
 

 
 About the Fund 

The Pendal Government Bond Fund (Fund) is an actively managed portfolio of 
predominantly government bond securities which aims to take advantage of 
investment opportunities within bond markets.  

Fund Objective 

The Fund aims to provide a return (before fees and expenses) that exceeds the 
Bloomberg AusBond Govt 0+ Yr Index over a rolling 3-year period. The 
suggested investment timeframe is three years or more. 

Description of Fund 

This Fund is designed for investors who want to take advantage of opportunities 
within the government bond markets and are prepared to accept some variability 
of returns. The Fund offers income and a diversified portfolio of government 
bonds and cash securities. The Fund invests primarily in the Australian 
government bond market across a combination of Commonwealth government 
bonds, semi government bonds (State issued bonds), corporate bonds (which 
are Government guaranteed), foreign sovereign and supranational bonds. The 
Fund may also invest tactically in international government bonds, which are in 
developed markets. 

The Fund can use derivatives to achieve its investment objective and to gain 
exposure to assets and markets. Derivatives may also be used to reduce risk 
and can act as a hedge against adverse movements in a particular market 
and/or in the underlying assets. 

Pendal’s investment process for government bonds aims to add value through 
multiple strategies and investment research. Pendal seeks to generate excess 
returns through strategies including active security and sector selection, duration 
and yield curve management. 

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 Tim Hext who has more than 35 
years industry experience. 

Other Information 

Fund size (as at 31 July 2026) $319 million 

Date of inception July 1992 

Minimum investment $500,000 

Buy-sell spread1 

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

www.pendalgroup.com 

Distribution frequency Quarterly 

APIR code BTA0111AU 

1 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. 

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 fee2 0.32% pa 

2 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. 

 

 Performance 

(%) Total Returns Benchmark 

  (post-fee) (pre-fee) Return 

1 month -0.57 -0.54 -0.53 

3 months 2.21 2.29 2.15 

6 months 1.54 1.70 1.56 

1 year 0.91 1.23 0.82 

2 years (p.a) 2.95 3.28 2.91 

3 years (p.a) 3.46 3.79 3.36 

5 years (p.a) -0.26 0.06 -0.45 

Since  
Inception (p.a) 

5.46 5.80 5.47 

Source: Pendal as at 31 July 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: July 1992. 

Past performance is not a reliable indicator of future performance. 

The benchmark for this Fund has changed over time. The 
benchmark performance shown is that of the combined 
benchmarks that the fund has aimed to exceed over time. 

 

  
Sector Allocation (as at 31 July 2026) 

Government bonds 22.0% 

Inflation linked government bonds 8.2% 

Semi-Government bonds 43.5% 

Inflation linked semi-government bonds 0.00% 

Cash & other 26.3% 

 
 

Fund Statistics (as at 31 July 2026) 

Yield to maturity# 5.05% 

Running yield* 4.02% 

Modified duration 5.34 years 

Credit spread duration 0.03 years 

Weighted average maturity 5.12 years 

# 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. 

* 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. 
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Market review 

There was no meeting held by the Reserve Bank of Australia in 

July. The key data released was the 2nd quarter inflation data 

released late in the month. Second quarter trimmed mean inflation 

rose by 0.8%, taking the annual inflation rate to 3.6%. The result 

was lower than the RBA’s May forecast of 3.8% and saw the 

market pare back expectations of a rate hike at their August 

meeting.  

Labour market data was mixed. Employment grew by a much 

stronger than expected 76,300 jobs. Part time jobs rose by 47,000 

jobs and full-time employment increased by 29,300 jobs. The 

unemployment rate was unchanged at 4.4% due to the 

participation rate rising by 0.3% to 67%. The underutilisation rate 

and underemployment rate continues to pick up. The 

underutilisation rate has increased by 1% since the start of the 

year to 10.9% and the underemployment rate has risen 0.8% to 

6.5%.  

Increasing tension in the Middle East saw the oil price move 

sharply higher in July. Bond yields move higher globally on rising 

inflation concerns. Brent crude oil (September futures contract) 

started the month trading below $73. The contract surged to a 

peak of over $100 before falling into month end. The futures 

contract closed at $90. In the United States 10-year bond yields 

started the month at 4.47% and peaked at 4.74% at month end. 

Bond yields remained elevated in the US despite the oil price 

falling late in the month. This was partly due to new Federal 

Reserve Chairman Kevin Warsh sending confusing messages to 

the market in a press conference following the Federal Reserves 

decision to leave monetary policy settings unchanged. Longer 

dated bond yields sold off and the yield steepened on increased 

inflationary concerns.     

In the United States inflation data was weaker than expected. The 

Fed’s preferred measure – core PCE – came out slightly weaker 

than expected when rising 0.1%. The annual rate of 3.3% remains 

above the Fed’s 2% target. Consumer Price Index (CPI) data was 

also weaker than expected. Monthly headline CPI fell 0.4% and 

core CPI was flat. Annual headline CPI was 3.5% and core CPI 

was 2.6%. Producer Price Index (PPI) data rounded out the trifecta 

of weaker price data during the month.  

Non-farm payrolls data was weaker than expected. Employment 

grew by 57,000 jobs against consensus of 113,000. Prior data was 

however revised lower by 74,000 jobs. The unemployment rate 

however fell from 4.3% to 4.2% with the participation rate declining 

by 0.3% to 61.5%.   

Economic growth for the 2nd quarter sent mixed signals. Growth 

rose by an annualised 1.5% (consensus 2%). Personal 

consumption expenditure was stronger than expected when rising 

3.2%. Net trade and inventories weighed on growth.   

The Bank of England left policy settings unchanged late in the 

month. Gilts rallied following Governor Bailey’s press conference. 

Governor Bailey told the conference that investors should not 

leave thinking the Bank was edging towards a hike. The market 

pared back expectations of a hike at their next meeting in 

September. Ten-year yields peaked at 5.10% before ending the 

month at 5.05%, 29 basis-points higher than their June close.   

Other central banks to hold meetings during the month included 

the European Central Bank (ECB), Bank of Japan (BoJ) and 

Reserve Bank of New Zealand (RBNZ). The ECB and BoJ both left 

policy settings unchanged as expected. The market priced a rate 

hike from the ECB at their next meeting in September as being 

highly likely. The market priced around a 40% chance of the BoJ 

tightening further at their next meeting in September.   

 

The RBNZ tightened monetary policy by 0.25% to 2.50%. The 

RBNZ sighted inflation that still above target and expected 

strengthening in economic activity when reducing the level of 

monetary policy stimulus. At month end a follow-up hike is priced 

as being all but certain at their September meeting. 

Fund performance and activity  

The Fund had a negative performance in July as rising bond yields 

globally pushed Australian bond yields higher. Whilst near term 

Middle East developments are pushing markets around near term, 

the medium-term theme remains massive AI related infrastructure 

spending is putting pressure on term rates. The Fund matched 

benchmark on the month as gains in relative value were offset by 

small losses on duration and semi government holdings.   

The Fund used a late June rally to move back to benchmark on 

duration but took the early July selloff as an opportunity to move 

longer on duration. This was on the view that Australian inflation 

data at month end would be well behaved. However, US bond 

markets were hit hard by higher oil prices and a perception after 

his press conference that the new US Federal Reserve Chair 

Kevin Warsh might keep Fed Funds lower than needed, creating 

pressure on long rates. A late July rally on lower Australian 

inflation saw some recovery.   

The Fund maintains an overweight benchmark position in semi-

government bonds, viewing the overall background for credit as 

positive. The Fund has taken the view that NSW is at risk of an 

S&P downgrade later this year and has been shifting holdings into 

other state names.   

The Fund holds some short-dated inflation bonds. The low Q2 

headline inflation number was primarily a result of low oil prices, 

which bounced in July as excise relief was removed. Capital 

indexation will remain at around 1% per quarter into year end.   

In relative value the Fund maintains an underweight to short-dated 

government bonds and overweight in futures, reflecting the view 

that bonds will cheapen in the period ahead.     

Market outlook 

The inflation data is likely to see the Reserve Bank of Australia 

leave monetary policy settings unchanged at their August meeting. 

Annual trimmed mean inflation of 3.6% does however remain 

above their target band and a tightening bias is likely to remain. 

The RBA remains attuned to upside inflation risks with demand still 

seen as outstripping supply against a lack of productivity gains. 

Any pick-up in demand would be expected to exert upward 

pressure on inflation. A slowing in economic growth would be 

welcomed by the RBA to bring the economy back into balance. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

 

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 Government Bond Fund (Fund) ARSN: 098 011 048. A product disclosure statement (PDS) is available for the Fund and can be 
obtained by calling 1300 346 821. 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, before 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. 

Bloomberg Finance L.P. and its affiliates (collectively, “Bloomberg”) do not approve or endorse this material and disclaim al l liability for any loss or damage of any kind arising out of the use of all or any 
part of this material. 
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