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The Trust enables investors to diversify their 
defensive exposure with the ease of investing  
in one product.

The Trust is an actively managed portfolio of 
highly diversified income producing Australian 
cash and fixed income securities, designed to 
preserve capital and provide strong performance 
at every stage of the investment cycle.
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Managing interest rate risk
Rising interest rates negatively impact the value of fixed rate securities. Duration is the key 
measure of that risk. The higher the duration, the more sensitive a fixed interest portfolio is 
to changes in bond yields. Ideally you want longer duration when interest rates are falling and 
shorter duration when they are rising.

Perennial’s Team of investment professionals manage interest rate risk through the active 
adjustment of the Trust’s duration position. As at 31 January 2012, the Trust had a significantly 
defensive duration bias. This reflected the Team’s view that bond yields were too low relative to 
the Team’s outlook for both the cash rate and the Australian economy.

A fresh approach  
to defensive investing

With a focus on delivering a 
stable return profile and capital 
preservation, Perennial’s highly 
experienced Fixed Interest Team 
have the flexibility to actively change 
the asset allocations in order to take 
full advantage of the interest rate 
cycle and credit environment.

How the Trust works
Having ‘outsourced’ the investment management decision to 
Perennial’s team of fixed interest professionals, the Trust seeks 
to manage the following key investment decisions for investors:
•	 Interest rates – when to hold longer dated fixed rate 

assets (e.g. government bonds are cheap at the top of an 
interest rate cycle) and when to hold shorter dated floating 
rate exposure.

•	 Sector – what is the right proportion of government 
securities and when is the reward in non-government 
securities enough to adequately compensate investors for 
the additional risk?

•	 Security – what non-government securities have stable  
to improving credit quality? Of these securities, which offer 
an appropriate return for the underlying risk?

The Trust gains its exposure by investing predominantly in a 
range of investment trusts within Perennial Fixed Interest’s 
trust range. This provides investors with a highly diversified 
exposure to a wide range of cash, cash equivalent, short 
and longer duration fixed interest securities and high yielding 
securities (up to a maximum of 30%) as detailed below.  
These include securities issued by banks and other 
corporations, mortgage and other asset backed securities,  
as well as government bonds.

Our decision to include the flexibility to allocate up to a 
maximum of 30% to high yielding securities provides us with 
the scope to participate in attractive opportunities as they are 
identified. One such opportunity was the inaugural domestic 
issue of covered bonds by both the Commonwealth Bank 
of Australia and Westpac Banking Corporation in January 
2012. These issues were priced at 175 basis points and 165 
basis points over swap and, in the Team’s view, represented 
an extremely attractive opportunity to purchase cheap AAA 
securities. These bonds were purchased in the underlying 
trusts as well as directly as part of the Trust’s 30% allocation 
to high yielding securities. Following the purchase, the spreads 
tightened (that is, the premium the banks pays above the swap 
rate) and delivered a capital gain for the Trust.

Trust objective
The objective of the Trust is to provide investment returns in 
excess of the Trust’s benchmark by 1.0% p.a. measured over 
rolling 3 year periods, by investing in a diversified portfolio 
of Australian income producing assets. The benchmark for 
the Trust is the UBS Bank Bill Index and the UBS Composite 
Bond Index (0+ years) equally weighted. 

Key features of the Trust
•	 Strong performance track record, with consistent positive 

returns since inception in 2009.
•	 A focus on capital preservation.
•	 Daily liquidity.
•	 Quarterly income distributions.
•	 A low cost integrated solution, with an annual management 

fee of 0.45% p.a.

Investment strategy
The Trust is designed to leverage the considerable expertise 
of Perennial’s Fixed Interest Team and gives the Team flexibility 
to actively change the asset allocation mix based on their 
assessment of where the best value lies. 

The strategies adopted by the Team are based on their analysis 
and assessment of the outlook for the Australian and global 
economies, the outlook for interest rates and fundamentals  
of the corporate sector within the context of the credit cycle.

Through meaningful adjustments to the fixed interest exposure 
of the Trust, the Team is able to enhance performance in 
periods of falling interest rates and, conversely, to protect 
value from the adverse impact of rising interest rates. The 
overall level of credit risk within the Trust is actively adjusted to 
reflect the Team’s assessment of fundamentals and valuations 
within the corporate debt market.

Please note: All fees charged by the underlying pools are rebated back to the Perennial Tactical Income Trust.

Perennial Tactical Income Trust

Perennial Cash Trust

Perennial Cash Enhanced Trust

Perennial Fixed Interest Trust

Portfolio of High Yielding Securities

0% to 100%

0% to 100%

0% to 100%

0% to 30%
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Period ending  
31 January 2012

1 month
%

1 year
%

2 years
% p.a.

Since 
inception

% p.a.

Perennial Tactical Income Trust  
Net Performance (after fees)

0.54 5.69 6.54 8.41

UBS Bank Bill Index and UBS 
Composite Bond Index (0+years) 
equally weighted

0.26 7.71 6.44 6.19

Value Added (Detracted) 0.28 -2.02 0.10 2.22

Source: Perennial Investment Partners Limited
*	 Trust inception date: 16 June 2009.
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Perennial Tactical Income Trust (Net Return) $100,000 invested at inception with all distributions reinvested 

Source: Perennial Investment Partners Limited

Asset allocation
As can be seen from the chart below, during the latter part of 2011 the Team was progressively lowering the Trust’s allocation to 
fixed interest (shown in purple), to reflect their view that bond yields had become significantly overvalued. The active management 
and positioning of the Trust during this period was designed to insulate the Trust from the adverse impact of rising bond yields  
and to preserve capital.

Trust performance
Since inception in June 2009, the Trust 
has delivered strong outperformance 
in a challenging market environment. 
With net performance of 8.41% p.a. 
(after fees), the Trust has comfortably 
outperformed the benchmark return 
by 2.22%. More recently, the Trust’s 
underweight exposure to fixed interest 
adversely impacted short term 
performance. However, this strategy 
provided capital protection and, as 
bond yields started to rise in early 
2012, it contributed to the Trust’s 
outperformance for the month ended  
31 January 2012.

A key feature of the Trust’s performance 
has been its capacity to deliver 
consistent returns on a monthly basis. 
Since the Trust’s inception, the Australian 
bond market has delivered a negative 
monthly return on five occasions due 
to increases in bond yields. In contrast, 
as shown by the chart on the right, the 
Trust has consistently delivered positive 
monthly returns and avoided much of  
the downside volatility associated with 
bond returns.

Providing investors with a stable 
return profile is one of the Trust’s  
key objectives.

Source: Perennial Investment Partners Limited
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Issued by: The Investment Manager, Perennial Investment Partners Limited ABN 59 087 901 620, AFSL 238763 (‘Perennial’). Sub Managers: Perennial Value 
Management Limited, ABN 22 090 879 904, AFSL 247293. Perennial Fixed Interest Partners Pty Ltd ABN 35 099 336 357, Perennial International Equities Management 
Pty Ltd ABN 39 099 336 375, Perennial Growth Management Pty Limited ABN 41 099 336 384 and Perennial Real Estate Investments Pty Limited ABN 35 117 913 
685 are Subsidiaries and Authorised Representatives of Perennial. Responsible Entity: IOOF Investment Management Limited ABN 53 006 695 021, AFSL 230524. This 
promotional statement is provided for information purposes only. Accordingly, reliance should not be placed on this promotional statement as the basis for making an 
investment, financial or other decision. This promotional statement does not take into account your investment objectives, particular needs or financial situation. While every 
effort has been made to ensure the information in this promotional statement is accurate; its accuracy, reliability or completeness is not guaranteed. Past performance 
is not a reliable indicator of future performance. Gross performance does not include any applicable management fees or expenses. Net performance is based on 
redemption price for the period and assumes that all distributions are reinvested. Fees indicated reflect the maximum applicable. Contractual arrangements, including any 
applicable management fee, may be negotiated with certain large investors. Investments in the Trusts must be accompanied by an application form. The current product 
disclosure statements and application forms are available from the ‘How to make an initial investment’ section of Perennial’s website www.perennial.net.au. PIP2257/3-degrees

Phone 1300 730 032   Email invest@perennial.net.au

For up to date information on the Trust, including the latest performance 
data and asset allocations, please visit www.perennial.net.au

Trust snapshot

Suggested investment time horizon 3 years

Weighted average credit quality (as at 31 January 2012) AA-

Number of securities 301

Unit pricing Daily

Income distribution Quarterly

Minimum initial investment amount $25,000

Minimum additional investment amount $5,000

Risk/Return profile Moderate

Investment management fee 0.45% p.a.

Buy/Sell spread Nil

Trust inception date 16 June 2009

Long-term investment grade40%

AAA

AA
A

BBB

A1+

A1

A2

30%

20%

10%

0%

Short-term investment grade

Floating Rate Corporate Debt 30.91%

Cash and Short Term 25.48%

Fixed Rate Corporate Debt 14.19%

Floating Rate Asset Backed 11.41%

Fixed Rate Semi-Government 9.40%

Fixed Rate Supranational 4.27%

Hybrids 3.71%

Fixed Rate – Asset Backed 0.59%

Fixed Rate Government 0.03%

Credit rating distribution as at 31 January 2012

Asset allocation as at 31 January 2012

Perennial  
Fixed Interest
Headed by Glenn Feben, Perennial 
Fixed Interest is a specialist Australian 
fixed interest investment boutique 
that manages assets across the full 
spectrum of the fixed interest universe. 
This ranges from vanilla cash portfolios  
to long duration bond portfolios and 
covers a wide range of issuers extending 
from governments to corporations and 
asset backed securities.

Our team of six investment professionals 
have been managing fixed interest 
portfolios for over 20 years. The Team 
currently manages in excess of $5 billion 
on behalf of a wide range of institutional 
and retail clients.

For more information, please 
contact your Investment Specialist:

Shane Bensted 
QLD/NT 
Mobile 0412 292 710

Andrew Davies
NSW/ACT 
Mobile 0418 617 418

Tammas Falconer 
NSW/WA 
Mobile 0434 312 699

Nicole Morrell 
QLD/NT 
Mobile 0417 260 336

John Negri
VIC/SA 
Mobile 0401 140 719

Angelo Saltarelli
VIC/TAS 
Mobile 0448 364 449

Source: Perennial Investment Partners Limited

Source: Perennial Investment Partners Limited


