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 Altius Asset Management employs a diversified strategy to fixed interest funds management that aims to take advantage of the 
mispricing of bonds in all market conditions. The Altius Sustainable Bond Fund is an Australian fixed interest fund that invests in 
companies which conduct their business and apply capital responsibly, giving full consideration to a range of environmental, social and 
governance (ESG) issues. 
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Portfolio Performance and Activity 
 
June closed out a quarter that was one of the most 
tumultuous in recent memory. April saw the 
announcement of reciprocal US tariffs, quickly followed 
by a 90-day delay. May was all about the deteriorating 
fiscal position of major Western economies, in particular 
the US, and the US credit ratings downgrade, while June 
was a story of geopolitical escalation between Israel, 
Iran, and the US. Remarkably, quarter two delivered 
stellar global equity returns. The US S&P 500 rose 
10.9%, DAX was up 7.9% and the ASX 200 returned 
7.01%, while June saw the S&P 500 gain 5.1% and the 
ASX 200 up 1.2%. Sovereign bonds delivered mixed 
returns over June with US Treasuries returning 1.9%, 
Euro Sovereigns, -0.2% and Australian Treasuries 
gaining 0.77%. Over the quarter, bonds delivered 
positive returns, with the US returning 0.8%, Euro 
Sovereigns 1.9% and Australian Treasuries gaining 
3.01%. Bond yields traded in a narrow range over June. 
Australian three- and 10-year yields traded between 
3.22% to 3.45% and 4.10% to 4.35% respectively to 
finish the month at 3.26% and 4.19%. After starting the 
month with a small overweight duration position, we took 
the opportunity to close out this position and implement 
an underweight. As at June 30th the fund held 2.31 years 
of interest rate duration versus the 2.44 years for the 
benchmark.    
 
With no RBA meeting in June, markets largely focused 
on the key economic releases of GDP, employment, and 
the monthly CPI. Headline quarter one GDP, released 
June 4th, was soft at 0.2% leading to a steady annual 
rate of 1.3%. However, the underlying detail of private 

final demand was firmer, with household consumption 
and dwelling construction showing a decent move 
higher. Household improvement will be seen as a 
positive for the RBA as this area has been very soft over 
the past 12 months. The middle of the month saw the 
release of the employment numbers, which continued to 
surprise with the unemployment rate remaining at a low 
of 4.2%. While acknowledged by the market as 
incomplete, the month finished with the release of the 
May monthly CPI, showing welcome progress on 
inflation. Headline inflation slowed to 2.1% YoY but the 
more important trimmed mean fell to 2.4% yoy, the 
slowest pace since November 2021. Housing-related 
costs such as rent, dwelling construction, and insurance, 
a key focus of the RBA, cooled faster than expected. 
The lower number spurred the market to pull forward the 
next easing of policy to the July meeting. By month end, 
the market had priced 50 basis point of cuts spread 
across the next three meetings and a 1% reduction to 
2.85% over the coming 12 months.      
 
Turning to the US markets. The June FOMC meeting 
struck a more dovish tone than anticipated. The median 
projection among members showed two rate cuts in 
2024, a view likely supported by Chair Powell and a 
majority of voting members. Governor Waller hinted that 
a July cut may be warranted, which would be earlier 
than the market’s base case of September. Powell, 
however, emphasized the need for patience, 
downplaying imminent cuts. Discussions around 
Powell's succession also intensified in June, with names 
like Kevin Warsh, Kevin Hassett, and Scott Bessent 
floated as possible replacements. Despite these policy 
signals, the labor market’s fragility and slowing inflation 
provide a backdrop of growing uncertainty for the Fed's 

Performance as at June 2025 
 1 mth % 3 mths % 1 yr % 3 yrs % p.a. 5 yrs % p.a. 7 yrs % p.a. Since inception % p.a. 
Gross total return 0.66 2.03 6.80 5.50 2.08 2.40 2.83 
Net total return 0.62 1.90 6.28 4.99 1.54 1.81 2.20 
Benchmark 0.53 1.80 5.52 3.84 1.11 1.90 2.19 
Excess to benchmark 0.09 0.09 0.76 1.15 0.43 -0.09 0.01 
Net total returns are calculated after fees and expenses and assume the reinvestment of distributions. Past performance is not a reliable indicator of future performance. 
Gross total returns are calculated before fees and expenses and assume the reinvestment of distributions. Past performance is not a reliable indicator of future 
performance. 
Effective 1 July 2016, Benchmark is 50% Reserve Bank of Australia Cash Rate and 50% Bloomberg AusBond Composite 0+Yr Index and applied retrospectively for all periods. 
Excess to benchmark is calculated on Net total return. 
Inception date for performance calculations is 21 November 2014. 
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next moves. Inflation pressures showed signs of easing. 
The core CPI rose just 0.13% in May, undershooting 
expectations for a fourth straight month and holding the 
annual rate at 2.79%. These figures suggest inflation 
may be gradually converging toward the Fed’s target, 
strengthening the case for potential easing. While May’s 
nonfarm payrolls showed a headline gain of 139K (with 
private payrolls up 140K), forward-looking indicators 
hinted at softness with private job numbers slowing, a 
shrinking workweek and labour market, initial jobless 
claims drifted higher pointing to increasing slack.  
 
Credit markets closed out June on a positive note, 
recovering from a combination of risks such as trade 
issues, tariffs, and geopolitical concerns that dominated 
the first half of 2025. Equities provided strong 
momentum for global credit with US spreads returning to 
Pre-Liberation Day lows, however still wide of February 
tights. While European and Australian credit closed on 
YTD tights.  AUD major bank 5 years closed at 78 basis 
points, 4 basis points tighter, AAA residential mortgages 
finished 5 tighter at 88 basis points, while major bank 
subordinated 10NC5 securities were unchanged at 
1.61%.  
 
Global issuance volumes remained strong with US 
investment grade closing with US$109bn of supply 
bringing the YTD number to $US897.6bn, up 3% on 
2024 levels. In Europe, YTD supply is up 9% to 
EUR602m. Both markets experience strong levels of 
over-subscription on primary deals with new issue 
concessions (NIC) reaching as low as 2 basis points. 
Domestically, the market saw strong issuance volumes 
in the first half of the month before easing into the 
second half. Early June saw ING Bank issue a multi-
tranche $1.25bn 3 and $500m 5-year deals at 80 and 90 
basis points, respectively. This was followed by a 
Barclays dual-tranche senior preferred deal, $750m of 
6nc5 at a margin of 1.65% and $400m of 11nc10 debt at 
2.20%. Major bank primary issuance remained scarce 
with no activity until Westpac entered the with a 5-year 
deal, the first since the NAB’s transaction in March. The 
deal was launched at 87 basis points and generated 
$4.8bn of interest before printing $2.6bn at 83 basis 
points. The strong demand resulted in a very low new 
issue concession of just 1 basis point. Over the month, 
the fund participated in both the ING and Westpac 
transactions. 

Socially Responsible Investments in Focus 
The recent developments in sustainable finance in 
Australia highlight significant strides towards aligning 
investment with the nation's net-zero ambitions. The 
Australian sustainable finance taxonomy, released for 
voluntary use and piloting with financial institutions, 
marks a crucial step in this direction. This taxonomy, a 
joint initiative between the Australian Government and 
the finance sector, provides common definitions for 
sustainable economic activities. It is a key component of 
the Government’s Sustainable Finance Roadmap and is 

led by the Australian Sustainable Finance Institute 
(ASFI). 
 
The taxonomy aims to create a common language for 
investors, issuers, and regulators to identify and label 
green and transition finance assets and activities. This 
clarity is essential for mobilizing capital to enable 
Australia’s transition to net zero. By providing common 
definitions, the taxonomy strengthens investor 
confidence in low-emissions investment claims, reduces 
the risk of greenwashing, and improves the 
comparability of investment products and sustainability 
disclosures. A key focus for Altius in our collaboration 
with the research Lab at UNSW Institute for Climate Risk 
& Response (ICRR) is the related reporting for green 
bonds as we seek to expand and improve portfolio 
reporting for our clients 
 
Among the financial institutions participating in the 
Australian taxonomy implementation pilot are ANZ, NAB 
and Westpac as well as the CEFC. This pilot will explore 
the practical applications of the taxonomy, inform 
additional market guidance, and provide an evidence 
base for refinement. 
 
Internationally, the Basel Committee on Banking 
Supervision (BCBS) has released a voluntary framework 
for the disclosure of material climate-related financial 
risks. This framework aims to improve transparency and 
support risk management of climate-related exposures 
in the banking sector. It includes both qualitative and 
quantitative disclosure elements, covering governance, 
strategy, risk management, and metrics and targets. 
 
These initiatives are part of a broader effort to ensure 
that financial activities contribute to positive 
sustainability outcomes across climate, environmental, 
and social objectives. They provide a structured 
approach for financial institutions to assess, monitor, 
measure, and report on sustainable lending and bond 
facilitation, thereby supporting the transition to a low-
carbon economy. 
 
The Australian Government has also committed to 
building 1.2 million homes by mid-2029, presenting a 
significant opportunity to review and potentially improve 
construction methods to reduce upfront carbon 
emissions. A recent report by the Green Building Council 
of Australia and TSA Riley, supported by the CEFC, 
highlights that the upfront carbon intensity of Australian 
single-family detached dwellings outweighs their 
operating emissions over a 60-year lifespan. The report 
quantifies upfront carbon at around 1 tonne of CO2 
equivalent per square metre for conditioned floor area 
(CFA), equating to an average total of 185 tonnes of 
CO2 equivalent per house. In contrast, operational 
emissions are estimated at 24 tonnes of CO2 equivalent 
over the house's lifetime, which can be further reduced 
with on-site solar and battery storage. 
 



 

Fund Update Page 3 

 
 

 Contact Details   

 

 
 Website  Investor Services 
     altiusam.com  T  1300 997 774 F 1300 856 685 
 Email  Adviser Services 
 australianunitywealth_transactions@unitregistry.com.au  T  1300 997 774 F 1300 856 685 
      

The report recommends that the government commit to 
upfront carbon reduction benchmarks, provide funding 
support for innovative low-carbon and circular materials, 
and champion medium-density planning for smaller 
homes. It also encourages the industry to reduce the 
size of new homes, simplify designs, employ innovative 
construction techniques such as modular elements, and 
choose low-carbon and circular products. This focus on 
reducing upfront carbon is crucial as it is the single 
largest source of emissions in a typical new family home 
and is locked in at construction, with its intensity being 
more than seven times greater than operational 
emissions. 

Outlook 

 
A key attraction of high-grade, particularly sovereign–
fixed income, is the defensive properties of bonds where 
duration and liquidity play an important role in a 
balanced portfolio or on a stand-alone basis. Elevated 
cash rates and steep yield curves underpin income and 
capital gain strategies. 

We expect central banks to continue with a modest 
easing cycle, where cash rates are adjusted to neutral 
levels. 

We expect a 25 basis point rate cut at the August 
meeting with the RBA adjusting cash rates to remove 
excessive tightness when the inflation data is supportive. 
We believe the quarterly inflation data to be supportive. 

The RBA expressed concern with the headwinds to 
growth associated with the uncertainty created by the 
US trade policy reset. RBA concerns have somewhat 
reduced given the walking back of the magnitude of 
tariffs, frequent postponements to the date of effect, and 
absence of corroborating data pointing to deterioration in 
activity data or labour market conditions. 

Implied cash rates expectations factor in three 25bp 
easings over the next 12 months. 

Likely a larger than already expected step down in 
growth would be needed to lower cash rate expectations 
below 3.1% and short end bonds sustainably below 
3.30%. 

Growth  

Tariffs come at the expense of growth and have two 
phases: uncertainty and implementation. 

The 20% increase is the largest rise in 200 years. The 
uncertainty alone creates the potential to delay existing 
projects, investment, and consumption decisions, all with 
negative growth effects. 

Irrespective of last-minute “reprieves”, the 
implementation announced timeline has led companies 
to pull forward existing import/export activity in order to 
get ahead of the lift in costs. Surveys of US 
manufacturers (US NAPM index) suggest that activity 
has largely been completed. 

Australian growth over the last year has largely been 
due to state government infrastructure projects and 
federal government consumption. Infrastructure project 
activity has peaked. Household consumption, 
particularly discretionary spending, has been squeezed 
by cost-of-living escalation and the earlier 8% fall in real 
wages.  To that end, approximately 80% of the personal 
income tax cuts have been saved. Consumption 
contributed less than 0.1% to Q1 2025 GDP. 

The lack of a pickup in consumption has surprised the 
RBA, with the global trade uncertainty creating further 
delays. 

Inflation 

Despite the recent correction higher, oil prices have 
fallen 10% below the average price of the first quarter. 
Further falls in demand, but more particularly an OPEC 
led increase in supply, provides a real-time global 
disinflationary pulse. 

How inflation is measured is important. Housing 
dominates the US CPI basket with a 42% weighting. 
Australia is 30%. The contribution to inflation from rents 
has been falling in both countries, and this will not be 
interrupted by tariffs. Food and beverages are 16% of 
the basket and will see lower transportation costs flow 
through. 

Importantly, goods that were to be consumed in the US 
are now likely to be rerouted. The lift in supply, in turn, 
pushing prices down. Record Chinese exports that have 
less penetration into the US market are a likely source of 
global goods disinflation. Electric vehicles, 
pharmaceuticals, and technology goods may be 
“dumped” into non-US markets. 

For the US, the Fed will need to be able to assess the 
inflationary impact of tariffs.  Retaining some tension to 
financial conditions is intended to make certain that a 
one-time increase in the price level does not become an 
ongoing inflation problem”.  Clarity will take some 
months. 

A more recent complication is the fiscal expansion and 
possible lift in activity from the One Big Beautiful 
Bill.  The market has factored in a degree of the required 
lift in US Treasury issuance, though not necessarily any 
lift in activity. The lift in long-dated US bond yields is a 
tightening of financial conditions. 
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Importantly, a not insignificant probability remains that 
global growth slows considerably while a larger than 
expected disinflationary effect is reinforced, creating a 
scenario with a bullish bias for long-dated bonds. This 
will particularly advantage the defensive duration 
settings of our fixed interest funds. 

Australia’s term premium is standing out in historical terms 
and versus peers. 

Australia’s 10-year real interest rates are above 2.2%, 
multi-decade highs. Reflecting market risk premium 
associated with US trade policy, central bank's 
unwinding of central bank QE programs, and FX reserve 
activities. Perversely, these are largely country specific 
issues that don’t necessarily apply to Australia. As such, 
we believe this term risk premium will diminish over time. 

Importantly, key disinflationary pulses are at work and 
coupled with the abatement of earlier sources of 
inflation, including wage pressure. 

We expect the range on Australian long-dated bonds to 
oscillate around a midpoint in 10-year Australian 
sovereign bonds of 4.0% over the medium term.  

The portfolio strategy is to actively manage duration 
settings; incrementally increasing long bond exposure 
above this point and vice versa. 

Australian yield curves are unusually steep. Only three 
times over the last 25 years has it been this steep, the 
European sovereign crisis, somewhat analogous to now 
(funding concerns). 

Although the sovereign curve is steep, the state 
government bond curve is far steeper and thus more 
attractive.  Even if bond markets remain static, the 
potential for capital gains through yields migrating 
toward the cash rate (roll down) is in addition to accrual. 
This is particularly true of maturities beyond 6 years. 

Contained volatility is a tailwind for credit. Near full 
employment conditions and low arrears are supportive of 
the bank's financials and residential mortgage-backed 
sectors. Fundamental conditions improve with the 
delivery of additional RBA cash rate cuts. 

Sector Profile as at June 2025 
Asset Class Portfolio % Benchmark % 
Agencies 6.44 0.87 
Asset Backed 8.59 -- 
Cash at Bank 5.93 -- 
Financials 29.65 2.61 
Industrials 13.41 2.20 
RBA Cash -- 50.00 
Semi Government 23.67 17.05 
Sovereigns 8.16 23.53 

Supranationals 4.15 3.74 
Agencies 6.44 0.87 

Ratings Exposure 
Rating Portfolio % Benchmark % 
A 17.00 1.38 
AA 25.34 13.00 
AAA 39.45 34.11 
BBB 18.20 1.52 
RBA Cash -- 50.00 

Maturity Profile 
Term Portfolio % Benchmark % 
0 - 1 Year 12.23 54.60 
1 - 3 Years 23.63 10.30 
3 - 5 Years 15.74 10.69 
5 - 7 Year 15.56 8.22 
7+ Years 32.83 16.19 

Top 20 Issuers 
Issuer Portfolio % Benchmark % 
New South Wales Treasury 
Corp. 9.40 4.72 
Government of Australia 7.09 23.52 
Treasury Corporation of Victoria 5.64 4.89 
Commonwealth Bank of 
Australia 5.04 0.21 
Queensland Treasury Corp. 4.24 3.67 
NBN Co Limited 3.21 0.18 
[Cash Offset] 3.20 -- 
Housing Australia 2.99 0.07 
Cooperatieve Rabobank U.A. 2.72 -- 
Wesfarmers Limited 2.08 0.03 
Tasmanian Public Finance Corp. 1.96 0.36 
Airservices Australia 1.90 0.06 
Bank Australia Limited 1.79 -- 
Teachers Mutual Bank Limited 1.73 -- 
Western Australian Treasury 
Corp. 1.73 1.15 
Woolworths Group Limited 1.63 0.08 
BNP Paribas SA 1.59 0.02 
Australian Dollar 1.57 -- 
APOLLO Series 2023-1 Trust 1.53 -- 
Transpower New Zealand 
Limited 1.39 0.02 

Portfolio Summary Statistics
 Portfolio % Benchmark % 
Yield to maturity (%) 4.14 3.89 
Modified duration (years) 2.31 2.44 

 

RIAA - Certified Responsible Investment  
The Altius Sustainable Bond Fund has been certified by RIAA. According to the 
strict operational and disclosure practices required under the Responsible 
Investment Certification Program. See www.responsibleinvestment.org for 
details. 
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Ratings / Awards 
 
 
 

 
 
 
 

 
 
 
 
 
 
 
 
 

 
 

 
Important Information 
Bloomberg Finance L.P. and its affiliates (collectively, "Bloomberg") do not 
approve or endorse this material and disclaim all liability for any loss or damage 
of any kind arising out of the use of all or any part of this material.  
 
The Altius Sustainable Bond Fund has been certified by RIAA according to the 
strict operational and disclosure practices required under the Responsible 
Investment Certification Program. See www.responsibleinvestment.org for 
details. The Responsible Investment Certification program does not constitute 
financial product advice. Neither the Certification symbol nor RIAA recommends 
to any person any financial product is a suitable investment or that returns are 
guaranteed. RIAA does not hold an Australian Financial Service License.  
 
The Altius Sustainable Bond Fund won the Lonsec Innovation Award 2016, which 
recognises the major innovators and industry leaders who are shaping the future 
of Australia's wealth creation sector. The Lonsec Awards go beyond the pure 
quantitative, looking at the people behind the investment decisions, the rigour of 
the investment process and philosophy, and the new thought and innovations 
that create real value for investors.  
 
The Zenith Investment Partners ("Zenith") Australian Financial Services License 
No. 226872 rating (assigned June 2021) referred to in this document is limited to 
"General Advice" (s766B Corporations Act 2001) for Wholesale clients only. This 
advice has been prepared without taking into account the objectives, financial 
situation or needs of any individual and is subject to change at any time without 
prior notice. It is not a specific recommendation to purchase, sell or hold the 
relevant product(s). Investors should seek independent financial advice before 
making an investment decision and should consider the appropriateness of this 
advice in light of their own objectives, financial situation and needs. Investors 
should obtain a copy of and consider the PDS or offer document before making 
any decision and refer to the full Zenith Product Assessment available on the 
Zenith website. Past performance is not an indication of future performance. 
Zenith usually charges the product issuer, fund manager or related party to 
conduct Product Assessments. Full details regarding Zenith's methodology, 
ratings definitions and regulatory compliance are available on our Product 
Assessments and at: http://www.zenithpartners.com.au/RegulatoryGuidelines  
 
The rating issued 08/2021 is published by Lonsec Research Pty Ltd ABN 11 151 
658 561 AFSL 421 445 (Lonsec). Ratings are general advice only, and have been 
prepared without taking account of your objectives, financial situation or needs. 
Consider your personal circumstances, read the product disclosure statement 
and seek independent financial advice before investing. The rating is not a 
recommendation to purchase, sell or hold any product. Past performance 
information is not indicative of future performance. Ratings are subject to 
change without notice and Lonsec assumes no obligation to update. Lonsec 
uses objective criteria and receives a fee from the Fund Manager. Visit 
lonsec.com.au for ratings information and to access the full report. © 2021 
Lonsec. All rights reserved. 
 
 
 
 
 
 
 

 
 
The Altius business is now owned by Australian Ethical, however Australian Unity 
provides transitional support services to Australian Ethical for Altius investors 
and advisers. For more information on the Altius Sustainable Bond Fund, please 
contact your financial adviser or our Investor Services Team. 
 
The information has been prepared by Australian Ethical Investment Ltd (ABN 47 
003 188 930, AFSL 229949) (Australian Ethical), in its capacity as Responsible 
Entity of the Altius Sustainable Bond Fund. The information is prepared based on 
information available at the time. This information is not advice and does not 
consider your individual circumstances or needs. In deciding whether to acquire, 
hold or dispose of the product you should obtain a copy of the current Product 
Disclosure Statement, Additional Information Document and the Target Market 
Determination, available on altiusam.com. Past performance is no indicator of 
future performance. 

http://www.zenithpartners.com.au/RegulatoryGuidelines
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