
Fund Objective: The Artesian Green & Sustainable Bond Fund (Fund) will invest in a diversified portfolio of liquid, predominately 
investment grade fixed and floating rate green, sustainable and social corporate bonds. The Fund aims to provide returns above 
the Bloomberg AusBond Composite 0-5 Yr Index throughout all interest rate cycles. Note the target return is not a forecast. It is 
merely an indication of what the Fund aims to achieve over the medium term on the assumption that credit markets remain 
relatively stable throughout the investment timeframe. The Fund may not be successful in meeting the target return. Returns are 
not guaranteed.

Blink and you’ll miss it! On August 5th, the volatility index (VIX) shot up to 65, its highest level since the COVID-19 induced volatility 
of 2020. However, it was short lived and the VIX index retreated all the way back down to 22, which was lower than where it was 
at the beginning of the month before all the excitement began.  The catalyst of the move was softening economic data in the 
US, combined with an interest rate rise in Japan. The Governor of the Bank of Japan’s (Kazuo Ueda) hawkish rhetoric, led to a 

significant unwind in the Japanese Yen carry trade. Japanese Bank’s (Mizuho, Nomura & MUFG) equity prices sold off ~30% and 
there was a fear of contagion risk within global financial markets. The beneficiary of these market moves were bonds, yields fell 
and bonds rallied as the flight to quality intensified. AUD credit spreads were mixed, financials were slightly wider and non-
financials were slightly tighter. The fluctuations in spreads were more technical than anything, as elevated levels of primary 
market activity put pressure on spreads in some sectors.

The Fund underperformed its benchmark in August, due to the modest underweight interest rate duration positioning.  Whilst 
credit spreads were mixed, the Fund’s overweight credit duration was a positive contribution to this month’s returns. The Fund’s 
running yield of 4.56% versus the benchmark’s 3.99%, was another positive contribution relative to benchmark. 

Outperformance in August came from the Fund’s positions in the Industrial Bank of Korea (Green), Mercury (Green), QIC Town 
Centre Fund (Green), Mirvac Group Finance (Green) and New South Wales Treasury Corporation (Sustainable). 
Underperformance came from the Fund’s positions in Contact Energy (Green), Housing Australia (Social), La Trobe University 
(Green), ESTA Utilities Finance (Green) and the Australian Postal Corporation (Sustainable).
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M O N T H L Y  U P D A T E

A S  A T  3 1 S T  A U G  2 0 2 4

F U N D  P E R F O R M A N C E

1 month 3 months 6 months 1 year 2 year 3 year
Since 

Inception 
(p.a.)

GROSS FUND RETURN 0.77% 2.66% 3.46% 6.45% 5.47% 2.12% 2.50%

NET FUND RETURN 0.73% 2.53% 3.20% 5.92% 4.95% 1.61% 1.98%

BLOOMBERG AUSBOND COMPOSITE  
 0-5 YR Index

0.80% 2.30% 2.62% 4.92% 3.75% 0.70% 0.68%

ACTIVE RETURN  
 (net Fund return - benchmark)

-0.07% 0.23% 0.58% 1.00% 1.20% 0.91% 1.30%

Past performance should not be taken as an indicator of future performance. Net of fees performance is based on end of month redemption prices 
after the deduction of fees and expenses and the reinvestment of all distributions. Gross performance is the net return with fees and expenses added 
back.
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Credit indices spiked higher earlier in the month due to 
the pick-up in volatility and uncertainty. Most investment 

grade (IG) indices widened ~10bps. However, just like the 
VIX, by month end IG credit indices retraced their move 
from the wides and finished with spreads tighter MoM. 
Corporate bond spreads continue to be range bound. 
For example, in August CBA issued a 5yr senior bond at 
BBSW +87bps, which is the 5th major bank deal in 2024 
which has been issued in the 80bps to 90bps range. Tier 2 
subordinated spreads struggled, as new deals from 
Macquarie Bank, BNP and Lloyds were bought to market 
with their credit spreads tight to where we saw fair value 
in our pricing models. They subsequently traded wider in 
the secondary market and it will take time for market 
makers to clear their inventory before we see any 
appreciation in price. 

A S  A T  3 1 S T  A U G U S T  2 0 2 4 P R I C E
C H G  
O N  

M T H

I T R A X X  A U S T R A L I A  5 Y R 0.61% -0.04%

I T R A X X  E U R O P E  5 Y R 0.53% -0.02%

I T R A X X  E U R O P E  X O V E R  5 Y R 2.88% -0.06%

C D X  U S  I G  5 Y R 0.49% -0.03%

C D X  U S  H Y  5 Y R 3.22% -0.09%

A S  A T  3 1 S T  A U G U S T  2 0 2 4 F U N D
B E N C H -

M A R K

I N T E R E S T  R A T E  D U R A T I O N 2.30 2.39

C R E D I T  D U R A T I O N 2.90 2.39

Y I E L D  T O  M A T U R I T Y 4.60% 3.99%

Y I E L D  T O  W O R S T 4.56% 3.99%

B L O O M B E R G  C O M P O S I T E    

 R A T I N G  (weighted average)
A AA+

Government bond yields continued their rally in August and 
interest rate markets now look fully priced. For example, in the 
next 12 months markets have priced in these cuts to cash 
rates; US -1.98%, Canada -1.51%, Eurozone -1.46%, New 
Zealand -1.85% and Australia -0.84%. So, it is difficult to get 
excited about interest rate duration with so many cuts priced 
into developed markets. As we have seen over the last 2 to 3 
years as interest rates have risen around the globe, it is never 
in a straight line and being patient has proved to be the best 
strategy. As interest rate markets continue to ease from 
restrictive policy settings, we believe the same prudent 
strategy will reward patient investors. The Fund’s credit 
duration marginally lengthened MoM, due to the selling 
down of some 1yr corporate bond positions, whose proceeds 
were used to deploy into new 5yr to 7yr deals at attractive 
spreads. *Using the Morningstar methodology for Average Credit Quality
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Mirvac Group is an integrated and 
diversified Australian listed property group 
with a market capitalisation of A$7.87b that 
focuses on 3 segments: Investment (65% of 
FY24 EBIT), Development (32% of FY24 EBIT) 
and Funds (3% of FY24 EBIT). 

This was Mirvac’s first public markets green 
bond transaction and we were pleased to 
see they chose to issue in their domestic 
AUD market.

Mirvac Group will provide an annual update  
and seek post-issuance assurance within 12 
months from the issue date to ensure that 
the green bond issued remains in 
compliance with their Sustainable Finance 
Framework.

I S S U E R Bond Type Issue Date Issue Size $M
Fixed/

Floating
Maturity

M I R V A C  G R O U P  F I N A N C E Green 22-Aug-24 400 Fixed 18-Mar-31

Issuer

Currency AUD

Sector Educational Services

SDG 
Alignment

Eligible 
Projects

Eligible green projects must contribute to 
environmental objectives such as; 

• Green buildings
• Renewable energy 
• Energy efficiency
• Clean transportation
• Pollution prevention and control
• Sustainable water and waste management
• Climate change adaptation

New issue volumes in August are usually elevated, as the corporate earnings season comes to an end and corporates issue off 
the back of their recent results. This year was no different and we witnessed 4 new labelled bonds issued for a total volume of 
AUD 4.15b.  It was great to see corporate labelled bonds issued by NBN and Mirvac in August, the Mirvac deal is highlighted 
below. 
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Partnerships For The Goals
The Sustainable Development Goals 
are the blueprint to achieve a better 
and more sustainable future for all. 
They address the global challenges 
we face, including poverty, inequality, 
climate change, environmental 
degradation, peace and justice. 
When mapping the SDG’s per bond 
held in the Fund, we take a 
conservative approach. If one bond 
targets more than one SDG, then the 
allocation is split evenly between the 
SDGs and then portfolio weighted. 
Unsurprisingly, the Fund is most aligned 
with Clean Energy, Climate Action 
and Sustainable Cities, making up 54% 
of the Fund’s targeted SDGs. The Fund 
currently supports 17 of the 17 SDGs.

Fund 

August’s estimated carbon abatement 1,324 tCO2e*

Since inception estimated carbon abatement1 46,747 tCO2e*

% of Fund used in this estimation 31%

One of the primary goals for the Fund is to 
report regularly on the impact that the 
bonds we have invested in are having on 
the environment. As issuers report their use 
of proceeds achievements, we update our 
records and this should also lead to a 
continual increase in the 31% of the Fund 
used to calculate the carbon abatement.

Equivalent to

21,914 cars** 
off the road for 
a year, since 

fund inception

The heatmap above shows which countries the Fund is allocating capital to, to improve the global green economy. The 
Relative Emission Factor Scale shows how dirty the energy grid of each country is. It is a normalised scale of the baseline 
emission factor for electricity generation across 43 major countries - how much gCO2e/kWh is emitted. In essence, the 
more green capital investors can channel to higher pollutive countries, the higher the impact per dollar.

Source: Artesian, EIB; Relative Emission Factor is measured across 43 countries/regions; Oct 2022
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18% 

Fund bond issuers 
supporting PCAF.

GREEN &  SUSTAINABLE  BOND FUND

149,464

Trips made on clean & 
sustainable 

transportation.

102,168,165

Litres of water saved.

10,259

Square metres of 
green energy efficient 

buildings financed.

91

People provided with 
access to water & 

sanitation.

2,024

People provided with 
access to education.

177 

Jobs created or 
preserved.

5 

Affordable housing 
dwellings financed.

100% 

Female representation 
on board of Fund 

holdings.

The figures above are not actuals they are estimates using pro rata calculations taken from issuers use of proceeds reports, done on a best-efforts basis.

I M P A C T  S I N C E  I N C E P T I O N

41% 

Fund bond issuers 
supporting TCFD.

85% 

More than one female 
on board of Fund 

holdings.

C O N T A C T S :
Matthew Clunies-Ross 0400 508 680  matthew@artesianinvest.com
David Gallagher  0412 972 070  david@artesianinvest.com 
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*We take a conservative approach to estimating the carbon abatement of our portfolio holdings. If we own a bond that has not 
yet produced a use of proceeds report or something similar, we don’t report any carbon abatement whatsoever. For those issuers 
who have produced a use of proceeds report, we pro rata the Fund’s allocation of the reported carbon abatement. We use the 
previously reported 12-month carbon abatement figures to project the following 12 months and update those as soon as a new 
report from the issuer is produced.  

**As per the ABS’s latest Survey of Motor Vehicle Use (link as of 20 Mar’19), Passenger Vehicles in Australia on average travelled 
12,600km a year in 2018. As per NTC’s latest emission intensity paper (link; as of Jun’20). Passenger Vehicles in Australia on average 

had an emission intensity of 169g/km in 2019 (or 169.8g/km in 2018). As a result, we defined the carbon footprint of an average 
passenger vehicle in Australia as 2.14t CO2e per year being [(169g/km x 12,600km) / 1,000,000].

The impact metrics published in this document reflects the proprietary methodology developed by Artesian for the collection, 
evaluation, calculation and harmonization of thematic ESG indicators that are aligned with United Nations Sustainable 
Development Goals. Actual data and estimated data are both analysed based on companies’ disclosures including but not 
limited to “Use of Proceeds”, “Impact Report” and “Second-party Verification”, as well as engagement with the companies 
themselves. 

N O T E S

D I S C L A I M E R

Equity Trustees Limited (Equity Trustees) ABN 46 004 031 298 AFSL 240975, is the responsible entity for the Artesian Green & Sustainable Bond 
Fund (Fund). Equity Trustees is a subsidiary of EQT Holdings Limited ABN 22 607 797 615, a publicly listed company on the Australian Securities 
Exchange (ASX: EQT). This publication has been prepared by Artesian Corporate Bond Pty Ltd ACN 618 342 895 (Artesian), the investment 
manager for the Fund and an authorised representative of Artesian Venture Partners Pty Ltd ABN 58 112 089 488 AFSL 284492 (Artesian VP), 
to provide you with general information only. In preparing this publication, we did not take into account the investment objectives, financial 
situation or particular needs of any particular person. It is not intended to take the place of professional advice and you should not take 
action on specific issues in reliance on this information. Neither Artesian, Artesian VP, Equity Trustees nor any of their related parties, their 
employees or directors, provide any warranty of accuracy or reliability in relation to such information or accept any liability to any person 
who relies on it. Past performance should not be taken as an indicator of future performance. The Fund Target Market Determination is 
available by visiting www.eqt.com.au/insto.  A Target Market Determination is a document which 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 investment manager may need to review the Target Market Determination for this 
financial product. You should obtain a copy of the Product Disclosure Statement before making a decision about whether to invest in this 
product. Copies of the product disclosure statement can be obtained by visiting www.eqt.com.au/insto or request a copy by emailing 
Artesian at greenbondoperations@artesianinvest.com, visiting www.artesianinvest.com or calling +61 3 9028 7392.

mailto:matthew@artesianinvest.com
mailto:david@artesianinvest.com
https://www.abs.gov.au/statistics/industry/tourism-and-transport/survey-motor-vehicle-use-australia/12-months-ended-30-june-2018
https://www.ntc.gov.au/sites/default/files/assets/files/Carbon-dioxide-emissions-intensity-for-new-Australian-light-vehicles-2019.pdf
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