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Yield and portfolio characteristics
Running Yield (% p.a.)1 5.15%

Gross Running Yield (% p.a.)2 5.30%

Fund Constituents 160
 

1Average yield (weighted by market value) of the hybrids portfolio, divided by the current 
market price of the securities. This provides an indication of expected current income 
from making an investment at market price. This value will vary over time.

2Average estimated gross yield (weighted by market values and inclusive of franking 
credits) of the hybrids in the portfolio, divided by the current market price of the securities. 
This provides an indication of the expected current income from making an investment at 
market price. This figure is indicative only and will vary over time. Not all investors will be 
able to obtain the full value of franking credits.

Investment objective
The Fund provides investors with a convenient way to 
access attractive income returns, including franking 
credits, from an actively managed, diversified portfolio 
of hybrid securities. As the Fund is overseen by a 
professional investment manager, it actively seeks to 
reduce the volatility and downside risk that may otherwise 
be experienced by direct holders of hybrids.

Responsible entity
Betashares Capital Ltd

Investment manager  
Coolahbah Capital Institutional Investments Pty Ltd 

Distribution frequency  
Monthly

Suggested minimum investment timeframe
At least three years 

Investment strategy

The Fund invests in an actively managed portfolio of 
hybrid securities, bonds and cash. If and when the 
hybrids market is assessed to be overvalued or presents a 
heightened risk of capital loss, the Fund can allocate more 

Fund facts
Inception Date 13-Nov-17
Fund Size $2528.43m
Historical Tracking Error (annualised) 0.99%
ASX Code HBRD
Bloomberg Code HBRD.AU
IRESS Code HBRD.ASX

Fees % p.a.

Management fee 0.45

Recoverable expenses ~0.10
Performance fee1 15.5

¹A performance fee may be payable. This fee is 15.5% of the Fund's performance above the 
performance benchmark in a calendar quarter.

of the portfolio to lower risk securities.

Sector exposure1 

Fund Weight % Index Weight % Active Weight %

Preference Shares 9.2 100.0 -90.8
Capital Notes 1.6 0.0 1.5
Sub Bonds 57.0 0.0 57.0
Senior Bonds 30.4 0.0 30.4
Cash 1.8 0.0 1.8
TOTAL 100.00 100.00 0.00

1As at 30 September 2025

Fund performance summary

Over the September 2025 quarter, HBRD returned 1.73% 
unfranked and after fees, and 1.78% franked after fees, 
outperforming the benchmark Solactive Australian Bank 
Hybrid Securities Index’s return of 1.61% unfranked. HBRD 
closed the quarter with a gross running yield of 5.38% 
p.a., and a credit rating of investment grade A-. Over the 
previous 12 months, HBRD returned 5.30% unfranked and 
after fees, and 5.97% franked after fees, outperforming 
the benchmark Solactive Australian Bank Hybrid 
Securities Index’s return of 4.42% unfranked.

Credit spreads on 5-year major bank hybrids started the 
quarter at 218bps above the 3-month Bank Bill Swap Rate 
(BBSW) and tightened steadily to close September at 
191bps above BBSW.

The flexibility of the fund to range up and down the bank 
credit stack seeking mispriced assets drove benchmark 
outperformance. The fund has a small 9.9% weighting 
in hybrids, which tightened 27bps over the period whilst 
bank subordinated debt (representing 58.0% of the fund) 
tightened by 30bps, and bank senior debt (representing 
30.8% of the fund) tightened 14bps.

Hybrid yields have declined over the quarter with falling 
interest rates. The 3-month BBSW rate has climbed from 
0% in 2021 to 4.42% in December 2024 and then declined 
back to 3.58% by the end of September 2025 in sympathy 
with RBA cash rates, which has hurt hybrid baseline yields. 
In particular, 5-year major bank hybrids paid a running 
yield of 5.49% p.a. (a combination of the 5-year hybrid 

Top 10 positions1

AN3PL AT Equity CBAAU Float 04/14/32
ANZ 6.124 07/25/39 Corp CBAAU Float 08/22/29 Corp
ANZ Float 01/15/35 CBAAU Float 09/12/35
ANZ Float 01/16/34 Corp NAB Float 11/18/31
ANZ Float 05/16/33 WSTP Float 06/23/33

¹As at 30 September 2025

Performance1 1 month % 3 month % 6 month % 1 year % 3 years % p.a. Inception % p.a.2

Fund Return (net) 0.51% 1.73% 2.71% 5.30% 5.55% 4.23%
Growth return 0.11% 0.38% -0.03% -0.38% 0.03% 0.20%
Income return 0.40% 1.35% 2.74% 5.68% 5.52% 4.03%
Solactive Australian Hybrid Securities 
Index (Solactive Index)

0.11% 1.61% 2.18% 4.42% 5.23% 4.24%

Active Return 0.40% 0.12% 0.53% 0.88% 0.32% -0.01%
 Past performance is not a reliable indicator of future performance.
1As at 30 September 2025. Returns are calculated after fees & expenses have been deducted and distributions have been reinvested.
2Inception date for the Fund is 13 November 2017.
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spread level of 191bps and the 3-month BBSW rate of 
358 bps), 29bps below the running yield paid 3 months 
ago, and a yield-to-call of 5.60% p.a. (a combination of 
the 5-year hybrid spread level of 191bps and the 5-year 
quarterly swap rate of 369bps), which is 1bp higher than 

the June quarter end.

Hybrid market and outlook

The quarter was marked by a steady tightening of 
credit spreads, reflecting a broad-based increase in 
pricing across the credit markets. Major bank hybrids 
tightened by 27 basis points (bps), while subordinated 
debt - positioned higher up the capital stack and offering 
greater liquidity and lower risk - tightened by 30bps. Even 
further up the capital stack, senior debt, which is more 
liquid and lower risk, saw a tightening of 14bps. The fund’s 
current allocation stands at 9.9% in hybrids, 58.0% in 
subordinated debt, and 30.8% in senior debt. Its ability to 
dynamically shift along the capital stack - particularly the 
repositioning toward a majority weighting in subordinated 
debt - was a key contributor to its outperformance relative 
to the benchmark over the quarter. 
 
During the quarter we saw ANZ issue a novel 20-year 
subordinated bullet (non-callable) bond. This is an 
unusual structure as banks are required to amortise the 
regulatory capital value of subordinated debt over the 
final 5 years before maturity (i.e. they still pay interest to 
bond holders in the final 5 years of the bond, but can’t 
count the full amount as required regulatory capital). This 

is why subordinated bonds typically have a call date of 
5 years before maturity. ANZ previously pioneered the 
issuance of 15-year subordinated bonds with a 10-year 
call date, which have become popular instruments with 
both issuers and investors, and we will watch and see if 
more issuers come with 20-year bullet bonds. The fund 
participated in the new ANZ deal.

We also saw the call of the A$1.69bn WBCPH hybrid 
which was not replaced. We observe that offshore issuers 
appear to be paying attention to the gradual close-out 
of the Australian bank hybrid market, and we saw UBS 
come to market the following day with an institutional 
only unlisted (OTC) hybrid deal. (Offshore banks are not 
bound by the same changes in regulation from APRA 
that has prevented Australian bank issuance of hybrids). 
UBS issued A$1.25bn at a yield of 6.375% with investment 
grade BBB- rating, which yielded 0.87% p.a. above a 
similar 5 year to call major bank hybrid, and was very well 
received by the market. The fund participated in the deal 
and took the opportunity to put cash to work from the 
now-called Westpac hybrid and has been actively trading 
the new security as the market moves tighter.

We believe that the success of the UBS deal will prompt 
more offshore banks issue hybrid securities in Australia to 
take advantage of the gap left by Australian banks, and 
that these securities will be institutional-only deals that 
are not listed on exchange but rather dealt OTC, so retail 
investors will only be able to access hybrid securities via 
funds like HBRD.

Important

This information is for the use of licensed financial advisers and other wholesale clients only. It must not be distributed to retail clients.

The information contained in this document is general information only and does not constitute personal financial advice. It does not take 
into account any person’s financial objectives, situation or needs. It has been prepared by Betashares Capital Limited (ABN 78 139 566 868, 
Australian Financial Services Licence No. 341181) (“Betashares”). 

The information is provided for information purposes only and is not a recommendation to make any investment or adopt any investment 
strategy. Betashares assumes no responsibility for any reliance on the information in this document. Past performance is not indicative of future 
performance. Investments in BetaShares Funds are subject to investment risk and the value of units may go down as well as up. 

Future results are inherently uncertain. This information may include opinions, views, estimates, projections, assumptions and other forward-
looking statements which are, by their very nature, subject to various risks and uncertainties. Actual events or results may differ materially, 
positively or negatively, from those reflected or contemplated in such forward-looking statements. Forward-looking statements are based on 
certain assumptions which may not be correct.  You should therefore not place undue reliance on such statements. 

Any person wishing to invest in Betashares Funds should obtain a copy of the relevant PDS from www.betashares.com.au and obtain financial 
advice in light of their individual circumstances. You may also wish to consider the relevant Target Market Determination (TMD) which sets out 
the class of consumers that comprise the target market for the Betashares Fund and is available at www.betashares.com.au/target-market-
determinations.
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There are risks associated with an investment in HBRD, including interest rate risk, credit risk, hybrids complexity 
risk and sector concentration risk. For more information on risks and other features of HBRD, please see the Product 
Disclosure Statement.


