
Yield Portfolio Ideas



Disclaimer

The information in this presentation contains general advice and is provided by Primestock Securities Ltd (Prime) AFSL No. 
239180 & Primestock Wealth Management Pty Ltd (Primestock Wealth) AFSL No. 240277. This advice has been prepared 
without taking your personal objectives, financial situation or needs into account. Before acting on this general advice, you
should consider the appropriateness of it having regard to your personal objectives, financial situation and needs. You should 
obtain and read the Product Disclosure Statement (PDS) before making any decision to acquire any financial product referred 
to in this presentation. Please refer to our FSG available at https://www.primefinancial.com.au/fsg/ for contact information and 
information about remuneration and associations with product issuers.
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About Prime

Established in 1998, Prime has over 90 team members and is 
a diversified professional services firm operating nationally with 
offices in Melbourne, Sydney and Brisbane. Prime manages 
over 1.1Bn in total client wealth with significant experience 
managing yield outcomes across the various risk alternatives 
and investor preferences.
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Our Investment Approach

Prime provides access to yield focused investments across the 
risk alternatives, this includes;

• Term Deposits and Savings accounts

• ASX Listed debt opportunities

• Defensive bond and credit funds

• Bank hybrids and capital notes

• Unlisted property funds

It is important that each investor understands the various 
risk/return profiles of the risk alternatives and selects those that 
best suit their circumstances.

Cash deposits

Government bonds

Corporate bonds

Equities

Private capital

Unlisted commercial 
property & infrastructure
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6



7

Australian Money Market Platform (Term Deposits and 
Savings Accounts)

• The Australian Money Market platform requires just one initial 
application form to be completed to allow access to a range of 
institutions listed on the site. 

• The platform allows advisers to view the rates of various 
institutions and transact on the web with a click of a button. The 
funds are always held in accounts with financial institutions in the 
name of the client. 

• Upon the maturity of a term deposit, you are able to switch to a 
different institution and the funds are transferred automatically. 
Cash transfers are always bank to bank and remain in the name 
of the client. 

Term Deposits and Savings Accounts
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Realm Short Term Income Fund (OMF3725AU)

• The Realm Short Term Income Fund is a short duration credit fund.
• The fund invests in short term cash and liquid credit securities and is designed to offer monthly income with a high level of capital 

preservation. 
• It could be considered as a Term Deposit or enhanced cash alternative and is targeting returns of 1.5%-2.0% above the prevailing

cash rate which we feel is attractive to boost income levels on some funds that would normally be held in term deposits which are 
currently offering circa 0.5% yield.

• The fund offers daily liquidity if you need the funds and has a recommended investment horizon of 3 months. 
• It is low volatility (low risk) fund with an average credit rating of A with rigid holding limits in place which ensures a lower risk 

approach will be maintained.
• It achieved a performance of 2.83% to June 2021 and averaged 2.75% p.a. over the past 3 years.
• Importantly, it has not had a negative return month since it was started a little over 3 years ago, with the worst month delivering 

0.09% income and the best month 0.34%. 

Shorter Term Ideas – Fund Example
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Legg Mason Western Asset Australian Bond Fund (SSB0122AU & BNDS)

• The Legg Mason Western Asset Australian Bond Fund ((SSB0122AU & BNDS), Zenith ‘Highly Recommended’) is an actively 
managed Australian bond portfolio that invests across Australian government and semi-government bonds, corporate bonds and 
asset backed securities.  

• The Fund seeks to earn an after fee return in excess of the Bloomberg Ausbond Composite Bond Index over rolling three-year 
periods.  

• Whilst the Western Asset Australian Bond Fund invests in predominantly investment grade securities (above BBB rating) it can hold 
lower rated securities, however there is currently nothing rated below BBB held in the portfolio at present.  

• The Fund seeks to add value through active management of interest rate risk (duration), yield curve positioning and sector 
breakdown with a strong focus on risk management through investment guidelines and diversification of holdings.  

• The fund has delivered 3-year annualised returns of +4.4% to June 2021 with monthly distributions and has delivered +5.8% 
annualised returns since inception in November 1998.

Longer Term Ideas – Bond Fund Examples
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Ardea Real Outcome Fund (HOW0098AU & XARO) 
• Our preferred defensive income security currently is the Ardea Real Outcome Fund (HOW0098AU & XARO, Zenith ‘Recommended’) 

which is a relative value fixed income manager targeting low volatility returns exceeding cash rates and inflation. 

• Importantly, the Ardea Real Outcome Fund carries minimal duration risk (possibility that changes in rates may reduce or increase the 
market value of a fixed-income investment) and hence is less exposed to any spike higher in global interest rates. 

• Over 12 months to June 2021 the fund is +3%, having delivered +4.16% annualised returns since inception in 2012 and 
outperforming its benchmark by ~2.30%.

• This fund is our preferred fixed income investment since it combines the safety of investing in high quality government and semi-
government bonds with proven risk management strategies to protect investors from fluctuations in interest rates.

Mortgage & Credit Funds
• There are some ASX-listed investment trusts that provide borrowing facilities to large Australian corporate borrowers. One in 

particular also provides some property development loans for part of the portfolio to boost income levels.

• Please note that any listed investment companies or trusts on the ASX do not necessarily have to trade at the value of the underling 
loans and may be more volatile than their non-listed counterparts. 

• The Latrobe Credit Fund is an unlisted option – this is a 1 year investment exposed to a pool of underlying mortgages. Yields are 
circa 4.35%.

Longer Term Ideas – Bond Fund Examples
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Bank Hybrids and Capital Notes

• There is a large universe of Stock Exchange listed hybrids and capital notes

• Many different issuers with different levels of credit worthiness

• All are floating rate notes, so yields can rise and fall over time (at a margin above the Bank Bill Swap Rate “BBSW”)

• Hybrids – they are partially debt instruments and partially equity instruments. In times of great financial stress, these could potentially 
convert to shares to prop up a company

• These are more risky than Bond funds because there are some equity characteristics 

• With a range of maturity dates capital can be returned in 9 months to 2 years. Expected income return of 2.0% - 3.0%. 

• Some things to consider:

o They are stock exchange listed so they can be sold at any time before the mature (or are called)
o Being listed the price can rise and fall influenced by credit and stock market conditions
o Many trade at premiums to the $100 face value. If held, they will be redeemed at face value and hence there may be a small 

loss of capital but investors are compensated by a higher income payment. The combination of these two elements give the 
yield to maturity

o Most pay distributions that are partially cash income and partial franking credits to claim at year’s end
o Be conscious of how liquid they are (how big is the issue), the expected time until your funds are to be returned
o Longer duration notes will be more exposed to price movements
o Quality of the issuer – the lower the quality, the higher the risk and hence more income will be required
o Be aware of the fine print and adopt a portfolio approach

Longer Term Ideas to boost income
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Charter Hall Direct Industrial Fund #4 (APIR MAQ0845AU)

• The Charter Hall Direct Industrial Fund #4 is an UNLISTED property fund that owns direct stakes in 15 high quality Australian
industrial properties and an investment in the Core Logistics Partnership which is a Charter Hall managed wholesale industrial 
investment partnership. The current portfolio valuation is $1.8b.

• It offers an expected income yield of just under 6% (paid quarterly) and carries an attractive average lease expiry profile of 10.5 
years. The portfolio targets an occupancy rate of 100% and the target gearing is 30-45%.

• Like the Charter Hall Direct PFA Fund, this fund operates on a rolling 5-year renewal cycle with the next renewal due in November 
2021 at which point investors will be given the option of liquidating their investment.

• Investors should consider the fund ILLIQUID and their investment tied up until November 2021, however Charter Hall offer limited 6-
month withdrawal windows every 6-months (notification in June and December) up to the value of $10m for investors seeking early 
redemption, however please note this attracts a 2.5% SELL SPREAD and is NOT guaranteed.

• Note that the fund is ‘HIGHLY RECOMMENDED’ by LONSEC and ‘HIGHLY RECOMMENDED’ by Zenith research. 

• Total annual expenses are seen at 0.78% of gross asset value and the fund earns a 15% performance fee above a 9% internal rate 
of return.

Longer Term Ideas – Unlisted property
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• Consideration could be given to using the Prime Defensive Portfolio SMA
• This will be actively managed by Prime and changes will be infrequent but will go through without 

transaction costs. It is well diversified and defensive.
• Below is the listing of holdings and percentage along with the portfolio performance for the last 7 years

Long Term Idea – Prime Defensive Portfolio SMA

ASSET DESCRIPTION
PORTFOLIO 
WEIGHT %

EST YIELD %

ANZPI AUSTRALIA AND NEW ZEALAND BANKING GROUP LIMITED CAP NOTE 3-BBSW+3.00 PERP NON-CUM RED T-03-28 2.57% 3.03%
CBAPD COMMONWEALTH BANK OF AUSTRALIA. CAP NOTE 3-BBSW+2.80% PERP NON-CUM RED T-12-22 2.76% 1.98%
MOT MCP INCOME OPPORTUNITIES TRUST ORDINARY UNITS FULLY PAID 1.79% 6.22%
QRP QUALITAS REAL ESTATE INCOME FUND ORDINARY UNITS FULLY PAID 6.81% 6.06%
WBCPJ WESTPACK BANKING CORPORATION CAP NOTE 3-BBSW+3.40% PERP NON-CUM RED T-03-27 2.79% 1.27%
ETL0018AU PIMCO GLOBAL BOND W 10.63% 2.72%
ETL8268AU ARTESIAN CORPORATE BOND FUND A 9.81% 3.57%
EVO2608AU METRICS DIRECT INCOME 12.89% 4.36%
HOW0098AU ARDEA REAL OUTCOME FUND 17.38% 5.12%
LTC0002AU LA TROBE FINANCIAL 12 MONTH TERM ACCOUNT 3.80% 4.33%
OMF0009AU REALM HIGH INCOME – WHOLESALE 11.81% 4.38%
SSB0122AU LEGG MASON WESTERN ASSET AUS BD A 11.34% 1.92%
CASH CASH AT BANK 5.62% 0.00%
NET PORTFOLIO 
TOTALS

100.00% 3.68%



Contact us
OUR OFFICES
VIC
Level 17, HWT Tower
40 City Road
Southbank VIC 3006

NSW
Level 16
68 Pitt Street
Sydney NSW 2000
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Level 2
127 Creek Street
Brisbane QLD 4000

CONNECT WITH US

Primefinancial.com.au
PrimeFinancialGroup
PrimeFinancialGroup
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