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Past performance is not indicative of future performance. Net performance figures are calculated using exit prices, net of fees and reflect the annual 
reinvestment of distribution. Returns are rounded to two decimal places. Slight variations to actual calculations may occur.  
1The Bloomberg Barclays Global Aggregate Corporate Index (hedged to AUD) was adopted as the Fund’s performance benchmark on 27 December 
2011. Benchmark calculations prior to this date are based on the UBS Bank Bill Index. Source: Bloomberg Index Services Limited. BLOOMBERG is a 
trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark and service mark of 
Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. 
2 Differences between physical and effective exposure reflect the impact of credit derivative hedges the Fund has in place. These hedges are using 
widely traded, liquid, credit market index derivatives.  
3 Effective breakdown includes hedging exposure. 
4 Effective breakdown includes the residual effect of hedging and is not representative of the actual cash level. 
5 Yield to worst is calculated as the lower of the yield to call or yield to maturity for each issue. 

 

Principal Global Credit Opportunities Fund 

Net performance (%) 

 1 month 3 months 1 year 
3 years 

p.a. 
5 years 

p.a. 
7 years 

p.a. 
10 years 

p.a. 

Since 
inception 

p.a. 

Fund 2.94 4.46 -8.26 -1.83 1.34 2.19 3.11 3.86 

Benchmark1 2.03 2.53 -7.00 -1.27 0.51 1.55 2.78 4.59 

Active 0.91 1.93 -1.26 -0.56 0.83 0.64 0.33 -0.73 

Fund investments (%) 

Fund analysis (%) 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

  

BENCHMARK 
Bloomberg Global Aggregate 
Corporate Index (AUD hedged)1 

OBJECTIVE  

The Fund aims to achieve a total return above the benchmark before fees, over 
rolling three-year periods. 

APIR PGI0001AU ARSN 108 685 927 

INCEPTION DATE 31 May 2004 FUND SIZE $209.7m 

MANAGEMENT FEE 0.8000% p.a. EXIT PRICE $0.7996 

BUY / SELL SPREAD +0.15% / -0.30%   

    

Asset class Physical2 Effective2,3,4 Benchmark 

Global Investment Grade Credit 35.16 35.16 96.49 

Global High Yield 11.72 2.58 0.00 

Emerging Market Debt 5.08 1.43 3.52 

Securitised Assets 3.62 3.62 0.00 

Government Debt 34.91 34.91 0.00 

Other -1.96 10.83 -0.01 

Cash 11.47 11.47 0.00 

Characteristics  Fund Benchmark 

No. of issuers 148 2155 

Effective duration (years) 6.83 6.25 

Spread duration (years) 3.28 6.40 

Average credit quality A+ A- 

Yield to worst5 3.19 4.27 

Yield to Maturity 3.19 4.28 

Ex-Post VaR 14.38 13.25 
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1Certain analytics powered by Aladdin by BlackRock. BlackRock and Aladdin are trademarks and service marks of BlackRock, Inc. and its affiliates 
(collectively, “BlackRock”). BlackRock owns all proprietary rights in the marks and in the Aladdin by BlackRock services. BlackRock neither approves 
or endorses this material, or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the 
results to be obtained there from. Investors should be aware that the allocation of the investments do not always add up to 100%. 
2‘Other’ includes the currency forwards that are used for hedging and securities that are rated lower than CCC or are not rated.  

Regional asset allocation (%)1 Credit quality allocation (%)2 

  

 

 

 
Market review 

A series of sudden bank failures in March caused regulators to act swiftly to protect depositors and restore confidence. The crisis 
began with the failure of US banks that had deposit bases from predominantly technology and crypto sectors. The banking failures 
led to rapidly spiralling loss of confidence, causing a deposit flight from US regional banks and even a sharp fall in fortune for a 
European bank. Despite the tumult, the European Central Bank (ECB) raised rates by 0.50% in March and the Federal Reserve (Fed) 
followed with a 0.25% hike the following week. By raising rates, the central banks made clear that the financial sector turmoil would 
not deter from efforts to fight inflation.  

The US consumer remains supported by a strong labour market; both the unemployment rate and new jobless claims are holding 
steady near pre-COVID lows. However, persistently high inflation is beginning to stress household balance sheets. Due to an inflation 
rate that exceeds the pace of wage increases, consumers are increasingly relying on credit card debt to maintain spending as savings 
becomes depleted. However, despite declining savings, household debt-to-income ratios remain near pre-COVID levels and 
significantly lower than Great Financial Crisis levels. In addition, consumer loan delinquency rates are near pre-pandemic levels, but 
trending higher from low levels. 

Global interest rates continued to have volatile daily moves as investors assessed the impact of tightening monetary conditions and 
banking stress. Despite continued central bank rate increases and persistently elevated inflation, US. Treasury rates fell across the 
curve as investors anticipate a potential recession and end to the central bank rate hiking cycle. During the quarter, the two-year US 
Treasury rate fell 0.40% to 4.03% and the five-year yield decreased 0.43% to 3.58%. The ten-year rate dropped 0.41% to 3.47% and 
the thirty-year rate declined 0.32% to 3.65%. The two and ten-year yield curve continues to be deeply inverted as the market is 
increasingly concerned that a recession could be on the horizon. 

The Bloomberg Global Aggregate Corporate Index, the benchmark for this Fund, had an excess return of 0.27% for the quarter when 
compared to similar duration US Treasury securities. The Bloomberg US Aggregate Index, a proxy for the overall fixed income market, 
had an excess return of -0.09%. The best performing sector was below investment grade corporate bonds with an excess return of 
1.23%. Investment grade corporate bonds outperformed similar duration US. Treasury securities but underperformed the Bloomberg 
Global Aggregate Corporate Index with an excess return of 0.20%. The worst performing sectors were emerging market debt, 
commercial mortgage-backed securities (CMBS), and mortgage-backed securities (MBS) with excess returns of -0.84%, -0.74%, and 
-0.50%, respectively. Asset-backed securities (ABS) also underperformed with an excess return of  
-0.05%. 
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Issued by Ironbark Asset Management (Fund Services) Limited ABN 63 116 232 154 AFSL 298626 (‘Ironbark’). Ironbark is the responsible entity for 

the Fund(s) referred to in this document. The relevant target market determination (TMD) and offer document for the Fund(s) is available 

from www.ironbarkam.com/our-funds/ or by calling Ironbark on 1800 034 402. This document contains general information only and is not intended to 

represent specific investment or professional advice. The information does not take into account an individual’s personal financial circumstances, 

objectives or needs. Before making an investment decision, you should consider obtaining professional investment advice that takes into account your 

personal circumstances and should read the current TMD and offer document before making an investment decision to acquire or to continue to hold 

units in the Fund. Ironbark and its representatives believe that the information in this document is correct at the time of compilation, but no warranty of 

accuracy or reliability is given and no responsibility arising in any other way for errors or omissions (including responsibility to any person due to 

negligence) is accepted by Ironbark. To the extent permitted by law, Ironbark, its employees, consultants, advisers, officers and representatives are 

not liable for any loss or damage arising as a result of reliance placed on the contents of this document. While any forecasts, estimates 

and opinions in this material are made on a reasonable basis, actual future results and operations may differ materially from the 

forecasts, estimates and opinions set out in this material. No guarantee as to the repayment of capital or the performance of any 

product or rate of return referred to in this material is made by Ironbark. Past performance is not a reliable indicator of future performance. 

All currency references are shown in Australian dollars unless stated otherwise. All indices are copyrighted by and proprietary to the issuer of the index. 

Any investment is subject to investment risk, including delays on the payment of withdrawal proceeds and the loss of income or the principal invested. 

This document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be 

contrary to local law or regulation. No part of this material may be reproduced or distributed in any manner without the prior written permission of 

Ironbark. © Copyright 2023 Ironbark Asset Management Pty Ltd (Ironbark) (ABN 53 136 679 420). 

 

Performance review 

During the quarter, the Principal Global Credit Opportunities Fund (the ‘Fund’) returned 4.46% (net) for the quarter, outperforming 
the Bloomberg Global Aggregate Corporate Index’s (AUD hedged) return of 2.53% by 1.93%. 

Outperformance was largely led by security selection. Duration positioning and sector allocation also contributed to outperformance. 
Within sector allocation, positive performance was led by an out-of-index allocation to below investment grade corporate bonds. 
Positive security selection was driven by issuer specific performance within investment grade corporate bonds. Long duration 
positioning contributed to outperformance as rates fell. Top performing issuers during the quarter included Credit Suisse, Warner 
Brothers Discovery, Vodafone, and Meta. The Fund’s major themes continue to focus on being defensive, up in quality, and finding 
companies that are as recession proof as possible. As we get closer to the end of the central bank rate hiking cycle, the investment 
manager is lessening their theme on longer maturity bonds as the yields and spreads become more attractive on intermediate and 
shorter maturity corporate bonds. 

Market outlook 

Inflation is gradually improving but remains elevated. Goods prices are declining on aggregate, and timely measures of new lease 
signings suggest improvement is on the horizon for shelter inflation. However, due to long lags in measurement, shelter inflation will 
decline only slowly. Additionally, the Federal Reserve’s favourite measure, PCE core services ex-shelter, will likely remain elevated 
near-term.  Persistent inflation, tight labour markets, and a late start to the tightening cycle prompted the Federal Reserve and global 
central banks to aggressively hike interest rates and shrink balance sheets. Soft landings are uncommon in a normal economic cycle, 
and even less likely given the rapid pace of central bank tightening this time around. In addition to restrictive monetary policy, the 
recent banking stress will likely hasten a recession. Tightening in bank lending is a precursor to recession, and banks had already 
tightened standards for over a year before the recent banking crisis, as evidenced by the Federal Reserve’s Senior Loan Officer 
Survey. Lending standards are sure to tighten significantly more in the coming months. 

Despite the financial sector upheaval, the Federal Reserve is likely to remain at peak Fed Funds levels throughout much of 2023 due 
to elevated inflation. The investment manager is confident that the economic data will continue to deteriorate, leading to a recession 
by the second half of 2023. Credit spreads historically do not peak until a recession is already well underway, and while spreads have 
increased, they are not near levels consistent with previous recessions. Finally, rates will likely continue to decline as a recession 
becomes imminent. 

Investment grade corporate balance sheets started 2023 in a strong position, but peak credit quality is behind them. Revenue growth 
is slowing, and net profit margins are contracting due to persistent inflation. Credit ratings will likely trend lower as economic growth 
slows, banks tighten lending standards, and consumers pullback on spending. Flows into investment grade bond funds have turned 
negative after a strong start to the year. In addition, liquidity is challenged, and rate volatility presents a difficult backdrop. The 
investment manager expects continued spread widening due to restrictive monetary conditions and recession concerns. Exposure to 
investment grade corporate bonds was reduced during the quarter, comprised of the best opportunities within the sector. 

Although default rates within below investment grade corporate bonds remain muted, the investment manager does expect default 
rates to continue gradually rising off low levels. The investment manager’s forecasted default rate for the next twelve months is 
approximately 4.0%. Below investment grade corporate issuance totalled only $107 billion in 2022, a fraction of the $483 billion raised 
during 2021. Issuers were able to refinance debt at record low yields in 2021, thus improving their balance sheets and significantly 
reducing further near-term capital needs. Below investment grade investors remain risk-off and high yield funds continue to report 
net outflows. Exposure to below investment grade corporate bonds remains near the bottom of the Fund’s typical range, reflecting 
the investment manager’s expectation that restrictive central bank policy and deteriorating economic data will cause additional 
volatility in risk assets. 

Emerging market economic growth will likely outpace developed markets, and the China reopening is a key driver. China’s economic 
reopening will support commodity demand and continued easing of supply chains. Flows into emerging market debt funds have 
turned negative after a strong start to the year. Valuations are attractive relative to developed market alternatives. However, exposure 
to emerging market debt remains underweight due to the investment manager’s expectation for volatility in risk assets. 

 

 

 

 

 

 

 

 

https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.ironbarkam.com%2Four-funds%2F&data=04%7C01%7Clarisa.sarraf%40ironbarkam.com%7C2e25e94d6e784a3fbb2e08d983e1db9c%7C700c30803c20461eb6adcafab246a8e1%7C0%7C0%7C637685828362378477%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=1%2B7vz%2BJQ7ZEJ31l6J8poNN6AHhav9DVNKvQp5mECw78%3D&reserved=0

