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Fund Performance 

If you would like more information on MIF please visit 
www.mutualltd.com.au or contact Mutual on + 61 3 8681 1900 

Investment Objective and Investment Strategy 
To actively manage a portfolio of debt instruments offered by Australian ADIs, with a minimum of 60% invested in 
the major Banks. Mutual manage the Fund to provide investors a high level of capital preservation and outperform 
the Bloomberg AusBond Bank Bill Index, generating net returns to investors in excess of cash alternatives. 

 
Performance 
Credit markets performed well in January, with the investor ‘hunt for yield’ continuing despite several global events 
such as coronavirus out of China and geopolitical tensions between the US and Iran adding to risk.  Australian major 
Bank Tier 2 issues were the best performing assets in the portfolio, with the NAB 11/31-26 T2 the leading security.  
The major Banks were active in January, with ANZ opening the year with a three tranche AUD senior issue launched 
in the first week of January.  NAB followed with a fixed and floating 5-year issue in mid-January, priced at +77bps, 
1bps wider than the ANZ issue.  Both senior trades were well supported, and have traded well finishing January in 
the low +70bps region.  An interesting move by ANZ and Westpac was to take advantage of the pricing benefit on 
offer in the US, with both going to that market for new T2 funds.  ANZ issued a 10.5NC5.5 year trade at T+133, and 
Westpac issued a 10NC5 year trade at T+135.  Across both trades, almost A$4bn of T2 issuance was fulfilled, further 
adding to the comfort that the TLAC requirements will be met. 
 
Outlook 
An assumption around the T2 issuance required for TLAC was the Banks would look to the depth of the US market 
for longer tenor issuance.  This was the case in 2019 where 20-year bullet and 15NC10 year trades were completed.  
With both ANZ and Westpac issuing 10NC5 year trades in the US in January, it has forced investors to re-think.  
While the economics remain in favour of offshore issuance, you can expect the majors to focus their attention 
there.  This may take away supply from domestic markets.  It is still only January, so way too early to make grand 
predictions around whether each of the majors tap investors for AUD T2 in 2020.  NAB have called their March 2020 
security, and will return A$1.1bn to investors.  CBA report results in February, providing the perfect platform to 
launch a new deal.  With investors looking for return, and available inventory of existing T2 low, any new 
transaction will be very well supported.  It is a similar case in major Bank and regional/mutual Bank senior.  Supply is 
seen as limited while credit growth is subdued, and while cash continues to build in portfolios there will be keen 
bidding into any new deals that come to market. 
 

Liquidity  Authorised Investments     Yield 
Up to 5 days  Debt Instruments with Australian ADIs    Running Yield 2.59% 
   Minimum 60% exposure to Big 4 Banks      YTM  2.40%   
       

This Quarterly Update is intended to provide general advice and information only and has been prepared by Mutual Limited (“Mutual”) ABN 42 010 338 324, AFS 
license number 230347 without taking into account any particular person's objectives, financial situation or needs. Investors should, before acting on this general 
advice and information, consider the appropriateness of this general advice and information having regard to their personal objectives, financial situation and needs. 
Investors may wish to consider the appropriateness of the general advice and information themselves or seek the help of an adviser. Mutual makes no guarantee, 
warranty or representation as to the accuracy or completeness of the general advice and information contained in this flyer, and you should not rely on it. The financial 
products referred to in this flyer are interests in the registered managed investment scheme known as MIF, ARSN 162 978 181 (“product”). Mutual is the Responsible 
Entity and issuer of the product. Investments can go up and down in value. Past performance is not a reliable indicator of future performance. 
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Since Inception 

% p.a. 
3 years  
% p.a. 

 MIF (pre-fees) 0.74 1.30 3.73 3.34 3.57 3.29 

 MIF (post-fees) 0.64 1.10 3.34 2.92 3.12 2.90 

 Bloomberg AusBond Bank Bill Index 0.24 0.49 1.40 1.88 2.46 1.70 

 Relative Performance (Net) 0.40 0.61 1.94 1.04 0.66 1.20 

Security with Performance 
January 2020 Update 

MIF - Mutual Enhanced Cash 

All figures as at 31 January 2020 

Current Portfolio Diversification   

Senior ADI Risk 49% 

Subordinated ADI Risk 51% 

Interest Duration 0.12 years 

Credit Duration 2.30 years 

Investment Grade 100% 

http://www.paragonam.com.au/

