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Spectrum Strategic Income Fund – Fact Sheet – 31 March 2019 

Investment Objective 
The Fund aims to generate higher returns than the RBA Cash Rate over the short to 
medium term with lower volatility than equities.  

Investments held 

The Fund holds a diversified portfolio of debt and income securities with a view to 
minimising any loss of income and capital of the Fund. Issuers may be government 
bodies, banks, corporations and, to a limited extent, specialist financing vehicles.  To 
maintain a diversified portfolio structure, certain limits are imposed on security type, 
credit risk, industry and issuers. 

Investment Manager Spectrum Asset Management Limited 

APIR ETL0072AU 

Commencement 31 May 2009 

Fund Size $73.3m 

 

Management costs1 0.75% p.a. Buy Spread +0.15% 

Minimum initial 
investment 

$5,000 Sell Spread -0.15% 

 

Unit Prices Purchase Net Asset Value Withdrawal 

31/3/2019 $1.0905 $1.0889 $1.0872 

 

Performance as at 
31/3/2019* 

1 mth % 3 mths % 6 mths % 1 yr % 3 yr % p.a. 
Inception % 

p.a. 

Total Net Return2 0.74% 1.94% 2.34% 4.45% 4.74% 8.07% 

Average RBA Cash Rate 0.13% 0.38% 0.75% 1.50% 1.53% 2.46% 

*Past performance is not an indicator of future performance. 

Income distributions 30/06/2018 30/09/2018 31/12/2018 31/03/2019 

Distribution rate (cents per unit) 0.7303 0.4500 0.4975 0.7400 

 

                                                           
1 Includes estimated GST payable, after taking into account Reduced Input Tax Credits (“RITC”). 
2 Total Net Return is the Fund return after the deduction of ongoing fees and expenses assuming the reinvestment of all distributions. 



 

For more information visit our website - www.spectruminvest.com.au 

This report was prepared by Spectrum Asset Management Limited (Spectrum) (ABN 31 096 442 198, AFSL 225069) as investment manager 
for the Spectrum Strategic Income Fund (Fund). Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975), a subsidiary of EQT Holdings 
Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT), is the Responsible Entity of the 
Fund. This document has been prepared for the purpose of providing general information only, and not taken into account the investment 
objectives, financial situation and particular needs of any particular person. Before making an investment decision an investor needs to 
consider, with or without the assistance of an advisor, whether the advice is appropriate in the light of particular investment needs, 
objectives and financial circumstances of the investor. Past performance is not a reliable indicator of future performance. Investment returns 
cannot be guaranteed. In deciding whether to acquire, or to continue to hold, units in the Fund please read the current Product Disclosure 
Statement (PDS) available from Spectrum of Equity Trustees. The information contained in this report has been obtained from sources 
believed to be reliable. Neither Spectrum, Equity Trustees Ltd, nor any of its related parties, its directors or employees, provide warranty of 
accuracy or reliability in relation to information on this publication or accepts liability to any person who relies on it. This Fact Sheet reflects 
the information available as at the date this Fact Sheet and is subject to change without notice to the recipient.  

2 

 

 

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

10%

1 year 3 year 5 year Inception

R
et

u
rn

 p
.a

. %
Return comparisons

RBA FRN Composite SSIF

*Past performance is not an indicator of future performance.
SSIF = Spectrum Strategic Income Fund
Composite = Bloomberg AusBond Composite 0+ Yr Index
FRN = Bloomberg AusBond Credit FRN 0+ Yr Index
RBA = RBA Cash Rate

Cash
8%

Australian banks
22%

Australian insurance
13%

Infastructure
13%

Materials
6%

Property
8%

RMBS
2%

Bank French
5%

Bank Swiss
5%

Bank Singapore
8%

Bank Dutch
1%

Logistics
4%

Bank UK
3%

Spectrum Strategic Income Fund - Sector allocation



 

For more information visit our website - www.spectruminvest.com.au 

This report was prepared by Spectrum Asset Management Limited (Spectrum) (ABN 31 096 442 198, AFSL 225069) as investment manager 
for the Spectrum Strategic Income Fund (Fund). Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975), a subsidiary of EQT Holdings 
Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT), is the Responsible Entity of the 
Fund. This document has been prepared for the purpose of providing general information only, and not taken into account the investment 
objectives, financial situation and particular needs of any particular person. Before making an investment decision an investor needs to 
consider, with or without the assistance of an advisor, whether the advice is appropriate in the light of particular investment needs, 
objectives and financial circumstances of the investor. Past performance is not a reliable indicator of future performance. Investment returns 
cannot be guaranteed. In deciding whether to acquire, or to continue to hold, units in the Fund please read the current Product Disclosure 
Statement (PDS) available from Spectrum of Equity Trustees. The information contained in this report has been obtained from sources 
believed to be reliable. Neither Spectrum, Equity Trustees Ltd, nor any of its related parties, its directors or employees, provide warranty of 
accuracy or reliability in relation to information on this publication or accepts liability to any person who relies on it. This Fact Sheet reflects 
the information available as at the date this Fact Sheet and is subject to change without notice to the recipient.  

3 

 

 

 

*Spectrum utilises a linear credit rating methodology which incorporates the lower of the two credit ratings from S&P and Moodys. For investments which do not 

carry a credit rating, the investment is deemed as not rated. As at the 31st of March 2019, 93% of the portfolio has an official credit rating from one (or both) of 

these agencies. Cash is rated ‘AA-‘ to reflect the credit ratings of where the cash accounts are held. The portfolio has an average linear credit rating of ‘A-’.   
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 Spectrum Strategic Income Fund - statistics 

Correlation to Bloomberg FRN Index* 52% 

Correlation to Bloomberg Composite Index* -16% 

Tracking error to Bloomberg FRN Index* 3.1% 

Proportion of positive Fund returns % 88% 

Proportion of negative Fund returns % 12% 

Number of consecutive positive returns 4 Months 

Largest drawdown % -1.6% 

Time to recovery from largest drawdown 2 Months 

Average drawdown % -0.5% 
Source: Spectrum 
*Since inception – 31/5/2009 
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Top ten holdings: 
 

 Holding % 

Cash 8.2% 

National Australia Bank 5.9% 

DBS Group Holdings 5.5% 

AAI Limited 4.7% 

Suncorp Metway Limited 4.1% 

Toyota Finance Australia 4.1% 

Network Finance  4.1% 

UBS AG Australia 3.4% 

Multiplex Sites Trust 3.4% 

APN Regional Property Fund 2.9% 
Source: Spectrum 
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S&P Spec grade default rate
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Rating agencies forecast modest low
and falling defaults

Market commentary 

Favourable conditions for both global and Australian dollar corporate bonds continued in March 

2019. That said, the fund generated 74bps outperforming the Bloomberg floating rate note index by 

34bps for the month. The outperformance was largely due to price gains in a small number of 

securities. 

 1 Month 3 Month 6 Month 1 Year 

SSIF 0.7% 1.9% 2.3% 4.6% 

FRN 0.4% 1.1% 1.6% 3.0% 

Fixed 1.8% 3.4% 5.7% 7.2% 

RBA cash rate 0.1% 0.4% 0.8% 1.5% 
 

Expectations of sustained or even looser monetary policy around the globe persist. Negative yield 

bonds now stand at around $US10tn globally. Rather than face certain losses, increasingly, investors 

are chasing returns by taking risk at ever higher prices.  

In corporate bond land this technical force, combined with very low actual and expected corporate 

default rates, supports the further lowering of credit spreads internationally and locally.  
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Funds that invest heavily in fixed rate bonds tended to perform well over the month - again. 

Government bond yields fell (and bond prices rose) in many countries including Australia.  The 10-

year Australian government bond at the end of the month was 1.8% - a near century low yield. 

While technical factors for corporate bonds remain positive, economic fundamentals are less 

encouraging.   

International economic growth expectations continue to be wound back.  The IMF once again cut its 

global growth expectations in April. 

In particular Europe’s economic and political malaise stymies its growth prospects.  Italy continues to 

slip on planned fiscal reform.  The country’s government indebtedness has now passed the worrying 

120% of GDP level and looks set to climb for foreseeable future. This makes Italy and Europe 

increasingly vulnerable to financial shocks. 

  
 

Investors’ hopes for better global growth expectations appear to be largely linked to the U.S.A and 

China coming to a workable trade deal. That may or may not come. 

Unlike much of the rest of the world, Australia’s key export destination – China – has some 

encouraging growth trend indicators.  As seen below, the Purchasers Manager Index has recently 

risen above the 50 level – suggesting an expanding manufacturing sector.  Local residential property 

prices are also increasing. This often foreshadows rising construction activity. 
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China’s improving economic health is helping Australia’s healthy external sector. Iron ore and coal 

export revenues continue to be elevated. 

Likewise, whatever party is running the Federal Government post the May election, it has much fiscal 

flexibility to stimulate economic growth and perhaps help sustain the current infrastructure boom. 

Despite this, Australia’s economy faces the headwinds from a continued soft property market.  To us 

the pace of home loan growth will be a key determinant on how this sector plays out over the coming 

quarters.  Should it keep decelerating the risks rise that house declines will have a material negative 

impact on both the financial sector and the overall economy.  
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We continue to tweak the portfolio to take advantage of expected falling of A$ credit spreads in the 

coming months while maintaining an average credit rating of ‘A-3‘ .We see a key risk is a jump in 

perceived global geopolitical risk. At present, we believe the market remains complacent in this 

matter. We also continue to shelter the portfolio from the potential fall-out from further declines in 

the local residential property market. We do this by diversifying away from direct and indirect 

exposure to that sector. 

  

                                                           
3 *Spectrum utilises a linear credit rating methodology which incorporates the lower of the two credit ratings from S&P and Moodys. For investments which do 
not carry a credit rating, Spectrum assigns an internal credit rating. As at the 31st of March 2019, 93% of the portfolio has an official credit rating from one (or 
both) of these agencies.  

0

5

10

15

20

25
D

ec
-1

99
4

M
ar

-1
99

6

Ju
n

-1
9

97

Se
p

-1
99

8

D
ec

-1
99

9

M
ar

-2
00

1

Ju
n

-2
0

02

Se
p

-2
00

3

D
ec

-2
00

4

M
ar

-2
00

6

Ju
n

-2
0

07

Se
p

-2
00

8

D
ec

-2
00

9

M
ar

-2
01

1

Ju
n

-2
0

12

Se
p

-2
01

3

D
ec

-2
01

4

M
ar

-2
01

6

Ju
n

-2
0

17

Se
p

-2
01

8

A
n

n
u

al
is

ed
 g

ro
w

th
 %

Lending for homes slowing
Credit; Housing; 12-month ended growth

Credit; Housing; 12-month ended growth

Will growth bounce like 2013?

Sources: RBA, Spectrum

0

20

40

60

80

100

120

140

%
 G

D
P

Much flexibility for Australian gov't
govt debt to GDP %

Sources: BIS, Spectrum

0

50

100

150

200

250

Ja
n

-0
5

O
ct

-0
5

Ju
l-

06

A
p

r-
07

Ja
n

-0
8

O
ct

-0
8

Ju
l-

09

A
p

r-
10

Ja
n

-1
1

O
ct

-1
1

Ju
l-

12

A
p

r-
13

Ja
n

-1
4

O
ct

-1
4

Ju
l-

15

A
p

r-
16

Ja
n

-1
7

O
ct

-1
7

Ju
l-

18

Geopolitical concerns fall to average
Global geopolitical risk indicator

Sources: Economic Policy Uncertainty

Large falls of late

0.0

0.5

1.0

1.5

2.0

2.5

Ja
n

-1
5

A
p

r-
1

5

Ju
l-

1
5

O
ct

-1
5

Ja
n

-1
6

A
p

r-
1

6

Ju
l-

1
6

O
ct

-1
6

Ja
n

-1
7

A
p

r-
1

7

Ju
l-

1
7

O
ct

-1
7

Ja
n

-1
8

A
p

r-
1

8

Ju
l-

1
8

O
ct

-1
8

Ja
n

-1
9

D
iv

er
si

fi
ca

ti
o

n
 S

co
re

Diversification Score 

Diversification Score
*Spectrum’s diversification score methodology is derived as a weighted average of each of the
portfolio’s holdings scored for their contribution or decrement to the Fund’s overall level of
diversification. For reference, senior bank debt is considered to be a neutral position and is given a
score of 0.

Source: Spectrum



 

For more information visit our website - www.spectruminvest.com.au 

This report was prepared by Spectrum Asset Management Limited (Spectrum) (ABN 31 096 442 198, AFSL 225069) as investment manager 
for the Spectrum Strategic Income Fund (Fund). Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975), a subsidiary of EQT Holdings 
Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT), is the Responsible Entity of the 
Fund. This document has been prepared for the purpose of providing general information only, and not taken into account the investment 
objectives, financial situation and particular needs of any particular person. Before making an investment decision an investor needs to 
consider, with or without the assistance of an advisor, whether the advice is appropriate in the light of particular investment needs, 
objectives and financial circumstances of the investor. Past performance is not a reliable indicator of future performance. Investment returns 
cannot be guaranteed. In deciding whether to acquire, or to continue to hold, units in the Fund please read the current Product Disclosure 
Statement (PDS) available from Spectrum of Equity Trustees. The information contained in this report has been obtained from sources 
believed to be reliable. Neither Spectrum, Equity Trustees Ltd, nor any of its related parties, its directors or employees, provide warranty of 
accuracy or reliability in relation to information on this publication or accepts liability to any person who relies on it. This Fact Sheet reflects 
the information available as at the date this Fact Sheet and is subject to change without notice to the recipient.  
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Over the month the following entities worth noting issued into the market; 

• BWP Management – 7 Year Senior unsecured Fixed - $450m @Swaps+150bps 

• Incite Pivot – 7 Year Senior unsecured Fixed - $450m @Swaps+240bps 

• Connect-East – 7 Year Senior unsecured Fixed - $250m @Swaps+150bps. 

• PEET Limited – 5 Year Senior unsecured Fixed - $75m @Swaps+575bps. 

• ICBC – 3 Year Senior unsecured FRN - $500m @BBSW+100bps. 
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© 2019 Morningstar, Inc. All rights reserved. Neither Morningstar, its affiliates, nor the content providers guarantee the data or content 

contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution. Any general advice or ‘class 

service’ have been prepared by Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or Morningstar Research Ltd, 

subsidiaries of Morningstar, Inc, without reference to your objectives, financial situation or needs. Refer to our Financial Services Guide (FSG) 

for more information at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters and if applicable, the 

relevant Product Disclosure Statement before making any decision to invest. Our publications, ratings and products should be viewed as an 

additional investment resource, not as your sole source of information. Past performance does not necessarily indicate a financial product’s 

future performance. To obtain advice tailored to your situation, contact a professional financial adviser. The Morningstar Rating is an 

assessment of a fund’s past performance – based on both return and risk – which shows how similar investments compare with their 

competitors. A high rating alone is insufficient basis for an investment decision. 

As at 31/3/2019 

ONLINE APPLICATION PDS APPLICATION FORM 

https://www.morningstar.com.au/Funds/FundReport/18341
https://sqmresearch.com.au/funds/dumps/profile.php?id=F00000J3ZU
https://investmentcentre.moneymanagement.com.au/factsheets/mi/09xr/spectrum-strategic-income
https://www.facebook.com/Spectruminvest
https://twitter.com/LindsaySkardoon
https://www.linkedin.com/company/spectrum-asset-management-limited/

