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Fund Update as at 31 May 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 $624 million Fund Size+

Fund Performance

Benchmark**Returns (After fees) ExcessFund*

1 Month 2.09% 0.08%2.17%

3 Months 4.49% 0.02%4.51%

FYTD 9.74% -0.67%9.07%

1 Year 10.31% -0.69%9.63%

2 Years p.a. 5.73% -0.24%5.49%

Inception p.a. 3.90% 0.19%4.09%

Fund Overview

Benchmark**FundCharacteristics***

Modified Duration (yrs) 6.53 6.55

Yield to Maturity (%) 1.55 1.36

Weighted Ave. Credit Rating AAA AAA

Cash Weighting (%) 1.05 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.

Page 1 of 4
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CC JCB Active Bond Fund (APIR: CHN0005AU)

Market Review & Outlook

• Trades Wars can take the global economy into the abyss.

• Expect the US Federal Reserve to cut rates deeply, following the RBA and RBNZ.

• Three-fold domestic bounce, thank goodness, as Global Trade War will sour all around us.

• Trades Wars can take the global economy into the abyss 

After being told how well the trade negotiations between China and the US had been progressing, financial markets 

were shocked when Trump ordered additional tariffs against China after a complete breakdown in negotiations . 

Further to this, Trump also threatened additional tariffs against Mexico for purely political reasons around 

immigration, further isolating himself as a school yard bully. The Trade War is the most serious issue to hit markets 

in a number of years and should not be dismissed in anyway. JCB believe that if it is a protracted standoff, it can 

take the global economy, already weakening, into the abyss.

JCB believe that in calling Trump’s bluff, China has lifted the stakes and ‘dug in’ for a protracted fight over trade, but 

more importantly around technology and the ability (or global race) to control artificial intelligence – a race both 

parties cannot afford to lose. This was indicated by President Xi’s appearance at the Rare Earth factories (with his 

lead trade negotiator photographed behind him) followed by a press conference at the monument of the Chinese 

‘Long March’, a monument highly symbolic for a nation that will fight despite some initial short term cost. (The Long 

March was the 1934/35 retreat by the Red Army to avoid Chinese Nationalist Party, 70% of soldiers died in retreat 

but this horrific historical sufferance gave birth to the modern Communist Party and allowed for the ascent of Mao . 

Chinese people are proud of this struggle for the greater good of the nation).

In attacking China on trade and technology, Trump seems to have unlocked a bipartisan issue which is now being 

openly supported by the Democrats. This means both the Chinese and US sides are now effectively ‘dug in’. JCB 

believe this escalation makes it difficult to see a near term deal of consequence, with the June 28th G20 meeting 

being the nearest point for improvement. The escalation also coincides with a macro environment already in decay . 

The great hopes of macro ‘green shoots’ had been the re-acceleration of the US and Chinese economies, as well 

as lifting Asian exports and European economies away from a material slowdown. JCB believe that the longer the 

trade war continues, the more damage that is inflicted on the global economy and at some near point, even a trade 

deal resolution will not save us from a global recessionary environment.

• Expect the US Federal Reserve to cut rates deeply, following the RBA, RBNZ and Central Bank of India

Markets now stand on the precipice of a possible US Federal Reserve (the Fed) cutting cycle. JCB expect that 

inflation is not ‘transitory’ and the continued slowing of incoming data, combined with an equity market that demands 

accommodation to remain elevated, will force the Fed to cut rates by September. In the Fed cutting cycles of 1987, 

1995 and 1998 we only needed 0.75%-1.00% of rate cuts to re-accelerate the economy. However, the Fed cutting 

cycles of 1985, 1989, 2000 and 2007 we needed 3.00%-5.00% of rate cuts to lift away from recessions. Standing 

here today, the Fed only has 2.50% of possible cuts. Stanley Druckenmiller, the famed macro investor, thinks the 

Fed will have used all of that ammunition within 18 months, taking interest rates back to 0.00%. That is entirely 

possible depending on the length and severity of the trade war. Furthermore, zero might not be low enough as 

markets may well require additional Quantitative Easing. These developments are extremely constructive for bond 

markets around the world.
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• Three-fold domestic bounce, thank goodness, as Global Trade War will sour all around us

Whilst the market’s recent attentions have been focused on the Trade War, the domestic economy will enjoy a near 

term bounce from three factors that should help Australia avoid a domestic recession of our own making .  

1. The surprise return of the coalition government in the May elections has been viewed as a positive for domestic 

equity and property markets, providing the status quo on dividend franking and negative gearing. 

2. Adding to the uplift is the re-calibration of loan assessment by APRA regarding stress testing of mortgage lending , 

likely dropping the threshold from 7.25% to around 6.00% for borrowers, allowing them to borrow more.  

3. Finally, as predicted for a long time by JCB, the RBA will cut rates to likely 1.00%. This will further ease the pain 

of consumers, leaving more money in domestic pockets.

The three-fold improvement should immediately flatline any correction in property markets. However, JCB do not 

believe property will materially rebound or credit creation will come screaming back into vogue. A stabilisation of the 

property complex is welcome on many fronts, as further weakness risked a disorderly and violent negative feedback 

loop of forced selling and trapped negative equity.

The timing of such a shot in the arm couldn’t be more welcome. The Australian economy desperately needs some 

domestic stability at a time when the global picture looks to be souring materially.

Fund Review

For the month ending May, the CC JCB Active Bond Fund - Class A units (the Fund) returned 2.17% (after fees), 

outperforming the Bloomberg AusBond Treasury (0+Yr) Index by 0.08%.

Global fixed income enjoyed a good month with the US 10yr closing 38bps lower at 2.12% as trade tensions were 

inflamed and global inflation remain muted in the face of sliding energy prices. 10 year term premium continued to 

leak lower, hitting historic lows along with 10yr German Bund yields.

Trump continued to stoke the global growth slowdown as the US announced that they would increase tariffs on 

Chinese goods which in turn prompted Chinese retaliation. The ongoing uncertainty surrounding the trade war has 

put a dent in confidence and this was reflected in PMI data and global trade numbers as the month rolled on . 

Towards the end of the month, Trump announced that the US would impose 5% tariffs on his southern neighbour 

and integral trade partner Mexico if the tide of illegal immigrants was not halted.

Closer to home, Australian data and RBA commentary inspired expectations of RBA rate cuts, the terminal rate was 

downgraded from 1.00% to 80bps as the month dragged on.

The Fund maintained index durations as trade war developments and uncertainty persisted throughout the month . 

The major off index position was a curve flattener that performed well, achieving our 3-year/10-year spread target at 

40bps. JCB added semi government positions following the return of the Liberal federal government and in 

anticipation of a stabilisation of the property market.

Domestically, JCB continue to believe that the RBA will remain in an easing cycle for the foreseeable future which 

will keep a strong underlying bid in the bond market. Pessimism and sentiment may have overextended in the near 

term and given the three pillars of a returning government, APRA reducing mortgage requirements and a dovish 

RBA - JCB feel that the risks of a domestic recession have rescinded.
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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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