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Barwon Global High Income Fund 
 

Quarterly Update June 2021  

 
The Barwon Global High Income Fund provides exposure to an actively managed portfolio of publicly 
traded private debt funds. The core investments are 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 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 

 
The two classes hold the same underlying assets with the difference being BGHIF II currency is 
hedged.  
 
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 as at 30 June 2021 
 

Net Return to 
Investors 

NAV 
Price*  

1  
Month 

3  
Months 

1  
Year 

3 Years 
p.a. 

5 Years 
p.a. 

ITD 
p.a. 1 

BGHIF - Unhedged 1,2 $0.9458 3.4% 8.7% 37.6% 6.4% 6.9% 7.1% 

BGHIF II - Hedged 1,3 $1.2060 0.9% 7.4% NA NA NA 24.9% 

1. A$ domiciled wholesale unit trust.  

2. Inception date is 28 February 2014. 

3. Inception date is 18 November 2020.  

* CUM Unit Price. Both classes have a 30bps buy/sell spread on entry/exit 

 

The largest stock contributors to performance for the June quarter were PennantPark Investment 
Corp (USD +20.2%), GCP Asset Backed Income Fund (GBP +13.7%), Hercules Capital Inc (USD 
+8.9%) and Sixth Street Specialty Lending (USD +7.7%). There was one negative contributor to 
performance over the quarter: Trinity Capital Inc (USD -1.0%). 

BGHIF’s (unhedged) net return for the month of June was +3.4% and +8.7% for the quarter. 
Performance was positively impacted by currency movements. The Fund has a 90% exposure to US 
Dollar denominated securities and the US Dollar appreciated 1.5% against the Australian Dollar in the 
quarter. 

On 18 November 2020 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 forward 
FX contracts. BGHIF II’s (hedged) net return for the month of June was +0.9% and +7.4% for the 
quarter. 
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Distribution Report 
BGHIF (unhedged) paid total distributions of 5.192 cents per unit for the first three quarters of FY21. 
BGHIF’s June quarter distribution will be released and paid to investors by 31 July 2021.  

BGHIF II (hedged) has paid two quarterly distributions totalling 3.810 cents per unit to 31 March 2021. 
BGHIF’s June quarter distribution will be released and paid to investors by 31 July 2021. 

 
Market Review 
Since the depths of the Covid-19 pandemic, listed private debt funds have recovered strongly.  In 
March 2020 the Business Development Companies (BDCs) traded down to a 60% discount to book 
value, a decline that hadn’t been suffered since March 2009 during the GFC when share prices 
reached a low of a 71% discount to book value.  

The scale of the COVID-19 driven sell-off both disappointed and surprised us, but the recovery hasn’t. 
The market has matured considerably since the GFC. BDC funds are now largely managed by high 
quality, established asset managers. Furthermore, they have achieved scaled credit platforms and 
loan books of significantly superior credit quality. 

A big part of the 1Q 2020 sell-off appeared to be liquidity driven. With the sudden shut down of the 
economy, corporations drew down on credit lines just as investors “dashed for cash”. The resulting 
BDC sector valuations implied credit losses that would far exceed the actual credit losses incurred 
during the GFC. This was a scenario we didn’t see playing out. And thus far, as we expected, BDCs 
loan portfolio performance has outperformed the GFC period and investors’ expectations. 

The BDC universe portfolio loss rate (unrealised and realised losses) of -1.2% since December 2019 
compares to a loss rate from the GFC of - 25.7%1. This loss rate is just a fraction of the loss rate 
experienced during the GFC. Given this data, it is not surprising that BDC book values have also 
performed much better. On average, BDCs have experienced a -5.5% decline in book value 
compared to a -28.1%1 decline in the GFC. 

BDC performance over the past 5 quarters: 

 

Since the large 1Q 2020 write down in loan values, the sector has reported four quarters of 
consecutive portfolio gains. However, manager selection has been very important. There is wide 
dispersion in the book value performance between top and bottom quartile managers. Our strategy to 

 
1 KBW BDC Primer July 2021 
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tilt the portfolio to managers with a strong track record, through-the-cycle experience, and appropriate 
financing structures has proven to be effective.  

Apart from one underperforming manager (FSK KKR Capital) and one manager (Golub Capital) that 
completed what turned out to be an unnecessary and unfortunately-timed dilutive equity raise, all of 
the Fund’s BDC holdings have outperformed the sector average. Similarly, the Fund’s stock selections 
in the commercial mortgage REITs and UK-listed closed end funds have performed well and offered 
good diversification to the portfolio.  

Today with the sector back trading close to book value we are focused on diversifying the underlying 
loan exposures in the portfolio. Most recently, we added a newly listed BDC, Trinity Capital Inc. Trinity 
is a venture debt lender that invests in companies backed by venture capital. Venture lending has 
grown well over the recent years driven by 1) strong growth in venture equity markets and 2) a greater 
acceptance of using debt as part of the capital structure. The terms on which the venture debt lenders 
invest money is also very attractive; they often receive equity or warrants in the company alongside 
the loan being provided, providing attractive book value upside for investors. 

Our outlook for the sector remains positive. The size of the direct lending market is expanding as it 
continues to take market share from more traditional sources. Companies are increasingly favouring 
the flexible capital solutions and long-term partnerships offered by private debt lenders. One example 
of this highlighted by Ares Capital Corp on its recent earnings call: “an area of focus for private equity 
sponsors is building value through buy and build strategies over longer time horizons. This offers 
growth in existing investments and puts a heavier reliance on incumbent debt providers.” 

 
Portfolio Summary 
The Funds were invested across the same portfolio of 18 listed private debt funds positions as at 30 
June, with a focus on maintaining a high look-through exposure to senior secured loans, diversified 
across industry and borrower. 
*BGHIF (unhedged) weights at 30 June 2021. BGHIF II (hedged) managed to same target weights 

 

Number of stocks 18 

Weighted average Price / Book multiple 1.02x 

Underlying Debt/ Equity Exposure 1.13x 

Number of underlying companies/ loans >2,000 

Underlying Portfolio Floating Rate Exposure 84% 

Underlying Senior Secured Debt Exposure 87% 
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Five Largest Holdings as at 30 June 2021 
 

Investment Sector 
Portfolio 

Weight* 

Price/Book 

Multiple 

Gross 

Dividend Yield 

Sixth Street Specialty Lending BDC 7.4% 1.35x 7.4% 

Ares Capital Corp. BDC 7.3% 1.12x 8.2% 

Hercules Capital Inc. BDC 7.3% 1.50x 8.7% 

SLR Investment Corp. BDC 7.2% 0.92x 8.8% 

Golub Capital BDC Inc. BDC 7.1% 1.04x 7.5% 
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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 

 
 
About Barwon Investment Partners  

Barwon Investment Partners is an Australian fund manager with a 15+ year track record of generating 
strong investment returns for institutional, wholesale and retail clients. 
  
Barwon is independently owned with an experienced team of 35+ investment professionals focused on 
healthcare property, property finance and global listed private equity. 
 
Other Information 

Barwon also manages the Barwon Global Listed Private Equity Fund, an Australian domiciled unit trust 
that invests in publicly-traded investment companies that invest in the equity and debt of private 
companies including buyouts, growth capital, and venture capital. 
 

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. 

Contact Us 
+61 2 9216 9600 

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

For More  
Information 

Sam Armstrong sam.armstrong@barwon.net.au  
Kate Hayward kate.hayward@barwon.net.au  
www.barwon.net.au  

https://barwon.net.au/global-investments/bglpef-wholesale-via-im/
mailto:sam.armstrong@barwon.net.au
mailto:kate.hayward@barwon.net.au
http://www.barwon.net.au/
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