
•	 The Trust returned 1.36% for the quarter, 
outperforming the benchmark by 0.02%.

•	 Income generated from high coupon 
bonds generated the majority of the 
return for the quarter, with credit spread 
compression also adding positively.

•	 The Trust continues to remain well 
positioned, with exposure to high quality 
conservative credit names and 0.92y of 
interest rate duration.

Investment objective

The U Ethical Enhanced Income Trust 
- Wholesale aims to generate income 
and preserve capital. The Trust aims to 
outperform the benchmark after fees 
over rolling two-year periods.

† Based on exit price with distributions reinvested, and are net of all fees.
1 From March 1990 to 30 June 2020, performance is that of the U Ethical Enhanced Cash Portfolio (the Portfolio), reflecting the reinvestment of distributions quarterly and including 
franking credits, benchmarked against 50% Bloomberg AusBond Bank Bill Index / 50% AusBond composite 0-3year Index. On 1 July 2020, the Portfolio was transferred into a unit trust, 
the U Ethical Enhanced Cash Trust - Wholesale, renamed the U Ethical Enhanced Income Trust - Wholesale on 19 May 2021, benchmarked against the 3 Month Bank Bill Swap Rate +1.00% 
and performance excludes franking credits. Where time horizons require, performance reflects a blend of the products and their benchmarks.
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Fund information

Performance 3 months 6 months
1 year 

 p.a.
3 years

5 years 
 p.a.

10 years 
 p.a.

Since inception 
p.a.

U Ethical Enhanced Income Trust - Wholesale† 1.36 3.18 5.20 1.97 1.95 2.48 6.54

Benchmark 1.34 2.71 5.35 3.35 2.59 2.51 5.79

Relative performance 0.02 0.47 -0.15 -1.38 -0.64 -0.03 0.75

Past performance is not indicative of future performance.

Out of 100 Australia & New Zealand Equity Funds as of 31/1/2024. 
Based on 100 percent of eligible corporate AUM and 0 percent of eligible 
sovereign AUM. Data is based on long positions only.

Associate portfolio manager Joshua Nappa

Chief investment officer Jon Fernie

Inception date 1 July 2020¹

Total fund size ($M) $273.744

Benchmark 3 Month Bank Bill Swap Rate + 1.00%

Buy/sell spread 0.05%/0.05%

Management costs Estimated up to 0.70% p.a.
(See Information Memorandum)
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Top 5 issuers*� %

National Australia Bank 10.59

Bank of Queensland 7.69

Westpac Banking Corporation 6.50

Suncorp Group 4.24

Commonwealth Bank of Australia 3.84

Total 32.86

Market commentary

Global equity markets extended their rally in the March quarter 
with the MSCI World Ex Australia Index (AUD) delivering a total 
return of 14.0% (partly driven by a weaker Australian dollar). 
While US inflation has trended lower, expectations for interest 
rate cuts have been pushed out given stronger economic data.

The US Manufacturing Purchasing Managers’ Index (PMI) 
increased to 50.3 in March ahead of forecasts and up from 47.8 
in the prior month. Recent nonfarm payrolls figures have also 
surprised to the upside. The federal funds target range has 
remained at 5.25-5.50% since July, although we have seen US 
10-year treasury yields rise well above 4% during the quarter.

Australian inflation excluding volatile items declined to 3.9% 
in February and despite services inflation remaining sticky 
the trend lower has continued. The Reserve Bank of Australia 
(RBA) has maintained the cash rate at 4.35% since November, 
although minutes revealed a shift to more dovish stance. 
The domestic labour market remains tight with the seasonally 
adjusted unemployment rate declining slightly to 3.7%.

Corporate earnings were better than expected during the 
quarter, although stretched equity market valuations leave 
little room for disappointment. Stronger economic data will 
likely mean central banks are reluctant to ease monetary policy 
near-term and we view this as a key driver of equity markets in 
recent months.

Portfolio commentary

The Trust delivered a total return of 1.36% over the quarter, 
outperforming the benchmark by 0.02%. The period saw 
volatility despite stability in the RBA Cash Rate albeit, due to 
macroeconomic releases which saw the market pare back 
some rate cut expectations.

This saw the market ultimately shave off 1.35% of cuts priced 
in at the start of the quarter. As a result, Australian government 
bond yields saw an 11bp increase in the 1Y tenor, whilst the 
‘belly’ of the curve (5Y) saw a -2.5bp decrease. As such, the 
broader curve ‘flattened’ as the gap between the 10Y and 5Y 
yield narrowed by 8.7bps, continuing to reflect the likely ‘top’ 
of the rates cycle.

On the back of this, domestic credit spreads tightened by the 
most in the BBB bucket by 4.95bps, whilst spreads in the A- 
and A+ buckets tightened by 3.9bps and -0.9bps respectively. 
This was indicative of a ‘risk on’ move as markets saw comfort 
in resilient economic data and a relaxed central bank rhetoric.

The Trust benefitted from both its positioning in ‘high carry’ 
(income) lines and ‘barbelled’ exposure to credit (allocations 
in AA- and BBB+ buckets). Attribution for the quarter showed 
most of EIT-W’s 1.36% return arising from income (+1.10% net 
of fees) with the remainder from credit spread compression 
and duration positioning.

Asset allocation by securities’ type

%

Capital Notes 3.67

Fixed 26.82

Floating Rate Note 61.02

Loans 3.95

Cash & Cash Equivalents 2.70

Term deposits 1.84

Total� 100.00

*only considers fixed income securities
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This document dated March 2024 is provided by U Ethical (a registered business name of Uniting Ethical Investors Limited ABN 46 102 469 821 AFSL 294147) as Responsible Entity, Issuer, 
Administrator and Manager of the U Ethical Enhanced Income Trust – Wholesale (the U Ethical Fund). All data within this document is published as at 31 March 2024

The information provided is general information only. It does not constitute financial, tax or legal advice or an offer or solicitation to subscribe for units in any fund of which U Ethical is the 
Manager, Administrator, Issuer, Trustee or Responsible Entity. This information has been prepared without taking account of your objectives, financial situation or needs. Before acting on the 
information or deciding whether to acquire or hold a product, you should consider the appropriateness of the information based on you own objectives financial situation or needs or consult 
a professional adviser. You should also consider the Information Memorandum (IM) which can be found on our website www.uethical.com or by calling us on 1800 996 888. U Ethical may 
receive management costs from the U Ethical Fund, see the current IM. U Ethical, its affiliates, and associates accept no liability for any inaccurate, incomplete or omitted information of any 
kind or any losses caused by using this information. All investments carry risks. There can be no assurance that any U Ethical fund will achieve its targeted rate of return and no guarantee 
against loss resulting from an investment in any U Ethical fund. Past U Ethical Fund performance is not indicative of future performance. The U Ethical Enhanced Income Trust – Wholesale is 
issued and managed by Uniting Ethical Investors Limited ABN 46 102 469 821, AFSL 294147 as Responsible Entity.

Sustainability Rating as of 31/01/2024. Corporate and Sovereign Sustainability Score and Investment Style as of 31/01/2024 Morningstar’s Sustainability Score incorporates Sustainalytics’ 
company and country-level analysis.

© 2023 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.

U Ethical

Level 6 
130 Lonsdale Street
Melbourne VIC 3000

Email info@uethical.com
Freecall 1800 996 888

U Ethical is an investment manager with a difference. We believe in creating 
a better world by investing with purpose—today and into the future.  

With the creation of our fi rst funds in 1985, we have become one of the largest ethical 
investment managers in Australia with over $1 billion in funds under management. 
We are also one of the few investment businesses in Australia to have been certifi ed 
as a B Corporation. As a not-for-profi t social enterprise, we grant the majority of our 
operating surplus to community programs. 

www.uethical.com
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https://www.uethical.com/

