
 

 
 

 
 About the Fund 

The Pendal Sustainable Australian Fixed Interest Fund (Fund) is an actively 

managed portfolio of Australian fixed interest securities. Investments are selected 

based on a range of sustainable, ethical and financial characteristics. 

Investment Return Objective 

The Fund aims to provide a return (before fees, costs and taxes) that exceeds the 

Bloomberg AusBond Composite 0+ Yr Index by 0.75% p.a. over rolling 3-year 

periods. 

Description of Fund 

The Fund is designed for investors who want income and diversification across a 

broad range of fixed interest securities and are prepared to accept some 

variability of returns. The Fund invests primarily in Australian dollar denominated 

investment grade fixed interest securities, including government securities, semi-

government securities, supranational securities and credit securities and holds 

cash. 

The Fund uses derivatives 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 or in the underlying assets.  

Pendal’s investment process for fixed interest aims to add value through multiple 

strategies and investment research. Pendal seeks to generate excess returns 

through a combination of alpha strategies such as credit management, active 

security (including green, social and sustainable bonds) and sector selection, 

duration and yield curve. Our investment approach for credit management seeks 

to identify opportunities on a sector, issuer and security basis by incorporating 

top-down and bottom-up research. Top-down research includes analysis of 

economic and market data, along with macro credit fundamentals such as 

company earnings, balance sheet health, default rates and equity volatility. 

Bottom-up research includes analysis of earnings and cashflow volatility, balance 

sheet, business diversity, industry and valuation.  

Sustainability Approach  

The Fund aims to allocate capital to issuers and securities that align to our 

sustainability themes: climate stability, human basics and innovation for good (the 

Sustainability Objective). 

We undertake a sustainability assessment on all issuers that considers the extent 

to which each issuer manages its environmental, social (including labour 

standards) and governance (collectively ESG) risks (all of which include ethical 

factors). Our assessment draws on internal and external research to assess an 

issuer's sustainability performance (for example their exposure to ESG risks and 

how well they manage these risks relative to peers) and seeks to identify issuers 

that, in our view, have strong sustainability credentials for investment. 

The Fund also applies exclusionary screens. Further information on the Fund’s 

sustainability approach and exclusionary screens can be found in section 5 ‘How 

we invest your money’ of the Fund’s Product Disclosure Statement at 

www.pendalgroup.com/PendalSustainableAustralianFixedInterestFundClassR-

PDS. 

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 George Bishay, who has more than 

30 years industry experience. 

 Performance 

(%) Total Returns Benchmark 

  (post-fee) (pre-fee) Return 

1 month -0.24 -0.21 -0.22 

3 months 0.29 0.39 0.30 

6 months 0.33 0.53 0.53 

1 year 0.37 0.77 0.57 

2 years (p.a) 2.43 2.84 2.42 

3 years (p.a) 3.48 3.89 3.32 

5 years (p.a) -0.11 0.29 -0.13 

Since  
Inception (p.a) 

1.80 2.21 1.58 

Source: Pendal as at 31 August 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: August 2016. 

Past performance is not a reliable indicator of future 
performance. 

 

 

Sector Allocation (as at 31 August 2026) 

Government bonds^ 6.6% 

Semi-Government bonds^ 2.9% 

Sustainability Screened Corporate bonds 20.9% 

ESG Thematic bonds  - Green 42.8% 

- Social 9.8% 

- Sustainable 14.0% 

Cash & other 2.9% 

^ Ex Green, Social & Sustainable Bonds 

 

 

 

 

 

 

 

 

 

 

The Pendal Sustainable Australian Fixed Interest 
Fund has been certified and classified by the 
Responsible Investment Association Australasia 
according to the operational and disclosure 
practices required under the Responsible 

Investment Certification Program. See 
www.responsiblereturns.com.au and RIAA's 
Financial Services Guide for details. 

The Responsible Investment Certification Program provides general 
advice only and does not take into account any person’s objectives, 

financial situation, or needs. Neither the Certification Symbol nor 
RIAA recommends to any person that any financial product is a 
suitable investment or that returns are guaranteed. Because of this, 
you should consider your own objectives, financial situation and 
needs and also consider the terms of any product disclosure 
document before making an investment decision. Certifications are 
current for 24 months and subject to change at any time. 
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Fund Statistics (as at 31 August 2026) 

Yield to Maturity# 5.44% 

Running Yield* 4.41% 

Modified duration 4.86 years 

Credit spread duration 1.80 years 

Weighted Average Maturity 6.80 years 

Average Credit Rating AA- 

# 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. 

 

 

Other Information 

Fund size (as at 31 August 2026) $740 million 

Date of inception August 2016 

Minimum investment $25,000 

Buy-sell spread1 

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

www.pendalgroup.com 

Distribution frequency Quarterly 

APIR Code BTA0507AU 

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 0.40% 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. 

 

 

Market review 

Australian bond yields moved higher in August. Again this was 

primarily led by global bond selloffs although stronger domestic 

inflation data meant Australian yields moved higher than most 

other markets. The main driver globally continues to be higher 

real yields as the AI investment boom gathers momentum.  

Australian three-year yields finished the month 0.17% higher at 

4.66%, and 10 year yields finished the month 0.13% higher at 

5.09%. European 10 year yields were up between 0.15% and 

0.25% and US 10 year yields around 0.05%.   

Australian data over August was mixed, but inflation data has 

been the focus as markets have now fully priced a November 

hike with around a 50% chance of one at the end of September. 

Higher fuel prices as excise relief was removed meant headline 

inflation  rose 1% for the month, but of more concern was the 

0.5% rise in trimmed mean inflation, the preferred underlying 

measure. This leaves annual trimmed mean at 3.6% and early 

forecasts for Q3 trimmed mean of nearer 1%.  Both Q1 and Q2 

were 0.8% so this would be seen as a material rise and force the 

RBA to react.   

Employment data remains mixed. Unemployment increased to 

4.5% with negative job growth but trend measures did not move 

as much.  

The NAB survey remains below trend although there was an 

uptick in capacity utilisation.   

Overall the RBA would be comfortable with growth numbers 

overall being near their forecasts so if they do hike it would not be 

seen as the start of an aggressive cycle.  Weakness in housing 

will also be a factor on their minds and may limit moves to only 

one more hike this year. 

Credit review  

Credit spreads where mixed over the month of August on the 

back of a few factors - developments with the US-Iran relations, 

market friendly US economic data, strong US company earnings 

and large seasonally adjusted credit securities issuance in 

Australia.  

In August markets were dominated by developments surrounding 

the Strait of Hormuz and US-Iran relations. Early in the month, 

hopes for a diplomatic breakthrough boosted risk sentiment as 

Iran, Oman and US officials signalled progress towards reopening 

the critical shipping route. Combined with softer US economic 

data, including benign CPI and PPI prints and weaker payrolls, 

equities rallied and bond yields fell.  

Mid-month, optimism faded as negotiations stalled. Iran proposed 

restrictions on US and Israeli vessels, ceasefire arrangements 

lapsed, and President Trump maintained economic pressure and 

a naval blockade on Tehran. The renewed tensions pushed oil 

prices higher and triggered a broader risk-off move.  

By late August, sentiment improved again after Iran and Oman 

discussed an interim framework to restore shipping through 

Hormuz, including a temporary maritime corridor and mine-

clearance programme. However this sentiment reversed a few 

days later when US military struck Iranian rocket launchers 

preparing to send mines into the Strait of Hormuz.  

Strong company earnings results supported markets. As at the 

end of August, most of the S&P 500 reported their Q2 results with 

88% beating expectations by 27% on average. Actual growth in 

sales and earnings were 15% and 52% respectively relative to Q2 

2025.  

August saw large seasonally adjusted issuance of credit 

securities in Australia which pressured credit spreads wider as 

the market digested the supply. Of note, we had the inaugural 

AUD issuance from Alphabet, the parent company of Google. 

They printed $5.5b across 3, 5, 10 and 20year tenors with very 

strong demand of $18b across all the tranches at final pricing.    

Credit spreads mixed over the month. The Australian iTraxx index 

(series 45) traded in a narrow 3bp range, finishing 3bps tighter to 

close at 67bps. Australian physical credit spreads were a little 

wider on average, the best performing sector was supra-nationals 

that narrowed 1bp whilst the worst performing sector was 

domestic banks that widened 2bps. Semi-government bonds 

outperformed tightening 3bps to Commonwealth government 

bonds. 

Fund performance and activity 

The Fund slightly underperformed the Bloomberg AusBond 

Composite Bond index over the month of August.  

The government sector positioning performed in line whilst the 

non-government portion of the portfolio slightly outperformed. 

Industrials and supra-nationals sector positioning added to 

performance. The active long duration and curve steeping 

positions slightly detracted from performance.  

 

http://www.pendalgroup.com/products


 

  

 

 

 
 

Activity during the month included adding to industrials and 

domestic bank sub-debt funded out of domestic bank senior and 

infrastructure. We also completed some utilities issuer switches 

as well as a semi-government switch from a mid to longer tenor. 

We closed our active tactical duration and curve steepening 

positions.  

During the month, the Fund participated in a new Treasury 

Corporation of Victoria (TCV) Green Bond. This bond helps 

support the transformation of Victoria’s electricity system over the 

coming decade. Victoria has historically been one of Australia’s 

most carbon-intensive states due to its reliance on brown coal-

fired electricity generation. While renewable energy now accounts 

for approximately 42% of the state’s electricity supply, several 

major coal-fired generators are expected to retire over coming 

years, beginning with the closure of Yallourn in 2028. Victoria has 

legislated a net-zero emissions target of 2045 and targets for 

renewable electricity to reach 65% by 2030 and 95% by 2035. 

Achieving these objectives will require substantial investment in 

renewable generation, energy storage and transmission 

infrastructure. The bond finances and refinances projects 

intended to support that transition. Key projects include the 

Melbourne Renewable Energy Hub, a 600MW battery energy 

storage facility, Marinus Link, a new electricity interconnector 

between Victoria and Tasmania, the SEC Renewable Energy 

Park near Horsham and the Delburn Wind Farm in Gippsland. 

Together, these assets are intended to increase renewable 

electricity supply, improve system reliability and support the 

replacement of ageing coal-fired generation. The bond also 

provides financing for large public transport projects including the 

Metro Tunnel and Suburban Rail Loop East. These projects are 

intended to expand Melbourne’s electrified transport network and 

support population growth while reducing reliance on private 

vehicle transport over time. Beyond energy and transport, 

proceeds may support upgrades to Melbourne Water’s Resource 

Recovery and Reuse Complex, which aims to improve water 

recycling, wastewater treatment efficiency and renewable energy 

generation from biogas. Funding is also directed towards climate 

resilience and biodiversity programs, including bushfire 

preparedness initiatives and ecosystem restoration activities 

across Victoria. The energy transition assets are very significant 

as the impacts of more useful renewable energy will continue 

beyond the duration of the bond. Victoria faces a substantial 

challenge in replacing a large fleet of retiring coal-fired generation 

while maintaining energy security and affordability. Investments in 

transmission infrastructure, renewable generation and battery 

storage are likely to play an important role in determining the 

success of that transition. The bond provides investors with 

exposure to a portfolio of assets intended to support that outcome 

while maintaining the credit quality associated with a Victorian 

Government-backed issuer. As the TCV Green bond 

demonstrates, electricity systems across developed markets are 

undergoing a period of significant investment. The combination of 

electrification, renewable energy deployment and rising power 

demand is driving the need for new generation assets, grid 

upgrades and transmission infrastructure. In the UK, these 

requirements are particularly acute as the country seeks to 

decarbonise its power sector while maintaining energy security 

and reliability. As anyone who has spent a dreary afternoon in 

London winter knows, the UK does not benefit from the sunshine 

that Australia has either so household solar is less significant.   

The Fund also participated in SSE’s inaugural Australian dollar 

green bond issuance. SSE is one of the United Kingdom’s largest 

electricity infrastructure companies, operating regulated electricity 

transmission and distribution networks alongside a substantial 

portfolio of renewable energy assets. The company is listed on 

the FTSE 100 and has become one of the UK’s largest investors 

in electricity networks and renewable generation. Electricity 

networks have become one of the key bottlenecks in the energy 

transition. Large amounts of renewable energy generation are 

being developed, but new transmission infrastructure is required 

to connect generation assets to population centres and move 

electricity around the system. At the same time, increasing 

electrification of transport, industry and buildings is placing 

additional demands on existing networks. SSE is central to these 

trends through its ownership of regulated electricity networks and 

renewable energy assets. The company is currently pursuing a 

£33 billion investment program through FY30 focused on 

electricity networks and renewable energy infrastructure. This 

includes investment in transmission networks required to connect 

new renewable generation as well as expansion of its renewable 

energy portfolio. These types of investments are likely to be 

increasingly important as power systems adapt to a more 

electrified and lower-carbon economy. Proceeds from the green 

bond will be used to finance or refinance eligible green projects 

under SSE’s Sustainability Financing Framework. Electricity 

networks, renewable generation and system flexibility are often 

less visible than technologies such as electric vehicles or 

batteries, but they are essential to enabling decarbonisation at 

scale. The bond provides exposure to a large, established utility 

with investment grade credit characteristics that is investing in 

assets likely to play an important role in the future electricity 

system. The issuance was also notable as SSE’s inaugural 

Australian dollar transaction, providing local investors access to 

an overseas infrastructure issuer without taking direct currency 

exposure. 

Market outlook 

The Reserve Bank meets on the  28th and 29th of September. 

Their discussion will focus on the recent uptick in the July inflation 

numbers but will be a day too early for the August numbers. 

Given the monthly series is still being bedded down we believe 

they will wait till early November to hike, by which time they will 

also have the August and September inflation data and the 

quarterly numbers.  

A November hike looks very likely and the market will want to 

price most of another one in February. Inflation will moderate 

through 2027, which should stop further hikes. The conditions for 

rate cuts will partly depend on activity data, but inflation data itself 

will likely open that window in H2 2027 as quarterly numbers fall 

back towards 0.7%.   

As always, global real yields, Middle East developments and oil 

prices will cause short term volatility in rates. However, on a 

medium term outlook there is value appearing in term rates. 

Credit outlook 

We hold a constructive short-term outlook for credit spreads, 

underpinned by both fundamental and technical factors.  

On the fundamental side, the US consumer remains resilient, and 

ongoing government fiscal spending continues to support US 

credit fundamentals. US corporate earnings are also a strength, 

with the most recent US earnings season delivering robust 

earnings growth and broad-based upward revisions to 2027 EPS 

consensus estimates, both supportive for credit markets.  

Technicals are also favourable. Elevated government bond yields 

draw in a marginal buyer of credit - the "all-in yield" investor. With 

attractive total yields now available on corporate bonds, this buyer 

brings incremental demand to the credit market, further 

supporting credit spreads.  

Over the medium term, however, we maintain our cautious outlook 

in relation to our credit positioning on the back of concerns over 

the health of the US labour market. A weakening in US 

employment represents a risk to markets, as it would heighten the 

likelihood of a recession. 

 



 

 
 

 

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 Sustainable Australian Fixed Interest Fund (Fund) ARSN: 612 664 730. 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. 

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. 

 
 

We also have questions around the profitability of the significant 

AI capex spend (collectively in the trillions) as well as implications 

on unemployment. We expect the return on capital spend will 

underwhelm given few signs hyperscalers have strong economic 

moats around their AI product, combined with the ever increasing 

capital intensity of the AI spend. We believe AI will lead to an 

increase in unemployment due to continued employer cost cutting 

efforts which will be a headwind for the market going forward. 

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

