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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 generated a distribution yield for 

February of 0.45% which equates to an annualised return of 6.07%. Note that distributions 

are now paid monthly. 

 

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  

 

The Credabl receivables we finance continued to perform exceptionally well in February with 

strong originations, no charge offs and 30 day arears at 0.14%.  

 

Interest rates and private credit  

 

Much of the narrative around fixed income in February has referred to the increase in long 

term interest rates experienced over the last 2 months and what this may portend.  

 

Key points from a JP Morgan commentary on US interest rates are interesting (click here for 

the full article):  

• US long-term interest rates have risen sharply in 2021 so far, with the yield on the 10-

year Treasury bond climbing from 0.93% on January 4th to 1.57% by 8 March.  

• This move is a logical reaction to better news on the pandemic, encouraging data on 

how the economy has weathered an early-winter surge in Covid cases, and the 

implementation of significant fiscal stimulus.  

• However, given this positive news flow, the bond market may have under-reacted so 

far, suggesting that investors need to be positioned for further increases in rates as 

economic springtime turns to summer. 

• A faster-than-expected retreat of the pandemic, combined with very strong fiscal 

stimulus, should mean stronger real growth, lower unemployment and higher inflation 

than the Fed projects. 

 

 

 

https://www.linkedin.com/pulse/interest-rates-early-spring-david-kelly/?trackingId=0DvjMwBSSOGq790zLVdZ%2Fw%3D%3D
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• While the Fed has made it clear that this would not trigger an increase in the federal 

funds rate, it would likely raise the chances of a tapering of government bond purchases 

early in 2022. This combined with a synchronous surge in global economic activity, 

should cause long-term interest rates to rise further. 

• Investors should recognize just how low long-term interest rates remain. In the 50 years 

before the Great Financial Crisis, the average real yield on a 10-year Treasury bond, 

using core CPI as a deflator, was 2.71% and it only turned negative 6% of the time. In 

February, JP Morgan estimate core CPI inflation could slip to 1.3% year-over-year, 

matching current 10-year Treasury yields. However, in the year ahead, core CPI 

inflation should be well above 2% putting some upward pressure on yields. More 

importantly, as the U.S. and global economy surge on the back of fiscal stimulus, real 

yields should turn positive again.  

• For investors, this underscores the difficulty in achieving a positive return on high-

quality fixed income and the need to find other sources of both income and return 

in the year ahead.     

 

Assuming that Australia will be affected by similar trends, what could this mean for 

Australian private credit investors? 

 

• Short term cash rates could go up quicker than expected. Our fund has floating rate 

assets so we are well positioned in this regard. 

• Asset prices could be tempered by higher interest rates which could also impact debt 

servicing ratios. In this regard, Credabl’s discerning loan selection and independent 

credit review process is an important mitigant.  

• Although commenting on equity markets is perilous indeed, there is a school of 

thought that higher inflation and interest rates will be equity market negative. If that 

turns out to be true, a diversified asset allocation including private credit will prove 

helpful for portfolio returns.  

 

Greensill unwind 

 

Greensill is a global and Australian lender operating via bank and non-bank platforms and 

providing significant volumes of supply chain finance. It was largely funded by credit 

investors at Credit Suisse and GAM. Its demise has been well documented in the financial 

press.  

 

While at this stage it is not possible to fully understand or explain what went wrong, it seems 

that the root cause of their difficulties was that an extremely (and excessively) high proportion 

of their loans was to one group of counterparties, the GFG Alliance group of Sanjeev Gupta.   
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In essence, this provides a practical illustration of the importance of a receivables portfolio 

being well diversified. This is something that is comprehensively managed in the Credabl 

receivables book, with various measures in place to limit maximum single counterparty 

exposure. At 28 February 2021, the largest exposure in the Credabl portfolio of $340m was 

$2.4m with an average exposure per counterparty of $205 000.  

 

We’ve posted a useful podcast by Glen Stewart, head of credit at Credabl, here on our website 

which gives a really good insight into the art and science of how Credabl approach their clients 

and their risk assessment. 

 

As mentioned previously, the opportunity universe available for the Fund to invest into 

remain attractive 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.  

 

 

 

 

 

Rob Hamer      James Williamson 

Portfolio Manager     Chief Investment Officer 

https://wentworthwilliamson.com.au/insights/the-art-and-science-of-lending-to-medical-professionals/

