
 

1 
Corporate bonds held within the Fund are required to be rated investment grade at the time of investment. Downgraded securities can continue to be held up to 15% of the Fund (in 

aggregate). Investment grade bonds refer to securities that are expected to have a high probability of payment of interest and repayment of principal. 
2 
The Fund can invest up to 30% of the value of the Fund (in aggregate) in Emerging Markets Sovereign Debt and international non-investment grade securities. However, the Fund 

can only invest up to 15% of the value of the Fund (in aggregate) in Australian and international non-investment grade credit securities. 

 

 

 
 About the Fund 

The Pendal Dynamic Income Fund (Fund) is an actively managed diversified 

portfolio of Australian and international fixed income securities. 

Investment Return Objective 

The Fund aims to provide a return (before fees, costs and taxes) that exceeds 
the RBA Cash Rate by 2-3% p.a. over the medium term. The suggested 
investment timeframe is three years or more. 

Description of Fund 

The Fund is designed for investors who seek income from a portfolio of 

Australian and international fixed income securities across a range of market 
conditions and are prepared to accept some variability of returns.  

The Fund is an actively managed portfolio that invests primarily in Australian 
issued investment grade corporate bonds1. The Fund may also invest in 
emerging markets2 sovereign debt and international credit (including high 
yield), to provide portfolio diversification and enhance returns when we 
believe market conditions are supportive. The Fund’s international credit 
exposure is typically obtained through indices, primarily using derivatives. 

The Fund has the ability to decrease its allocation to credit and invest in cash. 
The Fund actively manages interest rate duration throughout the interest rate 
cycle and may use active currency management as part of its investment 
strategy to enhance returns when we believe market conditions are 
supportive. 

Pendal uses a combination of quantitative modelling and qualitative research 
to construct the Fund’s portfolio. 

The Fund’s portfolio is constructed using the following three step approach: 

1. Generate investment signals through quantitative models  

2. Reaffirm investment signals with qualitative research 

3. Asset Allocation 

If the themes also point towards lower interest rates and a negative 
correlation environment exists between interest rates and credit, the Fund can 
increase its Australian interest rate duration. 

The Fund may hold its Australian and international credit exposures in non-
investment grade credit securities. At the time of purchase, Australian credit 
securities (including corporate bonds) must be rated investment grade. 
However, if a corporate bond is downgraded after purchase, it can continue to 
be held. International credit securities may be rated non-investment grade at 
the time of purchase. The Fund’s maximum investment exposure to Australian 
and international non-investment grade credit securities (in aggregate) is 
limited to 15% of the value of the Fund. 

Investment Team 

Pendal's Income & Fixed Interest team has extensive and varied experience 
across both local and international Fixed Interest markets. The team manages 
a range of strategies including Cash, Government bond, Composite bond, 
specialised Insurance solutions, Income solutions and Sustainable and Impact 
funds. The portfolio manager of the Fund is Amy Xie Patrick who has more 
than 20 years industry experience, supported by Co-Portfolio Manager Oliver 
Ge who has more than 15 years industry experience. 

 

 Performance 

(%) Total Returns Benchmark 

  (post-fee) (pre-fee) Return 

1 month 0.10 0.15 0.36 

3 months 0.19 0.33 1.10 

6 months 2.05 2.33 2.18 

1 year 1.77 2.33 4.07 

2 years (p.a) 4.60 5.18 4.11 

3 years (p.a) 6.25 6.83 4.22 

5 years (p.a) 3.26 3.83 3.35 

Since 

Inception (p.a) 
3.03 3.54 2.26 

Source: Pendal as at 30 September 2026 

“Post-fee" returns assume reinvestment of distributions and is 
calculated using exit prices. “Pre-fee” returns exclude the effects 
of management costs and any taxes. Returns for periods greater 
than one year are annualised. Fund inception: December 2017. 

Past performance is not a reliable indicator of future performance. 

 

 Asset Allocation (as at 30 September 2026) 

Australian Credit 90.0% 

Emerging Market Sovereign Debit 0.0% 

High Yield Credit 0.0% 

Cash 10.0% 

Allocations may not add to 100% due to the use of derivatives to 
obtain Australian and international credit and emerging markets 
sovereign exposure. 

 

Top 10 Issuer Exposure (as at 30 September 2026) 

AUSTRALIA & NEW ZEALAND BANKING 

GROUP LTD 5.3% 

GAIF BOND ISSUER PTY LTD 4.8% 

WESTPAC BANKING CORP 3.8% 

ALPHABET INC 3.5% 

VICTORIA POWER NETWORKS 
FINANCE PTY LTD 3.1% 

COLES GROUP TREASURY PTY LTD 2.8% 

WESTCONNEX FINANCE CO PTY LTD 2.6% 

QPH FINANCE CO PTY LTD 2.6% 

WESFARMERS LTD 2.4% 

CNH INDUSTRIAL CAPITAL AUSTRALIA 

PTY LTD 2.4% 
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Fund Characteristics 

Benchmark RBA Cash rate 

Liquidity Daily 

 

Fees and costs 

You should refer to the latest Product Disclosure Statement for 
full details of the ongoing fees and costs that you may be 
charged. 

Management fee3 0.55% pa 

3 This is the fee we charge for managing the assets and overseeing the 
operations of the Fund. The management fee is deducted from the Fund’s 
assets and reflected in its unit price. 

 

Fund Statistics (as at 30 September 2026) 

Yield to Maturity4 5.50% 

Running Yield5 5.00% 

Modified duration 1.00 years 

Credit spread duration 3.18 years 

Weighted Average Maturity 3.92 years 

Average Australian Credit Rating A 
4
 Yield to maturity is an estimate, at a point in time, of an individual security’s 

expected annual rate of return, assuming the security is held to maturity and 
all coupon payments are made on time and reinvested at the same rate. The 
Fund’s yield to maturity uses this calculation on a weighted average basis for 
all physical securities held in the Fund. The Fund’s yield to maturity does not 
represent the actual return of the Fund over any period. 
5
 Running yield is an estimate, at a point in time, of the annual income 

generated by an individual security expressed as a percentage of its current 

market price. It is calculated by dividing the coupon of the security by the 
market value of that security. The Fund’s running yield uses this calculation 
on a weighted average basis for all physical securities held in the Fund. 
Running yield does not reflect the actual income return of the Fund. 

 

Other Information 

Fund size (as at 30 September 2026) $364 million 

Date of inception December 2017 

Minimum investment $25,000 

Buy-sell spread6 

For the Fund's current buy-sell spread information, visit 

www.pendalgroup.com 

Distribution frequency Quarterly 

APIR code BTA8657AU 

6 The buy-sell spread represents a contribution to the transaction costs 
incurred by the Fund, when the Fund is purchasing and selling assets. The 
buy-sell spread is generally incurred whenever you invest or withdraw funds, 
and may vary from time to time without notice. 

 

 

 

 

 

 

 

 

 

 

 

 

Market review  

September was defined by a continued and broad-based rise in 

global bond yields. The US 10-year moved from around 4.78% to 

above 5.15% and the Australian 10-year rose to 5.37%. Middle 

East disruptions kept oil above US$100 and product prices 

significantly higher. Against this backdrop, a Federal Reserve rate 

hike, strong economic data and growing concerns about duration 

supply all contributed to the sell-off. Equity markets, particularly in 

the US, remained resilient throughout.  

The Fed delivered a 25 basis point hike in mid-September, lifting 

the target range to 3.75–4.00%. The decision was unanimous, but 

the path to it was not a foregone conclusion: as recently as mid-

August, futures markets were pricing only around a 30% probability 

of a September move, with the repricing to above 90% occurring 

rapidly as data and Fed commentary accumulated. The dot plot 

pointed to at least one further hike before year-end, with 16 of 18 

members signalling rates higher by December. The statement 

described inflation as having been above target for five years and 

noted that policy action would support a timelier return to the 2% 

goal. The data supported the hawkish framing. The September 

PMI composite printed at 58.4 against a consensus of 53.7, retail 

sales rose 1.2% month-on-month and jobless claims continued to 

fall. Adding to the inflationary picture was the growing prospect of a 

US diesel export restriction ahead of midterms, which remained 

under discussion rather than policy but was enough to push 

already-elevated product prices higher.  

Late in the month, the RBA delivered a 25bp interest rate hike, 

taking the Overnight Cash Rate to 4.6%. The vote was unanimous 

and was over 90% priced by the rates market. The statement 

accompanying the hike pointed to evidence of previously identified 

upside risks to inflation starting to materialise. Although the 

unemployment rate edged up to 4.6% in September, increasing at 

a quicker pace than the Reserve Bank had forecast, the RBA’s 

own lead indicators still broadly point to a picture of stability ahead. 

At the very end of the month, the August monthly CPI indicators 

were released, with a small surprise to the downside. The more 

mixed set of data in Australia highlights the increasingly divergent 

economic picture between the US and the rest of the world.  

Australian investment grade credit spreads widened modestly but 

remained well-behaved given the scale of rates volatility. The 

primary market was active and new issues continued to be 

absorbed with steady demand. US corporate spreads saw some 

intra-month volatility, largely driven by shifting hopes around a 

Middle East ceasefire, but finished only slightly wider on the 

month. The market currently prices another 25bp hike by February 

2027.  

Global credit markets have remained resilient, but there has been 

a slow bleed wider in spreads for both US High Yield and 

Emerging Market sovereigns. The combination of rising yields, 

elevated energy costs and a Fed now actively hiking made the 

environment less hospitable for lower-rated credit and higher beta 

credit. With US yields rising, the dollar strengthening and 

geopolitical risks unresolved, carry demand alone was not enough 

to sustain investor appetite in riskier credit assets over the month. 

Fund performance 

The Dynamic Income Fund returned 0.10% (net of fees) in 

September, underperforming its cash benchmark. Whilst Australian 

investment grade credit continues to demonstrate resilience, 

moderate spread widening over the course of the month explains 

most of the underperformance in September. 
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For more information please call 1300 346 821,  
contact your key account manager or visit pendalgroup.com 

 

 

 

This factsheet has been prepared by Pendal Fund Services Limited (PFSL) ABN 13 161 249 332, AFSL No 431426 and the information contained within is current as at the date of this factsheet. It is 
not to be published, or otherwise made available to any person other than the party to whom it is provided. 

PFSL is the responsible entity and issuer of units in the Pendal Dynamic Income Fund (Fund) ARSN: 622 750 734. A product disclosure statement (PDS) is available for the Fund and can be obtained 
by calling 1300 346 821 or visiting www.pendalgroup.com. The Target Market Determination (TMD) for the Fund is available at www.pendalgroup.com/ddo. You should obtain and consider the PDS 
and TMD before deciding whether to acquire, continue to hold or dispose of units in the Fund. An investment in the Fund is subject to investment risk, including possible delays in repayment of 
withdrawal proceeds and loss of income and principal invested.   

This factsheet is for general information purposes only, should not be considered as a comprehensive statement on any matter and should not be relied upon as such. It has been prepared without 
taking into account any recipient’s personal objectives, financial situation or needs. Because of this, recipients should, be fore acting on this information, consider its appropriateness having regard to 
their individual objectives, financial situation and needs. This information is not to be regarded as a securities recommendation. 

The information in this factsheet may contain material provided by third parties, is given in good faith and has been derived from sources believed to be accurate as at its issue date. While such 
material is published with necessary permission, and while all reasonable care has been taken to ensure that the information in this factsheet is complete and correct, to the maximum extent permitted 
by law neither PFSL nor any company in the Pendal group accepts any responsibility or liability for the accuracy or completeness of this information. 

Performance figures are calculated in accordance with the Financial Services Council (FSC) standards. Where performance returns are quoted "Post fees" then this assumes reinvestment of 
distributions and is calculated using exit prices which take into account management costs but not tax you may pay as an investor. Where performance returns are quoted "Pre fees and tax", they 
exclude the effects of management costs and any taxes. Past performance is not a reliable indicator of future performance. 

If market movements, cash flows or changes in the nature of an investment (e.g. a change in credit rating) cause the Fund to exceed any of the investment ranges or limits specified, this will be 
rectified by PFSL as soon as reasonably practicable after becoming aware of it. If PFSL does so, it will have no other obligations in relation to these circumstances. The procedures, investment ranges, 
benchmarks and limits specified are accurate as at the date of this factsheet and PFSL reserves the right to vary these from time to time. 

 

 
 

Portfolio positioning  

We entered September with duration of approximately 0.25 years. 

This included a short position in the US front end, established in 

August on our view that markets were under-pricing the probability 

of a September Federal Reserve hike. That position contributed 

positively as the Fed delivered a 25 basis point increase in mid-

September. On the Australian side, we reduced duration 

progressively through the month as hawkish RBA communication 

and building rate-hike expectations eroded the case for holding 

any long position. The RBA's unanimous decision to hike 25 basis 

points to 4.60% on the final day of the month confirmed the shift. 

We ended September at approximately zero years of duration.  

Credit exposure was held steady through the month. We continued 

to be selective and disciplined in our participation in primary 

market opportunities, focusing on issuers where the pricing 

appeared attractive relative to quality. Whilst credit spreads 

widened over the course of the month, they remained broadly well-

behaved through September despite significant rates volatility, and 

the credit allocation continued to provide a steady income 

contribution.  

We reduced the booster sleeve materially over the month, ending 

September with no exposure to either high yield or emerging 

market credit. We began the month with allocations to both, but 

reduced early in September as risk-reward deteriorated heading 

into the Fed hiking cycle. Whilst our systematic models prompted a 

re-entering of the high yield position in the middle of the month, we 

chose to override that signal, preferring to err on the side of 

caution. The job of the booster sleeve is to allow the fund to 

access other parts of the credit risk-reward spectrum when 

conditions are beneficial, but the job of the Dynamic Income Fund 

overall is to deliver steady income and capital returns whilst 

limiting downside risks.   

Our more cautious decision proved beneficial, as both emerging 

market and high yield spreads continued to widen out into the end 

of the month. Higher all-in yields may make credit more attractive 

from an income perspective, but yields need to stabilise for 

investors to regain confidence that these income returns won’t be 

jeopardised by continued capital volatility in corporate bonds.  

Our near-term view is that duration is unlikely to be rewarded. Both 

the Fed and the RBA have hiked and maintained explicit tightening 

biases. The RBA's September statement identified three 

reinforcing inflation drivers — energy, AI-related goods and 

domestic capacity pressures — which suggests the hiking cycle 

has further to run. Until the data provide sustained evidence that 

price pressures are easing, we expect to keep duration close to 

zero. That said, parts of the domestic data are softening faster 

than the RBA had forecast, including the labour market and 

housing. If the real economy deteriorates more quickly than 

inflation moderates, the window to add duration could open sooner 

than the market expects. In the meantime, high-quality investment-

grade credit remains our preferred source of return. The booster 

sleeve is likely to re-engage in emerging markets and high yield 

tactically, making use of periods of spread widening to re-establish 

positions. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.pendalgroup.com/
http://www.pendalgroup.com/ddo

