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This presentation is ow ned by Mason Stevens Limited (ABN 91 141 447 207, AFSL 351578) (Mason Stevens). Content provided in this presentation 

is of a general nature. You should consider this information, along w ith all of your other investments and strategies w hen assessing the 

appropriateness of the information to your individual circumstances. Investment in securities including derivatives involves risks. Securities by nature 

have rises and falls, given that past performance is not a reliable indicator of future performance. Mason Stevens and its associates and their 

respective directors and employees may hold interests in securities and/or earn fees or other benefits from transactions aris ing as a result of 

information contained in this presentation. Whilst every effort is made to ensure the information is accurate at the time of sending, Mason Stevens 

does not w arrant its accuracy, reliability or completeness nor does it undertake to correct any information subsequently found to be inaccurate. 

Opinions expressed and / or information may change w ithout prior notice and Mason Stevens is not obliged to update you if the information changes. 

The relevance of this presentation is designed to illustrate the range of products and services that Mason Stevens offer, it may also provide 

information related to investment outcomes for a particular investment strategy. The presentation uses a broad number of simplifying assumptions to 

do this. As such this presentation should not be taken as an indication of any actual performance of any particular investment.Any investment 

return(s) and yield assumptions used in the presentation do not represent a prediction or forecast of actual performance of any product or service 

offered by Mason Stevens Limited.
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Fixed Income Investment Options
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Direct investments Indirect investments

1 2 3 4

Unitised funds

Investments in fund 
structures such as 

managed funds (MF) or 

exchange traded funds 
(ETFs)

SMAs

SMAs that hold direct 
bonds, ETFs and 
managed funds

i.e. Mason Stevens 
Australian Fixed Income 

Managed Portfolio

IMAs

Tailored mandates, 
model portfolios

Direct securities

ASX listed hybrids, 
government, state, & 

corporate bonds, ABS, 

MBS, CMBS etc

Source: Mason Stevens



Capital Structure
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Components of a Credit Bond’s Return
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Source: Bloomberg, Mason Stevens
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Capital Structure and Price Volatility
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Black = Westpac senior bond

Red = Westpac hybrid (WBCPF)

Source: Bloomberg, Mason Stevens
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Australian Fixed Income by Capital Structure
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Source: Bloomberg, Territory Funds Management
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International Fixed Income – Australian Major Banks
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Source: Bloomberg, Mason Stevens
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REAL ASSET MANAGEMENT – INVESTMENT OPTIONS OVERVIEW

RAM has a broad range of investment options that can be combined in a portfolio to match client needs and 
preferences for Income Generation

Expected Risk 
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Equity / Property

USD High Income Portfolio (90% IG)
4% - 6%

Australian Hybrid Capital
Current YTM 3.0%-5.0%

IG Fixed Income
AUD 0.3% - 2.5%

Cash Plus
AUD 0.2% - 0.5%
USD 0.4% - 0.6%

12m Mortgage Fund
5%

Cash
AUD 0.10%
USD 
0%-0.25%

Bank Sub Debt
AUD 1.5%-2.5%

Chart above is illustrative only and not to scale. Performance show our SMA and MDA strategy return. Australian Diversified F I & Credit SMA Gross model Returns prior to fees, USD MDA shows net of fee return. SD is annualised.

Aust Gov Bonds
AUD 0.1% - 0.85%

RAM Diversified 
Fixed Interest & 

Credit SMA 
UNIVERSE

RAM Historical Return & Risk
Australian SMA - 4.23% p.a

3.7% sd
USD MDA - 8.18% p.a.  

6.76% sd
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FIXED INCOME RETURN DRIVERS – PICK YOUR POISON

Key levers investors can choose from include: Duration Risks & Credit Risks, or Both
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Private Market Debt

Illiquid Equity?

USD Subordinated 
Capital

Australian Listed 
Hybrid Capital

IG Fixed Income 
Fixed Rate

Cash Plus

Cash

Australian Subordinated Bank 
Capital FRN

USD Hybrid 
Capital

IG Fixed Income
Senior, Floating Rate

Australian Gov 
bonds

Duration Risk

Chart above is illustrative only and not to scale.
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POSITION YOUR PORTFOLIO FOR THE FUTURE 

Source: AFR, IMF September Economic Forecasts

2021 is looking like a strong year of global synchronised growth…  long duration assets may struggle in this 
environment. 
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OBJECTIVES & USES OF FIXED INCOME – HEADWINDS & OPPORTUNITIES

KEY FIXED INCOME OBJECTIVES PORTFOLIO ACTION 

Diversification– holding high quality fixed rate bonds (Bloomberg 
AusBond Composite) has historically provided meaningful diversification 
benefits to diversified multi-asset class portfolios and flight to safety 
benefits

However, historically low bond yields (Aust 10 year bond 0.85%, ~6 
years duration) = reduced diversification benefit to portfolios and 
capital risk from any rebound in bond yields

Reduce Duration

Regular Income – by holding a diversified portfolio of hybrid securities a 
regular income stream is generated, historically at attractive levels of 
3% - 5%. Investment Grade Credits yields are in the range of 0.5% to 
2.5%

However, historically low cash and base rate = reduced income to 
portfolios, and income driven by Credit Premium rather than base 
rates

Credit Decision, Quality Bias & Active 
Management becomes critical to success, 
reduce cash drag

Capital Stability & Liquidity – via holding high quality holdings and or 
short dated securities with cash and TD’s capital stability and liquidity 
profile is improved

No portfolio action. Negative real yields, 
with limited return after fees,  however 
need to retain quality focus and client 
review is necessary to ensure portfolio 
matches the clients risk profile and 
investment objectives  - see point above re 
Income

Source: ASX, RAM November 2019
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KEY FIXED INCOME OBJECTIVES PORTFOLIO ACTION 

Regular Income – by holding a diversified portfolio of securities a 
regular income stream is generated, historically at attractive levels of 
3% - 5%

However, historically low cash and base rate = reduced income to 
portfolios, and income driven by Credit Premium rather than base 
rates

Credit Decision, Quality Bias & Active 
Management becomes critical to success, 
reduce cash drag

CASH RATE IS NO LONGER A DRIVER OF EXPECTED RETURNS

Source: ASX, Iress, CBA/NAB, RAM November 2020
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CURRENT CREDIT SPREADS

Source: RAM, Bloomberg, E&P. November 2020

CREDIT OUTLOOK

Listed Credit Spreads have been volatile the last 12 months due to Covid-19 – initial market melt down then strong initial rally from 
policy response

Risks to Banks weighed on credit spreads but given Bank Capital Levels continue to grow, Hybrid Securities continue to pay all 
distributions (unlike bank equity dividends) and banks deferred mortgage books continue to trend lower the credit outlook remains 
positive

Late 2020 we have seen ASX listed issuance accelerate due to favourable market conditions and refinancing requirements at margins 
between 3.4%-4.6%. Over 2021 we expect listed credit spreads to compress back towards 275-300bps
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SCOTT KELLY - MANAGING DIRECTOR, CEO AUSTRALIA
Scott has over 23 years of experience in Global Wealth Management and Asset Management, working for top tier financial institutions in
Australia and the United Kingdom. Prior to joining Real Asset Management, Scott was a Managing Director and Head of Investment Products
and Services for UBS Wealth Management Australia. There he oversaw the entire product offering for Australia’s premier wealth manager
with $A24bn of assets under management. Scott has also held the position of National Sales Director for Macquarie Private Wealth Australia
and prior to this Scott co-founded and was Managing Director of Corazon Capital.

MICHAEL FREARSON - DIRECTOR, PORTFOLIO MANAGER
Michael has over 19 years of experience in Australian Investment markets. Prior to joining Real Asset Management, Michael was a Senior
Portfolio Manager for Macquarie Bank in the Discretionary Managed Accounts business. He has over 12 years’ experience as Portfolio
Manager, working as a senior member of the investment team managing in excess of $1 billion in clients multi-asset class discretionary
portfolios and was directly responsible for over $440 million in clients fixed interest/credit investments, as well as previous experience
managing Equities and A-REITs, SAA & TAA. Qualifications include: CFA, F Fin, B Comm, B Fin, Moodys Corporate Credit Rating Course.

REAL ASSET MANAGEMENT – BIOS

Contact Us

Real Asset Management Pty Ltd
ACN 162 123 408 
AFSL 484263 

Sydney Office Melbourne Office Brisbane Office

Suite 3101, Level 31, Australia Square, 264 
George Street, Sydney NSW 2000

Tel: (61) 2 8880 6688

Level 46, Rialto South Tower, 525 Collins Street, 
Melbourne VIC 3000

Tel: (61) 3 8658 0988

Level 19, Riverside Centre, 123 Eagle Street, 
Brisbane QLD 4000

Tel: (61) 7 3063 9544

Email: sma@ram.com.au |  Website: www.ramgroup.com

mailto:sma@ram.com.au
http://www.ramgroup.com/
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DISCLAIMER

This presentation is for informational and illustrative purposes onlyand should not be construed as legal, tax, investment or other advice. This presentation does not constitute an offer to sell, or the
solicitation of an offer to buy, any securities. The distribution of this presentation does not constitute any regulated activities by any personnel in the relevant jurisdiction where such distribution
would be unlawful until the requirements of the laws of such jurisdiction have been met.

The statements in this document are not intended to be complete or final and are qualified in their entirety by reference to the final offering documents. In particular, this document may refer to
certain events as having occurred which have not occurred on the date this document is distributed but are expected to occur on or prior to distribution of the final document. Neither the delivery of
this document at any time will underany circumstances create a representation oran implication that the information contained herein is correct as of any time subsequent to the date hereof. In the
event that the descriptions or terms described hereinare inconsistent with orcontraryto the descriptions in orterms of the offering documents, the offering documents will prevail.

There can be noassurance that any targets or estimates of future performance of any securities orsecurity classes discussed in this presentation can be achieved. Please be advised that anytargets or
estimates of future performance of any securities or security classes discussed are subject to change at any time and are current as of the date of this presentation only. Targets are objectives only
and should not be construed as providing any assurance or guarantee as to the results that may be realized in the future from investments inany asset orasset class described herein. All investments
involve the potential for a loss of capital. Prospective investors should seek separate, independent financial and professional advice if required prior to makingan investment to assess the suitability,
lawfulness and risks involved. The information contained herein does not have anyregard to the specific investment objectives, financial situation orthe particular needs of anyperson.

No representation or warranty, expressed or implied, is given by Real Asset Management Group or its affiliated companies or its respective directors, officers, representatives and/or employees (the
“Parties”) as to the accuracy or completeness of the material, information or opinions contained in this presentation and the Parties shall have, and accept, no liability for any statements, opinions,
information or matters (expressed or implied) arising out of, contained in or derived from this presentation or any omissions from this presentation, or any other written or oral communication
transmitted or made available toanyother party inrelation to the subject matter of this information.

The information in this presentation is CONFIDENTIAL. It is intended solely for use by the person to whom it is given and may not be reproduced or redistributed. This presentation is not for
distribution to the general public but for intended recipients only and may not be published, circulated, reproduced or distributed in whole or part to any other person without the written consent of
Real Asset ManagementGroup or its affiliated companies.

Real Asset Management Pty Ltd (ACN 162 123 408) (RAM) is the holder of an Australia Financial Services Licence (No. 484263). In Australia RAM is authorised to provide financial services to wholesale
clients only (within the meaning of the Corporations Act 2001 (Cth)). The information within this document has been prepared on this basis and is for use by such wholesale clients only and no other
persons and for the recipient’s own private use only. The information within this document is general in nature and does not take into account your personal circumstances, financial needs or
objectives. Before acting onanyinformation,you should consider the appropriateness of it and the relevant product having regard to your objectives, financial situation and needs.

This document has not been reviewed or approved byany regulatory authority, including Securities and Futures Commission or the Companies Registry of Hong Kong, in Hong Kong. The trusts, funds,
or collective investment schemes, have not been authorized by Securities and Futures commission. Accordingly: (i) the Units, Shares, interests, rights, options, or property may not be offered or sold in
Hong Kong by means of any document other than to persons who are "professional investors" within the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong Kong and the Securities
and Futures (Professional Investor) Rules made thereunder; and (ii) no person may issue any invitation, advertisement or other document relating to the Units, Shares, interests, rights, options, or
property whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the
securities laws of Hong Kong) other than with respect to the Units, Shares, interests, rights, options, or property which are or are intended to be disposed of only to persons outside Hong Kong or only
to "professional investors" within the meaning of the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) Rules made thereunder.

The Lonsec Rating (assigned  October 2019) presented in this document is published by Lonsec Research  Pty Ltd ABN 11 151 658 561 AFSL 421 445. The Rating is limited to “General Advice” (as 
defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial product(s) . Past performance information is for illustrative purposes only and is 
not indicative of future performance. It is not a recommendation to purchase, sell or hold Real Asset Management, Diversified Fixed Interest & Credit SMA, and you should seek independent financial 
advice before investing in this product(s). The Rating is subject to change without notice and Lonsec assumes no obligation t o update the relevant document(s) following publication. Lonsec receives a 
fee from the Fund Manager for researching the product(s) using comprehensive and objective criteria. For further information regarding Lonsec’s Ratings methodology, please refer to our website at:    
http://www.lonsecresearch.com.au/research-solutions/our-ratings 
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