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Fund description

The Fund is an actively managed, diversified portfolio of 
Australian and global fixed income assets.

Investment strategy

The strategy is managed employing both top-down 
macroeconomic research and bottom-up security specific 
analysis to build a portfolio with the core defensive 
characteristics of the fixed interest asset class. Whilst the Fund 
seeks to be fully hedged to Australian dollars, we may invest 
in strategic foreign currency exposures that will not exceed 
10% of the total portfolio.

Investment return objective

The Fund is actively managed, based on fundamental research 
that draws upon the investment insights of our fixed income 
teams. The approach employs both “top-down” research, 
including analysis of economic factors, market data and 
macro credit themes and “bottom-up” research in respect of 
particular securities including analysis of earnings and cash 
flow stability, balance sheet strength, industry and valuation. 

Key statistics Fund Benchmark1

Modified duration (yrs) 7.12 6.79

Spread duration2 (yrs) 3.87 3.22

Weighted avg maturity (yrs) 8.35 7.83

Average credit quality Aa3 Aa2

Yield to maturity3 (%) 1.07 0.73
1 Benchmark statistics do not reflect month end rebalancing for new issues and 
reinvestment of coupons. 
2 Option adjusted spread duration ex Treasury. 
3 Yield to Maturity (YTM) is the estimated annualised rate of return that would 
be received if the Fund’s current securities were all held to maturity. Note that 
YTM does not account for fees or taxes. YTM is not a forecast, and is not a 
guarantee of the future return of the Fund.

Credit quality (%)

Note: Credit ratings for physical holdings only, 'cash and other' includes the 
effect of derivatives. 

Fund information

Inception date 31 January 1997

Fund size $1,071.1 m

Management fee 0.55% pa

Minimum initial investment
$10,000 (via mFund and online 

application $5,000)

Distribution frequency Quarterly

Buy/sell spread4 effective 17/09/20 + 0.05% / - 0.15%

APIR code SBC0007AU

mFund code UAM06
4Due to increased volatility in the markets resulting from COVID-19, the buy/
sell spreads for certain funds may have varied. For more information, please 
download our latest Buy/sell spreads from our website.

Fund positioning – modified duration contribution (yrs)
By sector Fund Benchmark

Government nominal5 3.91 4.29

Government inflation-linked 0.20 0.00

Semi-government / Local authorities 0.85 0.92

Government related 0.68 0.52

Corporates 1.22 0.84

Financials 0.31 0.25

Industrial 0.74 0.50

Utility 0.17 0.09

Securitised 0.25 0.23

By Country

Australia 3.27 3.14

USA 1.44 1.30

Japan 0.54 0.67

Canada 0.15 0.11

Euro area 0.83 0.92

UK 0.16 0.29

New Zealand 0.26 0.00

China 0.46 0.18

Other 0.00 0.16

5Includes derivatives.

AAA	 41.3

AA	 13.9

A	 22.1

BBB	 16.6

BB & lower	 1.9

Cash and Other	 4.4

UBS Asset Management

All data as at 30 November 2020



Market highlights

•	 Australian bonds sold off as the vaccine news dominated 
markets over November

•	 Australian credit markets enjoyed a rally with the US 
election result, positive vaccine news and the reopening 
of Victoria

•	 RBA cut a series of its policy rate tools in November

•	 Economic data continues to show evidence of a stronger 
than expected rebound

Performance review

After fees and expenses, the portfolio increased by 0.11% 
over the month, underperforming the benchmark by 10bps. 

November was a strong month for risk assets with global 
equities and bonds rallying in the wake of the outcome 
of the US presidential election and positive news on the 
development of effective COVID-19 vaccines. Within Fixed 
Income US 10-year Treasury yields declined immediately 
following the US election results, then moved higher on 
vaccine optimism.

The Australian bond market underperformed global 
counterparts given longer-dated Australian government 
bond yields stepped higher over the month. Australian 3 year 
government bond yields initially traded lower but this was 
short-lived as they retraced to close the month back near 
where they began at 0.11%. Meanwhile 10 year government 
bond yields closed the month 7bps higher at 0.90%. In the 
US, 10-year Treasury yields declined immediately following 
the US election results, in anticipation of potentially lower 
levels of fiscal stimulus than under a Blue Wave outcome. 
Yields subsequently moved higher on vaccine optimism, 
peaking at 0.97% on the 11th November before finishing 
the month at 0.84%. In Europe, German 10-year bund yields 
followed a similar path peaking at -0.49% before moving 
lower to -0.57%.

Our overweight duration positions in Australia and New 
Zealand detracted from relative performance, as both markets 
underperformed global peers with the risk-on sentiment 
subsequent to the US election. Chinese sovereign bonds also 
underperformed, at the margin, but remain attractive in real 
terms. Elsewhere, our overweight positions in both Australian 
and global credit made strong positive contributions to 
performance, while a short currency position in the NZD 
detracted from returns before being closed by month-end.

Outlook

Consensus and central bank economic forecasts have been 
marked up as realised outcomes have surprised markets to the 
upside. Our outlook is more restrained than the now more 
optimistic consensus reflecting the rolling nature of COVID-19 
resulting in a recovery that continues to be uneven across 
sectors and regions. 

Fiscal policy has now assumed a lead policy role but monetary 
policy will continue to be actively supportive to growth. Central 
banks have explicitly provided guidance that policy settings 
will remain in place for an extended period including beyond 
the turn in the inflation cycle. The tools of choice will be asset 
purchase and liquidity programs rather than a move towards 
more negative policy rates.

With the US presidential election behind us and the potential 
for a divided congress, a fiscal stimulus package may be 
delivered later or be smaller than markets expect. Positive 
developments on a vaccine are moving apace where availability 
and take-up is expected to broaden beyond essential workers 
into Q1 2021.

The pace and efficacy of the vaccine roll-out will have a material 
bearing on the evolution of the employment market. Near-term, 
savings and wage subsidies are providing a cushion to income 
but will fade by Q2 2021.

In Australia, prospects for the labour market remain first 
and foremost in the minds of RBA Board members. We 
expect that the central bank will continue to pursue a highly 
accommodative monetary stance for a long time, in order to 
support fiscal initiatives on job creation as the economy recovers 
from the pandemic shock. Bond purchases will continue for the 
next six months and may be extended if necessary. The RBA has 
also been forceful with its market interventions in furtherance 
of the yield curve control target. Given the significant steps 
taken at the November meeting, further policy action is unlikely 
in the near term. 

Within credit, investor demand remains strong in an 
environment where issuers continue use debt to shore up 
liquidity. Explicit support for high quality credit by central banks 
in the US and Europe will help keep a ceiling on spreads despite 
increasing leverage and limited earnings growth. The Australian 
corporate credit market has continued to perform well. We 
remain modestly positive toward most investment grade credit 
but maintain caution within high yield securities.

Investment performance

Fund
1 month 

%
3 months

%
1 year

%
3 years 

% pa
5 years

% pa
Since inception*  

% pa

Total return 0.11 0.89 3.02 4.34 4.29 6.05

Benchmark** 0.21 1.07 3.79 4.97 4.58 6.49

Added value (0.10) (0.18) (0.77) (0.63) (0.29) (0.44)

*Inception date: 31 January 1997. **50% Bloomberg AusBond Composite 0+ Yr Index / 50% Bloomberg Barclays Global Aggregate (hedged to $A).
Performance figures are net of ongoing fees and expenses. The performance figures quoted are historical, calculated using end of month redemption prices, and 
do not allow for the effects of income tax or inflation. Total returns assume the reinvestment of all distributions. Performance can be volatile and future returns 
can vary from past returns.



Investors should consider the PDS and seek professional financial and taxation advice before deciding whether the product is appropriate for them and whether to 
acquire, or to continue to hold the investment. Your investment in the Fund does not represent deposits or other liabilities of UBS or any member company of the 
UBS Group including UBS Asset Management (Australia) Ltd (ABN 31 003 146 290) (AFS Licence No. 222605), the issuer of the Fund. Your investment is subject 
to investment risk, including possible delays in repayment and loss of income and capital invested. The repayment of capital or income is not guaranteed by any 
company in the UBS Group. Offers of interests in the Fund are contained in the Product Disclosure Statement dated 30 November 2020. The PDS is available from 
our website www.ubs.com/am-am-pds or by calling (03) 9046 4041.

The PDS for this fund is only available to persons receiving the PDS (electronically or otherwise) while physically in Australia, unless expressly authorised by us 
in writing. The offer does not constitute an offer or invitation in any place in which, or to any person to whom, it would be unlawful to make such an offer or 
invitation. This Fund (or the PDS) has not been registered under the laws of any jurisdiction outside Australia. The Fund may not be offered or sold in the United 
States of America or to ‘U.S. Persons’ (as defined in ‘Regulation S’ of the Securities Act of 1933, as amended). 

The Zenith Fund Awards were issued 11 October 2019 by Zenith Investment Partners (ABN 27 130 132 672, AFSL 226872) and are determined using proprietary 
methodologies. The Fund Awards are solely statements of opinion and do not represent recommendations to purchase, hold or sell any securities or make any 
other investment decisions. To the extent that the Fund Awards constitutes advice, it is General Advice for Wholesale clients only without taking into consideration 
the objectives, financial situation or needs of any specific person. Investors should seek their own independent financial advice before making any investment 
decision and should consider the appropriateness of any advice. Investors should obtain a copy of and consider any relevant PDS or offer document before making 
any investment decisions. Past performance is not an indication of future performance. Fund Awards are current for 12 months from the date awarded and are 
subject to change at any time. Fund Awards for previous years are referenced for historical purposes only.

Morningstar Awards 2019 (c). Morningstar, Inc. All Rights Reserved. Awarded to UBS Asset Management for the Australian Fund Manager of the Year, Fixed 
Interest Category, Australia.

This document may not be reproduced or copies circulated without prior authority from UBS Asset Management (Australia) Ltd.
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Client Services

Telephone: (03) 9046 4041	 Freecall: 1800 572 018	 Email: ubs@unitregistry.com.au	 www.ubs.com/am-australia

https://www.ubs.com/au/en/asset_management/prices/pds-and-reports.html

