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The Wentworth Williamson Stable Income Fund is focused on capital preservation and 

generating consistent stable income to our investors relative to the RBA cash rate.  

 

1. Performance (Net of Fees)  

 

We are pleased to report that the Stable Income Fund continues to comfortably exceed its 

target return of the RBA cash rate + 3.5% with a distribution yield for November of 0.48% 

which equates to an annualised return of 5.91%.  

 

The consistent cash yield of the Fund relative to the RBA cash rate demonstrates the ability for 

the Fund to provide, on a risk adjusted basis, the income yield solution with strong capital 

protection that investors are increasingly requiring due to the current very low interest rate 

environment and low dividend yields on listed equities. 

 

2. Market and Portfolio Update  

 

Investors have been cheered in November by good news in Australia, particularly on the 

Covid vaccine front.  The RBA now expects that GDP will grow by around 5 per cent next year 

and 4 per cent over 2022, which is reflective of the V-shaped Covid recovery scenario. The ASX 

celebrated all of this by having its best November ever. However, although the challenges may 

not be front of mind now, they do lie in wait for resolution at some point – the RBA expects 

unemployment to remain high (and to still be at 6% by the end of 2022) and inflation to remain 

subdued at 1% in 2021 and 1.5% in 2022. The RBA do not plan to increase the cash rate above 

0.1% until actual inflation is sustainably within the 2 to 3 per cent target range which given 

their view on unemployment, they do not foresee occurring for the next 3 years.  

 

A further cautionary note on the debt implications of the Covid recovery measures was 

recently sounded with S&P’s credit rating downgrades of NSW and Victoria to AA+ and AA 

respectively from their previous AAA ratings. The recent first issue by the Australian 

government of a bill at a negative yield (-0.01% to 26 March 2021) is another interesting first 

of the post Covid economy. 

 

What does all of this mean for private credit investors?  

 

In the case of our Fund, where the core asset is the funding we provide to Credabl – a medical 

professional financing business – the robust GDP growth expected for the next 2 years is 

highly credit supportive for the underlying receivables.  
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Our credit thesis that medical professionals are a quality obligor group was endorsed during 

the Covid lockdowns of 2020 – to date the portfolio has not experienced any write offs. With 

GDP growth expected, the portfolio should continue to perform well even as future 

uncertainties evolve as they undoubtedly will.  

 

The government support mechanisms for the non-bank lending sector, in particular the SME 

guarantee scheme which Credabl is a beneficiary of, are also highly credit positive.   

 

Expectations that cash rates, and hence deposit rates, will remain negligible for up to 3 years 

makes the stable income yield of close to 6% that we are achieving particularly useful for 

investors requiring a regular quarterly cash distribution.  

 

As for the opportunity universe available for the Fund to invest into, the expected GDP 

growth should lead to increased borrowing needs while low base rates accommodate debt 

serviceability, and as such, we anticipate conducting further due diligence and potential 

investments into new opportunities, as well as continuing to add to our Credabl exposure.  
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