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GCI AUSTRALIAN CAPITAL STABLE FUND  

MONTHLY REPORT – FEBRUARY 2020 

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 a 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 and Macquarie Wrap platforms. 
 

Suggested investment time frame 
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 2020, the Net Asset Value of the Fund is 
$124,045,292.22 (+16.15% 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.  
 

Fund rating  
Rated Favourable by SQM Research December 
2018, and retained rating at 2019 review. 
 

Fees 

MER 0.40% 

Buy/Sell Spread +0.10%/-0.10% 

Performance Fees Nil 

 

Current return profile 

Running Yield 1.80% (incl. franking) 

YTM 1.62% (incl. franking) 

Margin Over Bills 0.98% (incl. franking) 

 
Portfolio characteristics 

Running Yield 1.80% 

Yield to Maturity on Book Cost 1.62% 

Average Margin 0.98% 

Average Years to Maturity 2.28 

Number of Securities Held 44 

Floating 90.75% 

Fixed 1.61% 

Cash 7.63% 

Duration 0.13 

Credit Duration 1.05 

 

Top 5 holdings as at 28 February 2020 

AU3FN0031290 BOQ 2.38% 18/05/2021 FRN 

+APPLIC A/C CASH 

+AU3FN0035283 AMP BANK LTD 3M BBSW+105BPS 30/03/2022 

+AU3FN0052221 BENDIGO AND ADELAIDE BANK LTD 

AU3FN0031357 AMP 2.225% 24/05/2021 FRN 

 
Australian index returns 28 February 2020 

Index 
1M 

Return 
3M 

Return 
12M 

Return 

Bloomberg Australia Bank Bill Index 0.08% 0.23% 1.30% 

Bloomberg Australia Gov't 3-5 Yr Index 0.30% 0.45% 3.70% 

Bloomberg Australia Composite Index 0-3 Yr 0.22% 0.41% 2.91% 

 
Performance to 28 February 2020 (annualised) 

  
3M 
% 

6M 
% 

1Y 
% 

2Y 
% 

3Y 
% 

5Y 
% 

Since 
Incep. 

Cash Dist. 0.52 1.02 2.22 2.45 0.00 0.00 2.20 

+ Franking 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

+/- Growth (0.02) (0.19) 0.49 0.04 0.00 0.00 0.33 

Total return  0.50 0.83 2.71 2.49 0.00 0.00 2.52 

Index 0.23  0.48  1.30  1.64  0.00  0.00  1.66  

 
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. 
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Monthly performance 
The Fund has returned 2.71% for the 12 months to February. We 
expect that performance will drift towards 2.40% over the next five 
months unless there is a change in the BBSW rate or a significant 
widening in 5-year credit margins that allows the credit duration to be 
increased.  
 
Market review 
In the last week of February, a sense of panic emerged with a 
realisation by investors that the central bank ‘put’ (relying on another 
interest rate cut) wouldn't fix the disruption to global supply chains. 
The US equity market sell-off was so vicious in the last week of 
February that it caught many investors without sufficient hedging.  

It is worth remembering that even before COVID-19 became a 
pandemic, the equity market was digesting a number of risks that left 
it vulnerable to a shock: 

 The US 2020 presidential election. 

 The S&P 500 was trading at 18.9 times the weighted aggregate 
consensus earnings. A year ago, it was at 16.2 times. 

 A marked slowdown in euro area growth led by Germany and 
Italy.  

 Ongoing Brexit issues. 
 
10-year US Treasury yield  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

Source: Bloomberg 
 
We do not believe that the central banks will focus on cutting rates, as 
this is a health issue which will not be impacted by monetary policy, 
however we have already seen assurances from the Bank of Japan 
and others that they stand ready to add liquidity to the system so as 
to ensure markets remain orderly.  

It is very difficult to measure even the short-term impact of the virus 
on the economy. One of the differences between COVID-19 and 
SARS in 2003 is that the death rate from this virus is very low (SARS 
was near 30%). This combined with the long gestation period has 
created a situation in which it is very difficult for global health 
authorities to contain the virus. The virus in now recognised as a 
pandemic and we are looking for world governments to switch from 
prevention to treatment. Such a move should pivot the problem away 
from shutting down manufacturing and commerce.  

There is already a great deal of liquidity in the global system. Both 
LIBOR and 3-month US T-bills are at very low levels indicating plenty 
of liquidity. 
 
LIBOR and US 3-month T-bills 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg 
 
Fund positioning 
Credit duration has been reduced over the past four months for the 
following reasons: 

 The increase in global liquidity from central banks had resulted 
in both a surge in equity prices and a contraction in credit margins 
to a point where it was difficult to find value. 

 The VIX index as a measure of equity market volatility was near 
3-year lows and had been at that level for nine months. As 
volatility is mean reverting, we expected the average volatility to 
rise. 

 The market was ignoring potential shocks from Trump’s 
impeachment and Brexit. 

 The US Federal Reserve and RBA wording in monetary 
statements had clearly moved to a neutral bias. 

Accordingly, the portfolio at the end of February is well-positioned to 
benefit from any margin expansion that occurs as a result of the 
increase in global asset volatility in much the same way it was able to 
benefit from the sell-off in the December quarter of 2018.  

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 taken into account 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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