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Fund Performance 

Investment ObjecƟve and Investment Strategy 
 

Mutual’s objecƟve for the Mutual High Yield Fund is to source and acƟvely manage a porƞolio of fixed interest credit assets 
with a core focus on structured credit.  Targeted porƞolio construcƟon is to hold assets with a shorter credit duraƟon to limit 
capital movements during periods of market volaƟlity.  

Mutual manages interest rate risk by predominately invesƟng in assets that reset their reference rate every 30 days. 
 
Porƞolio 
  

Liquidity      Current Porƞolio DiversificaƟon   
Up to 21 days 
  

Fund StaƟsƟcs      
Running Yield:    9.26%   
Yield to Maturity:   8.86%   
Credit DuraƟon (years):   2.57   
Interest DuraƟon (years):   0.09  
 

Month in Review 
Performance:  MHYF returned 0.96% (net) in July.  The 6 month net return was 6.00% and the 12 month net return was 
11.75% at the end of July.  Over the past 12 months the fund has returned 7.38% (net) above the Ausbond Bank Bill Index, 
versus a target of +4.50%.  

 

 

 

 

 

 

 

 

 

 

Overview:  The key data point in July was the June quarter CPI figures, and the outcome showed inflaƟon is moderaƟng.  
AU Q2 CPI printed in-line with consensus on the quarter, +1.0% QoQ (flat to Q1), but higher annually as expected, +3.8% 
YoY (+20 bps to Q1).  Trimmed mean was more encouraging, and that’s the figure the RBA is more focused on for policy 
seƫng, moderaƟng to +0.8% QoQ vs +1.0% QoQ last (+1.0% QoQ consensus).  The annual trimmed mean run rate eased to 
+3.9% YoY vs +4.0% YoY last (+4.0% YoY consensus).   

While inflaƟon is a key data series at this stage of the cycle, labour data is almost as equally important – from an RBA policy 
perspecƟve.  To this end the Australian unemployment rate rose to 4.1% from 4.0%, in line with consensus. 

 
Outlook 
Post the CPI outcome consensus esƟmates quickly moved to rates remaining on hold for 2024, although there is a 
reasonable number of forecasters (8/30) predicƟng at least one cut by year end.  Market pricing also indicates the 
possibility of a cut, but no full rate cut is priced in unƟl February 2025.  CBA make a strong argument for the first rate cut to 
come in November.  Their forecasts have a material fall in the annual rate of headline inflaƟon in Q3 2024 to sit within the 
RBAs target band, paving the way for a 25bps cut at the November meeƟng. 
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All figures as at 31 July 2024 

 3 months %  6 months % 12 months % 5 years  IncepƟon  

 MHYF (pre-fees) 2.90 6.51 12.78 6.96 7.04 

 MHYF (post-fees) 2.64 6.00 11.75 5.93 6.02 

 BBerg AusBond Bank Bill Index 1.10 2.18 4.37 1.69 1.70 

 RelaƟve Performance (Net) 1.54 3.82 7.38 4.24 4.32 

3 years  
% p.a. 

7.99 

6.97 

2.56 

4.41 



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

The next RBA meeƟng is August 5 - 6th, at which point the board is expected to leave rates unchanged at 4.35%.  What will be of interest is the tone of the statement 
given the last two meeƟngs have produced increasingly hawkish statements.  Markets will now be looking for a hint of dovishness from the RBA, but we think it 
remains way too early for the RBA to declare the baƩle with inflaƟon as over. 

Credit in July was characterised by the ongoing tailwind to spreads provided by subdued A$ financial issuance.  Outside a 1 year senior deal from NAB late in the month, 
there was liƩle acƟon from the domesƟc banks.  This resulted in July being only the second month in 2024 aŌer April which has seen negaƟve net supply.  August 
shapes as a large maturity month in A$ for senior, including over A$5bn from the four major banks.  CBA will release their full year results on August 14th and it is 
expected they come to market with a mulƟ tranche senior deal, likely in A$ given the recent underperformance of offshore markets. 

For subordinated debt there was an outcome for a new deal we haven’t seen in quite a long Ɵme, that being a widening of the credit spread aŌer pricing.  This 
occurred with the ANZ 15NC10 FXD transacƟon priced at +183bps during the month.  While the book size was well over $4bn, the higher than expected print of 
$1.9bn caught the market by surprise.  This resulted in the bond underperforming on the break, trading as wide as +10bps over the iniƟal margin.  For the fund, we do 
not buy fixed rate assets so were able to avoid the short term losses.  The other major bank issuance in July was WSTP with another 10NC5 year fixed and floaƟng 
rate Ɵer 2.  The deal priced at +167bps, a liƩle over +10bps wider to where Westpac’s April 10NC5 was trading at the end of June.  We had made room in the fund for 
a new deal, so were able to take advantage of the new issue concession on the deal. 

 
Credit Spreads – Senior and Subordinated 

Structured credit took the usual break in July with no new deals added to the fund.  By the end of the month, mulƟple mandates were in market with issuers happy to 
meet investor demand locally and take a small risk European investors may sit out given summer holidays.  Early indicaƟons show spreads are holding near recent 
lows.  The BB and B notes down the boƩom of the capital stack are an excepƟon, with spreads looking like they are catching up to the compression seen in A and BBB 
rated notes.  Despite the spread compression we sƟll see value given the underlying performance of the loan pools. 

Across A$ credit spreads remain well bid with the market generally of the view any supply will be easily 
absorbed.  There remains the possibility of global geopoliƟcal risks spiking or the remarkable strength in US 
equiƟes finally reversing.  Outside of a significant risk off event though, we expect A$ credit to conƟnue to 
perform. 

 
 
 
 
 
 
 

This Monthly Update is intended to provide general advice and informaƟon only and has been prepared by Mutual Limited (“Mutual”) ABN 42 010 338 324, AFS license number 230347 without taking into account any 
parƟcular person's objecƟves, financial situaƟon or needs. Investors should, before acƟng on this general advice and informaƟon, consider the appropriateness of this general advice and informaƟon having regard to their 
personal objecƟves, financial situaƟon and needs. Investors may wish to consider the appropriateness of the general advice and informaƟon themselves or seek the help of an adviser. Mutual makes no guarantee, warranty 
or representaƟon as to the accuracy or completeness of the general advice and informaƟon 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 MHYF, ARSN 629 799 122 (“product”). Mutual is the Responsible EnƟty 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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Value of $100,000 invested since incepƟon  


