
 

Colonial First State Wholesale Government  
Inflation-Linked Bond Fund  

Fund profile 

March 2010 
 

 

Recent announcements by the Australian Office of Financial Management (AOFM) that the Australian Government would 
resume issuing inflation-linked bonds, together with new issues by some of the State Governments, have seen a resurgence in 
interest in the Australian inflation linked bond market.  

Inflation-linked bonds (ILBs) have cash flows that are linked to movements in the Consumer Price Index. Thus they provide a 
means of protecting the real value of savings against unexpected inflation when compared to nominal bonds. 

 
Investment objective 

To provide an income-based return that is protected against the effects 
of inflation over the medium term by investing in a portfolio of Australian 
Commonwealth and Semi government inflation-linked securities. The 
fund’s target is to outperform the UBSA Government Inflation Index by 
100 bps p.a. over rolling 3 year periods. 

Strategy 

The fund is an actively managed investment in inflation-linked securities 
issued by government or government institutions. The fund aims to add 
value through security selection and by managing interest rate risk. The 
fund may use derivatives and may invest in nominal bonds. 

Investment process 

Our investment process uses the relationship between the nominal and 
inflation-linked bonds (ILB).  When deciding investment strategy within 
our ILB portfolios we compare real yields trading in the market with our 
determination of what the fair value real yield should be.  Importantly, 
this determination includes our view on long-term inflation.  

The ability of this fund to invest in nominal bonds means we can express 
our views on the market in a number of ways – duration, curve and 
break-even. Our ability to use derivatives means we are not restricted to 
implementing decisions through physical bonds.  

 
Key features (as at 31 December 2009) 

Colonial First State Wholesale Government 
Inflation-Linked Bond Fund  
Fund size (A$)  $20m  
Inception March 2010 
Benchmark  UBS Government Inflation Index 
Duration range  Bmk +/- 3 years  
Target alpha  100bps over rolling 3years 
Number of issues  10-30 
Nominal exposure Max 30% 
Credit exposure  Nil 
Currency exposure  100% AUD  
Buy/sell spread  0.15% / 0.15%  

 
Our competitive advantage 

Large:   team of 30 people 
Experienced:  average 14 years industry experience 
Disciplined:  rigorous, team based, process 
Client-focussed:  dedicated specialists to meet client needs 
Responsive:  to clients and to changing market dynamics 
 

 For further information   cfsinstitutional@colonialfirststate.com.au  
    

 Regional Managing Director, Australia and New Zealand  Institutional Relationship Management  
 Joanna Davison +61 2 9303 7007  Liz Krajewski +61 2 9303 2927  
    Daniel Bristow +61 2 9303 6311  
 Institutional Business Development and Consultant Relationships  Helen Squadrito +61 2 9303 6142  
 Matt Russell +61 2 9303 7024  Hugh O’Neill +61 2 9303 6116  
 Ali Karmali +61 2 9303 6070  Nadene Moore Maternity leave  
 Tracey McNaughton +61 2 9303 2695  Simon Good +61 3 8628 5681  
    Lucas Rooney +61 7 3328 5875  
    

Disclaimer 
Product Disclosure Statements (PDS) and Information Memoranda (IM) for the funds issued by Colonial First State Investments Limited ABN 98 002 348 352, Commonwealth Managed 
Investments Limited ABN 33 084 098 180, and CFS Managed Property Limited ABN 13 006 464 428 (collectively CFS) are available from Colonial First State Global Asset Management.  
Investors should consider the relevant PDS or IM before making an investment decision. Past performance should not be taken as an indication of future performance. 
No part of this material may be reproduced or transmitted in any form or by any means without the prior written consent of CFS. This material contains or is based upon information 
that we believe to be accurate and reliable. While every effort has been made to ensure its accuracy we cannot offer any warranty that it contains no factual errors. We would like to be 
told of any such errors in order to correct them. 
This material has been prepared for the general information of clients and professional associates of CFS. You should not rely on the contents. To the fullest extent allowed by law, CFS 
excludes all liability (whether arising in contract, from negligence or otherwise) in respect of all and each part of the material, including without limitation, any errors or omissions. 
This material is intended only to provide a summary of the subject matter covered.  It does not purport to be comprehensive or to render specific advice. It is not an offer document, 
and does not constitute a recommendation of any securities offered by CFS. No person should act on the basis of any matter contained in this material without obtaining specific 
professional advice. 
Colonial First State Global Asset Management is the consolidated asset management division of the Commonwealth Bank of Australia ABN 48 123 123 124. 
Copyright © Colonial First State Group Limited 2009  
All rights reserved.  
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