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Performance 

 1 Mth % 3 Mths % 1 Yr % 3 Yrs % 5 Yrs % 7 Yrs % 
Since Inception  

% pa1 

Return 0.557 1.57 5.07 4.52 2.97 3.15 3.84 

Bloomberg Govt Inflation Index 0-10 0.575 1.55 5.06 4.44 2.86 3.01 3.70 

Excess Return -0.018 0.02 0.01 0.08 0.12 0.14 0.14 

Valuation at month end: $28M 
Returns are expressed before investment management fees and taxes; The excess returns may be out due to rounding.  
1. Since Inception 07/06/2011. 

 

 
Portfolio Review - Key Drivers of Performance 
• Short duration: Modest under-performance from short 

overall duration positioning given relative beta performance 
between nominal and real yields.  

• BEI positioning: Weakening performance in the second half 
of month. 

 
 
Key Characteristics 

 Fund Benchmark 

Real Interest Rate Duration (yrs) 3.61 3.52 

Active Nominal Duration 0.12 - 

Running Yield (Real %) 1.82 1.76 

Semi Spread Duration (yrs) 0.17 0.17 

Weighted Avg Credit Rating AAA AAA 

 

 
Excess Return Attribution 

Description Mar BPs Apr BPs May BPs 

Duration +2.0 +2.5 -0.8 

Curve -2.0 +1.5 -1.0 

Sector - - - 

BEI -1.1 +1.2 - 

ZCS - - - 

Yield Enhancement - - - 

CPI Accrual - - - 

Other (t-costs, pricing 
tracking error) 

- - - 

Total Excess Return -1.1 +5.2 -1.8 

 
 
Portfolio Activity and Positioning 
• Limited trading over the month. 

 
 
 
 
Portfolio Strategy 

Strategy Rationale & Implementation 

Duration  • Near neutral duration positioning with bias to get long: After March and April, portfolio duration positioning shifted 
short given the risk of improving sentiment and the ongoing resilience in hard economic data. Linkers, initially 

performed better through this period relative to nominal bonds. Overall, US rates appear to have broken a bearish 
trendline that has been in place since early April. The break coincided with levels near 4.40%, with 4.50% proving to 
be a highly resistant level. A clear bullish channel is now forming although material risks remain around this. With 

unresolved tariff policies, escalating geopolitical tensions and rising oil prices, bond volatility and higher yields cannot 
be ruled out over the near term. Generally speaking though, Aussie real yields sitting well above 2% look attractive, 
with growth continuing to remain sub-trend.  

Yield Curve • Preference for nominal curve steepening via the US 2/10s:  Following the material steepening in global yield 
curves, some short-term respite was anticipated in this trend, with the expectation that the aggressive pricing for 
Fed and RBA cuts would be largely unwound. While this is still to fully play out  for the RBA, the market’s focus is 

shifting now to the potential for higher oil prices to keep yield curves steeper. In the short term the Aussie curve 
should move in sympathy with the US curve, despite less supply risk in ACGB issuance and likely lower tariff-
related impacts on growth and inflation.  

Sector 
Exposure 

  

• Selective on semi spread risk: The sector has seen volatility in semi-bond spreads in recent months driven in part 
by increasing state deficits but offset by tightening swap spreads. The recent buyback of the Tc25i presented very 

attractive levels to reduce exposure to Tcorp in May. 

BEI  • Long BEIs: Declining carry, additional government rebates and concerns over global growth help place 
downward pressure on BEIs through March and April. This was reversed in May with better performance across 
the BEI curve. Domestic conditions remain supportive to higher BEIs, with improved carry and rising headline 
inflation, while geopolitical flashpoints continue to pressure long BEIs higher. 

 

RV • RV – Preference for BEIs remains in intermediate sectors: Positioning on BEIs remains constructive with the 
preference for ix27 through to ix35 exposure.  

Stock 
Selection 

• Case by case. 
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Market Review 
Bond yields rose and credit spreads narrowed as tariff negotiations and 
concessions eased tariff concerns. Market concerns over the US fiscal deficit, 
the Fed’s hawkish patient stance and continued resilience in the macro data 
also drove bond yields higher.  
 
Tariff concerns eased as the US and China agreed to reduce US tariffs from 
145% to 30% and China tariffs from 130% to 10% for 3 months. The US also 
reached a trade framework with the UK and agreed to delay a planned 50% 
tariff on EU imports until July 9th. Later in the month the US Court of 
International Trade blocked Trump’s tariffs, but this was overturned by a 
federal court’s appeal.  

 
Overall, US macro data continued to show the impact of tariffs has yet to 
show up in the hard data. The labour market remained robust with higher 
than expected non farm payrolls and lower jobless claims. Retail sales were 
higher than expected, and core CPI was 2.8% as expected. Sentiment data 
rebounded from the lows of April. 
 
Fed speak reflected the uncertainty of the macro outlook amid the ongoing 
tariff uncertainty and the current strong macro backdrop providing little basis 
for monetary policy easing in the short term. Inflation risks are a key concern 

for the Fed as they reiterated their commitment to the 2% inflation target and 
stressed the need for patience to allow “time to make sure that we continue 
to make progress on inflation”. As a result, markets pared back rate cut 
expectations by almost 2 cuts, to just over 2 rate cuts for the remainder of 
2025. 
 
Bond yields also rose off the back of increasing concerns over the US fiscal 
deficit, with Trump’s “big beautiful bill” expected to add around $2.5 trillion to 
US debt over the next decade. Some Wall Street CEO’s such as JP Morgan’s 
Jamie Dimon, raised concerns saying that it would eventually lead to cracks 
in the bond market. US Treasury Secretary Bessent tried to reassure markets 
by saying that the US is never going to default on its obligations. Moody’s 
also downgraded its US government credit rating to Aa1 (AA+ equitv) on the 
expectation that US debt will rise to 134% of GDP by 2035, up from 98% in 
2024. US 30-year government bond yields reached over 5% in May.  
 
In Australia, the RBA delivered a dovish 25bps rate cut (and considered a 
50bps cut) as it moved towards a more balanced focus on its dual mandate 
of employment and inflation goals given the strong disinflation trend plus the 
uncertainty around the growth impact of tariffs. Market pricing of rate cut 

expectations fell around 1.5 cuts to just over 3 cuts for the remainder of 2025. 
Employment and wages data came in above market expectations.  
 
Long term Japanese bond yields sold off after a weak 20-year auction. This 
was then followed by a weak 20-year US Treasury auction.  
 
Credit spreads narrowed as the risk off tone abated, reversing most of the 
spread widening of April. 
 

Macro Outlook 
Markets are becoming more concerned about the sustainability of the US 
fiscal deficit due to rising global government bond yields, increased debt from 
Trump’s “big beautiful bill”, and the prospect of US bond yields staying higher 
for longer due to increased inflation risks from tariffs. 
 
Trump’s proposed, “big beautiful bill”, if not met by future revenue growth, will 
see increased supply of US treasuries, as the US government looks to fund 
and service the estimated 3 trillion of additional funding required over the next 
decade. 
 
Rising or sustainably high, long term US Treasury bond yields present a 
challenge for the US government to fund the increasing deficits. This year we 
have seen yield curves steepen across major developed markets with rising 
long term bond yields. Japan’s 10-year government bond yield has increased 
over 40bps this year which has made the traditional carry trade of Japanese 
investors investing in US treasuries less attractive as their domestic yield 
curve becomes more attractive. In Germany, bund yields rose on the back of 
the announcement to materially increase fiscal expenditure on military and to 
fund infrastructure development. Higher domestic bond yields, along with 
less faith in the US and its fiscal position, may lead foreign investors to 

rebalance out of US treasuries and back into their local bond markets. Such 
concerns have seen the market watching longer dated US Treasury auctions 
for signs of weakness in investor demand, particularly from overseas 
investors. 
 
Ongoing uncertainty about Trump’s tariff policy end game continues to 
present risks to the global growth outlook and inflation. Tariffs are generally 
seen as inflationary for the US, but the key questions for investors are, what 
will be the magnitude, and will the inflationary impact be transitory or become 
embedded in inflation expectations. If inflation from tariffs turns out to be 

more persistent this will potentially put further pressure on US bond yields 
and thus the sustainability of funding US fiscal deficits. 

 

 
Antares Scenario Analysis 
The Antares Scenarios table reflects the interplay between growth, inflation, 
and bond yields and how they will drive the level and shape of yield curves 
in the different scenarios. 
 
The probability weightings in the table below reflected the team’s broad 
distribution of expected scenario outcomes, reflecting the uncertainty around 
the potential impacts of US tariff policy implementation.  
 
In Australia, the RBA delivered a dovish 25bps cut off the back of the strong 
disinflation trend and concerns over the potential impact of tariffs on the 
global and domestic growth outlook. 

 

 
 
Antares three key Antares’ scenarios remain: 
“Stagflation Light” scenario (6a) – growth below trend but inflation above 

trend. 
“Trend” scenario (3) – growth and inflation both at longer term averages 
(trend). 
“Below Trend” scenario (4) – growth and inflation both below longer-term 
averages (below trend). 

 
Interest Rate & Inflation Outlook 
Aussie 10yr futures sold off 13bps over the month to 95.71, outperforming 
US treasuries, which sold off 24bps to 4.40%. The US 2/10s curve remained 
relatively static over the month at around 50bps, while the Aussie curve 
steepened up primarily as a result of renewed expectations for lower 
domestic policy rates, keeping 3yr futures relatively steady. 
 
Expectations for the RBA policy rate shifted over the month, with the near-
term probability of cuts ratcheting up for July and August, while policy rate 
expectations 1yr out dipped below 3% again. This was largely on the back of 
a weaker 1Q GDP print and the market’s dovish interpretation of the RBA’s 
May minutes and policy stance. 
 
Long end rates in the US remain in a 4.35%-4.60% range for now but 

continue to be buffeted by shifts in US policies (e.g. tariffs) as well as 
conflicting economic data. Catalysts for lower yields include ongoing softness 
in survey-based data, risks around the passage of certain tax bills in 
Congress and some pivoting by the US Treasury from longer tenors to shorter 
and intermediate maturities. Pressure for higher yields largely emanates from 
the risk of higher US inflation and ongoing concerns about foreign 
participation in US treasury auctions. 
 
On the domestic inflation front, the release of the April monthly CPI (+0.8%) 
did little to dissuade market expectations of another large uptick in quarterly 
CPI, with early consensus building around 0.8% (or higher) print for 2Q. 
 

Credit Outlook 
Australia’s credit markets performed strongly in May as credit spreads have 
continued to narrow from the wider levels seen in early April when the initial 
policy announcements were made regarding US Tariffs. US Tariffs are 
generally perceived as negative for global growth, and the initial levels 
announced were assessed as materially increasing the recession risk for the 
US and the global economy. Although US Tariffs are a reality for most US 
trading partners, the aggressive posturing of the initial announcements has 
been watered down (and/or delayed) and this combined with ongoing decent 
economic data has seen the market assess, at least for now, that US Tariffs 
will be less disruptive to US and global growth. 
 
Credit fundamentals are still supportive, but the unfolding geopolitical 
environment continues to present material event risks and the potential for a 
growth deterioration and/or a recession. 
 
We continue to prefer exposure to short-dated credit bonds to reduce 
portfolio sensitivity to any spread-widening while still maintaining a decent 
degree of yield enhancement. We are also targeting the maximisation of the 
roll-down profile of the portfolio and selecting bonds with high break-even 
credit spreads. 
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We continue to maintain exposure to credit securities and have participated 
in some attractive primary bond issuance since April at decent yields and/or 
credit spreads that enhance portfolio yield capture. We have also added 

some credit protection via purchasing Australian iTraxx for some portfolios 
were appropriate for overall credit spread duration management. 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 

 
 

 
 

 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

About Antares Fixed Income 
Antares Fixed Income (Antares) is a specialist fixed interest manager 
covering a range of domestic and international securities. Antares has 
managed fixed interest and cash portfolios for investors since 1990 and 
currently has over A$24.93 billion* in funds under management across a 
range of cash management, fixed income and liability driven investment 
strategies. Antares is focused on delivering performance objectives for its 
clients within a carefully managed and defined risk framework. 
*as at 30 June 2024

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Contacts 
Client Services 

Address: Level 21, 252 Pitt Street, Sydney NSW 2000 
Email: client.services@mlcam.com.au 
Phone: 1300 738 355

  
 
Important Information 
This report has been prepared by MLC Investments Limited ABN 30 002 641 661, AFSL 230705 (‘MLCI’), the Responsible Entity of, and the issuer of units in, the Antares Inflation Linked 
Bond Fund (‘the Fund’). This is intended for use only by 'wholesale clients' within the meaning of the Corporations Act 2001 (Cth). This report has been prepared in good faith, where 
applicable, using information from sources believed to be reliable and accurate as at the time of preparation. However, no representation or warranty (express or implied) is given as to its 
accuracy, reliability or completeness (which may change without notice). This report does not take account of an investor's particular objectives, financial situation or needs. Investors should 
therefore, before acting on information in this report, consider its appropriateness, having regard to the investor's own particular objectives, financial situation or needs. We recommend 
investors obtain financial advice specific to their situation. Past performance is not a reliable indicator of future performance. Any projection or other forward-looking statement ('Projection') 
in this report is provided for information purposes only. No representation is made as to the accuracy or reasonableness of any such Projection or that it will be met. Actual events may vary 
materially. Any opinions expressed by MLCI constitutes MLCI's judgment at the time of writing and may change without notice. Performance figures in this report are shown gross – taxes 
and fees, which may include entry/exit, management and performance fees, will be applicable to investors and should be taken into consideration. MLCI is part of the Insignia Group of 
companies (comprising Insignia Financial Limited ABN 49 100 103 722 and its related bodies corporate) (‘Insignia Group’). The capital value, payment of income and performance of the 
Fund are not guaranteed.  An investment in the Fund is subject to investment risk, including possible delays in repayment of capital and loss of income and principal invested. Neither MLCI 
nor any other member of the Insignia Group nor any other party guarantees the repayment of your capital, payment of income or the performance of the Fund.  Bloomberg Finance L.P. and 
its affiliates (collectively, “Bloomberg”) do not approve or endorse, any information included herein and disclaim all liabil ity for any loss or damage of any kind arising out of the use of all or 
any part of this material. 


