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Name of Class Fixed Income Fund

Asset Class Short Term Fixed Income

Target Returns Targets a return for investors to receive 
a consistent distribution of income of 
5% p.a*

Investment Manager Fortlake Asset Management

Responsible Entity Gleneagle Asset Management Limited

Administrator Apex Fund Services Pty Ltd

Custodian J.P.Morgan & Gleneagle Securities 
(Aust) Pty Ltd

Withdrawals Monthly applications & withdrawal 
requests

Distributions Monthly

Reinvestment Monthly distribution can be reinvested

Unit Pricing Monthly

Minimum Investment $50,000 (no maximum)

Establishment Fee Nil

Contribution Fee Nil

Withdrawal Fee Nil

Termination Fee Nil

Management Fee and Costs 2.2%

Manager Performance Fee Nil

Buy / Sell Spread 0.00% / 0.15%

Investments Bank Deposits & Term Deposits
High-Grade & Investment-Grade Bonds
Asset Backed Securities

Risk Refer to PDS

Reporting Confirmation statement upon account 
opening, transaction statements, annual 
distribution, holding and tax statements, 
online account statements.

Market Exposure by Sector

Market Exposure by Country

A-

BBB+

BBB

BBB-

BB+

BB

Credit Rating

The Fixed Income fund’s point of difference is the variety of return sources it uses to deliver its investment objective. It seeks to protect 
investors against inflation risk by using specialised techniques, which enable the hedging of inflation. The fund also utilises the skill set of 
the manager, Fortlake Asset Management, to run overlay, arbitrage and offer short-term credit strategies.

BBB 
Average 

Credit Rating

224 - 298
Number of 
Exposures

0.41% 
Income Distribution Each 
Month Since Inception^

Diversified 
Portfolio of Investment 

Grade Bonds

100% 
Positive Months Since 

Fund Inception

Fund Overview

^Past performance is not indicative of future performance. *Targeted return provides an indication of what the fund aims to achieve. There is no guarantee this target return will be achieved.

5% p.a 
Targeted Distribution 

of Income to Investors*
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Charles Rosenberg, the well-known American medical historian, 
put it this way “Epidemics begin at a fixed point in time, follow a 
plot line of increasing tension, then culminate in an individual and

collective crisis before moving towards closure”. They end in a 
whimper not a bang, incident levels decline ever so gradually until 
we ultimately have unspectacular closure.

You see, the legacy of the pandemic will stay with us through 
accumulated debt and deficit for years to come. That’s an 
inconvenient truth few are confronting at this stage, thirty years 
of equivalent expenditure condensed into eighteen months leaves 
Australia with a substantial debt legacy which by the way has 
no cost in real-terms, yet. The tangible effect on society will be 
felt when real rates turn positive and impute a cost on society. 
Furthermore, the insurance value of maintaining conservative 
fiscal settings for a rainy day has well and truly come to pass. 
Our ability to respond to future crisis, undoubtedly impaired, won’t 
be with the fiscal buffers that now seem like an artefact from a 
different time. Setting aside alternative theories on fiscal policy 
and the significance of this situation1, one thing is certain, debt 
has arrived.

In these times monetary policy also needs to be as effective as it can 
be given the apparent risks that are building in the economy. The 
conventional approach, and customary path, is based on assumed 

knowledge and it manages policy for the ‘expected’ path. As central 
banker parlance goes – optimizing policy around a central path.

We put forward an alternative here, and that is to approach the 
policy path with the insight of imperfect knowledge, meaning 
the policymaker accepts the unknown and mitigates accordingly. 
We have very strong evidence that policies based on assumed 
knowledge if applied when knowledge is imperfect fall well short 
of delivering expected outcomes. In fact, they perform very poorly 
the more uncertain the environment. Their ability to stabilize the 
real side of the economy is far reduced. Whereas the potential 
benefits to society of an approach to monetary policy that 
mitigates the unknown are large, vis-à-vis the counterfactual.

The objective of policymakers is to attain price stability and 
attempt to minimize deviations of the unemployment rate from 
its natural rate. The inflation rate is in part determined by the 
unemployment gap - the deviation of the unemployment rate from 
the natural unemployment rate. This natural rate can otherwise be 
described as an optimal theoretical unemployment rate, in terms 
of its stabilising effect on inflation. In addition, the unemployment 
gap is influenced by the real interest rate gap – the difference 
between the real short term interest rate and the real short term 
natural interest rate – again, a theoretical construct of an optimal 
real interest rate. These natural rates are problematic benchmarks 
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for the policymaker, are theoretical and prone to fluctuating levels of uncertainty depending on risk in the economy. When we see volatility 
in data such as unemployment, GDP, CPI etc. we should add caution when relying on these natural rate benchmarks as reference points for 
optimal policy. Natural rate uncertainty poses a serious problem for the policymaker when they 

1. use an interest rate rule to attain price stability and, 

2. attempt to minimize deviations of the unemployment rate from its natural rate.

Optimal paths by definition accept risk in the estimation process as we can see in Graph 1. However the conventional approach to monetary 
policy optimises policy around a central path, i.e. it only

follows one path such as the central black line below, which in turn lessens its adaptive strength as a policy tool. We can see the errors 
around that central path as we look backward at the effectiveness of 2014-2018, a more benign period, and we are very much aware of 
what happened over the recent 2020-2021 period, the full range of uncertainty came to pass over that horizon and the learned experience 
was anything but central. Think of it this way, the course of conventional monetary policy requires a destination endpoint, so we tend to 
condense and simplify to a singular line. As they say monetary policy is a blunt tool.

Herein lies the issue when uncertainty is high - optimal paths ex-ante become sub-optimal ex-post, most of the time. Of course, we only 
ever realise this with the benefit of hindsight. Also, pathway overload creates confusion. The myriad of alternative options is often forgotten 
as we like to home in on one central path, we crave a binary world. Using simple arithmetic, the choice of 1 in 3 paths is far more palatable 
than a 1 in 100 alternative. The point here is the quantum of choice, and it should critically inform how treacherous the chosen path is. This 
is the current juncture.

This revised approach to monetary policy might be called an ‘Objective Based Intervention Framework for Monetary Policy’ or less formally 
a ‘Guard Rail’ approach. This involves a move to a market-based mechanism of determining the Overnight Cash Rate (OCR) combined with 
targeted interventions which are tied to objectives such as inflation. In many ways similar to the approach used by policymakers in currency 
markets albeit with different objectives. 

Graph 1 

Percentage increase in 
prices on a year earlier.

Source: 
Fortlake. RBA and BOE
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What we ultimately experience with natural rate uncertainty is more persistent inflation outcomes. Policy errors are cumulative, lagged and 
take time to unwind and stem from misspecifications around the optimal natural rate(s). Expectation formation is critical and continuously 
recalibrating sensitive and relevant data to shape the learned experience plays a very significant part in formulating these modelled 
expectations. A ‘least worst path or the path of least regrets’ is the more appropriate policy approach in times of heightened uncertainty. 
A dynamic reshaping of the monetary policy framework may in fact be the ‘best’ policy response. To be sure, the policymaker faces near 
certain errors along an optimised path at the best of times let alone beneath the fog of uncertainty.

I would like to thank Dr Peter Higgs, Dr Kylie-Anne Richards, Dr Lan Do and Dr Nalin Prasad for their valuable input into the above work.

The revised format here would [1] serve to reduce cumulative 
error and mitigate gap risk on a lagged policy response, cash 
rates need to be continuously reassessed in real time. This would 
supplant the system of monthly Monetary Policy Committee (MPC) 
meetings, +/-25bp intervals and so forth. So the essence of the 
proposed framework is to allow the market to make the necessary 
continuous reassessments by reverting to a market based OCR.

Currency markets have been working ‘at risk’ for decades and the 
overwhelming view is it enabled a more productive allocation of 
resources, reduced excess in the economy when required and 
has been far more responsive and dynamic in its response to 
incoming data, enabling contemporaneous risk mitigation. As with 
currencies, financial intermediaries can smooth policy through a 
variety of hedging tools, so the end user need not be affected by 
such a drastic reshaping of the framework.

When [2] using a ‘guard rail’ approach, policymakers will use 
monetary policy to intervene in the market on the rare occasions 
of heightened uncertainty and material deviation from these 
objectives.

Monetary policy activity such as quantitative easing naturally fits 
with this approach. The focus of policymakers would be on a “path 
of least regret” achieved through targeted intervention in times of 
heightened uncertainty and risks to the inflation objective.

A risk based monetary policy framework would be a superior 
approach particularly when risks in the economy are high and 
knowledge is imperfect. This can be demonstrated using a 
robust model of the economy that captures uncertainty and 
imperfect knowledge. It is a perpetual learning framework and 
where it differs from the customary tools behind monetary policy 
today is the allowance for deviations in expectations formation 
when compared to the more standardised rational expectations 
benchmarks, which are constant. A novel approach is used to 
define risk which captures inflation inertia in the policy response. 
We must also define policymaker error – which mainly considers 
natural rate misspecification and the error of policy set against an 
incorrect optimal path.

Results and conclusions point to a more dynamic requirement for 
monetary policy, particularly in times of elevated uncertainty.

The revised framework for monetary policy that we put forward 
here may seem drastic, but risk is dynamic, and it calls for a 
reshaping of the operating model, particularly when risk is high. 
The opening of the economy could happen very quickly and could 
shut very quickly, the conventional monetary policy framework is 
shown to be less effective in such periods.
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The information in this document is for general information purposes only and does not purport to contain all matters relevant to any particular or financial instrument. It 
is not intended to be a recommendation, offer or invitation to purchase, sell or otherwise deal in securities or other investments. Before making any decision in respect 
to a financial product, you should read the relevant Product Disclosure Statement available from gleneagle.com.au and seek independent and specific advice from an 
appropriately qualified professional. Gleneagle Securities shall not be liable for any errors, omissions, defects or misrepresentations in the information or for any loss or 
damage (whether direct or indirect) suffered by persons who use or rely on the information contained here.
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