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Past performance is not a reliable indicator of future performance.  
Total returns are calculated based on changes in net asset values and assumes the reinvestment of 

distributions.  
Total net Fund returns are quoted after the deduction of fees and expenses. Due to individual 
circumstances, your net returns may differ from the net returns quoted above. 

 

 

Investment objective  

Aims to outperform the Bloomberg AusBond 
Bank Bill Index over the medium term (before 
fees). It aims to provide higher income returns 
than traditional cash investments at all stages 
of interest rate and economic cycles. 

 

 

Key information 

Fund details  

APIR code MAQ0277AU 

Inception date 18 September 2003 

Fund size $3,317.2m 

Distribution 
frequency 

Monthly 

Management 
fee* 

0.492% pa 

Minimum 
investment 

(Direct) 
$20,000 

Unit prices and 
spreads 

macquarie.com.au/unit_prices 

 

*Read the Product Disclosure Statement for more 
details on fees and costs.  

 

Current sector breakdown 

 
 

Sector limits (min/max) 

Investment grade  0/100  

High yield 0/20 

Emerging markets debt 0/15 

Cash 0/100  

 

 

 

 
 
 
 
Asset allocation 
 Fund (%) 
Investment grade corporate^ 48.4 

Investment grade government 12.8 

Asset-backed securities 19.6 

High yield corporates^ 3.3 

Emerging markets corporate 1.7 

Emerging markets 
government^ 

2.9 

Cash 11.3 

Asset-backed securities include but are not 
limited to residential mortgage backed securities, 
bank loans and other credit related securities.  

^Fund holds 1.2% in investment grade, 0.9% in 

high yield and 0.1% in emerging markets credit 
hedges as synthetic cash (reduction in 
percentage of physical cash exposure). 

 

Region breakdown 

 
 

 

 
 
 
 
 

 
 
 

 
 
 
 
Credit profile breakdown 

 
Average credit rating: A 

BB and below include direct holdings and residual 
exposure to issuers held through our investment 
grade and emerging markets allocation. 

 

 

 

Fund statistics 
 % 

Credit spread duration 3.3 years 
Interest rate duration 0.9 years 
Standard deviation1 1.8% pa 

Yield to maturity2 1.3% pa 

Cash 11.3% 

Cash exposure through credit 
hedges3 

2.2% 

 
1 Statistical measure of variance of Fund’s post-
fee monthly returns from average post-fee return 
since inception, used as gauge of volatility.  

2 Pre-fee returns Fund would earn over next year 
based on current market conditions if there were 
no changes to interest rates or holdings. It is not 
an actual or estimated return.  

3 Credit hedges swap the return for underlying 
credit index for cash.  
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Cash and 

Investment grade

92% Australia 47.4%

United States 19.9%

Others 10.0%

Europe (excl. U.K.)
8.8%
UK 2.6%

Cash 11.3%
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 Total Fund 
return (gross) 

Total Fund 
return (net) 

Benchmark 
return 

Total excess 
return (net) 

1 month (%)  0.41 0.36 0.00 0.36 

3 months (%)  1.85 1.72 0.02 1.70 

1 year (%) 2.52 2.02 0.37 1.65 

3 years (% pa) 3.03 2.53 1.26 1.27 

5 years (% pa) 3.73 3.22 1.52 1.70 

10 years (% pa) 4.46 3.95 2.44 1.51 

Since inception (% pa) 5.25 4.74 3.78 0.96 

Fund performance to 31 December 2020 
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Fund highlights 

Financial markets ended a tumultuous 2020 with the expectation that the new year will be a pathway to returning to normality. Risk assets 
continued to rally into year end, buoyed by the news that mass vaccination has begun. But at its core, the rally has been underpinned by the 
unprecedented monetary and fiscal responses across the globe. Global sovereign yields, in contrast, only edged cautiously higher while 
embracing the fundamental reality that the global economy has experienced a massive deflationary shock as a result of the pandemic, and 
that the road to recovery is likely to be long and rocky. The combination of very low sovereign bond yields and direct central bank support 
has been driving a search for yield by investors. This was illustrated by the fact that high yield and emerging markets USD-denominated 
sovereign spreads were back to their February (pre-pandemic) levels despite the significant deterioration in macroeconomic fundamentals. 
While global sovereign yields are now higher than their mid-year historic lows, the overall level of yields has remained well below their pre-
pandemic levels. 

The Fund outperformed the benchmark in December, with continued vaccine positivity boosting the recovery and compression trades 
globally. Investment grade (IG) credit was again the largest contributor to performance. High yield (HY) and emerging markets (EM) debt 
were also strong contributors despite the smaller allocations, as these markets outperformed in the spread compression environment. 
Amongst individual issuers, infrastructure names such as airports and European toll roads issuers, as well as hybrids from utility provider 
AusNet, were top performers during the month. The duration exposure in the Fund was a modest negative contributor to performance in the 
month, as duration positions have been pared back significantly since earlier in 2020.  

The Fund mostly maintained its overall risk exposure levels, with an allocation to global IG, some holdings of EM debt and HY, and 
significant levels of liquidity to take advantage of any market volatility. The allocation to global IG was trimmed early in the month, with much 
less spread tightening potential going forward from ‘generic’ IG credit (that is, not heavily virus-impacted) meaning that there are better risk-
adjusted opportunities. Overall, the Fund maintained its barbell approach of maintaining strong portfolio liquidity and holding allocations to 
higher beta sectors and selected ‘recovery’ trades. We believe this has been appropriate given the backdrop of modest overall spreads, low 
yields, and the potential for volatility in the short- to medium-term outlook. 

Market review 

Global and Australian credit markets 

The compression in spreads continued to be the theme for global credit markets in December. In the US, HY outperformed IG credit and the 
lowest rung of HY (CCC-rated) outperformed all other rating bands, tightening by 90bps. Australian credit market also performed strongly 
despite slightly underperforming global IG markets. It was again the COVID-impacted sectors that led the rally, such as REITs, airports, and 
other higher beta industrial sectors, which tightened by 30 to 40bps in spreads over the month. 

Outlook 

What are the themes that will shape 2021? First, the global vaccination process has begun, but the pace is expected to vary across 
geography, particularly depending on supplies and the particular choice of vaccine being used. While the manufacturing sector has 
continued to recover, the service sector in much of the northern hemisphere has been devastated. The overhang of unemployment and 
destruction to many small businesses will likely take a number of years to get back to where things were in January 2020. Central bankers 
have extended their already massive level of support with a commitment to do more if necessary. In 2020, fiscal budget deficits and debt 
soared globally. However, we would argue that the expansion of fiscal policy was largely due to the delivery of necessary ‘support’ to those 
most severely impacted by the pandemic, rather than ‘stimulus’. This will be a challenge of 2021, that is, whether governments can shift their 
support to growth-generating stimulus. 

Second, risk assets have ended the year at levels that seemingly ignored the fundamental shock to the economy. The solving ingredient has 
been the overwhelming policy support. In addition, lessons have been learned from actions to reverse, for example, the taper tantrum (2013) 
and the Fed tightening through 2017-18, such that markets are assuming that the bar for policy reversal will be much higher in the future. 
Turning to fiscal policy, where politics has often been seen to get in the way of common sense, it is far less certain how the path will look in 
2021. Thus, our expectation is that the decisions made on fiscal policy could be an important driver on how asset markets re-assess their 
outlook through the coming year. 

To date, we have acted to participate in the risk asset rally, leveraging sector rotation, assessment of credit quality, curve and name selection 
to generate performance. Duration holdings have been near historically low levels and we expect it to gradually accumulate if yields push 
higher. 
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For more information speak to your financial adviser, call us on 1800 814 523, email 
mim.clientservice@macquarie.com or visit macquarie.com 
 
Important information 

Macquarie Investment Management Australia Limited ABN 55 092 552 611 AFS Licence 238321 is the issuer of units in, and responsible entity of 
the Fund.  

The information in this report is provided for general information purposes only and is not, and should not be construed as, an advertisement, an invitation, 
an offer, a solicitation of an offer or a recommendation to participate in any investment strategy or take any other action, including to buy or sell any product 
offered by any member of the Macquarie Group. The above information is not personal advice and does not take into account the investment objectives, 
financial situation or needs of any person. Investors should consider the offer document of the Fund in deciding whether to acquire or continue to hold units 
in the Fund. The offer document is available by contacting us on 1800 814 523. Past performance is not a reliable indicator of future performance. 

Future results are impossible to predict. In preparing this document, reliance may have been placed, without independent verification, on the accuracy and 
completeness of information available from external sources. This report may also include opinions, estimates and other forward-looking statements which 
are, by their very nature, subject to various risks and uncertainties. Actual events or results may differ materially, positively or negatively, from those 
reflected or contemplated in such forward-looking statements. Forward-looking statements constitute the investment manager’s judgement as at the date of 
preparation of this report and are subject to change without notice. To the maximum extent permitted by law, no member of the Macquarie Group nor its 
directors, employees or agents accept any liability for any loss arising from the use of this document, its contents or otherwise arising in connection with it. 

The Fund may have exposure to instruments that reference a market determined rate such as LIBOR. Current and future regulatory developments may 
lead to the cessation of some of these rates. This may adversely impact the value and/or liquidity of these instruments. 

Other than Macquarie Bank Limited (MBL), none of the entities noted in this document are authorised deposit-taking institutions for the purposes of the 
Banking Act 1959 (Commonwealth of Australia). The obligations of these entities do not represent deposits or other liabilities of MBL. MBL does not 
guarantee or otherwise provide assurance in respect of the obligations of these entities, unless noted otherwise.  

Bloomberg Finance L.P. and its affiliates (collectively, ‘Bloomberg’) are not affiliated with Macquarie and do not approve, endorse, review, or recommend 
the Fund. Bloomberg and the Bloomberg AusBond Index referred to in this document are trademarks or service marks of Bloomberg and have been 
licensed to Macquarie. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to the Bloomberg 
AusBond Index referred to in this document. 

mailto:mim.clientservice@macquarie.com

