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March was a negative month for financial markets, as the conflict in the Middle East and

rising geopoliticél tensions decisively shifted the macro narrative, worsening the balance of

risks and increasing the likelihood of stagflation (high inflation and low growth).
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Strategy Facts Strategy Benefits

The objective of the portfolio is to match or The portfolio is expected to have lower short-term
outperform the benchmark over rolling 5-year fluctuations in value than the other more

periods by providing a moderate level of capital growth-based investment portfolios.

growth and income through exposure to a

diversified portfolio of growth and defensive The managed account structure ensures faster

portfolio implementation and rebalancing, avoiding

Investments. delays in timing - an advantage during volatile
market conditions.
Leo Economides
. Chief Investment Officer

Strategy Features Risk Management
« The long-term average exposure to growth assets  The portfolio is intended to be a medium to high

(including shares, property and alternatives) is risk investment. Growth and defensive asset

expected to be approximately 50% growth and allocations are actively managed according to

50% in defensive assets (including cash and fixed market conditions and in line with the portfolio’s

interest). investor risk profile.

« The aim is to produce moderate capital growth in  Clime’s investment process seeks to mitigate risk by

a medium to long-term time frame. undertaking ongoing portfolio alignment reviews to
ensure investments and asset allocation continue
to match return objectives and the portfolio’s
investor risk profile.

+ Suited to investors who are seeking some capital
stability as well as some growth to protect asset
values against the effects of inflation.

Top 5 Holdings Active Allocation

Investment Weight Australian Equities . N
Large Australian Equities

Vanguard MSCI Index International Shares ETF 9.5% 23.4% s(;n;l,ol

TORICA ABSOLUTE RETURN INCOME FUND 8.2% / International
) Equities
Vanguard MSCI Index International Shares 7.9% 26.4%

(Hedged) ETF
Vanguard Australian Government Bond Index ETF 6.9%

FRANKLIN AUSTRALIAN ABSOLUTE RETURN BD W 4.8%

Income
Securities

32.3%

Property
o———— 6.8%

Note: the sum here may not add up to 100% due to rounding
Performance

1 Month 3 Months 6 Months 1Year Since Inception?

Net Portfolio Return* -4.2% 0.4% 1.6% 10.3% 5.2%
Benchmark” -3.6% -1.8% -1.2% 7.0% 4.8%

* Portfolio net return is based on the change of the underlying holdings unit price, including distributions and franking.
A Benchmark refers to Morningstar Australia Balanced Target Allocation NR AUD.
# Portfolio inception date March 2022, benchmark inception date June 2021.
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Portfolio Commentary

The Clime Multi-Asset Balanced Portfolio returned -4.2% in March, underperforming its benchmark, which returned -3.6%.
The key drivers of performance and the major portfolio changes are outlined in the tables below.

Positive Attributors Comment

Woodside Energy Group Ltd (WDS.ASX) Woodside Energy (WDS) positively contributed during March, with performance driven
by a significant rise in the oil price as a result of conflict in the Middle East. WDS' earnings
and share price are highly correlated to the oil price, which is reflected during periods of
upcycles and downcycles.

Ampol Limited (ALD.ASX) Ampol (ALD) contributed positively in March, driven by stronger refining margins following
disruption to Gulf refinery capacity amid Middle East conflict. This supported an improved
earnings outlook for the Lytton facility, while increased government support for domestic
refiners enhances downside protection and reduces earnings volatility.

Negative Attributors Comment

BHP Group Ltd (BHP.ASX) BHP Group (BHP) underperformed in March as weakening commodity prices and
heightening concerns over a global economic slowdown weighed on the materials sector.

National Australia Bank Limited National Australia Bank (NAB) detracted from performance in March, as rising oil prices and

(NAB.ASX) higher interest rate expectations weighed on sentiment toward the banking sector. Markets
grew more cautious on the outlook for credit growth and asset quality, particularly given
NAB’s relatively higher exposure to more energy-sensitive sectors. While earnings remain
supported in the near term, the risk of provisioning and slower growth has increased.

Portfolio Activity

Buy Rationale

No trades
Sell Rationale

No trades

Market Commentary

March was a negative month for financial markets. The conflict in the Middle East and rising geopolitical tensions have
shifted the macro narrative decisively, with the balance of risks worsening and the chances of stagflation (high inflation, low
growth) increasing. The world faces yet another energy shock. The war in the Middle East is affecting the region and well
beyond, and dimming the outlook for economies that had recently shown signs of recovery from earlier crises.

Beyond the human toll, the war has caused serious disruption to the economies of the most directly affected countries,
including damage to their infrastructure and industries that could become long-lasting.

Meanwhile, large energy importers in Asia and Europe are withstanding the worst of higher fuel and input costs:
approximately 25 to 30% of global oil and 20% of liquefied natural gas pass through the Strait of Hormuz, feeding demand
not only in Asia but also in Europe. Economies heavily dependent on oil imports in Africa and Asia are finding it increasingly
hard to access the supplies they need, even at inflated prices. Australia, despite its resource wealth, finds itself vulnerable to
this energy shock.

The inflationary impact is concerning. The cost of energy is the main transmission channel. The de facto closure of the Strait
of Hormuz and damage to regional infrastructure have produced the largest disruption to the global oil market in history,
according to the International Energy Agency. For fuel importing economies like Australia, the effect is that of a large,
sudden tax on income.

The shock is global, yet asymmetric. Energy importers are more exposed than exporters, poorer countries more than

richer ones, and those with meagre buffers more than those with ample reserves. Although the war could shape the global
economy in diverse ways, all roads lead to higher prices and slower growth. The inflation consequences of oil prices depend
on a sustained increase, not a spike. The only good news is that the world has become less oil dependent to produce
economic activity.
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Supply Chains

The war is also reshaping supply chains for non-energy and critical inputs. Rerouting tankers and container ships raises
freight and insurance costs and lengthens delivery times. Air traffic disruptions around key Gulf hubs affect global tourism
while adding another layer of complexity to trade.

In addition to higher commodity prices, countries, companies, and consumers already face the effects of these supply chain
complications. With shipments of fertilizer—of which about one-third passes through the Strait of Hormuz—disrupted,
concerns about food prices are mounting. The interruption of crop-nutrient supplies from the Gulf threatens yields and
harvests, pushing food prices higher.

As usual, the most vulnerable will bear the heaviest burden. People in low-income countries are most at risk when prices
rise because food accounts for about 36% of consumption on average, compared with 20% in emerging market economies
and 9% in advanced economies. That makes any spike in fertilizer and food prices not just an economic problem but a
socio-political one, especially where fiscal resources to cushion the blow are limited.

Global Shares

Global equities sold off through the month, with most major markets down between 5%-13%. The S&P 500 index fell ~5.0%,
the Dow Jones was down ~5.2%, and Nasdaq was off ~5.0%. Japan fell 11%-13%, the UK was down ~6.7%, France was off
~8.9%, and Germany down ~10.3%. China’s Shanghai index fell ~6.9%. The ASX 200 fell ~7.8%.

US inflation continues to run above the Federal Reserve’s target and labour markets are still firm. Despite this, the Federal
Reserve had delivered multiple rate cuts under significant political pressure. The appointment of Kevin Warsh as Chair,
due to take over from Jay Powell in May, introduces policy uncertainty: markets debate whether institutional orthodoxy or
executive preference will dominate.

Australia: Expect Higher Inflation

Australian inflation stays uncomfortably above the target amid tight labour market and expansionary fiscal settings at both
Commonwealth and State levels. The RBA’s February hike reflected concern that the prior 2025 easing was premature, but in
retrospect it might have been better to observe how the energy shock affects the economy. Policy credibility now hinges on
re-anchoring expectations without inducing an abrupt slowdown.

We will have to wait and see how long the disruption to fuel supplies lasts. There has been a rapid pass-through of higher
fuel and other oil-derived product prices into other prices in Australia. It is likely that the RBA will respond to this pricing
behaviour by tightening monetary policy by more than would have been needed absent that pass-through.

The halving of fuel excise, announced by National Cabinet at month end, reduces the near-term outlook for headline CPI
inflation, but a peak of above 5% year-on-year in the June quarter is still likely. The announcement also does not affect
prices of other oil-related products, including aviation fuel and various plastics, or any price increases from damage to gas
and other production facilities in non-combatant Gulf states. Much of the second-round pass-through of prices is therefore
likely to remain in place, and we continue to expect trimmed mean inflation to peak around 4% later this year.

The higher cash rate profile will weigh on Australia’s economic outlook. Growth will be slower, especially consumption, and
the labour market will be softer.

Commodities, Bonds and Currencies

Commodities were mixed across March, with crude oil up around 45%-50%, Brent up around 55%-65%, while Gold, Silver
and Platinum all declined relative to February. Copper was slightly weaker, but iron ore managed to stay above US$100/t.

In our view, the medium-term thesis for firm commodity prices remains intact: fiscal expansion, rearmament, electrification,
Al-related infrastructure build-out and currency debasement dynamics are supportive of real assets.

Global sovereign yields rose over the month as markets began to factor in the inflationary pressures from the energy shock.
US 10-year Treasuries ended March at 4.32% (up 36bp), Australian 10-year yields at 4.97% (up 36bp), UK gilts at 4.92% (up
69bp), and German bunds at 3.01% (up 36bp). With the uncertainty created by the war in the Middle East, we expect rising
volatility in bond markets as oil prices, inflationary pressures, hits to confidence, and the course of the war play a part in
market volatility.

The Australian dollar fell against a resurgent USD and dropped to below US$0.70, ending the month at US$0.69.

Conclusion

As always, we suggest a prudent policy of asset class diversification, a focus on quality and sustainable yield, and a strategy
of riding out short-term market volatility by focusing on long-term performance.
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All statistics referenced are sourced from the named Company’s ASX announcements or share prices unless otherwise stated.
The information contained in this document is published by the Clime Asset Management Pty Limited, ABN 72 098 420 770, AFSL 221146. The information contained herein is

not intended to be personal advice and does not take into account your personal circumstances, financial situation and objectives We encourage you to obtain advice from
your Financial Adviser, and to consider the Information Memorandum, before making any investment decision. Please be aware that investing involves the risk of capital loss

and past results are not a reliable indicator of future performance and returns.




