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Most global share markets posted another month of gains, marking the

sixth or seventh consecutive monthly increase in a row.
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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 both 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.
Y 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 primarily
achieved through 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 compared with equity markets.

At times, the level of cash or cash equivalents may
be higher where elevated market uncertainties Jun Woo Jung
present an elevated risk of capital loss. Investment Analyst

Top 5 Holdings Portfolio Sectors

Senior Debt

o . . Cash 32.3%
Security Weighting (%) 37% B

Clime contributory scheme CCS KLV trust 8.4% Orher Equities

SBS CC Series 5 Trust 8.3% ?igsft Property

Preference ——o

SBS Mortgages 8.2% Shares &

. . T-1 Capital Notes
Monark Prime credit fund 4.2% 1.9%

Macquarie Bank FRN 3.1%

) ) ) Subordinated
High Yield Credit Debt

30.9% 22.0%

Performance

3 Years 5 Years Since
1Month  3Months 6 Months 1Year p.a* p.a* Inception p.a*

Net Portfolio Return (Retail)** 0.5% 2.2% 4.4% 7.5% 5.9% 5.5% 4.39%

Income 0.0% 1.4% 2.9% 5.8% 4.3% 3.9% 3.5%
Capital Growth 0.5% 0.8% 1.5% 1.8% 1.6% 1.7% 0.9%
Volatility 1.1% 4.0% 4.9% 5.3%
Benchmark 0.6% 1.7% 3.5% 7.3% 7.3% 57% 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 portfolio returned 0.48% in October 2025 while the 3m return was 2.15%. The Australian 10-year bond yield closed
roughly steady for the month at 4.31%, after touching a low of 4.09%.

Historically, markets have exhibited heightened volatility in October, and we believe current conditions are further
influenced by the ongoing tariff tensions between China and the United States. As discussed in the Fund’s September
Quarter 2025 Report, it is now evident that both nations possess significant economic leverage, each capable of inflicting
material harm on the other’s economy.

We believe that the longer this dispute persists, the more inflationary pressures arising from the tariffs will materialise in the
United States, an outcome that Federal Reserve Chair Powell has reiterated in recent remarks. Nonetheless, as previously
stated, we remain cautiously optimistic that the current impasse will ultimately result in a mutually beneficial resolution,
even though broader strategic tensions are likely to persist over the longer term. Our assessment was validated by the
outcome of the meeting between Presidents Trump and Xi in Busan, South Korea, on the sidelines of the APEC Summit on
30 October 2025, where a one-year truce was reached after less than two hours of discussion.

This brings us to the latest US inflation data which has a good and bad news situation. The bad news is that the trade war
continues to gradually push up inflation, with the latest print reaching the 3% mark, its highest point since the tariff war
started in April 2025. The good news is that it is below Wall Street consensus forecast of 3.1%, which suggests that another
rate cut in the US is very likely. Indeed, when the FOMC met on the October 28-29, the US Federal Reserve lowered the rate
by 0.25% to 3.75%-4.00%. However, instead of reiterating two more cuts this year was “given” in September, Chairman
Powell now doubts on whether the December 2025 cut is certain.

In local labour statistics, the September 2025 seasonal adjusted unemployment rate increased to 4.5% from 4.3% due in part
to the increase in participation rate and more jobs were lost than gained during the month. This is slightly ahead of market
expectations. Immediately following the poorer unemployment print, the consensus changes their view and believe the
chance of a rate cut in November 2025 is high. However, we do not feel the need to cut given that the trend unemployment
rate remains steady at 4.3%. We think RBA should focus on the inflation fight at this critical juncture which is harder to
maintain if the inflation reemerges just when it is stabilising. We view the tariffs and geopolitical tensions between our
biggest defence partner, the USA and our biggest trading partner, China, is far from settled. This is likely one of Australia’s big
picture risks over the next few years. Thus, we think it is better for RBA to lean to the side of caution and not risk yet another
runaway inflation as experience recently.

The probability for this prediction is now even higher as the September quarter Inflation print in Australia is ugly, coming

in at an annual pace of 3.2%, up from 2.1% in the June Quarter 2025. Headline inflation rose by 1.3 per cent in the quarter,
which was the highest quarterly rise since March 2023. The trimmed mean measure of inflation, which is the RBA’s preferred
measure of underlying inflation, also rose in September, from 2.7 per cent to 3 per cent. The main issue is as we have
forecasted, the energy price spike of 23.6% contributed materially to this jump in the latest inflation print. This is because
energy is the basis of all economic activities, even the food we consume is energy. This means that energy must feed into all
economic activities in every sector. Thus, if the energy cost cannot be contained, the inflation will not easily come back or be
contained.

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%, as we transition toward a fixed interest-oriented Australian income fund.

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 concessionally taxed, further reducing taxation burden.

As of the end of October 2025, the Fund maintained a cash allocation of just under 5%, with around 85% allocated to fixed
income assets. We will continue to monitor opportunities within fixed income markets, particularly considering ongoing
geopolitical uncertainties.
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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.

Portfolio Activity
:{V) Fixed Income Assets
Ampol 30nc8.25 subordinated debt Participated in the primary offering on this 30nc8.25 fixed rate subordinated notes. The

demand was huge and with the final price was set at a yield of 5.88%. Demand for this
paper was very strong given them at opportunity to price about 30bp tighter compared
to the indicative initial price. Despite this, we were scaled back significantly. This
subordinated paper is rated BBB-.

Credit Union Australia 3y senior debt Participated in the primarily offering on the 3y senior debt paper which is priced at 0.93%
over the BBSW90. Demand for this paper was very strong given them at opportunity to price
it 7Tbp tighter compared to the indicative initial price. CUA is rated BBB+.

Patrick Terminal 5y and 10y senior Participated in the primarily offering both 5y and 10y senior debt papers. The final prices

papers were 5.107% and 5.549% respectively. This infrastructure debt has a credit rating of A-
(Stable) by Fitch | Baal (Stable) by Moody’s. Demand for this paper was very strong given
them at opportunity to price it 22 -23 tighter compared to the indicative initial price.

People’s Choice 4y senior FRN Participated in the primarily offering on the 4y senior debt paper which is priced at 1.05%
over the BBSW90. Demand for this paper was strong resulting in about 2x covered. The
issuer was able to get away with 5bp tighter compared to the indicative initial price. This
debt paper is rated BBB+.

Police Bank 3y senior FRN Participated in the primarily offering a 3-year FRN issued by Police Bank. The final price was
1.05% over the BBSW90. This is a short duration paper that the the Fund intends to harvest
interest at levels higher than those would have been offered by major banks. The ADI has a
credit rating of BBB+ (stable) by S&P and Fitch and the demand was twice covered.

SELL Fixed Income Assets

SCG 10y fixed rate senior September Took some profit of these SCG papers to reduce our property corporate debt exposure and
2035 bond and 30 September 2031 call  reduce our modified duration marginally as we increase our exposure to infrastructure
date subordinated floating rate notes sector.

Westpac senior and subordinated debts Took profit on the WBC debts as the spread for this paper is tighter compared to its peers
with similar tenor and rating.

BUY Equity Assets

AGL Energy Limited (AGL.ASX) We reintroduced AGL.ASX after being absent in the portfolio for 5 to 6 years. We are
encouraged by their good progress in their energy transition to renewable energy. Equally
important and making strong commitment to transition to renewable energy sources. We
believe AGL.ASX is trading well below our valuation and will pay an attractive fully franked

dividend.
SELL Equity Assets
ANZ group Limited, Arena REIT (ARF. We continue to take some profit as the prices of these stocks move higher with the market.
ASX) and Coles Group Limited
(COL.ASX)
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Market Commentary

Most global share markets posted another month of gains, marking the sixth or seventh consecutive monthly increase in a
row. The key drivers appear to be resilient economic growth in the US, strong Q3 corporate earnings, upgraded forecasts for
China, and a dovish Federal Reserve. To date, we have seen only limited impact from US tariffs on trade, inflation, corporate
profits, or the labour market, but further impacts may still be ahead. The US market posted eight new all-time record highs
for the month, and the Australian market posted four new record highs. Stock valuations are at lofty levels compared with
long-term averages.

The key US index, the S&P 500, was up 2.3% in October, and +20% over the last 12 months. The Dow Jones was up 2.5% for
the month, and 12% for the last 12 months. For Nasdag, the figures are +4.8% for the month, and +30% for the year.

A notable performance over October was Japan, where the Nikkei 225 spiked 16.6% over the month, leaving it up 36.7% for
the year. European markets were broadly positive.

The Australian share market has lagged the US and Asia in recent months. The ASX 200 rose around 0.4% over the month but
is up +8% over the last 12 months.

In the United States, Economic Data is Resilient

US equities reached new all-time highs during the month, despite volatility, with momentum looking to carry the market
into the usually firm final two months of the year. The Federal Reserve confirmed its dovish pivot with a 25 basis point rate
cut, its fifth reduction this cycle, but suggested that further cuts were not “a foregone conclusion”. The US dollar firmed over
October but remains around 8% lower versus a basket of major currencies than it started the calendar year.

The US federal government shutdown continued through the month with no signs of ending soon, and is likely to become
the longest in history. The shutdown only applies to around 25% of federal government spending and does not affect
essential services such as social security, Medicare, interest on debts, customs, hospitals and air traffic controllers. US
markets appear generally unfazed by the shutdown.

US third quarter earnings have been strong. Analysts projected that S&P 500 companies’ Q3 earnings rose by an average
of 10.7%, based on results already released and expectations for pending reports, according to FactSet. Entering earnings
season, analysts had expected an 8.0% rise.

The US and China announced an agreement partially rolling back tariffs implemented earlier this year. President Trump said
the total combined tariff rate on Chinese imports will fall from 57% to 47%. The pact extends to other trade issues, including
rare earth export controls, fentanyl trafficking, and US soybean exports.

After the strong gains in October, most major global stocks are well ahead for the calendar year-to-date, with perceived
winners from Artificial Intelligence particularly strong.

On the US stock market, Nvidia soared to become the first company in history to hit a US$5 trillion market value. The
concentration and dominance of the Big Tech stocks is becoming even more pronounced: eight of the ten biggest stocks
in the S&P 500 are tech stocks. Those 8 companies account for 36% of the entire US market’s value, 60% of the gains in the
index since the market bottomed in April and almost 80% of the S&P 500’s net income growth in the last year.

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. Sector rotation is typical of long running bull markets.

Overall, the data suggests the US earnings cycle is still in expansion, supported by resilient demand, easing input costs,
and improving margins across multiple industries, a constructive signal for equity markets and the durability of the current
corporate profit upswing heading into year end.

The positive outlook is not without risks. An oil price spike or higher-than-expected inflation could curtail the Fed’s easing
cycle. Geopolitical tensions are still a wildcard capable of disrupting sentiment. High valuations mean that any potential
correction could be severe.
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Australian Economic Data

September-quarter inflation data reset expectations for near-term rate cuts, hitting interest-rate-sensitive sectors hardest,
particularly the consumer discretionary and real estate sectors. The 12-month CPI inflation rate is high at 3.2% (up from
2.1% last quarter), and the annualised 3-month rate even higher. The main problem areas are housing rents, electricity, gas,
healthcare, tobacco, and education costs.

The RBA’s preferred trimmed mean measure rose by 1.0% in the quarter and is back up to 3.0% (previously 2.7%). The
outcome was the largest quarterly increase in prices since early 2024 and had been foreshadowed by recent monthly
price data. The quarterly increase was well above the RBA staff’s August forecast of 0.6% and above the consensus market
estimate of 0.8%.

Australia’s labour market is still tight and inflation stubbornly elevated, prompting RBA Governor Michele Bullock to signal
a more cautious approach to further monetary easing following three rate cuts earlier this year. Speaking at an economists’
dinner in Sydney, Bullock said the central bank needs “a bit more data” on jobs and prices before making its next policy
move.

Australia’s share market ended October on a subdued note, capping off a difficult few weeks marked by stock-specific
shocks and stronger-than-expected inflation data that dampened investor sentiment. The ASX has materially
underperformed global peers.

The big Australian diversified resource companies were stronger in October, with rising commodity prices and government
support helping some of the smaller miners. The main drag on the index was CSL, which has now lost around seven years
of gains, and Wisetech, where governance issues are highly problematic. The big banks were mostly flat, but with ANZ
outperforming on plans to revive the smallest of the Big Four.

For 2025 year-to-date, the ASX is lagging the US and other developed markets indexes. The big drags on the local market
continue to be CSL, Wisetech, Woolworths, and the overall dominance of two structurally weak sectors - banks and miners.

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 expecting just one more cut this cycle, likely in
February, down from two earlier in the month.

Bond Markets, Currencies and Commodity Prices

The market reaction to the Fed rate cut decision was most apparent in the US Treasury market, where yields jumped across
the yield curve, bringing the 10-year Treasury yield back above 4% as investors recalibrated expectations for the timing
and size of future cuts. Investors focused on Fed Chair Powell’s comment that another cut this year is not a “foregone
conclusion.”

The US dollar strengthened, as higher yields and the lower probability of added significant easing provided a tailwind. Bond
yields were little changed over the month. US 10-year bonds ended at 4.08% and Australian bonds at 4.31%.

The AUD/USD exchange rate closed the month at US$0.6544. The AUD fell -0.8% against the USD in October despite the Fed
cutting rates while the RBA held rates flat. But the AUD rose against the weaker Pound, Euro, and the much weaker Yen. The
Yen is suffering from a lack of confidence due to fears of inflationary fiscal and monetary policies under new LDP leader
Sanae Takaichi, but the weak currency served to spark the price of listed Japanese exporters.

Commodities markets were generally stronger, with some consolidation after earlier rapid movements. Gold and silver were
flattish over the month, but have risen by over 50% and over 60% year-to-date, respectively. Gold prices rose approximately
12% in the first half of the month, then fell around 10%, leaving the metal marginally higher by month-end despite volatility.
Copper is up 20-25% year-to-date, but crude oil is down 14-15% YTD.

With risks of a global recession having moderated since the beginning of the year, the diversification benefits of
commodities are becoming more attractive and precious metals appear to offer safe-haven benefits. Iron ore stays above
US$105/tonne, and is up a little year-on-year, supported by Chinese stimulus measures. It is possible that we are in the initial
stages of the next big commodities cycle, but currently many industrial commodity markets are suffering from weak prices
due to sluggish global demand and over-production.
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Conclusion

Another month of gains on global share markets across most industry sectors and countries, aided by central banks mostly
tending towards rate cutting. This is despite sticky inflation and President Trump’s unpredictable tariff deals. It is often said
that investors hate uncertainty, but the fact is that nothing is ever certain in markets. As markets become more expensive,
we remind investors of the importance of prudent stock selection based on fundamental metrics rather than jumping on the
long-momentum trade.

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

