
 
 

G C I  A U S T R A L I A N  C A P I T A L  S T A B L E  F U N D  –  M O N T H L Y  R E P O R T  
S E P T E M B E R  2 0 1 9  I S S U E D  B Y  D D H  G R A H A M  L I M I T E D   
A B N  2 8  0 1 0  6 3 9  2 1 9  A F S L  2 2 6 3 1 9  
 

  
  

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 private,  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 
 

Fund Flexibility 
This Fund can be accessed by investing directly, or indirectly, using the 
Netwealth, Macquarie Wrap and Australian Money Market platforms. 
 

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 30 September 2019, the net asset value of the Fund is $82,305,057.81 

(+10.45% 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 30 September 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: 2.09% (incl. franking)
YTM: 1.99% (incl. franking)
Margin over bills: 1.14% (incl. franking)
 
 
Portfolio Characteristics 
 

Running Yield 2.09% 

Yield to Maturity on Book Cost 1.99% 

Average Margin 1.14% 

Average Years to Maturity                         2.86  

Number of Securities Held                             35  

Floating 92.24% 

Fixed 2.26% 

Cash 5.50% 

Duration 0.12 

Credit Duration 1.37 
 

 
Top 5 Holdings as at 30 September 2019 
 

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

+AU3FN0050019 BENDIGO BANK LIMITED BBSW+97.0bps 6 
September 2024 

AU3FN0031290 BOQ 2.45% 18/05/2021 FRN 

+AU3FN0050100 Suncorp Metway Limited 24/08/2020 

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

 
 

Australian Index returns 30 September 2019 
 

     

Index 1 month 
return 

3 month 
return 

12 
month 
return 

Bloomberg Australia Bank Bill 
Index 0.08% 0.29% 1.74% 

Bloomberg Australia Gov't 3-5 year 
Index -0.07% 0.77% 4.86% 

Bloomberg Australia Composite 
Index 

0.00% 0.55% 3.52% 

 
 
 
 
 
 
 

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

Inception % % % % % % 

Cash 
Distribution 0.50 1.03 2.38 0.00 0.00 0.00 2.41 

+ Franking 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
+/- Growth 0.04 0.51 0.71 0.00 0.00 0.00 0.29 
Total return 0.54 1.54 3.10 0.00 0.00 0.00 2.70 
        

Index 0.29 0.74 1.74 0.00 0.00 0.00 1.82 



 
 

MONTHLY PERFORMANCE 
 
The Fund has returned 3.10% for the 12 months to June. The 
performance will move lower over the next quarter as it will track 
the decline in the 90-day BBSW rate. 
 

 
 

MARKET REVIEW 
 
Although the June quarter is expected to be the lowest growth 
quarter within the current 12-month time frame, it is now apparent 
that the major banks have contracted lending activity since the Royal 
Commission which is impacting broad money growth. If broad 
money growth continues to fall in the December quarter, we would 
expect that economic activity will begin contracting in the second 
half of 2020. 
 

 
 

We still expect that the economy will show a much stronger level of 
growth than the market expects in the second half of 2019. A 
combination of factors should support this near-term growth. These 
include: 
 
1. Improved business conditions: 

 Low long-term interest rates from the flattening of 
the yield curve; 

 The fall in the Australian dollar against the Euro and 
the Yen; and 

 Low inflation that will enable business to make long 
term capital investment decisions with greater 
certainty. 
 

2. The re-election of the Federal Government in May should 
provide the business sector with a greater degree of certainty 
on the direction of regulations and policies that will impact 
investment decisions. The income tax cuts that have begun 
flowing back to consumers in the September quarter are not 
expected to have a material impact, given the increasing cost of 
household expense items like local council rates, electricity, gas 
and water; however, they provide some support. 
  

3. The recovery in house prices is now clearly evident in the 
Melbourne and Sydney markets. The ‘wealth effect’ of this 
increase on households’ spending is likely to be limited by the 
fact that the major banks have increased their scrutiny of 
borrowers’ spending patterns when assessing loans. 

 
 

FUND POSITIONING 
  

 
 
Towards the end of September and into October, we began to move 
the Fund out of longer dated floating rate bonds and 2 to 3 year 
floating rate senior debt. This will reduce the impact on the capital 
value should a repeat of last year’s December quarter reoccur.   
  
Despite the surge in the US repo rate in September that unsettled 
credit markets for a few days, we do not expect a repeat of last 
December’s volatility. The Federal Reserve has taken steps to 
increase overnight liquidity that we view as sufficient to keep the 
markets functioning fluidly.    
 
Our outlook for a stronger economy in the second half of 2019 
should result in bank credit margins contracting and the benchmark 
yield curve steepening. Should this occur, and we are still seeing 
signs of a fall in broad money growth, then we may increase the 
duration of the portfolio. 
 
 
 
 
 
 
 
 
 

 
 

 

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. 


