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Fund Performance 

Period Ended 30/04/2023 1 Mth % 3 Mths % 1 Yr % 3 Yrs % 5 Yrs % 7 Yrs % Since Inception %pa1 

Portfolio 0.45 2.48 6.20 2.93 3.20 2.89 3.94 

Bloomberg Govt Inflation Index 0-10 0.40 2.45 6.12 2.88 3.01 2.75 3.79 

Difference 0.05 0.03 0.07 0.05 0.18 0.14 0.15 

Valuation at month end was $57M 
Portfolio returns are expressed before investment management fees and taxes; The difference in returns between the Fund and the benchmark may be out due to rounding.  
1. Since Inception 07/06/2011

 
 

Expected Return Objective 
The Antares Inflation Linked Bond Fund aims to outperform (before 
fees) the Bloomberg AusBond Inflation Government 0-10 Yr Index 
over an interest rate cycle.  

 
Portfolio Review 
Linkers performed strongly in April, taking the rolling 12 month return to 
6.20%. The strong performance seen in Q1 spilled into April, driven by 
ongoing high inflation carry. Underpinning the high accrual has been 7.4% 
annualised inflation carry, which will moderate to 6.6% with the next round 
of coupon payments, following a 1.4% print for 1Q23 CPI. The 
combination of higher-than-expected headline CPI and a weaker trimmed 
mean helped drive an end of month rally in real yields to leave real rates 
largely unchanged for the month. 
 
Excess returns for April were supported by the following: 

• Duration: Tactical positioning saw additional excess returns from 
duration management, notwithstanding a modest sell-off in nominal 
rates. 

• Sector: Positive contribution from long semi risk position and 
specifically from TCorp 2025 linker. 

• BEI/ZCS: Positive performance from tactical BEI positioning. 

• Curve: Positive performance from delta-adjusted long 3yr/5yr 
futures positioning and short ix27 positioning with reciprocal 
positioning held in the long end.  

 
Key Characteristics at 30/04/2023 
 Fund Benchmark 

Real Interest Rate Duration (yrs) 4.73 4.69 

Active Nominal Duration -0.02 - 

Running Yield (Real %) 0.61 0.44 

Semi Spread Duration (yrs) 0.54 0.43 

Weighted Avg Credit Rating AAA AAA 

 
Excess Return Attribution 

Description 
Feb 
BPs 

Mar 
 BPs 

Apr  
BPs 

Duration 1.0 -1.0 - 

Curve 0.5 -2.0 1.0 

Sector 1.5 -1.0 1.0 

BEI 1.0 - 1.0 

ZCS - - - 

Yield Enhancement - - 1.0 

CPI Accrual - - - 

Other (t-costs, pricing tracking 
error) 

- -2.0 1.0 

Total 4.0 -6.0 5.0 

 
 
 

 
 
Portfolio Strategy and Positioning 
Following the CPI release, money markets focused on the Trimmed 
Mean (TM) which was reported at 1.2% (vs 1.4% consensus), taking the 
annual rate to 6.6%. This was lower than the RBA’s implied 1.4% 
forecast for Q1 and suggests a modestly weaker CPI track for 2023. 
Indeed, the Statement of Monetary Policy released in early May saw the 
CPI forecast for year-end 2023 revised lower by 0.25% to 4.5%.  
 
If these projections come to fruition, the portfolio will receive attractive 
inflation accrual for the remainder of this year, with outsized inflation 
prints rather than BEIs continuing to underpin linker outperformance. 
Also supporting current valuations are the notable inflation prints from 
2H22, which continue to work through the system given the 6-7 month 
indexation lag.  
  
Following the release of the Q1 CPI, the market was quick to discount 
the possibility of further rate hikes. Subsequently, in the period following 
the CPI report and RBA decision, there has been a reassessment of the 
rate outlook. The RBA’s surprise hike in May and the accompanying 
hawkish statement along with an expansionary federal budget have led 
to higher rate expectations, albeit modestly. With the market still too 
sanguine about rate hikes, the portfolio’s short rate real rate positioning 
provides some protection against a faster ratcheting in short-end rates. 
 
Pushing against the notion of further rate hikes is Treasury’s forecast for 
a more benign inflation outlook, with the budget expecting inflation to 
return to the RBA target sooner and more emphatically.  
 
In a mechanical sense, the budget’s measures around cost of living relief, 
including assistance with energy bills, rent, and pharmaceuticals, will 
likely see a lower CPI profile in Q3 2023 (all else being equal). This will, 
however, be largely offset by an increase in the excise tax when it comes 
into effect. The net impact from these changes on the portfolio, therefore, 
should be modest. 
 
The initial bond market reaction to the government’s relief measures was 
slightly negative, with shorter dated inflation swaps underperforming 1-
2bps. The increased budget payments and reversion to deficits from year 
2 onwards points to a higher fiscal impulse, which should drive growth 
and inflation higher, than otherwise, over the medium term. 
 
The portfolio is well positioned for these policy initiatives and the potential 
for a more hawkish RBA in the coming months, something that is clearly 
under-priced by markets. Risks, however, remain around many of the 
budget forecasts, not least of which are its assumptions on growth, 
commodity prices, and productivity rates.  
 
Higher policy rates should translate into higher short end real rates in the 
near term. For a more sustained push higher in real rates and real 
accrual offered to ILB holders, there will need to be a more durable 
improvement to productivity growth. This will take significant reform and 
policy action if the government is to have any chance of realising its 
optimistic 1.2% productivity rate assumption. 
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Market Review 
After multiple bank collapses in March, market volatility fell in April. 
However, markets remain nervous about broader global contagion 
risks from the US regional banking system. Macro data over the 
month showed increased risks to a stagflation scenario with elevated 
inflation and signs of weaker growth.  
 
The US continued to see mixed economic data with mixed 
manufacturing data, lower factory and durable goods orders, lower 
than expected GDP, mixed services data, higher one year inflation 
expectations, and stronger retail sales. The labour market remains 
resilient despite some weaker data during the month. This was 
against a backdrop of Fed rhetoric questioning if they have achieved 
an adequately restrictive cash rate to bring inflation back down to 
their 2% target and markets trying to pick the peak of the rate hiking 
cycle. US core inflation levels remain at elevated levels.  
 
There was also mixed economic data globally, with lower than 
expected inflation in Germany and Spain and higher than expected 
inflation in the UK and France.  
 
Domestically, the RBA paused in April, waiting for the quarterly CPI 
data which showed sticky core services inflation and goods inflation 
coming off recent peaks. A key takeout from the RBA review was a 
change in the inflation target to the midpoint of the 2-3% target band 
and a new monetary policy board to be created. 

 
Macro Outlook  
With markets and central banks shifting their focus back on price 
stability after financial stability issues in March, there remain 
divergent views on recession risks. Markets are pricing in multiple 
rate cuts by year’s end in the US and one in Australia in anticipation 
of higher recession risks. The rhetoric from the Fed and, more 
recently, the RBA is that a restrictive policy stance may be required 
for longer to address persistent and sticky inflation, which has been 
driven by strong services inflation and a resilient labour market.  
 
The RBA’s dovish approach to inflation is reflected in their objective 
to bring inflation back to 3% by mid 2025, which lags the timeframe 
set by other major central banks. Post the RBA review, the target is 
now at 2.5%. The RBA faces a number of headwinds to achieving 
this even by mid 2025. The emphasis that has been placed on 
preserving the benefits of record low unemployment has increased 
the risk that inflation becomes structurally embedded in the economy 
after being at high levels for a long period. In addition, with broad 
based wage price pressure yet to flow through the economy and a 
population increase of around 2% over the next two years through 
immigration, the tradeoff between price stability and full employment 
will need to be reassessed. 

 
Antares Scenario Analysis 
The Antares Scenarios table below 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. 

 
 
 
 
 
 

 
High inflation and falling growth forecasts have seen Antares’ 
scenario analysis continue to shift from the better growth Scenarios 
2 & 3 to the slower or negative growth “stagflation” Scenario 6. 
“Stagflation” is the highest probability (45%) with “Trend” (25%) 
and “Below Trend” (13%) still significant. The Recession scenario 
has risen to 20%. The strong rally in bonds since January has left 
market yields 40-70bps below Antares fair values (FV) with shorter 
bonds appearing the least “expensive”. The wide FV differential on 
shorter bonds supports Antares’ yield curve steepening strategy.   
 

Interest Rate & Inflation Outlook 
The RBA continues to maintain a clear tightening bias. In its decision 
to hike in May, the central bank cited amongst other things global 
growth and inflation (upticking) along with a very strong domestic 
labour market. Confounding many economists was the fact that the 
RBA rarely hikes when lowering its near-term inflation forecast. It last 
did this in 2010 with it equally surprising the market with its decision. 
 
The May statement indicated a relatively hawkish outlook for rates 
and concern over the persistence of services inflation, the dissipating 
effects of earlier rate rises and very tight domestic labour market 
conditions. These factors help raise some doubt over the efficacy of 
the RBA’s 2025 timeline for returning inflation back to target. 
   
The May rate decision was also influenced by the rebound in housing 
activity. House prices have stabilised sooner and at higher levels 
than expected with the impact likely to be positive on personal 
consumption.  Further upward pressure from spending on inflation 
and rates is also likely to come from higher immigration with a revised 
higher student intake leading to renewed concerns over rental 
inflation.  
 
The May release of the Statement of Monetary Policy shows a 0.25% 
decline in headline CPI to 4.5% by December 2023 with no change 
to their June 2025 target of 3%, based on a cash rate assumption of 
3.75%. This assumption is taken from implied market pricing at the 
time of the RBA’s modelled forecasts.   
 

Credit Outlook 
Following numerous government interventions to contain the fallout 
of US regional bank collapses, credit spreads in April reversed some 
of the losses experienced in March as the market continued to digest 
the potential implications for the real economy and central bank 
interest rate paths going forward. Australian IG spreads tightened 7 
bps, US IG spreads tightened 3 bps, and European IG spreads 
tightened 9 bps. In general, IG spreads ended April 15 to 20 bps 
wider than the levels they were before the US regional banking 
issues began. Synthetic credit spreads moved side ways as they had 
already reversed the majority of the losses by the end of March. 
 
The deposit outflow from US commercial banks into money markets 
slowed during April, alleviating some of the funding pressure faced 
by US banks. IG credit funds also saw meaningful inflows in April as 
money continued to rotate out of the more risky segments, such as 
private loans. This has seen improving credit valuations, which look 
less attractive considering tightening financial conditions and a 
deteriorating credit environment. 
 
US corporates reported 1st quarter 2023 results during April, which 
showed corporate earnings deteriorated further with negative 
earnings growth across most segments, albeit beating equity market 
expectations. Following a notable jump in corporate defaults in 
March, the number of corporate bond defaults continues to grow, with 
total defaults reaching 38 this year, tied with 2016 for the highest 
year-to-date default tally since 2009. Mortgage delinquencies in 
Australia also started to pick up from historically low levels, and the 
forward guidance from the Australian banks suggests a more 
cautious outlook going forward. 

Antares Scenarios - Growth & Inflation - Market Yields for 30 April 2023

Scenarios AU GDP
AU 

Inflation
1YR

AU 3YR 

Bond

AU 5YR 

Bond

AU 10YR 

Bond

AU 30YR 

Bond

US 10YR 

Bond
iTraxx

Strong Growth 5.00% 4.50% 5.50% 5.75% 6.00% 6.50% 7.25% 6.50% 150

Above Trend 4.00% 3.50% 4.75% 4.50% 4.25% 4.25% 4.50% 4.50% 110

Trend 3.00% 2.50% 3.50% 3.50% 3.50% 3.75% 4.00% 3.75% 75

Below Trend 1.50% 1.50% 2.50% 2.50% 2.50% 2.50% 2.75% 2.00% 100

Recession -2.00% 0.50% 0.25% 0.50% 1.00% 1.50% 2.25% 1.25% 250

Stagflation  low growth/high 

inflation
1.50% 4.00% 4.00% 4.25% 4.75% 5.25% 5.75% 5.50% 150

Stagflation  -ve growth/high 

inflation
-1.50% 3.50% 2.75% 3.25% 4.00% 4.75% 5.75% 4.75% 250

Stagflation  low growth/high 

inflation aggressive RBA
1.50% 3.00% 4.25% 4.00% 3.85% 3.75% 4.25% 5.50% 150

Antares Latest Fair Value (FV) 1.45% 2.92% 3.30% 3.44% 3.71% 4.07% 4.54% 3.89% 142      

Market Yield Latest 30-Apr 3.41% 3.02% 3.10% 3.36% 3.88% 3.46% 88.23   

FV - Market (+ exp     - cheap) -0.11% 0.42% 0.62% 0.71% 0.66% 0.44% 54        
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ESG 
ESG analysis is reviewed regularly for material changes to the 
issuer’s credit profile, as well as the effectiveness of the risk mitigants 
in place to manage such risk. For the month of April, our fundamental 
credit assessment process did not uncover any concerns around an 
individual issuer’s ESG risk. Therefore, no action was required.

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$25.41 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 2022

Contacts 
Investor Relations 
Address: 347 Kent Street, Sydney NSW 2000 
Email: client.services@mlcam.com.au 
Phone: 1300 738 355 

Important information 
This report has been prepared by Antares Capital Partners Ltd ABN 85 066 081 114 (‘ACP’), 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 ACP constitutes ACP'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. ACP is part of the IOOF group of companies (comprising IOOF Holdings Ltd ABN 49 100 103 722 and its related bodies corporate) (‘IOOF 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 ACP nor any other member of the IOOF 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 liability for any loss or damage of any kind arising out of the use of all or any part of this material. 
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