
4.88%

26.87%

28.59%

39.67%

C R E D I T  R A T I N G

AAA

AA

A

BBB

13.79%

13.90%

52.18%

13.99%

6.14%

R E G I O N  &  P R O D U C T

Australian AUD FRNs

International AUD FRNs

Australian AUD Fixed Rate

International AUD Fixed Rate

Cash

A S  A T  3 0 T H  S E P T  2 2

F U N D  P E R F O R M A N C E  - C L A S S  B  U N I T S

1 month 3 months 6 months 1 year
2 year 
(p.a.)

3 year 
(p.a.)

4 year 
(p.a.)

5 year 
(p.a.)

Since 
Inception 

(p.a.)

GROSS FUND RETURN -0.14% 0.93% -0.42% -2.05% 0.75% 1.35% 2.25% 2.63% 3.44%

NET FUND RETURN -0.20% 0.74% -0.79% -2.79% 0.00% 0.59% 1.49% 1.87% 2.66%

RBA CASH RATE 0.18% 0.44% 0.54% 0.59% 0.35% 0.39% 0.63% 0.81% 0.87%

ACTIVE RETURN 

(net Fund return - RBA cash rate)
-0.38% 0.30% -1.33% -3.38% -0.35% 0.20% 0.86% 1.06% 1.79%

The 1m, 3m, 6m, 1yr, 2yr, 3yr, 4yr, 5yr and since inception net returns for Class A Units are -0.21%, 0.71%, -0.75%, -2.80%, -0.06%, 0.51%, 1.40%, 1.77% & 2.56% 
respectively. Past performance should not be taken as an indicator of future performance. Net of fees performance is based on end of month 
redemption prices after the deduction of fees and expenses and the reinvestment of all distributions. Gross performance is the net return with fees and 
expenses added back.

Fund Objective: The Artesian Corporate Bond Fund (Fund) will invest in a diversified portfolio of liquid, predominately investment 
grade fixed and floating rate corporate bonds. The Fund aims to provide returns above the RBA cash rate +2.75% throughout all
interest rate cycles. Note the target return is not a forecast. It is merely an indication of what the Fund aims to achieve over the 
medium term on the assumption that credit markets remain relatively stable throughout the investment timeframe. The Fund may 
not be successful in meeting the target return. Returns are not guaranteed.

A S  A T  3 0 T H  S E P T  2 2

O T H E R  B E N C H M A R K  C O M P A R I S O N S

1 month 3 months 6 months 1 year
2 year 
(p.a.)

3 year 
(p.a.)

4 year 
(p.a.)

5 year 
(p.a.)

Since 
Inception 

(p.a.)

BLOOMBERG AUSBOND CREDIT
FRN 0+ YR Index

0.12% 0.72% 0.64% 0.28% 0.61% 0.97% 1.45% 1.67% 1.87%

BLOOMBERG AUSBOND COMP
0-3 YR Index

-0.29% -0.07% -1.06% -2.99% -1.31% -0.31% 0.63% 0.95% 1.08%

The wild gyrations in both equity and bond markets around the world increased in intensity towards the end of September. In 
the final days of the month, the GBP reached its nadir, as the new UK leadership unveiled a mini budget that was derided by 
virtually everyone; including many in their own party. The BOE was forced into the strange position of raising official rates yet 
buying long government bonds (effectively tightening and easing monetary policy conditions at the same time) as long 
duration bond prices plummeted. The doing “all that it takes” moment for the BOE has had the desired effect – the GBP and 
long bond prices have stabilised. However, the strain felt in the UK was reflected in bond prices and equity markets around the 
world. Credit spreads were significantly weaker, especially in UK assets, and volatility in all markets remains elevated as the 
prevailing temperature in geopolitics remains high. Veiled threats of the use of nuclear weapons by Russia, the upcoming CCP 
plenum and continued inflationary pressures have all contributed. The portfolio was resilient in the face of the significant market 
pressures. Whilst there was a general movement outwards in credit spreads, the Fund’s relative performance reflects the 
conservative positioning in shorter duration, higher credit quality assets.

CORPORATE  BOND FUND

M O N T H L Y  U P D A T E

S E P T E M B E R  2 0 2 2 1

P O R T F O L I O  U P D A T E

P O R T F O L I O  B R E A K D O W N

3.35%

6.14%

2.46%

6.31%

47.68%

1.81%

2.31%

6.69%

9.94%

2.47%

S E C T O R  B R E A K D O W N

Automotive Cash

Consumer Discretionary Consumer Staples

Financial Insurance

Machinery Real Estate

TMT Transportation & Logistics



A S  A T  3 0 T H  S E P T  2 2 P R I C E
C H G  
O N  

M T H

I T R A X X  A U S T R A L I A  5 Y R 1.46% 0.38%

I T R A X X  E U R O P E  5 Y R 1.35% 0.15%

I T R A X X  E U R O P E  X O V E R  5 Y R 6.41% 0.53%

C D X  U S  I G  5 Y R 1.08% 0.16%

C D X  U S  H Y  5 Y R 6.10% 0.77%

A S  A T  3 0 T H  S E P T  2 2 F U N D

C H G  

O N  

M T H

I N T E R E S T  R A T E  D U R A T I O N 0.66 0.11

C R E D I T  D U R A T I O N 3.06 -0.16

Y I E L D  T O  M A T U R I T Y 5.02% 0.37%

Y I E L D  T O  W O R S T 5.05% 0.38%

B L O O M B E R G  C O M P O S I T E    

R A T I N G  (weighted average)*
A A

The Fund’s running yield continues to increase; moving 
above 5% for the first time since inception. In September, 
6-month BBSW rose 55bps to 3.57%, which has the positive 
effect of increasing our yields as our floating rate notes 
(FRNs) get reset higher. Fixed rate bonds still have a 
significant yield pick up versus FRNs, as fixed rates have sold 
off significantly. We have maintained our conservative 
approach to the Fund’s positioning, concentrating on the 
3yr to 5yr part of the curve. We don’t believe it is time to 
shift longer in credit given the uncertain backdrop. We 
increased the interest rate duration marginally, as we saw 
3yr bond yields approach 4%. We see this threshold as a fair 
level to lengthen duration via the 3yr part of the interest 
rate curve, as the RBA slows the pace of the cash rate 
increases. 

Considering the market backdrop, September still produced reasonable new issue volumes with AUD 4.05b issued from 8 unique 
issuers. Financials continue to be the dominate sector, with the more market sensitive non-financial sector remaining relatively
subdued for now. Challenger Life and AMP Bank both issued subordinated deals this month, both performed strongly in the 
secondary market. 

Equity Trustees Limited (Equity Trustees) ABN 46 004 031 298 AFSL 240975, is the responsible entity for the Artesian Corporate Bond Fund 
(Fund). 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 Artesian Corporate Bond Pty Ltd ACN 618 342 895 (Artesian), the investment 
manager for the Fund and an authorised representative of Artesian Venture Partners Pty Ltd ABN 58 112 089 488 AFSL 284492 (Artesian VP), 
to provide you with general information only. In preparing this publication, 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 Artesian, Artesian VP, Equity Trustees nor any of their related parties, their 
employees or directors, provide any warranty of accuracy or reliability in relation to such information or accept any liability to any person 
who relies on it. Past performance should not be taken as an indicator of future performance. The Fund Target Market Determination is 
available by visiting www.eqt.com.au/insto.  A Target Market Determination is a document which 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 investment manager may need to review the Target Market Determination for this 
financial product. You should obtain a copy of the Product Disclosure Statement before making a decision about whether to invest in this 
product. Copies of the product disclosure statement can be obtained by visiting www.eqt.com.au/insto or request a copy by emailing 
Artesian at bondoperations@artesianinvest.com, visiting www.artesianinvest.com or calling +61 3 9028 7392.

*Using the Morningstar methodology for Average Credit Quality

C O N T A C T S :
Matthew Clunies-Ross 0400 508 680  matthew@artesianinvest.com
David Gallagher 0412 972 070  david@artesianinvest.com
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D I S C L A I M E R

C R E D I T  S P R E A D S

F U N D  M E T R I C S

N E W  I S S U E S

CORPORATE  BOND FUND

I S S U E R Issue Date
Issue 
Size 
$M

Fixed/
Floating

Maturity Next Call
Credit 
Spread

EFP/BBSW

Month End 
Bid Spread

Net 
Change

C H A L L E N G E R  L I F E  09-Sep-22 400 Fixed 16-Sep-37 16-Sep-27 4.04% 3.90% -0.14%

A M P  B A N K 29-Sep-22 200 Floating 07-Oct-32 07-Oct-27 4.65% 4.50% -0.15%

The month started brightly but ended rather differently for 
credit globally. Facing a wave of volatility, credit spreads in 
the AUD corporate bond market outperformed, especially in 
comparison to the CDS market. The subordinated bank 
market maintained its relative strength and stayed close to its 
recent tights despite the previous month’s heavy issuance. 
Anecdotally, Asian private banks are being attracted to the 
outright yields of 6% plus, and this provides major support to 
this market. Australian major bank 5yr senior spreads were 
5bps to 10bps wider on the month, whereas iTraxx Australia 5yr 
moved from 1.08% to 1.46% as traders moved into the market 
to hedge inventory. Last month, the Australian CDS market 
lagged the move wider in spreads, which meant we had 
some catching up to do this month – hence the relative 
underperformance.
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