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Global equity markets delivered mixed performance in June with rotation out of 

Mega AI/Tech to cyclical, value, and small‑cap stocks. 
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About your Multi-Asset Balanced  
Separately Managed Account
Strategy Facts
The objective of the portfolio is to match or 
outperform the benchmark over rolling 5-year 
periods by providing a moderate level of capital 
growth and income through exposure to a 
diversified portfolio of growth and defensive 
investments.  

Strategy Features
•	 The long-term average exposure to growth assets 

(including shares, property and alternatives) is 
expected to be approximately 50% growth and 
50% in defensive assets (including cash and fixed 
interest). 

•	 The aim is to produce moderate capital growth in 
a medium to long-term time frame. 

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

Strategy Benefits
The portfolio is expected to have lower short‑term 
fluctuations in value than the other more 
growth‑based investment portfolios. 

The managed account structure ensures faster 
portfolio implementation and rebalancing, avoiding 
delays in timing – an advantage during volatile 
market conditions. 

Risk Management
The portfolio is intended to be a medium to high 
risk investment. Growth and defensive asset 
allocations are actively managed according to 
market conditions and in line with the portfolio’s 
investor risk profile.  

Clime’s investment process seeks to mitigate risk by 
undertaking ongoing portfolio alignment reviews to 
ensure investments and asset allocation continue 
to match return objectives and the portfolio’s 
investor risk profile. 

Leo Economides
Chief Investment Officer

Top 5 Holdings

Investment Weight

Vanguard MSCI Index International Shares ETF 10.2%

Vanguard MSCI Index International Shares 
(Hedged) ETF

8.5%

TORICA ABSOLUTE RETURN INCOME FUND 7.8%

Vanguard Australian Government Bond Index ETF 6.6%

VanEck MSCI International Quality ETF 5.0%

Active Allocation

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

Australian Equities
Large
23.7%

International 
Equities 

28.7% 

Property
6.9% 

Income 
Securities
30.8% 

Cash
9.5%

Australian Equities
Small
0.5%

Performance

1 Month 3 Months 6 Months 1 Year Since Inception#

Net Portfolio Return* 1.5% 6.3% 6.8% 12.8% 5.8%

Benchmark^ 1.1% 6.1% 4.1% 8.3% 5.4%
*	 Portfolio net return is based on the change of the underlying holdings unit price, including distributions and franking
^	 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 1.5% in June, outperforming its benchmark, which returned 1.1%. The 
key drivers of performance and the major portfolio changes are outlined in the tables below.

Positive Attributors Comment

Vanguard MSCI Index International 
Shares ETF (VGS.ASX)

Vanguard MSCI Index International Shares ETF (VGS) – VGS gained as developed market 
equities rallied, with technology and semiconductor stocks among the strongest 
performers. Its broad exposure to major global companies, including Nvidia, Apple, 
Microsoft, Amazon, Broadcom and Micron, supported the fund’s positive contribution.

VanEck MSCI International Quality ETF 
(QUAL.ASX)

VanEck MSCI International Quality ETF (QUAL) – QUAL benefited from the rebound in 
global equities during June, supported by renewed optimism toward AI and technology. Its 
exposure to highly profitable market leaders, including Microsoft, Nvidia, Broadcom, Meta 
and ASML, helped drive its positive return.

Negative Attributors Comment

Newmont Corporation Registered 
Chess Depositary Interests Repr 1 Sh 
(NEM.ASX)

Newmont Corporation (NEM) was a detractor, returning -11.1%. Performance was impacted 
by the new Federal Reserve chairman vowing to tackle inflation hard. This stance drove 
US dollar strength higher and resulted in a weaker gold price, directly lowering revenue 
expectations for the global gold producer.

Portfolio Activity

Buy Rationale

Rio Tinto Limited (RIO.ASX) Rio Tinto (RIO) was introduced as an underweight position to manage ASX 300 tracking 
error while mitigating near-term valuation risks. As a low-cost, diversified global miner, 
RIO holds tier-one assets heavily levered to the global energy transition through copper, 
aluminium, and lithium exposure. Although generating robust free cash flows and fully 
franked dividends, the company remains exposed to commodity cyclicality and a high 
structural dependence on China, which accounts for 56% of earnings.

Ansell Limited (ANN.ASX) Ansell Limited manufactures premium protective gloves, focusing on high-margin specialty 
protection and premium brands rather than low-cost commodity products. The business 
is structurally supported by tightening global safety regulations and expanding healthcare 
demand from ageing populations. Furthermore, strategic acquisitions expand high-margin 
exposure to sticky, high-barrier safety channels across cleanrooms and data centres 
levered to artificial intelligence infrastructure. We will initiate a position in this quality 
defensive asset to capture these structural safety trends.

Arena REIT (ARF.ASX) We introduced Arena REIT (ARF) at an initial 0.40% portfolio weight, planning to expand 
exposure up to 1.50%. ARF owns over 300 social infrastructure assets under triple-net 
leases with an 18-year WALE. At $3.22, it trades below its $3.84 valuation, offering a 6.00% 
quarterly yield. Although forecast distribution growth has slowed to 4% relative to its 7.1% 
historical average, we believe ARF is well positioned to grow in the future, with external 
childcare providers to become important social infrastructure in Australia.

Sell Rationale

Dexus (DXS.ASX) We are exiting Dexus (DXS). The stagflationary environment, characterised by persistent 
interest rates and rising debt costs, continues to erode commercial office asset values via 
high capital outlays and tenant incentives. Furthermore, corporate governance failures 
regarding the APAC court ruling have compromised investor trust, rendering the $8.95 
NTA valuation unjustified. Operational and governance risks now significantly outweigh 
potential returns, as the company continues to struggle to grow income amid a bleak 
economic outlook.
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Market Commentary

Global equity markets delivered mixed performance in June with rotation out of Mega AI/Tech to cyclical, value, and 
small‑cap stocks. The S&P 500 major US index fell 1.1% in June – and has risen by 22% across the last 12 months. The Global 
MSCI index was also down 0.8% for June and up 21% for the 12 months to June 2026.

The US market was being powered by the American technology giants and the AI boom, plus remarkable corporate earnings 
growth. Once again, the USA has found a way to reinvent itself by developing new technologies to increase its profits over 
the trailing 12 months to June 2026, with EPS growth of between 20% and 24% p.a.

The Global Outlook
While the US continues to lead the world with its technological advancements, the world economy is generally looking 
at higher inflation and potential issues of stagflation and recession. Growth through 2026 will be challenged by the Iran, 
Middle East and Ukraine wars, but we are hopefully seeing improvements on the Iran side, with a settlement potentially on 
the cards with a 60-day ceasefire period and opening of the Strait of Hormuz.

As a result, we saw the oil price fall dramatically in June 26, from a high of $USD 95 to $USD 73, a fall of over 23%. It will take 
a while for oil markets to normalise, even if the Iran war settles.

The ‘risk-free’ rate has risen and fallen over the last few months, sustaining the major expansion in equity valuations. It is 
unclear what might trigger a change in this trend, and it is more likely than not that we will see continued strength in equity 
values, albeit at historically high P/E multiples.

Most developed world share markets had mixed results in June. As mentioned above, the S&P 500 was down 1.1%. The 
Nasdaq was down 2.8%, while the Dow Jones was up 2.7%. Japan rose 5.7%, while Germany fell 2.8%. Britain was flat, 
France up 0.44%, and Australia up 0.55%, with Korea down 3.55% (an extremely volatile month for Korean shares) and 
Shanghai up 0.9%.

Annual Returns to June 2026
Major markets had very different returns for the last 12 months, as shown in the table below. Interestingly, as the AUD has 
strengthened over the last 12 months, the high returns in most markets have been reduced by the impact of the $AUD 
movement over 12 months. 

This not only highlights the benefits of diversification but also the impact of currency movements. The Australian share 
market may have lagged other markets, but after currency effects, dividends and franking, the difference is reduced 
significantly.

Most notable are the strong returns of Korea and Japan.

Market
12-Month Return to June 2026 

(Local Currency) 12-Month Currency Impact 12-Month Return in AUD

MSCI Global 20.8% 9.2% 10.7%

Dow Jones 15.7% 9.2% 6.0%

SP500 22.2% 9.2% 11.9%

Nasdaq 32.4% 9.2% 21.3%

Germany 5.0% 10.4% -4.9%

Britain 18.8% 11.4% 6.7%

France 6.8% 10.4% -3.3%

Japan 76.0% 20.7% 35.7%

Korea 175.9% 21.6% 126.9%

China 18.1% 3.1% 14.5%

Australia 2.2% 0.0% 2.2%
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Australia Lagging Behind
The Australian share market has lagged peers over the year to June 2026. From the table above part of this can be made up 
from the appreciation of the $AUD over the period. Past that, Australia has had lower GDP growth and weaker productivity, 
which are showing in the returns in Australian stocks. Return on equity and EPS growth has been falling for some time and 
this is being reflected in the overall performance of the Australian Index. Further detractors include higher energy costs and 
high labour costs continue to make it hard for Australian Companies to outperform. Australia does not currently have the 
growth dominance that we see in US Tech and AI businesses, which not only perform well themselves, but also support 
associated businesses (e.g. growth in data centres) which provide additional economic activity in the building space and 
other areas of the economy.

For the 12 months to 30 June 2026, we saw large movements in different sectors of the Australian market as follows:

Sector 12-Month Return to 30 June 2026

Materials 47%

Consumer Staples 10%

Energy 9%

Utilities 6%

Industrials 2%

Financials -2%

Consumer Discretionary -4%

A-REITS -5%

Communication Services -12%

Information Technology -37%

Health Care -37%

Again, this highlights the benefits of diversification, especially in markets like Australia where the market is dominated by 
Banks/Financials and Materials.

Australian Economy and Federal Budget
The Australian economy still has some headwinds, with lower GDP Growth, higher inflation, weak productivity, housing 
affordability is an issue and pressure on real wages. This cocktail of factors is causing a stagflation risk, and a potential 
recessionary environment, especially in the household sector where the impacts of increasing interest rates are felt the 
most.

The Australian Federal Budget marked one of the more consequential shifts in wealth, tax and investment policy in years. 
The objective here seems to be standardising the tax on all sources of revenue (Personal, Corporate and Family Trusts) so 
that a minimum of 30% is paid on all capital gains. Corporate entities seem to be the favoured vehicle going forward, shifting 
the focus from family trusts.

The Australian Federal Budget also included a tightening of negative gearing rules for residential housing, which is likely 
to focus gearing strategies to equities and other business investments. Whilst negative gearing remains for grandfathered 
arrangements and new housing stock, the traditional use of negative gearing for real estate may be on the way out.

These budget measures have now been passed through parliament with minor changes.

Key Economic Indicators
Australian Inflation is sitting at around 4%, above the government’s desired range of 2% to 3% p.a.

Whilst GDP growth is at around 2%, the GDP per capita growth is still negative over the last 4 ½ years, i.e. since 
December 2021.

The combination of these two factors is causing investors and economic commentators concern, and this is showing in the 
real economy, where there are risks in different parts of the economy, including first home buyers and mortgage holders. 
The corporate sector seems to be adapting to the economic slowdown, but this can only be managed for so long, before the 
corporate sector shows additional weakness. Clearly materials are still performing well, and this is a key factor in keeping 
the Australian corporate sector in the positive. 
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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. 

Clever investing made easy
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Commodity Markets – Focus on All Materials
Materials have strongly benefited from the surging growth in Tech and AI and the Energy transition from Coal and Petrol 
to Renewables and EVs. Materials like Copper and Lithium are essential in these new technologies and other materials will 
continue to benefit over time.

What is also interesting is the flow on activities from these growth sectors, where various parts of the supply chain benefit 
from this growth. Data centre growth is a great example, and it directly benefits building construction and computer 
hardware and services sectors, for example.

Commodity prices were mixed across June, with crude oil down 23%, gold down 12%, copper down 2%, and iron ore 
managed to stay just above US$100/t. 

Australia benefits from these strong price levels, and this is expected to continue over the near to medium term.

Government Bonds
Global sovereign yields were largely unchanged over the month, but with a positive tone as markets factored in the falling 
price of oil. US 10-year Treasuries ended June at 4.422% (down 3bp), Australian 10 years at 4.77% (down 6bp), UK gilts at 
4.77% (down 4bp), and German bunds at 2.86% (down 7bp). With the uncertainty created by the war, we expect ongoing 
volatility in bond markets as oil prices, inflationary pressures, hits to confidence, and supply disruptions endure.

The Australian dollar was barely changed against the USD and ended the month at US$0.689. 

Conclusion
Australia has lagged global share market returns but performed “OK” due mainly to mineral prices, in comparison to the USA 
which has shown strong gains in earnings due to the continued Tech and AI boom. Index PE Ratios are historically high in 
both the US and Australia due to low interest rates in both markets, with the USA having much stronger EPS growth to justify 
the current PE Ratios. Australia has lower EPS growth caused by structural issues in the local economy as outlined above.

•	 SP500 has a current average PE ratio of 25.5 x (27.9 in June 2025)

•	 Nasdaq has a current average PE ratio of 31.8 x (33.8x in June 2025)

•	 ASX 200 has a current average PE ratio of 20.1 x (19.7 in June 2025)

With the likely (hopefully) end to the Iran/Middle East War, we should see lower volatility and more stability in global 
markets. That said, markets are at historical highs on several metrics, and caution should be observed. 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.

Investors should always focus on quality, cashflow and sustainable yield. Whilst in past years momentum and growth stocks 
were in favour, we believe that Value Investing is now once again the prudent way to invest. Whilst interest rates could 
fall further (especially in the USA), investors should position portfolios to be more resilient to rising interest rates, higher 
inflation and geopolitical tensions.


