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Fund Update as at 30 June 2019

CC JCB Active Bond Fund (APIR: CHN0005AU)

Fund Benefits

Active Management
JCB is a specialist fixed income manager with significant global 

investment management experience and expertise.

Access
The Fund provides access to investment knowledge, markets, 

opportunities and risk management systems that individual 

investors may not be able to obtain on their own.

Diversification
When bonds are held as part of a broader portfolio of different 

asset classes, diversification may assist in managing market 

volatility. Bond securities in general are considered a defensive 

asset class.

Income
The income generated by bond securities is consistent and 

regular (usually semi-annual).

Fund Facts

JamiesonCooteBonds Pty Ltd

or JCB
 Investment Manager

 Portfolio Manager Charles Jamieson

 Structure AAA or AA rated bond securities 

issued in Australian dollars

 Inception Date^ 3 August 2016

 Benchmark Bloomberg AusBond Treasury

(0+Yr) Index

 Management Fee # 0.45% p.a.

 Administration Fee 0.10% p.a.#

 Buy / Sell Spread 0.05% / 0.05%

 Distributions Semi-annual

AUD $660 million Fund Size+

Fund Performance

Benchmark**Returns (After fees) ExcessFund*

1 Month 1.12% 0.10%1.21%

3 Months 3.43% 0.15%3.58%

FYTD 10.97% -0.57%10.40%

1 Year 10.97% -0.57%10.40%

2 Years p.a. 6.90% -0.28%6.62%

Inception p.a. 4.19% 0.22%4.41%

Fund Overview

Benchmark**FundCharacteristics***

Modified Duration (yrs) 6.59 6.57

Yield to Maturity (%) 1.38 1.21

Weighted Ave. Credit Rating AAA AAA

Cash Weighting (%) 0.13 n/a

Source: JamiesonCooteBonds Pty Ltd.
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Asset Allocation by Sector (Duration Weight)***
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Platform Availabilty

Asgard Ausmaq Aust Money Market

BT Wrap/Panorama Colonial First Wrap HUB24

Linear Macquarie Wrap Mason Stevens

Netwealth PowerWrap U-Exchange

Further Information

Phone: 1800 940 599

Email: distribution@channelcapital.com.au

Web: www.channelcapital.com.au

# All figures disclosed include the net effect of GST and RITC. ^ Inception Date for performance calculation purposes. + Fund size refers to the 

CC JCB Active Bond Fund ARSN 610 435 302. * Performance is for the CC JCB Active Bond Fund (APIR: CHN0005AU), also referred to as 

Class A units, and is based on month end unit prices before tax in Australian Dollars. Net performance is calculated after management fees and 

operating costs, excluding taxation. This is historical performance data. It should be noted the value of an investment can rise and fall and past 

performance is not indicative of future performance. ** Benchmark refers to the Bloomberg AusBond Treasury 0+ Yr Index. *** Refer to 

Definition of Terms. ~ Cash & Other includes cash at bank, outstanding settlements and futures margin accounts.
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CC JCB Active Bond Fund (APIR: CHN0005AU)

Market Review & Outlook

• RBA officially joins the rate cutting crew

• The stakes keep rising as investors hunt for yield

• Geopolitical risks are like a beachball under water

• Federal Open Market Committee (FOMC) falling into line with the market expectations

As investors enter the half-way mark for the year and reflect on the journey thus far, the one thing JCB can confirm 

is that the Pavlovian response of asset markets to global central bank stimulus is alive and well. The legacy of 

Greenspan has mutated to all parts of the globe and the massive turnaround from the depths of the December 2018 

equity market lows, following the US Federal Reserve (the Fed) pivot, has resulted in one of the most powerful 

cross asset rallies in the first half of the year since 2010.

The question of global stimulus remains and the direction of global monetary policies will be heavily debated in the 

months to come with European short term rates at -0.40% (and on the cusp of a recession), as well as the US set to 

deliver a rate cut just as it records its longest economic expansion since 1854.  JCB believes policymakers have 

backed themselves into a corner and the risk asset rally will become more vulnerable as underlying global economic 

data continues to suffer under the uncertainty of the trade wars .

• RBA officially joins the rate cutting crew

JCB has long advocated that the RBA would be entering an easing cycle under the auspices of low inflation and a 

deteriorating consumer balance sheet and were vindicated when the RBA cut rates to a new record low of 1.25%. It 

was inevitable that Phillip Lowe would deliver what the market was expecting, considering under his tenure, the 

underlying inflation rate has not managed to get to the lower band of the RBA target inflation at 2.0%. Whilst 

acknowledging the domestic economy has been thrown a life jacket with the rate cut and the stabilisation of the 

property market since the return of the Liberal government, the tide of the global market slowdown will make it 

harder to get back on terra firma. The anxiety level within the RBA might also be rising with no firm resolution from 

the ongoing global trade saga and other central banks on the dovish march. A weak CPI in late July would justify the 

current pricing, where the market has a terminal rate of around 70bps, as well as spark vigorous debate about the 

viability of unconventional monetary policy. The RBA acknowledged at the June meeting that further easing will be 

justified on a weakening labour market. Given the lagged effect of the slowing economy and minuscule uplift to 

consumer incomes from a cut, outside a sizeable fiscal stimulus program, the economy might finally break its 

27-year run without a recession.

• The stakes keep rising as investors hunt for yield

The side-effects of the global central bank easing cycle engenders a combination of excessive risk taking and an 

aggressive hunt for yield, forcing investors into asset classes that they historically have not participated. JCB has 

waved the red flag continuously on the perils of the liquidity risk in the corporate bond market and particularly as risk 

is transferred from banks to mutual funds in the face of outstanding debt, having doubled since the last crisis . 

Recent reports have highlighted that mutual funds currently have 43 times more corporate bonds on their own 

balance sheets than investment banks compared with two times during the GFC. This shows no signs of abating, as 

this month’s high yield bond sales hit their highest level since September 2017. This transfer of ownership still does 

not mitigate the vagaries of the risks of illiquid products. Recent events reinforce the purpose of high grade 

government bonds and their place in portfolios. Another large European investment manager became the latest to 

suffer the pain around its illiquid holdings. To paraphrase Hotel California, investors can check out anytime they like , 

but they can never leave. The proliferation of herd type investing will only amplify these illiquid corporate bond 

shocks.
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CC JCB Active Bond Fund (APIR: CHN0005AU)

• Geopolitical risks are like a beachball under water

JCB continues to see the need for tactical safe-haven positioning in high grade bonds in 2019 as President Trump 

remains intent on an aggressive foreign policy on multiple fronts. The back slapping and handshakes of the G 20 

made for great photo opportunities, however lacked any real substance or resolution to the global trade war. There 

were no changes to the underlying dynamic of the tariffs, as the can was kicked further down the road as Trump 

attempts to juggle foreign policy with his beloved stock market and quest for lower rates. These underlying risks will 

only heighten as we enter the 2020 race and Trump is given confidence by a rallying stock market and a decent 

economy.

The economic uncertainty continues to keep a foot on global growth as capex and trade continues to suffer with 

business and consumer confidence plummeting to new lows. Nine of the ten gauges tracked by Bloomberg to 

measure the health of global trade are beneath their average midpoint and global PMIs continue to signal 

contractionary activity. Through the month of June, Central bank governors the world over, including European 

Central Bank President Mario Draghi and RBA Phil Lowe, have highlighted the risks of a global growth slowdown . 

The Fed recently commented at an event in New York “The question my colleagues and I are grappling with is 

whether these uncertainties will continue to weigh on the outlook and thus call for additional policy accommodation .” 

JCB maintains that while President Trump remains in election mode, these uncertainties will remain and the 

underlying demand for the safety of bonds will endure.

• Federal Open Market Committee (FOMC) falling into line with the market expectations

The Fed is falling into line with the bond market’s expectations of Fed rate cuts which were highlighted at the June 

meeting, struck a dovish chord and underscored that it is about to embark on its first cutting cycle in twelve years . 

The Fed left the door open for a cut in July and given the stalemate in trade negotiations and worsening economic 

data the relatively juicy Fed Funds rate at 2.50% suggests there is plenty room for US Treasuries to rally if the 

market has 10 rate cuts to come. Historically the Fed calls the shots when they are increasing rates and the bond 

vigilantes decide when it is time to cut rates. 

JCB sees no sign of inflation and economic risks on the horizon which is why pricing in further rate cuts is validated . 

Inflation expectations as measured by the Fed’s favourite University of Michigan inflation survey, which made a 

fresh all time low in June, casting doubt on the Fed’s claim that lower inflation is only transitory. As JCB write this , 

noted commentary states that the US 30 year bond is now below the Fed Funds rate of 2.50%, making the entire 

Treasury bond complex inverted - this has historically been a salient predictor of a financial crisis ranging from the 

GFC to the 1980’s double dip recession. With the Fed in cutting mode, JCB believe US Treasuries remain a very 

attractive asset class into 2020.
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CC JCB Active Bond Fund (APIR: CHN0005AU)

Fund Review

For the quarter ending June, the CC JCB Active Bond Fund - Class A units (the Fund) returned 3.58% (after fees), 

outperforming the Bloomberg AusBond Treasury (0+Yr) Index by 0.15%.

Over the month, the Fund returned 1.21% (after fees), outperforming its benchmark by 0.10%.

US 10 year yields traded between 1.98% and 2.17% in June to close just shy of the 2.00% level. The cocktail of 

Trump threatening to increase tariffs on China, anaemic US data prints (manufacturing and employment data in 

particular) and dovish Fed commentary all provided support for bonds through the month. The market increased the 

chances of a Fed rate cut – ending the month with close to a 70% chance of Fed rate cut at the July meeting.

The global hunt for yields continued unfettered as fresh yield lows for Australian and German yields were achieved 

in the month. Mario Draghi caught the European markets offside at Sintra with his dovishness not quelled by his 

impending retirement, hinting that the ECB may be willing to tolerate inflation running above the central banks goal.

The RBA joined in the dovish global frenzy and cut the cash rate by 25bps to 1.25% with the RBA’s Lowe 

suggesting there was still capacity in the Australian economy and that the global risks had escalated. RBA 

speeches through the month supported the notion of a follow up cut in July – with a terminal RBA rate priced at 

around 0.70% at the end of the month.

The Fund benefited from the semi-government outperformance following the APRA/RBA policy change that allows 

banks to increase their holdings. After the state governments funding programs were finalised semi -government 

spreads tightened aggressively into financial year end.

JCB maintains that the slowdown in the global economic backdrop will continue to persist and the threat of 

geopolitical risks will remain as Trump swings into election mode and is emboldened by a strong stockmarket . 
Domestically, JCB is cognisant that the landscape may be improving from a few months ago, rate and tax cuts, a 

housing market bounce and strong commodity prices all paint a rosier picture. However, JCB still feel pullbacks will 

be limited and provide good opportunities given the RBA mandate and offshore developments .

Definition of Terms:

Modified Duration - is a systematic risk or volatility measure for bonds. It measures the bond portfolio’s sensitivity to 

changes in interest rates.

Yield to Maturity - is the total return anticipated on the portfolio if the bond holdings were held until their maturity.

Weighted Average Credit Rating - is a measure of credit risk. It refers to the weighted average of all the bond credit ratings 

in a bond portfolio.

Duration Weight - refers to the portion of the overall duration attributable to the segment (i.e. credit rating or sector). 

Contribution to duration is calculated by multiplying an instruments duration by the percentage weight of the instrument in 

the portfolio. This calculation includes the contribution to duration by holding futures contracts.

The information contained in this report is provided by the Investment Manager, JamiesonCooteBonds Pty Ltd ACN 165 890 282 AFSL 459018 

('JCB'). Channel Investment Management Limited ACN 163 234 240 AFSL 439007 (‘Channel’) is the Responsible Entity and issuer of units in 

the CC JCB Active Bond Fund ARSN 610 435 302 (‘the Fund’). Neither Channel or JCB, their officers, or employees make any representations 

or warranties, express or implied as to the accuracy, reliability or completeness of the information contained in this report and nothing contained 

in this report is or shall be relied upon as a promise or representation, whether as to the past or the future. Past performance is not a reliable 

indication of future performance. This information is given in summary form and does not purport to be complete. Information in this report, 

should not be considered advice or a recommendation to investors or potential investors in relation to holding, purchasing or selling units in the 

Fund and does not take into account your particular investment objectives, financial situation or needs. Before acting on any information you 

should consider the appropriateness of the information having regard to these matters, any relevant offer document and in particular, you 

should seek independent financial advice. Readers are cautioned not to place undue reliance on forward looking statements. Neither Channel 

nor JCB have any obligation to publicly release the result of any revisions to these forward looking statements to reflect events or 

circumstances after the date of this report. For further information and before investing, please read the Product Disclosure Statement available 

on request.
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