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BARWON GLOBAL  
HIGH INCOME  
FUNDS 
 

The Barwon Global High Income Funds provide exposure to an actively managed portfolio of 

publicly traded private debt funds. The strategy is accessible in two unit classes: 

• Barwon Global High Income Fund (BGHIF) – unhedged unit class 

• Barwon Global High Income Fund II (BGHIF II) – AUD hedged unit class 

collectively Funds (Funds). 

The Funds invest in the same underlying assets. The only difference is that for BGHIF II currency 

risk is hedged. 

The Funds core investments are publicly traded private debt funds that make senior secured, hold-

to-maturity loans to middle-market businesses and loans backed by stable commercial and 

transitional properties.  

The Funds aim to generate a high level of current income (7-9% p.a.) with the potential for long-

term capital appreciation (1-2% p.a.) over the market cycle. BGHIF II’s distribution yield may be 

impacted by gains and losses on FX hedging contracts in any given period.  

Performance Report at 31 December 2020 

 BGHIF Net Returns (AUD - unhedged) 

at 31 December 2020 

1  

Month 

3  

Months 

1  

Year 

3 Years 

p.a. 

5 

Years 

p.a. 

ITD 

p.a.² 

       

Barwon Global High Income Fund¹ -2.1% 11.0% -19.1% 1.7% 2.6% 4.3% 

1. A$ domiciled wholesale unit trust.  

2. Inception date is 28 February 2014. 

 

BGHIF II Net Returns (AUD - hedged) 

at 31 December 2020 

1  

Month 

3  

Months 

1  

Year 

3 Years 

p.a. 

5 

Years 

p.a. 

ITD 

p.a.⁴ 

       

Barwon Global High Income Fund II³ 1.8% NA NA NA NA 4.3% 

3. A$ domiciled wholesale unit trust.  

4. Inception date is 18 November 2020. 

 

 

The largest stock contributors to performance for the December quarter were PennantPark 

Investment Corp (USD +48.5%), Hercules Capital Inc (USD +28.3%), Ares Capital Corp (USD 

+24.0%) and Sixth Street Specialty Lending (USD +23.6%). There were no negative contributors to 

performance over the quarter. The two stocks with the lowest contribution were the Fund’s UK-listed 

holdings: Starwood European Real Estate Finance (GBP +7.6%) and GCP Asset Backed Income 

Fund (GBP +7.4%). 

 

Managed by Barwon Investment 
Partners, an investment 
management company 
specialising in private equity 
and real estate. 
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BGHIF’s (unhedged) net return for the month of December was -2.1% and +11.0% for the quarter. 

Despite strong performance in the Fund’s underlying holdings, adverse currency movements 

diminished the Fund’s return. The Fund has a 90% exposure to US Dollar denominated securities 

and the US Dollar depreciated 4.6% against the Australian Dollar in December and 7.1% over the 

quarter. 

On 18 November we launched a hedged unit class – BGHIF II. BGHIF II is invested in the same 

portfolio of underlying securities as BGHIF, but BGHIF II hedges the currency exposure using one 

month forward FX contracts. BGHIF II’s (hedged) net return for the month of December was +1.8% 

and is +4.3% since inception in November. 

Distribution Report 

BGHIF (unhedged) paid a distribution of 1.5144 cents per unit for the December 2020 quarter which 

equates to a trailing 12 month income return of 8.0%, measured as a percentage of the trailing 12 

month average unit price.  

BGHIF II (hedged) paid its first distribution of 1.5538 cents per unit at 31 December 2020. 

Distributions will be paid to investors by 31 January 2021. 

 

Market Review 

For reasons that still seem irrational to us, at the beginning of the pandemic, listed private debt funds 

were sold off harder than any other sector.  But as we anticipated they would, valuations are steadily 

recovering. The sector is trading at 0.89x price to book value compared to 0.39x price to book value 

at the depth of the market drawdown in March 2020. 

During the quarter we saw strong rebounds in some of the deeply discounted private debt funds (for 

example PennantPark Investment Corp +48.5%) and strong outperformance in some of the better 

quality listed private debt funds (for example Sixth Street Specialty Lending +23.6%). BGHIF’s one 

year return of -19.1% doesn’t fully reflect this recovery due to the strengthening AUD which has 

detracted approximately 8.5% over 12 months. 

Despite the sector’s strong performance in the quarter, listed private debt funds continue to trade at 

an average 11% discount to Net Asset Value (NAV), having traded close to NAV pre-pandemic. 

Instances of credit default and loss having been remarkably low; however, valuations of private debt 

portfolios have been slower to recover unrealised losses incurred in the March quarter with 

September 2020 NAVs on average 7.5% below December 2019 levels. Now that the vaccines are 

being rolled out and notwithstanding the second and third wave of COVID-19 infections sweeping 

Europe and the US, we believe the re-rating in listed private debt funds will continue, and eventual 

cumulative losses over the next two years will remain well below levels implied by current market 

prices. Our expectation for December 2020 quarterly reporting is for NAVs to increase a couple of 

percent in line with the increases in June and September quarters. 

Amid the COVID-19 pandemic, private debt experienced a slowdown in funds raised compared to 

2019. Conversely, the opportunity set for private debt lenders expanded during 2020, and the credit 

outperformance of private debt supported the defensiveness of the asset class and will underpin 

good results going forward.   

In 2020 we saw an acceleration of the shake-up in traditional lending models, in particular across 

continental Europe which has always been far behind the US in the adoption of private debt. Banks 

proved to be much less flexible and slower with capital through this liquidity crisis than non-bank 

lenders. Further, the hurdle for new issuers to access liquid credit markets was higher in 2020 

pushing deals straight to the direct lending market. Anecdotally, one of our US-listed private debt 

managers commented that in the second quarter two private equity deals which would have 

historically been financed in the broadly syndicated loan market, where pricing was the only 

consideration, preferred private debt for new deals. Private equity sponsors were increasingly willing 

to pay a yield premium for better terms including; flexible capital, avoiding pricing flex and achieving 

certainty of close. 

One product US middle market (companies with EBITDA of $10 - $100 million) lenders have been 

offering borrowers since the early-2000’s is unitranche loans, with private debt lenders Golub Capital 
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and Ares Management being early providers of this flexible capital solution. A unitranche loan 

combines the senior and subordinated debt into one debt instrument for which borrowers pay a 

premium. Today 30-40% of financing in the middle market is unitranche. Very recently unitranche 

loans are being used for larger sized buyouts. In 2019 there were 23 buyouts over US$500 million 

that were financed using unitranche loans. More recently, Golub Capital led two US$2 billion 

unitranche loans to MRI Software and Risk Strategies. Unitranche loans are increasingly popular 

with private equity sponsors due to a few key clear advantages: 1) certainty of execution; 2) 

confidentiality (companies do not have to disclose their accounts in a wide process); 3) scalability 

and; 4) flexibility. The emergence of unitranche lending into larger buyouts will be another key 

growth driver for the direct lending market. 

We continue to believe the listed private debt funds remain a compelling investment opportunity, 

offering a 9.8% average dividend yield with strong re-rating potential. Moreover, the strong 

underlying loan performance, the flexibility of capital and the low interest rate environment will 

continue to drive investor demand for the asset class. 

 

 

Portfolio Summary 

The Funds were invested across the same portfolio of 17 listed private debt funds positions as at 

31 December, with a focus on maintaining a high look-through exposure to senior secured loans, 

diversified across industry and borrower. 

Number of stocks 17 

Weighted average Price / Book multiple 0.94x 

Underlying Debt/ Equity Exposure 1.10x 

Number of underlying companies/ loans >2,000 

Underlying Portfolio Floating Rate Exposure 87% 

Underlying Senior Secured Debt Exposure 87% 
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Listed Private Debt Fund Exposure 

 

Look Through Loan Exposures of the Fund  

  

Look Through Industry Exposures of the Fund 

 

 

Five Largest Holdings at 31 December 2020 

Investment Sector 
Portfolio 

Weight1 

Price/     

Book 

Multiple 

Gross 

Dividend 

Yield 

 Hercules Capital Inc.  BDC 8.1% 1.41x 8.9% 

 Sixth Street Specialty Lending  BDC 7.7% 1.23x 9.8% 

 Ares Capital Corp.  BDC 7.5% 1.03x 9.5% 

 Golub Capital BDC Inc.  BDC 7.3% 0.99x 8.2% 

 Solar Capital Ltd  BDC 7.2% 0.87x 9.4% 

 
1 BGHIF (unhedged) weights at 31 December 2020. BGHIF II (hedged) managed to same target weights  
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DISCLAIMER While every care has been taken in the preparation of this document, Barwon Investment Partners Pty Limited 
ABN 19 116 012 009 AFSL 298445 makes no representation as to the accuracy or completeness of any statement in it, 
including without limitation, any forecasts. Past performance is not a reliable indicator of future performance. This document 
has been prepared for the purpose of providing general information, without taking account of any particular investor’s 
objectives, financial situation or needs. An investor should, before making any investment decisions, consider the 
appropriateness of the information in this document, and seek professional advice, having regard to the investor’s objectives, 
financial situation and needs. This document is solely for the use of the party to whom it is provided. 
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For More  

Information 

Sam Armstrong (sam.armstrong@barwon.net.au);   
Kate Hayward (kate.hayward@barwon.net.au); or 
James Brown (james.brown@barwon.net.au)  
 

Contact Us 

P +61 2 9216 9600 

Barwon Investment Partners 
Level 10, 17 Castlereagh Street 
Sydney NSW 2000 Australia 

Key Information 

Summary Investing in a concentrated portfolio of listed private loan funds 

Objective 
To generate a high level of current income and the potential for long-term 

capital appreciation 

Universe 

Listed funds making directly originated, hold to maturity loans 

US Business Development Companies, Commercial Mortgage REITs, Credit-

based Closed-end Funds 

Strategy 
High conviction, bottom-up stock selection 

Long-only, unleveraged, benchmark unaware 

Inception Date 
BGHIF: 28 February 2014 

BGHIF II: 18 November 2020 

Structure Open-ended Australian domiciled unit trusts 

Currency 
BGHIF: unhedged 

BGHIF II: AUD currency hedged 

Distribution Frequency Quarterly 

 

Unit Prices 

BGHIF (unhedged)  

CUM Unit Price as at 31 December 2020 

 NAV Price         $0.7994 

Entry Price         $0.8018 

Exit Price         $0.7970 

 

BGHIF II (hedged) 

CUM Unit Price as at 31 December 2020 

NAV Price         $1.0434 

Entry Price         $1.0465 

Exit Price         $1.0403 
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