
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 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 1.32 0.14 1.18

1 year 3.57 -1.92 5.49

2 years (pa) 6.92 1.97 4.95

3 years (pa) 5.74 1.86 3.88

5 years (pa) 4.26 0.33 3.93

Inception (pa) 5.68 0.12 5.56
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 0.62

Australian Fixed Interest 99.38



   
 

Benchmark is the Bloomberg AusBond Composite Index. Prior to June 1998 it was the UBS Semi-Government Bond Index. Past performance is not a 
reliable indicator of future performance. Forecast results are predictions only and may differ materially from results ultimately achieved.  
* Dir = Directional; RV = Relative Value 

 

QIC AUSTRALIAN FIXED INTEREST FUND 30 September 2020 
Returns (%)* 

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

Fund 1.00 1.49 1.49 4.23 6.42 4.95 5.50 7.21 

Benchmark 1.08 1.02 1.02 3.21 5.96 4.53 5.08 6.82 

Active -0.07 0.47 0.47 1.03 0.46 0.42 0.42 0.39 

* 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 nominal bond markets remained in a very narrow trading range during the quarter 
• Australian credit spreads tightened during July and August, although spreads leaked wider towards the end of the quarter 

Performance 
The QIC Australian Fixed Interest Fund (the Fund) returned 
1.49% for the quarter, outperforming its benchmark by 0.47%.  
Key drivers of active performance for the quarter: 
• Overweight credit exposures were the key contributor, 

driven both from credit carry and a strong contribution 
from tighter spreads 

• Tactical (short-term) strategies contributed positively 
across all sectors, with a particularly solid contribution by 
long inflation positions 

Market Review 
The September quarter saw a continuation of many of the 
themes that were already in train following the global policy 
response to the COVID-19 pandemic. Improving risk sentiment 
was aided by ongoing extraordinary monetary policies 
(underscored by a regime shift from the US Federal Reserve), 
large scale fiscal intervention and improving global economic 
data. While a rising European COVID-19 case count, the lack of 
progress on a US Fiscal deal and US election uncertainty all 
weighed on sentiment in early September, the market ended 
the quarter on a firmer risk footing. 
Nominal bond market volatility continued to fall throughout the 
September quarter, with the MOVE Index (a measure of 
Treasury market volatility) dipping to all-time low levels. This 
was reflected in relatively tight yield ranges with US yields 
ending the quarter just 3bps higher. For the time being, central 
bank intervention in bond markets continues to counterbalance 
larger nominal bond supply to fund fiscal expansion. 
Australian 10-year yields ended the quarter 8bps lower, with 
Australian bonds outperforming their US counterparts. After 
rising to over 1.00% in late August, the prospect of further 
easing from the Reserve Bank of Australia (RBA) and a global 
‘risk-off’ sentiment in late September saw domestic 10-year 
yields close at their intra-quarter low levels.  
The first major development in September was the RBA’s 
announcement to expand and extend its Term Funding Facility. 
Further to this, RBA Deputy Governor Guy Debelle delivered a 
speech later in the month outlining additional policy easing 
options. In conjunction with many prominent domestic 
economists forecasting additional near-term rate cuts, 
Australian 3-year yields finished the quarter at 16bps, having 
spent most of the quarter hovering around the RBA’s yield curve 
control target of 25bps.  

Despite these low absolute yield levels, Australia remains a 
relatively attractive jurisdiction for offshore investors. The 
Australian Office of Financial Management (AOFM) has issued 
$A90bn of its $A240bn target for 2020-21 and supply continues 
to be well absorbed. This was reflected in the recent A$25bn 
issuance of an inaugural 2026 bond and the strong Asian 
demand for the 2051 new issue, which attracted an order book 
in excess of A$36bn (the AOFM printed A$15bn at a yield of 
1.93%). The Fund participated in both syndications. 
Semi-Government bonds continued to outperform during the 
quarter, with the spreads of most issuers narrowing across the 
curve and ending at (or close to) their tightest levels in a year. 
Treasury Corporation of Victoria (TCV) and Western Australian 
Treasury Corporation (WATC) were the two exceptions, with 
their bonds selling-off slightly during September, having 
tightened in July and August. 
After lagging US and European credit markets in both the spread 
widening in the March quarter and recovery in spreads in the 
June quarter, Australian credit spreads are now largely tracking 
moves in offshore markets. The FTSE AusBig Corporate Index 

Active performance attribution for the quarter (bps)*\ 

 
* Dir = Directional; RV = Relative Value 

Risk measures 

  Fund Benchmark 

 Interest rate duration (yrs) 5.98 6.07 

 Credit spread duration (yrs)> 3.28 2.15 

 Yield (%) 1.16 0.69 

 Value at risk (% NAV)>> 4.01 3.92 

 Ex-ante tracking error (%)>> 0.64 - 

 > 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 provide defensive fixed income exposure by investing in a diversified, medium risk 
portfolio of predominantly Australian and international higher yielding (sovereign and corporate) fixed interest 
securities and derivatives. 

INVESTMENT OBJECTIVE: To outperform the Bloomberg AusBond Composite Index over the medium term 
INCEPTION: 20 June 1994 SIZE: A$1,607,838,133 
 

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

This Fund Commentary and the information contained in it (the “Information”) is subject to the ‘Disclaimer’ on our web site: see http://www.qic.com/disclaimer.aspx (as 
amended from time to time) as if any references to ‘website’ (or related terms) in the ‘Disclaimer’ are replaced with references to the Information, and all other necessary 
consequential amendments are made. 
Ratings by Standard & Poor’s are statements of opinion, not statements of fact or recommendations to buy, hold, or sell any securities or make any other investment decisions. 
Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services license number 337565 under the Corporations Act 2001. Standard & Poor’s credit ratings and related 
research are not intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act). 
 

finished the September quarter at 120bps over Government 
yields, 7bps wider than the tightest level of the quarter but 
19bps tighter quarter-on-quarter. Primary market activity was 
steady throughout the quarter, with deals generally well 
oversubscribed and pricing with minimal new issue concessions. 

Outlook and Active Positioning 
In the September quarter, the Fund was well positioned for key 
market themes. We were early to identify that the combination 
of large and targeted fiscal stimulus, in conjunction with 
extraordinary central bank policy settings, would lead to a 
reassessment of the deflationary expectations priced into 
markets at the height of the March and April sell-off induced by 
COVID-19.  
US central bank policy and the associated flow of liquidity has 
historically been a key determinant of global risky asset returns. 
In that context, the changes announced by the US Federal 
Reserve over the September quarter were significant. The 
adoption of an average inflation targeting framework, in 
conjunction with broad based and inclusive maximum 
employment, underscores their intention to let the economy 
run somewhat hotter than previously. However, it is the 
implications for global central bank policy making which are 
perhaps even more cogent. Having learned from their failure to 
achieve their objectives during the last expansion, global central 
banks are now signalling a commitment to sustain 
accommodative policies far longer than their previous response 
functions would suggest. The European Central Bank is another 
recent example of this, having signalled their intention to 
recalibrate their policy stance and medium-term inflation aim in 
a forthcoming monetary policy review.  
While recent volatility in nominal bond markets remains at 
historical lows, in an environment in which central banks are 
actively courting rising inflation expectations, we do not foresee 
the recent inverse correlation between nominal and real yields 
persisting over the medium-term. While central banks have 
been able to anchor front-end yields, higher inflation 
expectations should see correlations normalise and nominal 
rates rise eventually. With global debt issuance (both sovereign 
and corporate) increasing at unprecedented rates, supply side 
dynamics will also likely place increasing upward pressure on 
nominal yields. The Fund’s active positioning reflects this 
relative asymmetry via yield curve steepening positions and 
modest underweight interest rate duration positioning.  
In the short run, we expect inflation markets to continue to 
exhibit higher volatility than their nominal counterparts and 
continued outperformance. Globally, COVID-19 has provided 
the political cover for governments to run larger budget deficits 
and higher debt balances. Ultimately, we believe that this 
unprecedented fiscal policy response, working in tandem with 
extraordinary monetary policy, will lead to higher inflation 
expectations. As our conviction has increased, we have 
continued to add to overweight inflation holdings.  
We remain constructive on credit given the extraordinary 
central bank support, unprecedented fiscal measures, the grab 

for yield resulting from a prolonged period of low interest rates 
and expectations of favourable supply and demand in the 
medium-term. Notwithstanding some likely near-term volatility 
related to the US election outcome, our updated base case is 
that over the next twelve months, credit spreads will tighten to 
the lowest levels seen since the Global Financial Crisis.  

We also expect corporate fundamentals to improve as 
corporate behaviour continues to favour bondholders, with a 
focus on building balance sheet resilience at the expense of 
shareholder returns. Against this backdrop, we maintain our 
credit overweight.  

Asset composition (%) 
   Fund Benchmark 

Government 18.99 57.41 

Semi-Government 21.27 24.66 

Supranationals 10.18 10.05 

Financials 22.47 3.07 

Other Corporates 24.18 4.36 

Securitised 2.00 0.00 

Other (inc. Derivatives) 0.07 0.00 

Cash & Equivalents 0.85 0.44 

Rating composition (%)* 
  Fund Benchmark 

AAA 42.75 77.97 

AA 13.15 16.62 

A 23.05 2.66 

BBB 20.16 2.15 

Sub-Investment Grade 0.05 0.00 

Not Rated 0.00 0.15 

Cash & Equivalents 0.85 0.44 
*S&P, Moody’s or QIC credit rating. Sub-IG may include credit derivatives. 

Maturity composition (%) 
  Fund Benchmark 

 0-1yr 5.62 6.59 

 1-3yrs 20.50 16.44 

 3-5yrs 17.56 17.18 

 5-7yrs 18.98 16.24 

 7-10yrs 17.88 25.22 

 10+yrs 11.61 14.14 

 Other (e.g. RMBS) 7.01 3.74 

 Cash & Equivalents 0.85 0.44 
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