
The DDH Fixed Interest Fund invests primarily in 
Australian fixed interest markets. The Fund gives 
investors access to wholesale portfolios managed 
by QIC, a leading fixed interest manager.

OBJECTIVE
The Fund’s objective is (before fees) to exceed the performance of the 
Bloomberg AusBond Composite Bond Index over the medium term by 
actively investing in a diversified, medium risk, portfolio of predominantly 
Australian and international higher yielding (sovereign and corporate) fixed 
interest securities and derivatives, through investment in the Underlying Fund.

STRATEGY
The Underlying Fund actively invests in a diversified, medium risk, portfolio 
of fixed interest securities and derivatives. The Underlying Fund is actively 
managed using a top-down approach in managing interest rate and 
credit risk. Risk is reduced by diversifying across a range of fixed interest 
securities, a spread of maturities and across a wide spread of counterparties. 
Investments are predominately Australian securities, but may include up 
to 25% exposure to international higher yielding (sovereign and corporate) 
fixed interest securities where QIC believes risk exposure would contribute 
to achieving the QIC fund’s performance and risk objectives. By adopting 
this approach QIC aims to achieve returns in excess of the benchmark. QIC 
seeks to add value through a disciplined approach to the selection of the 
investments held by the Underlying Fund.

QIC AS INVESTMENT MANAGER
DDH has appointed QIC Limited ACN 130 539 123 (QIC) as the Fund’s 
wholesale investment manager. As one of Australia’s largest wholesale 
fund managers QIC has extensive experience and capability in institutional 
investing. QIC’s structure and backing is unique amongst institutional 
investment managers while the expertise and conviction of its investment 
teams contribute to produce consistently above-average returns. For 
further information on QIC, please refer to their website: www.qic.com.
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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 QIC 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 QIC or otherwise. Past performance is not indicative of future performance.

AT A GLANCE

APIR Code DDH0006AU

Management costs 0.68% p.a.

Buy Spread +0.05%

Sell Spread -0.12%

Inception date July 2006

Minimum investment $2000 (Lump Sum)
$500 (Regular Savings Plan)

Income distribution Quarterly

FEATURES

Flexibility

Open to both direct investors and indirect
investors, who can invest in the Fund via 
Australian Money Market.

Low to Medium Risk/Return

Relatively stable returns, with a low potential for 
loss of capital.

This may suit investors with a medium term 
investment horizon, seeking a steady and 
reliable income stream.

Suggested Minimum Time Frame 3 Years

MORE INFORMATION
For more information please refer to the Product Disclosure 
Statement and Target Market Determination available from 
www.ddhgraham.com.au.

Alternatively please phone Fund Services on 1800 226 174 
between 9:00am and 5:00pm (AEST), Monday to Friday,
or email investments@ddhgraham.com.au.

PERFORMANCE RETURN %1,2,3

Total Growth Dist

3 months -1.57 -1.83 0.26

1 year -3.09 -5.58 2.49

2 years (pa) 1.08 -2.92 4.00

3 years (pa) 3.05 -1.31 4.36

5 years (pa) 3.28 -0.08 3.36

Inception (pa) 5.01 -0.31 5.32
1. Past performance is not a reliable indicator of future performance.

2. Total Return represents unit price movements and assumes all 
distributions are reinvested; Growth Return represents unit price 
movement only; Distribution Return represents the difference between 
Total Return and Growth Return.

3. All performance figures are net of ongoing fees and expenses.

UNDERLYING FUNDS

Fund profiles for each of the Underlying Fund(s) 
will be attached at the end of each quarter (30 
Sept, 31 Dec, 31 Mar & 30 Jun):

QIC Australian Fixed Interest Fund

INVESTMENT 
MANAGER

ACTUAL ASSET ALLOCATION (%)

Cash 0.46

Australian Fixed Interest 99.54



 

Benchmark is the Bloomberg AusBond Composite Index. Prior to June 1998 it was the UBS Semi-Government Bond Index.  

 

QIC AUSTRALIAN FIXED INTEREST FUND 31 December 2021 

Returns (%)* 

  1 mth 3 mths FYTD 1 yr 3 yrs 5 yrs 7 yrs 
Since 

inception 

Fund 0.13 -1.42 -1.01 -2.47 3.71 3.94 3.65 6.80 

Benchmark 0.09 -1.46 -1.15 -2.87 2.86 3.36 3.18 6.38 

Active 0.04 0.04 0.14 0.40 0.85 0.58 0.46 0.42 

* Fund returns are net of trust administration fees and all underlying fund expenses but gross of QIC management and any applicable performance fees 
which are charged outside the Fund. Returns greater than one year are annualised. Inception date was 20 June 1994.

• Australian short-end bonds experienced one of the sharpest sell-offs in 20 years as the RBA abandoned Yield Curve Control  
• Global yield curves flattened aggressively as the exit from extreme policies draws closer  

Performance 

The QIC Australian Fixed Interest Fund (the Fund) returned             
-1.42% for the quarter, outperforming its benchmark return by 
0.04%. 

Key drivers of active performance for the quarter: 

• Nominal duration positions outperformed, driven 
predominately by short domestic 10-year exposures 

• Overweight inflation strategies outperformed as Australian 
10-year breakeven inflation rates (BEIs) rose sharply  

• While overweight credit positioning contributed strongly 
through excess yield, the outperformance was largely offset 
by widening credit spreads  

Market Review 

The December quarter was marked by bond markets beginning 
to prepare for the exit from extraordinary stimulus. As a result, 
2021 was one of the worst calendar years for bond benchmarks 
since the late 1990s. Front-end yields rose sharply globally, 
sparked by ongoing upside inflation surprises and early rate 
hikes by a few central banks, such as Norway, New Zealand and 
the UK. A hawkish shift by the Federal Open Market Committee 
(FOMC) late in the year cemented the market’s confidence in a 
quick end to Quantitative Easing (QE) in the US early in the New 
Year, to be followed shortly thereafter by the first interest rate 
hike of the cycle. The abrupt shift in market rate expectations, 
combined with the emergence of the COVID-19 Omicron 
variant, made for a more cautious tone in risk assets during the 
quarter. 

US 2-year yields more than doubled over the course of the 
quarter, rising 46bps to end the year at 73bps. The most 
interesting aspect of the price action was the sharp flattening of 
yield curves, with markets not convinced that monetary policy 
will be able to normalise much. Moves in longer-end yields were 
much more subdued, with the 30-year yield in the US actually 
ending the quarter 14bps lower at 1.90%. European bonds 
displayed relative resilience through the quarter, with yields 
ending the quarter not far from where they began, with ongoing 
COVID-19 headwinds and continued dovishness from the 
European Central Bank (ECB) keeping yields in check. However, 
like most major markets, yield curve flattening was evident.  

Volatility within domestic fixed income markets increased 
throughout the December quarter, driven predominately from 
the Reserve Bank of Australia’s (RBA) decision to abandon Yield 
Curve Control (YCC). This saw an aggressive 43bps flattening of 

the Australian 3-year versus 10-year yield curve as the market 
priced 80bps worth of cash rate hikes from the RBA over 2022 
by the end of December (up from around 20bps at the beginning 
of the quarter). Markets largely looked through ongoing COVID-
19 developments, instead focusing on global central bank 
tapering/tightening and domestic data, which continued to 
improve. At Governor Lowe’s final speech of the year, he 
indicated that the RBA would consider the future of their QE 
program at the February 2022 meeting, with purchases likely 
ending between February and May. While his language on 
future rate hikes softened, he remained adamant that the RBA 
does not expect conditions to be met for a rate hike in 2022.  

Australian credit markets underperformed global peers 
marginally in the December quarter, with the FTSE AusBig 
Corporate Index ending the quarter 14bps wider at 114bps over 
Government yields. Australian credit spreads also 
underperformed over the full year in 2021, ending the year 
22bps wider. A widening in swap spreads was a key driver of the 

Active performance attribution for the quarter (bps)* 

 
* Dir = Directional; RV = Relative Value 

Risk measures 

  Fund Benchmark 

 Interest rate duration (yrs) 5.73 5.79 

 Credit spread duration (yrs)> 3.00 2.20 

 Yield (%) 1.94 1.46 

 Value at risk (% NAV)>> 3.53 3.52 

 Ex-ante tracking error (%)>> 0.30 - 

 > Credit spread duration: basis point change in NAV for a 0.01% change in credit 
spreads  
 >> Value at Risk (VaR) / tracking error: 1 year horizon, 1 standard deviation 
confidence interval 
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DESCRIPTION: The Fund is actively managed to deliver meaningful returns by actively investing in a diversified, medium risk portfolio of 
predominantly Australian and international higher yielding (sovereign and corporate) fixed interest securities and derivatives. 

INVESTMENT OBJECTIVE: As of 1 July 2019, the objective is to outperform the Bloomberg AusBond Composite Index over the medium term 

INCEPTION: 20 June 1994 SIZE: A$339,045,452 

CONTACT US: +61 7 3020 7082 clientservices@qic.com www.qic.com 

widening in Australian credit spreads during the December 
quarter with the 3-year swap spread widening as much as 20bps 
before partially recovering into year end. The surprise 
withdrawal of RBA yield curve intervention, as well as ongoing 
expectations of increased supply from the four major Australian 
banks, contributed to the underperformance of the domestic 
market during the quarter.  

Outlook and Active Positioning 

For financial markets, if 2020 was the year of the pandemic, then 
2021 was all about inflation. A year from now, we think ‘volatile’ 
might be one of the phrases used to describe 2022. Navigating 
the post-pandemic recovery, including broken supply chains and 
labour shortages, was always going to prove a challenge for 
investors and policymakers. Now that the exit from extreme 
policies is drawing closer, a more volatile market environment 
seems likely in 2022. This part of the cycle is typically more 
volatile, even without the current uncertain backdrop presented 
by COVID-19.  

The bond market has begun to prepare for the RBA to cease its 
bond buying program early in 2022 and begin to lift cash rates 
off zero. Yields lifted substantially in 2021, with the AusBond 
Composite Bond Index recording its worst calendar year 
performance since 1994. Markets now price a series of rate 
hikes over the next couple of years, beyond the pace of hikes 
that we believe will be delivered domestically. Despite the RBA 
(and most economists too) continuing to suggest that rate hikes 
in 2022 are unlikely, bond markets are ignoring them. But we 
would agree with the RBA’s assessment – while rate markets 
price around seven hikes between now and the end of 2023 
(similar to the US), we think the two economies are in much 
different places. Australia’s underlying inflation rate is just 2.1%, 
barely inching back into the RBA’s target range. The US is 
running at double that pace. Likewise, wages are running at just 
over 2% year-on-year in Australia, but nearly double that in the 
US, where they are approaching nearly two-decade highs. Of 
course, one of the key structural differences is that household 
debt ratios have continued to accelerate in Australia, while in 
the US they are back down to levels seen 20 years ago. 
Combined with the relatively higher stock of mortgages tied to 
variable rates in Australia, we think seven rate hikes in less than 
two years, as currently priced by the market, would be a policy 
mistake. For that reason, the Australian front-end is one of our 
preferred places to add to duration on market pull-backs.  

Investors have shunned bonds in recent years, as yields 
collapsed towards zero. Understandably investors questioned 
not only their asymmetric risks at those levels, but whether they 
had any remaining defensive features left. But the tide has 
turned, yields are higher, and while we are fairly upbeat about 
the outlook, we also know that every time central banks have 
tried to remove stimulus in recent years, market ructions have 
not been far behind. In addition, the recent Omicron 
developments remind us that it is still too early to become overly 
complacent about other risks too. When the Omicron news first 
broke, US 10-year yields had their sharpest fall in 18 months, 
proving that bonds remain one of the few reliable levers when 
risk-off sentiment occurs. It is also worth remembering that if 
we look back in history, a negative year for bonds has tended to 
be followed by a positive one.  

After actively positioning for higher yields and BEIs at various 
points during 2021, we ended the year returning to a mostly 
neutral position on both markets. What has served us well in 

recent years is being patient, and then quickly adjusting 
positioning and grabbing opportunities as they arise. With our  

expectation that 2022 will be a year of rising volatility, we think 
the environment is ripe for active management and we will seek 
to continue to add value as the landscape evolves. 2022 is likely 
to be a more challenging year for global credit markets with 
increased uncertainty around the path of inflation and the 
resulting central bank policy response. As a result, we expect the 
recent uptick in volatility to persist with credit spreads trading 
in a wider range than was observed in the first three quarters of 
2021.  

Nevertheless, we have an overall constructive view on credit in 
2022 with the widening in credit spreads observed in the 
December quarter providing a more attractive outlook for carry 
driven forward returns. We also expect credit to be supported 
by strong economic growth and low default risk, despite the 
likelihood of a less favourable monetary policy environment. For 
now, we retain our underweight to major bank senior, a view 
that has performed well in recent months as this sector has 
underperformed.  

During the quarter we published our LMG annual Sustainability 
Report, showcasing the implementation of our ESG processes
across each part of our liquid markets business, including the 
QIC Australian Fixed Interest Fund.   

Maturity composition (%) 

Fund Benchmark 

0-1yr 2.86 7.78 

1-3yrs 10.40 17.41 

3-5yrs 20.42 18.31 

5-7yrs 22.40 17.26 

7-10yrs 21.20 23.43 

 10+yrs 11.56 12.91 

 Other (e.g. RMBS) 7.63 2.26 

 Cash & Equivalents 3.52 0.65 

Asset composition (%) 

Fund Benchmark 

Government 25.70 56.03 

Semi-Government 21.13 26.53 

Supranationals 7.70 9.76 

Financials 16.01 2.52 

Other Corporates 20.19 4.51 

Securitised 5.58 0.00 

Other (inc. Derivatives) 0.17 0.00 

Cash & Equivalents 3.52 0.65 

 Rating composition (%)* 

Fund Benchmark 

AAA 45.13 72.57 

AA 14.98 21.65 

A 10.74 2.67 

BBB 25.63 2.43 

Sub-Investment Grade 0.00 0.00 

Not Rated 0.00 0.03 

Cash & Equivalents 3.52 0.65 

*S&P, Moody’s or QIC credit rating. Sub-IG may include credit derivatives. 

mailto:clientservicecentre@qic.com
https://www.qic.com/about-qic/corporate-information/~/-/media/E92A0E803E8C4D13B26DFC0CB12AE468.ashx
https://www.qic.com/about-qic/corporate-information/~/-/media/E92A0E803E8C4D13B26DFC0CB12AE468.ashx


IMPORTANT INFORMATION 
QIC Limited ACN 130 539 123 (“QIC”) is a wholesale funds manager and its products and services are not directly available to, and this document may 
not be provided to any, retail clients.  QIC is a company government owned corporation constituted under the Queensland Investment Corporation 
Act 1991 (QLD). QIC is also regulated by State Government legislation pertaining to government owned corporations in addition to the Corporations 
Act 2001 (Cth) (“Corporations Act”). QIC does not hold an Australian financial services (“AFS”) licence and certain provisions (including the financial 
product disclosure provisions) of the Corporations Act do not apply to QIC. QIC Private Capital Pty Ltd (“QPC”), a wholly owned subsidiary of QIC, has 
been issued with an AFS licence and certain other wholly owned subsidiaries of QIC are authorised representatives of QPC. QIC’s subsidiaries are 
required to comply with the Corporations Act.  QIC also has wholly owned subsidiaries authorised, registered or licensed by the United Kingdom 
Financial Conduct Authority (“FCA”), the United States Securities and Exchange Commission (“SEC”) and the Korean Financial Services Commission.  
For more information about QIC, our approach, clients and regulatory framework, please refer to our website www.qic.com or contact us directly.  

To the extent permitted by law, QIC, its subsidiaries, associated entities, their directors, officers, employees and representatives (the “QIC Parties”) 
disclaim all responsibility and liability for any loss or damage of any nature whatsoever which may be suffered by any person directly or indirectly 
through the provision to, or use by any person of the information contained in this document (the “Information”), including whether that loss or 
damage is caused by any fault or negligence or other conduct of the QIC Parties or otherwise.  Accordingly, you should not rely on the Information in 
making decisions in relation to your current or potential investments. This Information is general information only and does not constitute financial 
product advice. You should seek your own independent advice and make your own independent investigations and assessment, in relation to it. In 
preparing this Information, no QIC Party has taken into account any investor’s objectives, financial situations or needs and it may not contain all the 
information that a person considering the Information may require in evaluating it. Investors should be aware that an investment in any financial 
product involves a degree of risk and no QIC Party, nor the State of Queensland guarantees the performance of any QIC fund or managed account, 
the repayment of capital or any particular amount of return. No investment with QIC is a deposit with or other liability of any QIC Party. This 
Information may be based on information and research published by others.  No QIC Party has confirmed, and QIC does not warrant, the accuracy or 
completeness of such statements.  Where the Information relates to a fund or services that have not yet been launched, all Information is preliminary 
information only and is subject to completion and/or amendment in any manner, which may be material and without notice. It should not be relied 
upon by potential investors.  The Information may include statements and estimates in relation to future matters, many of which will be based on 
subjective judgements, assumptions as to future events or circumstances, or proprietary internal modelling. No representation is made that such 
statements or estimates will prove correct. The reader should be aware that such Information is predictive in character and may be affected by 
inaccurate assumptions and/or by known or unknown risks and uncertainties and should independently investigate, consider and satisfy themselves 
in relation to such matters. Forecast results may differ materially from results or returns ultimately achieved. Past performance is not a reliable 
indicator of future performance. 

This Information is being given solely for general information purposes. It does not constitute, and should not be construed as, an offer to sell, or 
solicitation of an offer to buy, securities or any other investment, investment management or advisory services, including in any jurisdiction where 
such offer or solicitation would be illegal. This Information does not constitute an information memorandum, prospectus, offer document or similar 
document in respect of securities or any other investment proposal. This Information is private and confidential. It has not been and is not intended 
to be deposited, lodged or registered with, or reviewed or authorised by any regulatory authority in, and no action has been or will be taken that 
would allow an offering of securities in, any jurisdiction. Neither this Information nor any presentation in connection with it will form the basis of any 
contract or any obligation of any kind whatsoever. No such contract or obligation in connection with any investment will be formed until all relevant 
parties execute a written contract and that contract will be limited to its express terms.  QIC is not making any representation with respect to the 
eligibility of any recipients of this Information to acquire securities or any other investment under the laws of any jurisdiction. Neither this Information 
nor any advertisement or other offering material may be distributed or published in any jurisdiction, except under circumstances that will result in 
compliance with any applicable laws and regulations. 

Investors or prospective investors should consult their own independent legal adviser and financial, accounting, regulatory and tax advisors regarding 
this Information and any decision to proceed with any investment or purchase contemplated by the Information. 

Your receipt and consideration of the Information constitutes your agreement to these terms. 

This document contains Information that is proprietary to the QIC Parties.  Do not copy, disseminate or use, except in accordance with the prior 
written consent of QIC. 

This may contain information obtained from third parties, including rating agencies such as Moody's, Standard and Poor's (S&P) and Fitch. 
Reproduction and distribution of third party content in any form is prohibited except with the prior written permission of the relevant third party. 
Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information including ratings, and are 
not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. 
THIRD PARTY CONTENT PROVIDERS GIVE NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. THIRD PARTY CONENT PROVIDERS SHALL NOT BE LIABLE FOR ANY DIRECT, 
INDIRECT, INCIDENTAL, EXEMPLARY, COMPENSATORY, PUNITIVE, SPECIAL OR CONSEQUENTIAL DAMAGES, COSTS, EXPENSES, LEGAL FEES, OR LOSSES 
(INCLUDING LOST INCOME OR PROFITS AND OPPORTUNITY COSTS OR LOSSES CAUSED BY NEGLIGENCE) IN CONNECTION WITH ANY USE OF THEIR 
CONTENT, INCLUDING RATINGS. 

Credit ratings are statements of opinion and are not statement of fact or recommendations to purchase, hold or sell securities.  They do not address 
the suitability of securities for investment purposes, and should not be relied on as investment advice. 
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