 4 meeting, down from 64 per cent earlier this week where few weeks prior, it was fully priced in, 
making it more consistent with our earlier predictions. In our view, if RBA is aiming to midpoint for the inflation targeting, it 
is possible the rate cut cycle is done or at most one further cut this cycle sometime next year, data dependent.

Continuing with the theme of US geopolitics, the trend suggests that President Trump is applying his entrepreneurial 
approach to secure deals aligned with the “America First” policy. As a superpower and the world’s largest economy (by 
nominal USD), the US holds significant leverage over most nations or regions. After nearly six months of tariff disputes, it 
is increasingly clear that, rightly or wrongly, apart from China, most countries and regions have had to concede or make 
substantial compromises to reach agreements with the US. This outcome was anticipated in our June 2025 quarterly report.

In other words, no other nation currently holds meaningful “cards” to negotiate on more equitable terms with the US 
– except for China. This is evident in the concession the US made by allowing exports of Nvidia’s H20 chips, which had 
previously been subject to export controls. In our view, this represents a major concession, given that China still lags (likely 
2 generations) in existing silicon-based semiconductor technology which were predominantly invented and commercialised 
in the US decades earlier. 

Furthermore, President Trump agreed to extend trade talks by another 90 days after the deadline in early August 2025 
passed, without imposing additional tariffs or pressure. The long-awaited deal for US corporations to acquire TikTok’s US 
operations from ByteDance underscores that TikTok is viewed as an important asset to the US, forcing the US to concede 
again in an effort to get the deal through. It highlights that China holds material bargaining chips in its relationship with 
the US, including its near monopoly on rare earth elements (REEs) and their refined products as detailed in our June 
2025 quarterly report. This is because without sufficient REEs and refined products, any attempt to bring back advanced 
manufacturing in the US will not be possible in the midterm. 
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These are the key reasons we have long held the view that, eventually, both the US and China will come to recognise that 
they need each other to some extent, as we have concluded in our June report. That said, the situation remains highly 
dynamic, and the ultimate outcome is unlikely to be known. 

While the US may continue to pressure other nations or regions to concede more, we now believe it is quite possible that 
the tariff confrontation between the US and China may conclude with relatively muted manner than at the start of the trade 
wars in early April. This is because it has become clear that both nations can materially damage each other’s economic 
interests, creating the need for compromise but it is likely that both will paint a narrative that is not seen to be weak by its 
domestics’ audiences. Accordingly, we prefer to adopt an optimistic outlook, one that anticipates a diplomatic resolution 
and a quasi-equilibrium win-win outcome, moving gradually toward a more multipolar world. This stems from our view that 
the US and China have different strategic objectives, as well as differing timeframes for achieving them.

Much of what is occurring now closely reflects the risks we identified in our 2023 and 2024 investor’s quarterly reports. 
Risks such as climate change, the shift by the US and other Western nations toward prioritising national security over 
globalisation and intensifying technological rivalry are all shaping both the financial and political landscape. These themes 
are now increasingly part of mainstream debate and commentary. We believe these forces will play a defining role in 
financial markets as we move through this transition period. 

Ultimately, it feels like we are moving toward a more mercantilist global economy. This shift implies that policies are 
increasingly emphasising protectionism over free trade and global integration. Inevitably, this will create winners and losers 
and result in a more fragmented system. In this context, to outperform the equity space in this environment, we make two 
postulations:
•	 Postulation #1:  

Paying as much attention to top down will be as important as bottom-up analysis. 
•	 Postulation #2: 

In the bottom-up analysis, qualitative factors are more important than quantitative analysis. 

The outlook for inflation likely to be challenging in a mercantilist world. Greater onshoring tends to be inflationary in 
regions or countries with insufficient supply chain capacity and therefore need to build up the required capacity, while 
it can be disinflationary in regions / nations that currently have excess capacity during this period. These pressures are 
further compounded by the high costs of the energy transition and adverse demographic trends which lead us to the third 
postulation.
•	 Postulation #3: 

Nations or regions that are most prepared in this energy transition and able to produce energy at the lowest cost will 
come out on top or at least with less pain for its people. 

Indeed, we are living in a VUCA era (volatility, uncertainty, complexity and ambiguity), with an ageing population increasing 
the number of retirees seeking yield and price stability in their investments for a comfortable retirement. In response to the 
various mega-uncertainties described here, the Fund has continuously adapted and refined its strategy. This adjustment 
follows an internal review aimed at better positioning the Fund to meet the challenges of the current decade.

The journey has been meticulously planned since mid-to-late 2024, followed by a gradual pivot. We are now about halfway 
through this process and expect the Fund to be close to fully transitioned by early next calendar year. Once the reset is 
completed, the Fund is targeting a total return of 7.0% (±1.0%) per annum over a rolling five years, with volatility (as a proxy 
for risk) of 2% to 4% over rolling three- and five-year periods.

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

Distributions*

Period Ending Wholesale Units (cents per unit)

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*

BUY Fixed Income Assets

AGL Limited 10y fixed rate senior bond We participated in the AGL 10-year fixed-rate senior bond, priced at 172 basis points over 
swap. The bond was 10x oversubscribed which is one of the largest demands we have 
experienced. AGL has a credit rating of BBB. 

IAG Limited subordinated Tier 2 notes We have participated in the IAG 12nc7.7 subordinated FRN. Demand is very high as it was 
more than 6x oversubscribed. 

Teacher Mutual 3y senior FRN We have participated in the three-year FRN. The demand was very high as the price 
compressed by 10bp to set at 95bp over the 90 day BBSW. 

Scentre 10y fixed rate senior bond We have participated in the Scentre (Westfield Shopping) 10y fixed rate bond which was 
priced with yield of 5.383%. The demand for the bond is high as the margin compressed by 
about 10bp at midpoint and it was still 1.7x covered. Scentre has a credit rating of A(stable) 
by S&P and A2 (stable) by Moody’s. 

UBS additional Tier 1 capital We have participated in the UBS AT1 capital which is priced at a fixed 6.375%. This AT1 has 
a first call date in 5y, in September 2030. The demand was so great that it was nearly 6x 
oversubscribed. This AT1 capital has an investment grade of Baa3 by Moody’s and BBB- by 
Firth. 

SELL Fixed Income Assets

Australia and New Zealand Banking 
Group and Commonwealth Bank senior 
FRNs

We have sold these short dated ANZ and CBA senior paper for a profit. 

Australia and New Zealand 
Banking Group Limited 6.124% and 
Commonwealth Bank of Australia 
6.152% fixed rate Tier 2 debt

We decided to reduce exposure to the longer dated fixed rate subordinated debts because 
1). We believe the Tier 2 debt is looking expensive 2). We are of the view that the number 
of rates cut this cycle is less than what the consensus are forecasting. 3). We aim to reduce 
duration over time. 

Macquarie Bank Limited Tier 2, March 
2029 subordinated debt FRN

We took profit on this shorter date Tier 2 because it is quite expensive. 

BUY Equity Assets

Qube Holdings Limited (QUB.ASX) We have re-introduced QUB.ASX into equity asset classes as we believe QUB is a quality 
stock which is able to progressively grow its dividend year-on-year and we expect it can 
achieve a 10% p.a. total return over the next few years.

SELL Equity Assets

NIB Holdings Limited (NHF.ASX) We exited NHF.ASX following ex-dividend.

*	 Changes are for month of Jun 2025 only. Refer to April and May 2025 monthly reports for changes made in the respective months. 

Market Commentary

Most global share markets posted a sixth consecutive month of gains, with both the US and Australian markets enjoying new 
record highs mid-month. The key driver remains the Federal Reserve, which cleared the way for more US rate cuts later this 
year. To date, we have seen limited impact from US tariffs on trade, inflation, corporate profits, or the labour market, but 
those impacts may still be ahead.

The key US index, the S&P 500, was up 3.7% in September, and +17% over the last 12 months. The Dow Jones was up 2.2% 
for the month, and 11.5% for the last 12 months. For Nasdaq, the figures are +6% for the month, and +25.4% for the year. 

Other notable performances over September include Japan (+6.5%) and Russia (-6.1%). European markets were broadly 
positive.

The Australian share market has lagged the US and Asia in recent months. The ASX 200 was slightly lower over the month, 
up +10.56% for the year.
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In the United States, Economic Data Is Strong
Equities reached new all-time highs during the month, despite typical September wobbles, with momentum looking to carry 
the market into the usually firm final months of the year. The Federal Reserve has confirmed its dovish pivot, the US dollar 
has resumed its weakness (generally good for shares but bad for inflation) and volatility remains subdued. The key message 
from markets is that central banks are willing to tolerate higher inflation to stabilise employment. That is a powerful tonic 
for markets. Moreover, while the current economic environment is spotty, forward indicators show resilience.

In the US, the second quarter GDP growth rate was revised up to 3.8%. Consumer spending was stronger than previously 
reported after figures were revised higher, growing at an annualised rate of 2.5% compared with 1.6% in the previous 
estimate. The growth in GDP was up from 3.3%, though first-quarter growth was revised lower to a 0.6% contraction.

The key Institute for Supply Management (ISM) Services index rebounded in the US, and while manufacturing remains 
subdued, it has moved off its lows. A typical progression is that as the ISM moves higher, retail sales recover, exports pick up, 
earnings grow, corporate confidence improves, capex expands, and payrolls rise.

On the US stock market, cyclical sectors are starting to outperform, and the bull market led earlier in the year by mega-tech 
companies is broadening out to include small caps, commodities, financials and industrials – suggesting that the economy 
will be on firmer footing in the coming year. 

The surge in capital investment, much of it linked to the adoption of AI and automation, is accelerating. Companies are 
deploying these technologies to boost output and control costs. This productivity boom allows the economy to grow at a 
faster, non-inflationary pace, giving the Fed the flexibility to remain accommodative.

Of course, this positive outlook is not without risks. An oil price spike or higher-than-expected tariff-induced inflation could 
curtail the Fed’s easing cycle. Geopolitical tensions are still a wildcard capable of disrupting sentiment. High valuations 
mean that any correction could be severe. 

However, risks should not obscure the positive outlook. Inflation may flare, geopolitics can surprise, and positioning looks 
stretched, yet the bigger picture is still supportive. Liquidity stays abundant, central banks are trending towards cutting, and 
households and corporates are feeling confident.

Australian Economic Data
Australia’s August CPI shock at 3.0% – above the 2.9% consensus forecast – triggered market repricing, with bond yields 
rising and November rate cut odds falling below 50%. The trimmed mean estimate, a key measure of underlying inflation, 
eased to 2.6% year-on-year in August, down from 2.7% in July and 3.4% a year earlier. However, this monthly series excluded 
electricity’s annual rise and other significant price swings. 

Bond traders responded by sharply reducing expectations for further interest rate cuts, and the Australian dollar climbed 
while three-year government bond yields rose above 3.5%. 

The inflation data prompted major banks to revise down their forecasts for rate cuts, a stark shift from earlier expectations 
that had fully priced in a November rate reduction. Bond traders are now anticipating just one more cut this cycle, likely in 
February, down from two earlier in the month. 

Bond Markets, Currencies and Commodity Prices
Bond yields were down in the US but generally slightly higher elsewhere. US 10-year bonds ended the month at 4.16% and 
Australian bonds at 4.35%. 

The AUD/USD exchange rate closed the month at US$0.66, a slight rise. 

Commodities markets were strong, particularly precious metals gold and silver. Gold charged ahead and hit new all-time 
highs, up 9% for the month and 44% year-on-year. Silver was up 15% for the month, and up 50% year-on-year. With risks of 
a global recession having moderated since the beginning of the year, the diversification benefits of commodities are more 
attractive at the margin and precious metals offer a refuge of sorts.

The bull market in gold started when Russia invaded Ukraine in February 2022. In response, the United States and its allies 
froze the international reserves of Russia’s central bank. That convinced the central banks of countries with autocratic 
governments, which are hostile to the US, to increase their gold purchases.

While the sharp spike in price might mean gold is overbought and due for consolidation, our bullishness is supported by 
central banks that are increasing the percentage of their international reserves in gold. International gold reserves currently 
account for 15% of international reserves, according to the IMF – up from 9% when Russia invaded Ukraine.
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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

Copper was a feature, up 5.3% for the month, and 5.7% year-on-year. Copper is nicknamed “Dr Copper” because its 
widespread use in industries like construction, manufacturing, and energy makes its price a strong leading indicator for the 
health of the global economy. When demand for copper rises, it suggests economic expansion, while falling demand can 
signal an economic slowdown, acting like a diagnostic tool for the economy’s “health”.

Copper has long been regarded as a cornerstone of the global energy transition. Its role in wind turbines, solar farms, 
electric vehicles (EVs) and power grid infrastructure has underpinned a steadily rising demand profile. However, the metal 
is now also riding two additional megatrends: artificial intelligence (AI) and increasing global military expenditure – both of 
which are poised to add further strain to a market already facing supply bottlenecks.

Crude oil was slightly down for the month, and is still down 5% year-on-year. Iron ore climbed back above US$105/tonne, 
and is up 13% year-on-year, supported by Chinese stimulus measures. 

ASX miners benefited from higher iron ore and gold prices in September, with the iron ore price back above $100/tonne, and 
gold up sharply. 

A developing theme is the possible emergence of the global commodities cycle, which could see a rotation out of overpriced 
banks and into miners. The pro-cyclical rotation was evident in the outperformance of the ASX 200 Resources sector, which 
gained +6.1% for the month, while the ASX 200 Industrials declined -2%. 

Conclusion
Another month of gains on global share markets across most industry sectors and countries, aided by central banks in the 
mood to cut rates. This is despite sticky inflation and President Trump’s unpredictable tariff deals. As markets become more 
expensive, we remind investors of the importance of prudent stock selection based on fundamental metrics rather than 
chasing the extended momentum trade.

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

