
BETASHARES AUSTRALIAN BANK SENIOR FLOATING RATE BOND ETF
ASX: QPON

Performance1 1 Month 3 Months 6 Months 1 Year 3 Years Inception2

% % % % % p.a. % p.a.
Fund Return (net) 0.06% -0.24% -0.26% -0.23% 1.96% 2.17%
Growth return 0.00% -0.41% -0.70% -1.14% 0.56% 0.42%
Income return 0.06% 0.17% 0.44% 0.91% 1.40% 1.75%
Index return 0.09% -0.16% -0.15% -0.01% 2.18% 2.36%
Past performance is not a reliable indicator of future performance.
1 Returns are calculated after fees & expenses have been deducted and distributions have been reinvested
2 Inception date for the Fund is 1 June 2017

Investment objective

Responsible entity Fund Facts
BetaShares Capital Ltd Inception Date 1-Jun-17

Fund Size $685.5m
Historical Tracking Error 0.08%
ASX Code QPON
Bloomberg Code QPON.AU

Distribution frequency IRESS Code QPON.ASW
Monthly

Fees % p.a.
Management fees 0.19
Recoverable expenses 0.03

Investment strategy

Quarterly Report - December 2021

The Fund aims to track the performance of an index (before fees and expenses) that provides exposure to a portfolio of 
some of the largest and most liquid senior floating rate bonds issued by Australian banks.

The Fund will generally invest in a portfolio of bonds that comprise the Index in proportion to the weightings of these 
bonds in the Index.

In order to be eligible for inclusion in the Index, each bond must be a senior floating rate debt security denominated in 
AUD and issued by an eligible Australian bank. In addition, eligible bonds must have amounts outstanding of at least 
$500 million and a term to maturity (“TTM”) of between one to five years. Current eligible banks are classified into two 
bands as follows:

• Band 1: ANZ Bank, Commonwealth Bank of Australia, National Australia Bank, Westpac
• Band 2: AMP Bank, Bank of Queensland, Bendigo & Adelaide Bank, Macquarie Bank, Members Equity

Eligible bonds with the longest TTM are selected with up to two bonds selected from each Band 1 bank, and one bond 
from each Band 2 bank. Bonds from Band 1 are given a total weight of at least 80% based on market value, with each 
bond equal weighted. Bonds from Band 2 are given a total weight of up to 20% based on market value, with each bond 
equal weighted (with no Band 2 bond allowed to have a weight in excess of 5%).
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Top 10 Exposures1 % %
ANZ Frn Aug-24 10.1 WBC Frn Apr-24 9.9
NAB Frn Aug-26 10.1 ANZ Frn Jan-25 9.8
NAB Frn Jan-25 10.1 CBA Frn Jan-24 9.8
CBA Frn Aug-23 9.9 BOQ Frn Oct-26 5.7
WBC Frn Aug-24 9.9 Bendigo and Adelaide Frn Dec-25 4.9
¹ As at 31 December 2021

Global macro and rates

Chart 1: Global Benchmark 10-year Yields

Source: Bloomberg.

The December quarter was characterised by a global curve flattening as markets increasingly priced in more central 
bank tightening over the medium term, amid ongoing inflation pressures. While long-term benchmark bond yields were 
little changed over the quarter (often gyrating with COVID-19 developments), short and intermediate tenor yields tended 
to rise significantly as rate hike expectations were brought forward in several markets. 

The Federal Reserve was a big focus during the period, with the December FOMC meeting reinforcing the current 
hawkish trajectory, with the median member bringing forward rate hike expectations to 3 hikes in 2022 (from 1 hike 
previously expected in the September meeting). Subsequent minutes from the December FOMC meeting revealed 
further normalisation intentions, with balance sheet contraction in 2022 also appearing to be favoured by several 
members. 

Elsewhere, the Bank of England undertook its first post-pandemic rate hike in December, raising the official Bank Rate 
to 0.25% (+15bps), while the ECB announced a tapering of its Pandemic Bond Purchase Program (although this was 
partly offset by expanding the regular asset purchase program). 
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Chart 2: Global 5s30s Yield Spreads, in basis points

Source: Bloomberg.

Chart 3: 5-year Inflation Compensation, Zero-Coupon Inflation Swaps

Source: Bloomberg.

Inflation remained a major area of attention, with several central banks and commentators highlighting the risk of 
inflation expectations becoming unanchored. Market-implied measures of inflation compensation generally remained 
elevated globally during the quarter, both relative to trend and central bank targets. In terms of economic activity, the 
global economy moderated its pace of expansion during the December quarter, with the global composite PMI indicator 
stabilising around 54, with the emergence of the Omicron COVID-19 variant and the reintroduction of pandemic 
containment measures in several countries possibly weighing. Overall, economic data generally surprised on the upside, 
particularly in the Euro Area.
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Chart 4: Global Economic Data

Sources: Bloomberg, JPMorgan, Citigroup.

Chart 5: Australian Government Bond Yields

Source: Bloomberg.

Australian government bonds underperformed global peers, with yields rising across the curve, albeit in a flattening 
move. Arguably the biggest development was the RBA’s abandonment of Yield Curve Control (YCC) in November and 
the highly erratic price action in front-end yields that preceded it. With liquidity in short-dated paper having thinned over 
the past year, the repricing of global yields on the back of several hawkish pivots combined with a higher-than-expected 
Australian Q3 CPI (trimmed mean) release saw the Australian front-end suffer one of the worst bouts of indigestion in 
recent memory. Despite the RBA’s forward guidance that they’re unlikely to hike before 2023, markets nevertheless 
aggressively brought forward rate hike expectations to 2022, with the first rate hike fully priced for July at the time of 
writing. 
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Credit Markets

Chart 6: Credit Spreads

Source: Bloomberg.

Outlook
The new year began with an aggressive repricing higher of global bond yields, led by U.S. real yields on further hawkish 
rhetoric from the Fed. Specifically, the release of the minutes to the December FOMC meeting suggested the Fed might 
be looking to commence the balance sheet unwind (quantitative tightening) earlier than previously thought, with March 
also now considered an ‘in-play’ meeting for the first post-COVID rate hike. Many commentators have already drawn 
parallels with 2018 in assessing the outlook for 2022, an environment that saw policy driving financial conditions tighter 
alongside a deceleration in global growth and inflation. In addition, the negative fiscal impulse will be a headwind, given 
the reduced likelihood of any major spending bills ahead of the U.S. midterms. If this turns out to be the case, it could 
set up a volatile year for risk assets, with credit and high-multiple growth stocks particularly sensitive to a repricing 
higher in real yields and risk premiums. 

Global investment grade credit spreads drifted wider over the quarter, with the move most pronounced in the Australian 
dollar market. Potentially contributing were expectations around a removal of global liquidity in 2022 in addition to tighter 
bank funding markets, with the potential for a wave of senior bank supply also weighing. With global equities buoyant 
into year-end, U.S. corporate high yield credit erased some initial Omicron-induced weakness, while USD-denominated 
Chinese high yield credit remained under pressure amid ongoing stress in the property sector. 
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Outlook cont.
Although aggressive rate hikes might on the surface be problematic for bonds, a continued curve flattening could see 
the long end remain resilient, especially if growth and inflation were to materially decelerate. The monetary policy 
backdrop is quite different in Australia and continued dovishness from the RBA (relative to the Fed) could see a repeat 
of 2018, where Australian bonds were the standout asset class. Current rate hike expectations appear quite aggressive 
when compared against the RBA’s guidance, while inflation and wage pressures, although rising, still appear contained 
(especially compared to the U.S.) and appear unlikely to trigger a major short-term policy reversal.   

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. 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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