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Fund Details 
DDH Graham Limited (DDH) is the responsible entity of the Fund. As 
responsible entity, DDH is responsible for the management and 
administration of the Fund; including the issue of the Fund’s Product 
Disclosure Statement and all other public announcements concerning 
the Fund.  
DDH has appointed GCI Australia Pty Ltd ABN 68 140 364 576 (GCI) as 
the Fund’s outsourced investment manager. GCI is an independent 
boutique asset manager and corporate advisory firm that has significant 
experience across the many facets of financial markets. 

APIR Code DDH8305AU 
ARSN 622 419 578 
 
 

Suggested Investment Timeframe 
The Fund is best suited to investors who seek a low to medium risk 
investment over a 1 to 3-year period. 
 

Information on the Fund 
At 28 February 2019, the Net Asset Value of the Fund is $64,586,758.70 
(+1.51% on the previous month).  
 
Benchmark 
Bloomberg Australia Bank Bill Index 
 
Description/Strategy 
The Fund’s investment strategy is to identify appropriate investments 
that are expected to generate a sufficiently high yield, commensurate 
with the assumed risk, with minimum volatility of returns. The Fund 
consists of a core portfolio constructed with reference to 
macroeconomic factors. 
 

Investment Objectives 
To provide income and capital stability and a high degree of liquidity in 
all market conditions. The total return will mainly comprise income from 
security income payments. The target rate of return is the Bank Bill Swap 
Rate plus 1.5% before fees.  
 
Performance to 28 February 2019 (Annualised) 

 
Returns are calculated using exit prices and are calculated after all fees have been deducted with distributions included 
and no allowance made for tax. The ‘distribution’ component represents the amount paid by way of distribution, 
including net realised capital gains. Numbers may not sum due to rounding. Benchmark is the Bloomberg Australian 
Bank Bill Index. 
 
The inception date of the Fund was December 2017. Total includes cash distribution, franking credits and growth. 
Past performance is not an indicator of future performance 

 

Fund Rating  
Rated Favourable by SQM Research Dec 2018  
 
 
Current Return Profile 
Running Yield: 3.14% (incl. franking) 
YTM: 3.06% (incl. franking) 
Margin over bills: 1.13% (incl. franking) 
  
 
Portfolio Characteristics 

Running Yield 3.14% 
Weighted Yield to Maturity on Book 
Cost 3.06% 

Average Margin 1.13% 

Average Years to Maturity                         3.21  

Number of Securities Held                             29  

Floating 96.00% 

Fixed 1.70% 

Cash 2.30% 

Duration 0.15 

Credit Duration                         3.11  
 

 
Top 5 Holdings as at 28 February 2019 
 

+AU3FN0045779 Westpac Banking Corporation 
3mBBSW+95bps 16/11/2023 

+AU3FN0035283 AMP Bank Ltd 3mBBSW+105bps 
30/03/2022 

AU3FN0030938 BENX 3.5338% 20/04/2021 FRN 

+AU3FN0046777 NAB Limited BBSW+104.0 bps 
26/02/2024 

+AU3FN0040606 Newcastle Permanent Building Society 
Ltd 3mBBSW+140bps 6/2/2023 

 
 

Australian Index returns 28 February 2019 
 

Index 1 month 
return 

3 month 
return 

12 
month 
return 

Bloomberg Australia Bank Bill Index 0.17% 0.51% 1.99% 

Bloomberg Australia Gov't 3-5 year 
Index 0.41% 1.45% 3.40% 

Bloomberg Australia Composite 
Index 0.35% 0.92% 2.60% 

     
 
 

 
 
 

 
 
 

  
3 mth 6 mth 1 year 2 year 3 year 5 year Since 

Inception % % % % % % 

Cash 
Distribution 0.68 1.36 2.68 0.00 0.00 0.00 2.18 

+ Franking 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
+/- Growth 0.13 (0.13) (0.40) 0.00 0.00 0.00 0.20 
Total return 0.81 1.23 2.28 0.00 0.00 0.00 2.38 
        
Index 0.51 0.99 1.99 0.00 0.00 0.00 1.95 



 
 

Commentary 
 
The Fund’s performance improved over the past two months 
after a rally in senior bank credit. The Fund was well-positioned 
for this to occur after rolling short dated senior debt trading on 
margins near 60 basis points (bps) into 5-year major bank bonds, 
offered at margins near 110 bps in January. Since the CBA, WBC 
and ANZ debt offers, senior bank margins have rallied to 100 bps. 
This is part of a global credit rally linked to the sharp recovery in 
global equity markets since January. A stronger economy 
translates into stronger company earnings, and then into 
reduced credit risk. 
 

 

In February, several leading economists forecast that the RBA will 
cut interest rates this year. We don’t believe that a rate cut is 
currently under consideration by the RBA for the following 
reasons: 

• The fall in housing loan approvals has been driven by a fall 
in investor loans. This can be explained by the APRA caps 
on investor lending that were only recently removed. The 
RBA is likely to wait and see the impact of the caps being 
removed before reacting to the fall in housing loan 
approvals; 

 

 

 
• The 'wealth effect' of a fall in house prices on household 

consumption activity is tenuous and erratic. The RBA is 
likely to remain reliant on the employment levels to 
forecast consumption activity - after all, employment 
normally comes before being paid, and being paid 
normally comes before spending; 
 

• The RBA, led by its head cheer leader, has been 
consistently optimistic about the outlook for the 
Australian economy. Hopefully the RBA's definition of the 
'Australian economy' is much broader than just the 
housing market;   

 
• While the 15% fall in new lending for housing finance 

between June and February is concerning, it can be 
explained by the impact of the APRA credit restrictions 
and the Banking Royal Commission;   
  

• Only a few months ago the RBA Governor was still 
pitching his belief that wages growth was inevitable 
because strong employment would create labour 
shortages which would increase wages, consumption and 
then inflation. The RBA's faith in the Phillips Curve is not 
about to disintegrate overnight; and  

 
• The Australian yield curve remains positive. There is a dip 

in the yield curve between 2-5 years, but this cannot be 
interpreted as an economic signal of an impending 
economic contraction. The dip in the yield curve reflects 
strong demand for bonds in the 2-5 year part of the curve 
where duration risk is manageable. An economic 
contraction is signalled by the entire yield curve turning 
inverse. 

  
An economic contraction is coming to Australia probably 12 
months from now and it is likely to be severe. Broad Money 
Growth indicates a severe credit contraction. 
 

 

 

 

DISCLAIMER 
This document is not a recommendation to acquire a particular financial product. The information in this document is of a general nature only. DDH Graham Limited (DDH) has not considered 
the investment objectives, financial situation or particular needs of any particular person or entity, when preparing this document. Persons should refer to the Product Disclosure Statement 
of this product (available from www.ddhgraham.com.au) and seek professional advice before relying on the information. Information used in this publication has been prepared in good faith 
by DDH Graham Limited. However, neither DDH Graham Limited or GCI Australia Pty Ltd warrant the accuracy of the information, and to the extent permitted by law, disclaim responsibility 
for any loss or damage of any nature whatsoever which may be suffered by any person directly or indirectly through relying upon it, whether that loss or damage is caused by any fault or 
negligence of either DDH Graham Limited or GCI Australia Pty Ltd or otherwise. Past performance is not indicative of future performance. 
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