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Conventional strategies are based on accumulating bonds to harvest yield or 

trying to predict the direction of markets. 

We founded Ardea in 2008 having seen this approach can be unreliable and 

had therefore left a gap to fill. 

To this day we believe that gap is best filled by ‘relative value’ investing.

Relative Value Investing
There’s more to fixed income than just buying bonds

Ardea offers an alternative approach to Fixed Income



Business Overview



Founded in 2008, Ardea is one of Australia’s largest fixed income investment managers 

Business Introduction
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Majority employee owned

- alignment of interests with clients

- fosters team stability

- Fidante Partners has strategic minority 

ownership

Focused on investing

- non-investment functions outsourced to 

ASX listed Challenger Group via Fidante 

Partners who provide institutional grade 

operations, compliance and client support   

Differentiated investment approach 

- specialists in pure ‘relative value’ fixed 

income investing

- access unconventional return sources and 

risk management strategies

Strong track record through market cycles

- +$16bn AUM1 across global fixed income

- clients include Australia’s largest 

institutional investors

- endorsed by major asset consultants 

1 assets under management as at August-2020 
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Organisational Structure

Portfolio Management

Andrew Bartlett

Tamar Hamlyn

Cameron Shaw

Jean Dumas Harry Singh

Darren Wadhera

Ali Naylor

Portfolio Managers Implementation

Research

Alex Stanley

Lisa Jordan

Risk & Analytics

Mark Bonnici

Tom McFadyen

Charles Morier

Ardea Investment Management Board 

Chief Executive Officer

(Stephen Clout ) 

Co-Chief Investment Officers

(Ben Alexander / Gopi 

Karunakaran) 

Chief Operating Officer

(Tracey Hunter) 

Head of Research

(Laura Ryan) 

Head of Risk & Analytics

(Jeff Gebler) 

• stable investment team

• PM’s have an average of +22 years 

global fixed income experience

• diversity of skills, experience and 

backgrounds



Ardea Real Outcome Fund - Overview



Ardea Real Outcome Fund: Investor Outcomes
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Ardea Real Outcome Fund (ARO) offers a distinctive approach to fixed income investing

absolute returns exceeding 

cash & CPI 

low volatility

uncorrelated returns

highly liquid

$6.6bn AuM*

8 year track record

Reliable 

Returns

Diversification

Benefits

Capital 

Preservation

- returns independent of the level or direction of rates

- returns independent of market fluctuations

- access large, global universe of relative value return sources

- consistently low volatility returns

- no credit, emerging markets (EM) or FX risk 

- ‘risk-off’ strategies protect against market volatility

- minimal correlation to fixed income and equities

- particularly when those markets incur losses

- blends well with conventional bond, credit, equity investments

Source: Ardea Investment Management. Data as August-2020. Performance figures are calculated after fees have been 

deducted and assume distributions have been reinvested.  Past performance is not a reliable indicator of future performance. 



ARO is endorsed by institutional asset consultants and fund rating companies
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Ardea Real Outcome Fund: Overview 

Fund Overview

Inception Date Fund: July 2012 / Strategy: September 2011

AuM1 Fund: $5.5bn / Strategy: $6.6bn

Investment Return Objective The Fund targets a stable return in excess of inflation over the medium term

Performance Benchmark Australian CPI or cash

Internal Return Target CPI + 2% over the medium term (+2 years)

Risk Level Low to medium risk

Investment Timeframe Minimum 2 years

Management Fee 0.50% p.a.

Buy/Sell Spread +0.05% / -0.05%

Distributions Quarterly

Liquidity Daily

Ratings Zenith & Lonsec Recommended, Morningstar Bronze

1 as at August-2020 



ARO invests across the most liquid global interest rate markets
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• no credit investments

• minimal duration risk

• highly liquid 

• no EM or FX risk

• large global opportunity set

Ardea Real Outcome Fund: Portfolio Composition

* data as at August-2020 ; Australasia = AUD, NZD, JPY ; Europe = FR, 

GE, UK ; N. America = USD, CAD

government bonds
interest 

rate derivatives

inflation linked bonds 

& derivatives

money markets 

& cash



ARO combines high quality government bonds with interest rate derivatives 
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Ardea Real Outcome Fund: Portfolio Composition

Cash + Derivative 

Market Value 2

(max. 10%)
derivatives are used for 

risk management and 

precise expression of RV 

strategies

Government 

Bonds 
(min. 90%)

Cash + Derivatives
(max. 10%)

derivatives strip out 

unwanted interest rate 

risk and market volatility

derivatives strip out 

unwanted interest rate 

risk and market volatility

Important assumptions: ARO primarily invests in ‘AAA’ and ‘AA’ rated government bonds, and related interest rate derivatives. 

Exposures are measured based on market value. Cash includes equivalents, such as money market securities.
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Ardea Real Outcome Fund: Performance

• Positive returns that are independent of market direction

• Consistently lower volatility than passive government bonds

• Outperformed in volatile and adverse market environments

1Y 3Y 5Y 7Y SI

Excess Return vs. Cash 4.5% 4.4% 3.0% 2.6% 2.3%

Excess Return vs. CPI 5.3% 4.7% 3.3% 3.0% 2.7%

Volatility 1.7% 1.6% 1.9% 2.0% 2.0%

Information Ratio 3.1 3.0 1.8 1.5 1.4

Consistent outperformance against cash and inflation, with low volatility  

* returns are net of fees, as at August-2020; cash return = BBG AusBond Bank Bill Index.

volatility = annualised standard deviation of excess returns vs. CPI Past returns are not an indicator of future returns

past performance is not a reliable indicator of future performance
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Ardea Real Outcome Fund: Attribution Summary

3M 1Y 3Y 5Y 7Y SI

RV Interest Rate Strategies 0.6% 3.2% 4.0% 3.1% 2.8% 2.6%

RV Volatility Strategies 0.1% 0.8% 0.6% 0.3% 0.2% 0.2%

Total RV Alpha 0.7% 4.0% 4.6% 3.5% 3.0% 2.8%

Inflation Protection 1.4% 0.5% -0.2% -0.4% -0.3% -0.3%

Carry Income 0.1% 0.7% 1.4% 1.6% 1.9% 1.8%

Total Return 2.1% 5.2% 5.8% 4.6% 4.5% 4.4%

* returns are net of fees, as at August-2020 ; past performance is not a reliable indicator of future performance

• RV interest rate strategies are independent of the level of bond yields and direction of interest rates / bond markets

• RV volatility strategies provide additional performance upside in adverse market environments

• Inflation protection is structural feature that protects against long term erosion of capital by inflation

• Carry income represents returns earned from holding positions, assuming market prices are unchanged



ARO targets low volatility returns irrespective of the market environment

Ardea Real Outcome Fund: Performance volatility
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* annualised standard deviation of gross monthly returns as at August-2020 ; past performance is not a reliable indicator of future performance 

• ARO’s 2% volatility target is lower than typical bond market volatility 

• volatility control is prioritised via position sizing and portfolio construction

• low volatility has been maintained even in adverse market environments (e.g. Q4 2018, Q1 2020)

Source: Ardea Investment Management, Bloomberg



Ardea Real Outcome Fund: Performance Volatility
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ARO’s position sizing and portfolio construction controls volatility of returns

• 2% volatility budget → expect most negative months to be modest 

(0% to -0.5%) ; 2-3 months per 100 between -1.0% to -1.5% 

• uncorrelated returns → when ARO was negative, conventional 

investments performed well

• risk-off strategies → when conventional investments were 

negative, ARO performed well

* data as at August-2020

3 Worst Months Since Inception

ARO -1.5% -1.1% -0.8%

Global Bonds * -4.0% -3.0% -2.8%

* Barclays Global Aggregate Bond Index



ARO has minimal interest rate risk compared to conventional bond investments

Ardea Real Outcome Fund: Risk Characteristics
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ARO has minimal duration ARO outperforms in bond sell-offs 



ARO exhibits minimal correlation to broader market fluctuations 

Ardea Real Outcome Fund: Risk Characteristics
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* ARO gross monthly return correlations vs. respective market indices as at June-2020 (updated quarterly)    

past performance is not a reliable indicator of future performance 

negative downside 

capture means ARO 

had positive returns 

when these markets 

incurred losses

minimal correlation even when 

markets incurred losses

Source: Ardea Investment Management, Bloomberg



ARO has outperformed and remained liquid in adverse market environments  

Ardea Real Outcome Fund: Risk Characteristics
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Performance figures are calculated after fees have been deducted and assume distributions have been reinvested.  Past performance is not a reliable 

indicator of future performance

ARO outperformed 

due to its repeatable 

investment process + 

structural ‘risk 

diversification’ & ‘risk 

balance’ in portfolio 

construction.

It wasn’t about ‘calling 

the market right’



ARO delivered on all its investment objectives through the Q1 2020 market turmoil

Ardea Real Outcome Fund: Q1 2020 performance  
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consistent positive returns, irrespective of the market environment

consistent low volatility performance, irrespective of the market environment

consistent minimal correlation vs. equity, credit and government bond markets

reliable daily liquidity, even during periods of extreme market stress

additional performance upside potential in adverse market environments

✓

✓

✓

✓

✓



ARO’s pure relative value approach is a compelling alternative to conventional strategies
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Ardea Real Outcome Fund: Why Now?

• Focus on relative value mispricing 

• Access a broader range of return sources to deliver 

reliable returns independent of market direction

• Access more risk management tools to get truly 

defensive portfolios with genuine risk diversification 

Protection 

against rising 

rate & credit 

risks

Returns 

independent of 

low bond 

yields
Reliable 

returns with 

less risk 
Minimal 

correlation to 

bond and 

equity markets

Alternative 

return sources 

more attractive

Relative Value Fixed Income Approach

• Simply buying and holding bonds is not a reliable 

source of returns in the current environment  

• Bonds are no longer inherently defensive or reliable 

for portfolio risk diversification

• Accumulate bonds to harvest yield

Bond yields 

near historic 

lows 

Interest rate 

& credit risks 

rising
Unreliable 

returns with 

more risk    

Conventional Fixed Income Approach

Bond 

valuations 

expensive 

Bonds vs. 

equity 

relationship 

unstable



ARO plays both strategic and tactical roles in client investment portfolios
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Ardea Real Outcome Fund: How Clients Are Using It

Fund Attributes Client Outcomes

Low volatility returns irrespective of 

market environment

Prioritises capital preservation

Risk diversification benefits 

Blends well with conventional  

investments

Daily liquidity

Inflation protected returns

Potential for additional performance 

upside in adverse environments

Highly liquid investments

Absolute return focus (CPI+ / Cash+)

Minimal interest rate duration risk

No credit investments

Minimal correlation to equity and fixed 

income markets

Downside protection from ‘risk-off’ 

strategies 

Volatility controlled returns

Portfolios Roles

Reduce credit exposure

Reduce duration exposure

Portfolio Diversification

Tactical 

Defensive Fixed Income 

Cash Alternative

Strategic



Investment Philosophy & Process



• Market inefficiency is persistent and causes ‘relative value’ (RV) mispricing

• This means related securities with similar risk characteristics get priced differently  

• Repeatedly capturing RV mispricing delivers more reliable returns with less risk
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Investment Philosophy

Ardea adopts a pure ‘relative value’ approach to fixed income investing

Persistent

market pricing 

inefficiencies

Repeatable 

‘relative value’ 

investment process

Reliable

returns independent   

of market direction

Pure RV strategies can deliver consistent volatility-controlled returns that are 

independent of market direction.



Market inefficiency is a reliable source of returns that has been tested through market cycles 
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Investment Philosophy

REGULA

TORY

TECHNICAL

• Structural drivers of inefficiency include; 

- regulation (e.g. banks managing their balance sheets) 

- mandate restrictions (e.g. passive funds tracking an index)

• The opportunity is growing because banks have retreated 

- balance sheet constraints, rising cost of capital

Structural underlying 

drivers

Persistent market 

inefficiency

Large universe of RV 

mispricing opportunities



24

Investment Process: Summary

Ardea follows a tightly structured pure relative value investment process

Step 1: Identify

Step 2: Exploit

Step 3: Package

Continuous 

active portfolio 

management 

and risk control

Identify and understand pricing inefficiencies

using proprietary analytics.

Exploit resulting RV mispricing by isolating

and stripping out unwanted market risk.

Package together many small, independent

RV trades to construct diverse portfolios.
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Investment Process: Trade Example

‘Relative value’ (RV) pricing relationship : government bond vs. interest rate futures

1. Identify RV mispricing between closely related securities

- e.g. passive fund bond selling creates temporary demand / supply 

imbalance → bond price drops but futures price is unaffected → prices 

temporarily diverge

2. Exploit by isolating RV mispricing from unwanted market risks 

- buy ‘cheap’ bond vs. offsetting position in ‘expensive’ futures to 

neutralise unwanted market risk and precisely isolate RV mispricing →

net position is unaffected by interest rate / bond market fluctuations 

3. Package into a diverse portfolio of modestly sized and 

independent RV strategies

- risk diversification and risk balance are essential for consistent volatility-

controlled returns

* diagrams are for illustrative purposes only
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Investment Process: Portfolio Construction & Risk Management

Risk Balance (extreme scenarios)

- balance of RV strategy types that perform well in 

different scenarios

- portfolio remains agnostic to the market environment

Risk Diversification (benign environments)

- many modestly sized, uncorrelated RV strategies; 

independent of market direction 

- avoid individual strategies dominating the portfolio

Performance volatility is strictly controlled through risk diversification and balance

* diagrams are for illustrative purposes only



Appendix - Market Backdrop
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Conventional bond investments face more risk for less return
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Conventional bond investments face more risk for less return
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Conventional bond investments did not reliably play their defensive role in the Q1 2020 sell-off

Conventional bond investments are now less defensive

2020 Equity Market Drawdown 

(peak to trough = Feb-12 to Mar-23)

Drawdown 

Period Return 

March 

Monthly Return 

March

Quarterly Return 

Global Equities -34.2% -13.5% -21.4%

Global Bonds – Government Only -1.1% -0.9% +1.4%

Global Bonds – Diversified IG -3.3% -2.2% -0.3%

Global Bonds – IG Credit -11.0% -7.2% -5.4%

Global Bonds – HY Credit -22.0% -13.6% -15.0%

* Global Equities = MSCI World Equity Index ; Government Bonds = Barclays Global Aggregate Treasury Index ; Diversified IG = Barclays Global Aggregate Bond 

Index ; IG Credit = Barclays Global Aggregate Corporate Bond Index; HY Credit = Barclays Global High Yield Index

Source: Ardea Investment Management, Bloomberg
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The vanishing yield cushion makes bonds less defensive

Conventional bond investments are now less defensive

Global Equity 

Drawdown 

Global Govt. Bond 

Index Return

Global Govt. Bond 

Index Yield

NOV 2007 to MAR 2009 -59% +10% 3.5%

SEP 2018 to DEC 2018 -18% +1% 1.5%

FEB 2020 to MAR 2020 -34% -1% 0.8%

30-JUN-2020 0.5%

* Global equities = MSCI World Equity Index ; global govt. bonds = Barclays Global Aggregate Treasuries Bond Index ; global equity and bond returns refers to index 

price change over the stated peak to trough equity drawdown period ; global bond index yield refers to index yield at the beginning of the equity drawdown period

the yield cushion 

is vanishing

Source: Ardea Investment Management, Bloomberg

• conventional duration based bond investments are most defensive when yields are high (e.g. 2008 crisis) 

• when yields are already very low they can’t work as well in protecting against equity losses (e.g. Q4 2018, Q1 2020)
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Bonds can become the source of equity volatility as in 2018 

Bond vs equity correlations are unstable 

• long term history shows the relationship between 

bonds and equities is unstable

• it’s sensitive to changing monetary policy and 

inflation paradigms

Source: Ardea Investment Management, Bloomberg



Source: Ardea Investment Management, Bloomberg
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* Global equities = MSCI World Index ; global credit = Barclays Global Aggregate Corporate Bond Index ; equity drawdown period Feb-12 to Mar-23 2020 

Global Investment Grade Credit Index Price

Q1 2020 drawdown period 

performance:

- global equities -34%

- global IG credit -11%

In Q1 2020, even ‘safe’ investment grade credit became highly 

correlated with equities on the downside due to its inherent equity beta.

Credit markets also became highly illiquid.

Credit investments have inherent equity beta + illiquidity risk



Credit market liquidity is structurally impaired
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Rising liquidity risk across credit markets is underappreciated

• Bank regulation and balance sheet constraints have structurally compromised credit market liquidity



Appendix – Team Biographies 
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Co-Chief Investment Officers 

Ben Alexander

- 30 years fixed income experience

- geographic coverage (AU, NZ, Asia, EU, UK, US, Canada, Sweden)

- investment coverage (govt. bonds, interest rate derivatives, money 

markets, inflation linked securities, securitised products, IG/HY credit, 

credit derivatives, loans, FX)  

- Prior to Ardea;

• Managing Director and Head of Fixed Income Credit Suisse Asset 

Management (Sydney)

• Chair of Credit Suisse Asset Management FX committee (Sydney) 

• Chief Investment Officer of Credit Suisse / Woori Asset 

Management JV (Seoul, Sydney)

• Arbitrage trading and global quant group Credit Suisse First 

Boston (Tokyo, Sydney)   

- Education;

• BSc mathematics (1st Class Honours) - University of Canterbury 

• Diploma of Financial Services - Quantum Financial Services

- 20 years fixed income experience

- geographic coverage (AU, NZ, US, EU, Asia, Latin America, EEMEA)

- investment coverage (govt. bonds, interest rate derivatives, IG/HY credit, 

credit derivatives, loans, structured products, FX, equities)  

- Prior to Ardea;

• Portfolio Manager (Fixed Income, Relative Value), Moore Capital 

(London)

• Portfolio Manager (Fixed Income, Relative Value), Saka Capital 

(Singapore)

• Trader & Credit Analyst (Fixed Income, Relative Value), Deutsche 

Bank (London, Sydney)

- Education;

• MSc Finance - London School of Economics and Political Science 

• Bachelor of Commerce, Economics & Finance - University of NSW

Gopi Karunakaran
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- 21 years fixed income experience

- geographic coverage (AU, NZ, US, EU, Asia, Latin America)

- investment coverage (govt. bonds, interest rate derivatives, money 

markets, inflation linked securities, FX)  

- Prior to Ardea;

• Portfolio Manager (Fixed Income), Credit Suisse Asset 

Management (Sydney)

• Portfolio Manager (Fixed Income, Asset Allocation), Reserve 

Bank of Australia (Sydney)

• Economist and policy analyst, Reserve Bank of Australia 

(Sydney) 

- Education;

• Bachelor of Economics (1st Class Honours) - University of 

Queensland 

• CFA charterholder

Tamar Hamlyn

- 26 years fixed income experience

- geographic coverage (AU, NZ, US, EU, Asia)

- investment coverage (IG/HY credit, credit derivatives, bank capital 

instruments, loans, securitised products, structured finance)

- Prior to Ardea;

• Portfolio Manager (Credit), Credit Suisse Asset Management 

(Sydney)

• Associate Director (Credit), Westpac Banking Corp. (Sydney)

• Analyst (Credit), BNP Paribas (Sydney) 

- Education;

• Bachelor of Commerce, Economics & Finance - Auckland 

University

• CFA charterholder

Andrew Bartlett

Portfolio Managers 
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- 27 years fixed income experience

- geographic coverage (AU, NZ, EU, UK, US, Canada, Sweden, 

Switzerland)

- investment coverage (govt. bonds, interest rate derivatives, money 

markets, inflation linked securities, securitised products, loans, FX)  

- Prior to Ardea;

• Director, AUD volatility market making at Deutsche 

Bank(Sydney)

• Director, Proprietary trading Fixed Income G10 for Deutsche 

Bank (London, Sydney) 

• Director and Head of European Relative Value Research at 

Deutsche Bank (Paris, Frankfurt, London)   

- Education;

• Engineer diploma from ESME SUDRIA (Ecole Speciale de 

Mecanique et d’Electricite – Paris) 

- 16  years fixed income experience

- geographic coverage (AU, NZ, EU, UK, US, Emerging Markets)

- investment coverage (govt. bonds, interest rate derivatives, money 

markets, inflation linked securities, FX)  

- Prior to Ardea;

• Head of Investment Analytics, Ashmore Investment 

Management (London)

• Risk Management Consultant, Axxsys Consulting (London)

• Risk Manager, Credit Suisse (London)

• Investment Analytics Manager, Challenger (Sydney)

• Portfolio Analyst, Baird Capital (London)

• Compliance Analyst, Goldman Sachs Asset Management 

(London)

- Education;

• Bachelor of Finance (Quant. Finance) – University of Newcastle

Jean Dumas Cameron Shaw

Portfolio Managers 
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- Head of Risk and Analytics 

- 16 years investment industry experience 

- Prior to Ardea;

• Principal and Head of Investment Solutions for Milliman 

Australia. Started with Milliman USA in 2004.

• Experience spans investments, risk management, data 

analytics, financial modelling, technology and strategy.

• Implemented and managed dynamic hedging programs using 

equity, interest rate and FX derivatives. 

- Education;

- BA Mathematical Methods in the Social Sciences and 

Economics – Northwestern University

- CFA charterholder

- Financial Risk Manager (GARP) 

- Head of Research 

- 21 years investment industry experience

- internationally published academic

- Prior to Ardea;

• Senior Vice President (Quantitative Research) and Australian 

senior management (PIMCO)

• Manager of Quantitative Strategy (Commonwealth Bank)

• Quantitative Manager (AMP Capital)

• Lecturer in Statistics (Australian National University)

- Education;

• Ph.D. in statistics from the ANU, a Master of Quantitative 

Finance from the University of Technology Sydney and an 

Honours degree in Actuarial Studies from the ANU.

Jeff GeblerLaura Ryan 

Heads of Research and Risk
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Senior Management

- Chief Executive Officer (CEO ) 

- 20 years funds management experience

- Previously head of portfolio implementation, and compliance manager 

- Responsible for client communications 

- Prior to Ardea;

• Head of Portfolio Construction (Credit Suisse Asset 

Management, Australia)

- Education;

• Stephen graduated with majors in BA Economic History and 

Government & Politics from the University of Sydney.

- Chief Operating Officer 

- 22 years financial services experience

- Responsible for all operational aspects of the business and compliance

- Prior to Ardea;

• Head of Investment Operations Support and Derivatives ( 

Challenger Ltd)

• Business Implementation Manager(Challenger Ltd)

• Assistant Vice President ( State Street Australia Ltd)

- Education;

• BA Economics from the University of Stirling

Steve Clout Tracey Hunter



Important Information

This material has been prepared Ardea Investment Management Pty Ltd ABN 50 132 902 722 AFSL 329 

828 (Ardea), for Wholesale investors only. It is general information only and is not intended to provide you 

with financial advice or take into account your objectives, financial situation or needs. Fidante Partners 

Limited ABN 94 002 835 592 AFSL 234668 (Fidante), is the responsible entity of the Fund. Other than 

information which is identified as sourced from Fidante in relation to the Fund, Fidante is not responsible for 

the information in this publication, including any statements of opinion.

To the extent permitted by law, no liability is accepted for any loss or damage as a result of reliance on this 

information. The PDS for the Ardea Real Outcome Fund, issued by Fidante, should be considered before 

deciding whether to acquire or hold units in the Fund. The PDS can be obtained by calling 13 51 53 or 

visiting our website www.fidante.com. Neither Fidante nor any of its respective related bodies corporate 

guarantees the performance of the Fund or the returns of an investor’s capital. Past performance is not 

indicative of future performance.

Any forward-looking statements in this presentation are made as of the date of such statements; are not 

guarantees of future performance; and are subject to numerous assumptions, risks and uncertainties 

because they relate to events and depend on circumstances that may or may not occur in the future. Ardea 

undertakes no obligation to update such statements.

41




