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Generation Life Investment Bonds
Investment manager change - Diversified fixed interest (UF03)
Generation Life APIR code - ALL0017AU

WHAT’S CHANGING?
The Generation Life Diversified fixed interest option (Fund Code UF03) is changing investment manager and strategy.
Pendal Institutional Limited is being replaced as the investment option’s manager with Yarra Capital Management. As a result, the investment option’s strategy will now change from the Pendal Enhanced Credit Fund to the Yarra Enhanced Income Fund strategy effective 23 May 2024.
WHY IS IT CHANGING?
Over the last few quarters and following its acquisition from Perpetual, the Pendal Enhanced Credit Fund has experienced a material reduction of funds under management within the strategy. As a result, Generation Life’s investment holding has become large compared to the overall size of the strategy, increasing the level of concentration risk held in the underlying strategy. Generation Life’s risk management framework requires that concentration risk be mitigated. 
The reduction in the size of the underlying strategy is anticipated to, over time, impact  costs and overall performance.
Generation Life has considered the position of the underlying strategy and chosen to replace the strategy with one that it believes will reduce the level of future investment (concentration risk), while meeting its investment objectives.



COMPARISON OF STRATEGIES
	
	Pendal Enhanced Credit Fund (OLD)
	Yarra Enhanced Income Fund (NEW)

	Underlying strategy APIR code
	RFA0100AU
	JBW0018AU

	Sector
	Fixed interest - diversified
	Fixed interest - diversified

	Investment manager
	Pendal Institutional Limited
	Yarra Capital Management

	Objective
	Aims to provide a return (before fees, costs and tax) that exceeds the Bloomberg AusBond Non Govt 0+ Year Index over the medium term.
	Aims to earn higher returns than traditional cash management and fixed income investments (over the medium-to-long-term) through exposure to a diversified portfolio of hybrid (debt/equity) and fixed income securities. The fund is expected to produce less volatile returns that are inherent in equity markets, while offering modest capital growth and some franking credits.

	Investment approach
	The fund is designed for investors who want income, diversification across a broad range of companies and industries and are prepared to accept some variability of returns. The fund aims to take advantage of investment opportunities within the Australian non-Government fixed interest market and invests primarily in Australian dollar corporate bonds including investment grade securities issued by leading corporations listed on the Australian Securities Exchange. The fund may also invest in a limited amount of hybrid securities, non-investment grade securities and unrated securities. The fund may also hold cash and may use derivatives.
	The approach is research-driven, utilising the manager's comprehensive research process and taking into account the broad economic and market environment as well as specific investment details. The fund invests in a range of high yielding fixed income and hybrid securities. The assets which the fund will be exposed to include floating rate notes, convertible/converting securities, corporate bonds, government and semi-government securities, structured/subordinated debt, perpetual (non-call) step-up preference securities, cash and high yielding fixed income securities. The underlying assets are predominantly Australian and denominated in Australian dollars or foreign currencies. Derivatives may be used to manage investment risk and gain or reduce exposure to relevant markets in an efficient manner whilst still remaining within allowable asset allocation ranges.

	Investment style
	Diversified – Australian credit 
	Diversified – Australian credit

	Investment guidelines
	Investment grade corporate bonds 70-100%
Commonwealth bonds and semi-government bonds 0-20%
Convertible notes 0-10%
Convertible preference shares 0-10%
Capital notes 0-10%
	Fixed interest, hybrid securities & cash 0-100%

	Asset allocation

	Cash 5.3%
Australian fixed interest 94.7%
	Cash 4.7% 
Australian fixed interest 95.3%

	Risk level1
	5 – Medium to High
	5 – Medium to High

	Suggested minimum length of investment
	3 years
	3 years

	Buy/sell spread
	0.09%/0.09%
	0.10%/0.10%




	
	Pendal Enhanced Credit Fund (OLD)
	Yarra Enhanced Income Fund (NEW)

	Investment management fees and costs2
	0.45% p.a.

	0.55% p.a.


	Performance fees
	Not applicable 
	Not applicable

	Indirect transactional & operational costs (estimated)3
	0.29% p.a.
	0.32% p.a.

	Underlying strategy returns (pre-tax and after investment fees) 
	1 year: 6.73%
3 years: -0.81% p.a.
5 years: 1.75% p.a.
	1 year: 9.53%
3 years: 5.34% p.a.
5 years: 4.92% p.a.

	Zenith rating
	Recommended
	Recommended

	Lonsec rating
	N/A
	Recommended




 The risk level is based on the Standard Risk Measure which allows investors to compare investment options (refer to the Product Disclosure Statement for more information about the risks of investing).
2 Investment management costs include investment manager’s fees, estimated investment expense recoveries and other indirect costs as a percentage of the total average assets of the investment option based on the latest information available, but excludes investment performance fee costs that may be charged or incurred by the investment manager and exclude indirect transaction and operational costs (refer to the Product Disclosure Statement for further information about fees and costs). 
3 Estimate of transactional and operational costs incurred by the investment option are based on the latest available information. These are current estimates that may change.

ABOUT THE YARRA ENHANCED INCOME FUND
What is the strategy?
The Yarra Enhanced Income Fund is an Australian based diversified fixed interest strategy managed by Yarra Capital. The Fund offers investors access to typically 60 – 100 securities and can provide diversification to traditional asset classes. Holding a blend of high yielding fixed income and hybrid securities, provides the fund the opportunity to provide greater diversification, and thereby help reduce risk. The fund aims to provide a yield above the cash rate without taking on excessive credit risk. The strategy has delivered positive performance over the last 5 years, and features an investment grade asset profile whilst providing a running yield above 6%. The strategy is designed to delivers higher returns than traditional cash management and fixed income investments with minimal interest rate duration. The strategy features some exposure to interest rates with a duration of around 1.5 years, which is managed primarily through the manager’s derivatives program.
Who is it suitable for?
The fund is suitable for investors wishing to gain a medium to long term exposure to the Australian credit market and low to moderate exposure to systemic risks such as interest rates. 
About the manager
Yarra Capital Management (‘YCM’) was originally established in January 2017 following the management buyout of Goldman Sachs Asset Management’s Australian focused investment capabilities and operating platform. The management buyout was backed by TA Associates, a global growth private equity firm with a long history of investing in funds management companies. In 2021, YCM expanded its footprint through the acquisition of Nikko Asset Management’s Australian business, and as a result, becoming one of Australia’s largest independently owned active fund managers.
Today, YCM is one of Australia’s largest independently owned Australian funds management businesses. The manager’s investment teams are supported by a broad team of deeply experienced professionals across the manager’s Finance, IT, Human Resources, Legal Risk & Compliance, Sales, Marketing, Distribution, and Investment Operations functions, led by Edward Eason (Managing Director) and the manager’s leadership team.
RECOMMENDATION
I have recommended including the Yarra Enhanced Income Fund in your investment bond portfolio which Generation Life will be using as a replacement for the Pendal Enhanced Credit Fund strategy. 



Important information
The product description and sample wording above have been prepared by Generation Life Limited (‘Generation Life’) ABN 68 092 843 902 AFSL 225408 as a guide only to assist you in developing your own Statement of Advice (SoA) or Record of Advice (RoA) when providing advice about Generation Life investment bond products to your clients. 
This information may not be considered complete as it does not consider your clients’ personal situation, needs or objectives – it is your responsibility to consider these aspects when formulating the SoA or RoA for your clients. Before making an investment decision or tendering of advice based on anything in this document, you need to consider whether any general advice in this document is appropriate to the particular investment needs, objectives and financial situation of the person(s) making the investment and/or receiving the advice. 
This document may contain general advice in relation to financial products. Generation Life is not authorised to provide personal advice and accordingly has not considered any individual person’s financial situation, needs or objectives. Generation Life is not responsible for any personal advice you provide, even if it is based on this document. 
It is important to note that some product features may not be fully explained, some words or phrases have a specific meaning and rules may apply to the availability of certain features and options. For these reasons, this SoA or RoA should be used in conjunction with the terms and conditions set out in the Generation Life Investment Bonds Product Disclosure Statement (PDS). 
Should you choose to use all or part of this template to fit with your SoA or RoA, this is at your discretion. The law applying to SOAs and RoAs is subject to amendment and reinterpretation at any time. This document is based on information from the PDS.
The document contains references to financial products issued by Generation Life in its capacity as a life insurance company under the Life Insurance Act 1995 and as the issuer of the interests in Generation Life Investment Bonds. This document does not constitute an offer of interests in the Investment Bonds. Such offers will only be made in a copy of the PDS and anyone wishing to acquire interests in the Investment Bonds will need to complete the application form accompanying the PDS.
Generation Life believes that any advice and information in this document is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be excluded). No responsibility for any errors or omissions or any negligence is accepted by Generation Life or any of its directors, employees, or agents.














	Contact us
	
	
	

	Phone 
Email
	1800 333 657
enquiry@genlife.com.au
	Postal Address 
	GPO Box 263 
Collins Street West 
Melbourne VIC 8007
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