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Total Returns1 1m 3m 6m 1yr (pa) 3yr (pa) 5yr (pa) Incept. (pa)

Fund (Net) 0.76% 2.14% 4.70% 8.55% 3.96% 4.17% 5.13%

RBA Cash Rate 0.36% 1.08% 2.15% 4.18% 2.08% 1.45% 1.72%

Excess Return (Net) 0.40% 1.06% 2.54% 4.37% 1.89% 2.72% 3.41%

Fund Strategy

The Fund is an absolute return fixed income strategy, designed to provide regular income and capital 

stability. The Fund is actively managed and can invest across the full spectrum of fixed income securities to 

capture relative-value opportunities across jurisdictions, sectors, asset-segments, companies, interest rate 

and credit curves. The Fund will hold 85-100% in investment grade securities.

Fund Objectives

The Torica Absolute Return Income Fund (the Fund) aims to provide clients with a consistent income stream 

by investing in a diversified portfolio of fixed income assets. The Fund aims to provide total returns (net of 

fees) that exceeds the RBA Cash Rate (Benchmark) by 2.5% p.a. throughout the market cycle.

Portfolio Commentary

1 Past performance is not a reliable indicator of future performance. All investments carry risks, including that the value of investments may vary, future returns may differ 

from past returns, and investment results are never guaranteed. Fund returns are calculated using the exit price (including sell spread), net of fees, assuming 

reinvestment of distributions and excluding franking credits and are calculated from the Fund’s inception date of 31/05/2013. Returns greater than 1 year are annualised. 

No allowances are made for tax when calculating Fund returns. The Benchmark is the RBA interbank overnight cash rate. Individual returns will vary depending on date 

of initial investment. The fee structure for the Fund last changed on 01/07/2023 and Fund returns are calculated based on this fee structure. Refer to the Fund’s Product 

Disclosure Statement and Target Market Determination for more important information.

Key Features

Fund Manager Torica Capital

Responsible Entity Equity Trustees Ltd

Fund Inception 31st May 2013

APIR Code MST0002AU

Pricing Daily

Distribution Quarterly

Management Fees 

and Costs
0.64%

Performance, 

Entry or Exit Fee
None

Buy/Sell Spread +0.04/-0.08%

Min. Investment $25,000

Administrator Apex Fund 

Services

Custodian BNP Paribas

Platform

Availability

- Netwealth

- HUB24

- Mason Stevens

- Praemium

- OneVue

- Australian

  Money Market
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Fund Statistics

Interest Duration 0.75 Years

Spread Duration 3.28 Years

Yield to Maturity 6.59% (pa)

INDUSTRY GEOGRAPHYRATINGS (Avg. BBB+)

In March, the Fund produced a net monthly return of 0.76%, resulting in a net 

quarterly return of 2.14% and a 1-year net return of 8.55%. The Fund exceeded its 

benchmark by 4.37% over the last 12 months. Key contributors were the portfolio’s 

coupon carry strategy, tightening of credit spreads and active portfolio positioning.

By being fully invested across the month, the Fund was able to anchor returns via 

robust coupon carry. A high allocation of the Fund’s risk budget towards credit 

enabled it to take advantage of the general spread tightening in investment grade 

credit. The high levels of new issuance volumes continued into March and the Fund 

was able to generate additional returns through an active rotation of the portfolio and 

capitalising on new issuance premiums. New issuance was diversified across Big 4 

banks, other domestic financials, overseas banks, RMBS/ABS and, global and 

domestic corporates. 

The Fund prudently increased its interest rate duration position and, in part, benefited 

from the fall in Australian interest rates experienced over the month. The Fund 

maintains a curve steepening strategy in US interest rates as we believe large coupon 

Treasury bond issuances to fund the US deficit will put upward pressure on long-end 

yields relative to short-end yields. 
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Market Commentary

US fixed income markets were subdued in March with Treasury bond yields remaining relatively unchanged across the curve. US 

yields took a breather after rising materially in February off the back of stronger than expected economic data. The trend of 

stronger data continued in March, which saw both macro-economic indicators and corporate earnings across most industries 

remaining constructive. This provided further evidence of a resilient US economy, which supported a broad rally in risk assets, 

with the S&P500 reaching another all-time high. Risk assets have had a good run year-to-date, and we would not be surprised to 

see this continue, albeit with some potential consolidation and volatility along the way. The backdrop remains relatively supportive 

for markets given the expected large fiscal spending in 2024 (particularly in an election year), potential for interest rate cuts in 2H 

2024, and positive global liquidity conditions. 

In the March FOMC, the Fed decided to leave rates unchanged for the fifth consecutive meeting. The Fed reaffirmed it will not be 

appropriate to reduce the Fed Funds rate until it gains greater confidence that inflation is moving towards 2%. However, from the 

March Dot Plot, the Fed also maintained their projection for 3 interest rate cuts by the end of the year. While the Fed did not 

elaborate on timing, market pricing suggests the first interest rate cut will likely occur in July 2024. Also worth noting is that the 

median dot for year-end 2024 remained relatively unchanged at 4.6%, despite growth and inflation projections being revised 

higher by the Fed. By year-end 2024, Fed members project PCE inflation and US GDP growth to be 2.4% and 2.1% respectively, 

materially higher than the forecast provided by the Fed in December 2023. 

While the Fed expects, and markets are pricing, 3 interest rate cuts this year, we believe there is some risk of divergence to the 

downside (less cuts) given the recent string of better-than-expected economic data. We believe the Fed will be cautious, patient 

and maintain a high bar related to moves to cut interest rates to avoid the risk of easing monetary policy prematurely in what is 

currently a strong economy that hasn’t shown much signs of slowing down. The Fed also has a narrower window to cut rates in 

2024 due to the upcoming US elections. The September meeting might be too close to the election, and any rate cuts may need 

to happen mid-year (June or July FOMC meeting), or in the November FOMC meeting scheduled 2 days after the election. 
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Chart 1 – Projected Rate Hikes in Japan by Dec 2024

Source: Bloomberg

In Asia, Japan ended its 8-year period of negative interest 

rates when the Bank of Japan (BoJ) announced a rise in its 

official policy rate to a range of 0% to 0.1% (from -0.1%) at 

its March Monetary Policy meeting. This also marks Japan’s 

first interest rate hike in 17 years. The BoJ took the 

opportunity to announce a number of key policy changes, 

which included exiting negative interest rate policy, removing 

yield curve control and a staged process to reduce its 

quantitative easing program to just purchases of Japanese 

government bonds. The changes pave the way for the BoJ to 

revert to more conventional monetary policy, whereby the 

central bank will primarily use short-term interest rates as its 

primary policy tool. The removal of these monetary-easing 

measures is significant and marks a strategic 

acknowledgement by  the  BoJ that both economic and

inflation conditions have shifted and the central bank needs monetary policy to be more adaptive to these shifts. Inflation 

continues to print well above the central bank’s 2% target, and wage growth remains strong as a result of sustained tight labour 

markets. Unemployment continues to be low at 2.6%, resulting in favourable wage negotiations for workers. Given these 

dynamics, the market is pricing in almost 2 interest rate hikes by the BoJ by year-end 2024 (Chart 1). This is in contrast to the 

other large central banks of the Fed, ECB and  BOE which are all pricing in multiple rate cuts by December 2024. 

In Australia, the RBA left the cash rate on hold at 4.35% during its March meeting for the third consecutive time. The noteworthy 

change in the RBA statement was removing the reference to “a further increase in interest rates cannot be ruled out” and 

replacing this with “the board is not ruling anything in or out”. While some may interrupt this change as the RBA potentially 

dropping their tightening bias, the new language reflects similar comments from the Governor’s prior (February) policy meeting 

press conference stating “We’re not ruling in or out anything”. 
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General Disclaimer – This material has been prepared by Torica Capital Pty Ltd (ABN 54 651 702 966) (Torica) as CAR 001295971 of Torica Financial Services Pty 

Ltd’s (ABN 66 660 187 397) AFSL 540818. Equity Trustees Limited (ABN 46 004 031 298) AFSL 240975 is the Responsible Entity of the Fund. Any content provided in 

this material is of a general nature and does not take into account of any individual’s personal objectives, financial situation and needs. Any persons should seek 

specific advice and obtain a copy of the Product Disclosure Statement, Reference Guide and Target Market Determination available at www.eqt.com.au/insto before 

making a decision in relation to any investment in the Fund. Whilst every effort is made to ensure the information is accurate at the time of sending, Torica does not 

make any representation or warranty as to its accuracy, reliability or completeness nor does it undertake to correct any information subsequently found to be inaccurate. 

Any information contained in this material is subject to change without prior notice and Torica is not obliged to update any information. References to any 3rd party or 

their data is based on information that Torica believes to be true and accurate at the date of this material without independent verification. To the extent permitted by 

law, no liability is accepted for any loss or damage, either direct or indirect, due to reliance on this information. Equity Trustees Limited is a subsidiary of EQT Holdings 

Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). Equity Trustees Limited nor any of its related parties, their 

employees or directors, provide and warranty of accuracy or reliability in relation to such information or accepts any liability to any person who relies on it. Past 

performance should not be taken as an indicator of future performance. A Target Market Determination is a document which is required to be made available from 5 

October 2021. It describes who this financial product is likely to be appropriate for (i.e. the target market), and any conditions around how the product can be distributed 

to investors. It also describes the events or circumstances where the Target Market Determination for this financial product may need to be reviewed.

Ratings Disclaimer – Ratings are only one factor to be taken into account when deciding whether to invest in a financial product. Ratings are subject to change. 

SQM Rating Disclaimer: The rating contained in this document is issued by SQM Research Pty Ltd (ABN: 93 122 592 036) on February 2024. SQM Research is an 

investment research firm that undertakes research on investment products exclusively for its wholesale clients, utilising a proprietary review and star rating system. The 

SQM Research star rating system is of a general nature and does not take into account the particular circumstances or needs of any specific person. The rating may be 

subject to change at any time. Only licensed financial advisers may use the SQM Research star rating system in determining whether an investment is appropriate to a 

person’s particular circumstances or needs. You should read the product disclosure statement and consult a licensed financial adviser before making an investment 

decision in relation to this investment product. SQM Research receives a fee from the Fund Manager for the research and rating of the managed investment scheme.

Morningstar Rating Disclaimer – Torica Absolute Return Income Fund received a 5 Star Morningstar Rating  as at 31/03/2024. Overall Morningstar Rating  out of 

111 Unconstrained Fixed Income Funds as of 31/03/2024.© 2024 Morningstar, Inc. All rights reserved. Neither Morningstar, its affiliates, nor the content providers 

guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution. This report or data has been 

prepared for clients of Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or New Zealand wholesale clients of Morningstar Research Ltd, 

subsidiaries of Morningstar, Inc. Any general advice has been provided without reference to your financial objectives, situation or needs. For more information refer to 

our Financial Services Guide at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters and if applicable, the relevant Product 

Disclosure Statement before making any decision to invest. Morningstar’s publications, ratings and products should be viewed as an additional investment resource, not 

as your sole source of information. Morningstar’s full research reports are the source of any Morningstar Ratings and are available from Morningstar or your adviser. 

Past performance does not necessarily indicate a financial product’s future performance. To obtain advice tailored to your situation, contact a financial adviser. The 

Morningstar Rating is an assessment of a fund’s past performance—based on both return and risk—which shows how similar investments compare with their 

competitors. A high rating alone is insufficient basis for an investment decision.

We believe the RBA will want to maintain a neutral basis, and give itself full flexibility, particularly given the recent conflicting 

economic data. While recent GDP data showed growth slowing to below trend and increasing only 0.2% QoQ in 1Q 2024, the 

labour market remains robust. In February Australia added 116k jobs, blasting through consensus of 40k, and reducing the 

unemployment rate to 3.7%. In addition, house prices continue to rise, and inflation remains high despite the progress made thus 

far. We believe the RBA will keep interest rates unchanged for the coming months, and await further data to obtain enough 

assurance on the direction of the economy and inflation to justify a move, either way, in monetary policy.

http://www.eqt.com.au/insto
http://www.morningstar.com.au/s/fsg.pdf
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