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The hunt for yield is over
In times of volatility, the case for certainty becomes even clearer
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The quote

... it is these more 
unique times which 
demonstrate the ability of 
an investment strategy to 
continue to perform.

“This has shone a light on the importance of 
selecting a manager with demonstrated ability 
to guide portfolios through volatility while de-
livering ongoing performance,” he says. 

“Indeed, it is these more unique times which 
demonstrate the ability of an investment strat-
egy to continue to perform.”

La Trobe Financial believes the key to ensur-
ing this is constructing a diversified portfolio of 
high-quality, highly granular property credit 
assets that will perform across the cycle. It fo-
cuses on the ‘complex prime’ sector, targeting 
high quality borrowers with a credit proposition 
that can’t easily be delegated to an algorithm 
and requires a ‘hands on’ credit decision.

“Each of our portfolios have been built with 
discipline over time, with careful selection of 
granular asset exposures, diversified across sec-
tor, loan size, borrower type, and security loca-
tion,” Paton explains.

For example, La Trobe Financial’s flagship 
$9.5 billion retail credit fund comprises 11,804 
loans with an average loan amount of $740,000. 
The average loan-to-value ratio is 64.6%.

“Geographically our assets follow the popula-
tion, ensuring they remain within the broadest 
and deepest markets,” Paton adds.

“Combined, these settings have allowed each 
of our portfolio accounts to deliver their adver-
tised distribution rates to investors – month af-
ter month, year after year – irrespective of the 
market or macroeconomic environment we have 
operated within, while no investor has ever suf-
fered a loss of investor capital.

“This is the kind of performance the asset 
class can deliver with the right manager.”

Paton says financial advisers should also con-
sider whether their clients have allocations to 
variable rate products which can move upwards 
in a rising rate or inflationary environment, en-
suring their income isn’t going backwards in 
real terms where combined portfolio returns are 
being outpaced by inflation.

La Trobe Financial has seven different invest-
ment accounts on offer to investors seeking con-
sistent monthly income, all of which are com-
prised of pools or exposures to property credit 
originated, approved, and settled by its Real Es-
tate Credit business. In total, La Trobe Finan-
cial now has approximately 93,000 investors.

Its most popular product, the 12 Month Term 
Account, has $7.3 billion under management 
and has taken out 14 consecutive Money maga-
zine Best of the Best awards. Currently, it’s of-
fering a variable return of 6.25%*, while also 
offering an additional 50 basis points for those 
who access the product via a financial adviser.

“Our 12 Month Term Account has delivered 
impeccable performance across its 20-year his-

There are always two sides to every story. It’s 
a phrase we’ve likely all muttered at least 

once in our lifetime and for any multitude of 
reasons. While almost always applicable, it rings 
particularly true when observing ongoing dis-
cussion around rising interest rates.

On the one hand, rising interest rates are the 
bane of many Australians’ existence, since the 
first increase in May 2022, the average home-
owners are now paying about $1250 more a 
month towards their mortgage, according to 
Finder. 

However, on the other hand, investors with a 
healthy allocation of fixed income products are 
finally reaping the rewards of their patience.

Over the last decade, interest rates have lan-
guished at some of the lowest levels on record; 
prior to the increases beginning, the cash rate 
of 0.10% was the lowest seen in more than 30 
years. As such, investors were desperately 
searching for alternative sources of income, 
which resulted in climbing the risk spectrum.

La Trobe Financial senior vice president and 
chief investment officer Chris Paton says that 
with the official cash rate now above its 20-year 
average, the hunt for yield is over.

“Across the last decade, the key theme for in-
come investors was the ‘hunt for yield’, particu-
larly in an era of ultra-low interest rates,” he says.

“But the question for income is no longer 
where yield can be sourced, but rather how it can 
be delivered with the requisite low-volatility.”

One source, Paton says, is credit investments 
– namely, property credit. At $2.5 trillion across 
both residential and commercial markets, the 
local property credit sector is one of the largest 
investable universes in Australia.

“Property credit as a sector has continued to 
deliver low-volatility income for investors, par-
ticularly as the property market has been in a 
period of price appreciation for much of the last 
decade,” he says.  

“The opportunity for investors is repeatable, 
with the asset class generating plenty of ongoing 
investment opportunity. There’s approximately 
$135 billion of contestable opportunities each 
year for non-banks, which presents a sizeable 
pipeline of high-quality, contestable assets.”

With most of the property credit in Australia 
written on a floating or variable rate basis, as an 
asset class property credit is well positioned to re-
spond to a more volatile inflationary environment. 

“So, generally speaking, it’s an asset class 
which has delivered low volatility income to in-
vestors for quite some time now,” he adds.

High inflation, rising borrower rates and 
property price depreciation over the last 18 
months have presented a challenge, however 
Paton says this also presents an opportunity.

tory; a dollar invested 20 years ago represents 
a dollar invested today and every day in be-
tween,” Paton says.  

It’s that ongoing performance which has 
been recognised by investors, with the 12 
Month Term Account growing by more than 
any other fund across Australia’s entire wealth 
management industry in the 12 months to 31 
May 2023, he adds.

“For our investors and adviser partners, our 
Credit Fund delivers that low-volatility income 
which complements a well-crafted investment 
strategy,” Paton says.

For La Trobe Financial, the focus is always 
on having portfolios constructed to withstand 
and to perform through all market and macro-
economic cycles, all through the lens of pro-
viding low volatility, variable monthly income 
to investors.

“Our commitment to diversification, our 
commitment to transparency, and putting the 
customer at the heart of everything we do re-
mains unbroken, and we sit well placed to con-
tinue in our role as careful custodians of the 
deep reservoir of trust we have built over 70 
years,” Paton says.

“While the macroeconomic environment can 
be complex, the solution is often simple.” fs

Watch the video  
on www.fsitv.com

Disclaimer
*The rate of return on your investment in the 12 Month Term Account is 
current at 1 August 2023. The rate of return is reviewed and determined 
monthly and may increase or decrease each month. The applicable dis-
tribution for any given month is paid at the start of the following month. 
The rate of return is not guaranteed and is determined by the future 
revenue of the Credit Fund and may be lower than expected.

An investment in the Credit Fund is not a bank deposit, and investors risk losing 
some or all of their principal investment. Past performance is not a reliable 
indicator of future performance. Withdrawal rights are subject to liquidity 
and may be delayed or suspended.

La Trobe Financial Asset Management Limited ACN 007 332 363 Australian 
Financial Services Licence 222213 Australian Credit Licence 222213 is the 
responsible entity of the La Trobe Australian Credit Fund ARSN 088 178 321. 
It is important for you to consider the Product Disclosure Statement for the 
Credit Fund in deciding whether to invest, or to continue to invest, in the Credit 
Fund. You can read the PDS and the Target Market Determinations on La Trobe 
Financial’s website or ask for a copy by calling 13 80 10.

To view their awards and ratings please visit the Awards and Ratings page on 
their website. 

La Trobe Financial Services Pty Limited ACN 006 479 527 Australian Credit 
Licence 392385.

To the extent that any statement in this article constitutes financial product 
advice, that advice is general advice only and has been prepared without consid-
ering your objectives, financial situation or needs. You should, before deciding to 
acquire or to continue to hold an interest in the La Trobe Australian Credit Fund, 
consider the appropriateness of the advice having regard to your objectives, 
financial situation or needs and obtain and consider the Product Disclosure 
Statement for the Fund.


