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Bonds on issue in Australia
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Source: BlackRock Bloomberg Aus Bond indices. Data as of 30th April 2026

The Australian Fixed Income market has grown….
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Global 10-year government bond yields
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Source: BlackRock, LSEG Datastream, chart by BlackRock Investment Institute as of 21 May 2026. Note: Chart shows yield for benchmark 10-year government bonds within selected countries. Bars show current yield, dots show an average of the last 5-years. Current yield value is shown next to the country name. Past 
performance is not a guarantee of future results. 

… and outright government bond yields are relatively high
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Yields over time across asset classes
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Source: BlackRock, Bloomberg, 30 April 2026. Equity: S&P ASX 200 Index – Dividend Yield. Credit: Bloomberg AusBond Credit Index – Yield to Maturity. Cash: Bloomberg AusBond Bank Bill Index – Yield to Maturity. 
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Australian credit is currently priced at a higher yield than equities
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Higher starting yields compared to 5 years ago – income is a key 
component of total returns

Income continues to be a dominant driver in total returns

Source: BlackRock, Bloomberg as of 30 April 2026, compared to data as of 31 December 2025.All indices are from the Bloomberg AusBond family. Index performance returns does not reflect any management fees, transaction costs or expenses.  Past performance is not a reliable indicator of current or future results   
Indexes are unmanaged therefore direct investment is  not possible.

Fixed Income now has higher starting yields today across 
sectors
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Credit spreads have held in well notwithstanding recent global events

6FOR WHOLESALE CLIENTS ONLY - NOT FOR DISTRIBUTION TO RETAIL CLIENTS

Source: BlackRock, Bloomberg, 30 April 2026. Bloomberg AusBond Credit Index

What about credit?
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Source: BlackRock, ASIC, 2025 

Investors should look beyond AT1s

Source: APRA, December 2024

AT1 instruments will remain until 2032

12-2024

03-2032

01-2027

APRA confirmed it will phase out the use of Additional Tier 
1 capital instruments.

All existing AT1 hybrids will qualify as Tier 2 from a capital 
perspective, banks must begin replacing AT1 issuance 
(with no new issuance allowed

Complete phase-out of bank AT1 hybrids: all 
outstanding instruments must reach their first call date 
by then, with no call extensions allowed, and be fully 
replaced by a mix of Tier 2 and Common Equity Tier 1 
capital

Investment 
risk/return

Priority on 
insolvency

Low

High

High

Low

Capital Structure

Common Equity Tier 1 Capital 
(Ordinary shares)

Additional Tier 1 Capital
(“Hybrids”)

Tier 2 Capital (Subordinated 
debt)

Unsecured debts

Deposits

Secured debts

Senior debt

Hybrids

Hybrids in the Australian market offer yield – but Bank AT1 to be phased 
out 
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AUD-denominated Tier 2 vs Credit: long term differential ~ 
70bps

A$ IG Corporate Hybrid Spreads – Equal Weighted Basket

Hybrid spreads and Subordinated Debt (Tier 2) yields

FOR WHOLESALE CLIENTS ONLY - NOT FOR DISTRIBUTION TO RETAIL CLIENTS

Source: Commonwealth Bank of Australia, Bloomberg, BVAL and Tradeweb as of 30 March 2026. Not: includes investment grade rated hybrids across all 
tenors except Verizon (i.e. excludes Lendlease & Pac Nat). 
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Has the correlation between bonds and equities broken down? Don’t forget 
fixed income has many sub sectors 
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Annual total return by sector, ranked
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Why is active management relevant now?

Sources: BlackRock, Bloomberg as of 31 December 2025. All indices from the Bloomberg AusBond family. Index performance returns does not reflect any management fees, transaction costs or expenses.  Past performance is not a reliable indicator of current or future results   Indexes are unmanaged therefore direct 
investment is  not possible. Annual Return Dispersion refers to the highest category annual return minus the lowest category annual return.
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Diversification within Australian Fixed Income sectors
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Source: BlackRock, Correlation data using monthly returns from 30 June 2020 to 31 March 2026. Treasuries, Semis, Supras, Credit, Credit FRN: Bloomberg AusBond 0+yr Indices. Tier 2:  iBoxx AUD Investment Grade Subordinated Debt Mid Price Index. Preferred Shares: Solactive Australian Banking Preferred Shares Index. 
Hybrid: Solactive Australian Hybrid Securities Index. RMBS: ICE AAA Australian RMBS Index. 

Correlation Treasuries Semis Supras Credit Tier 2 Preferred 
Shares Hybrid Credit FRN RMBS

Treasuries 1.00

Semis 0.98 1.00

Supras 0.96 0.97 1.00

Credit 0.94 0.95 0.98 1.00

Tier 2 0.20 0.22 0.25 0.31 1.00

Preferred 
Shares -0.01 0.04 0.05 0.07 0.16 1.00

Hybrid -0.02 0.04 0.05 0.08 0.15 0.99 1.00

Credit FRN 0.29 0.31 0.41 0.47 0.50 0.21 0.23 1.00

RMBS 0.17 0.19 0.28 0.34 0.60 0.13 0.15 0.81 1.00
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What about Securitised assets? 
Securitised assets may provide opportunities for income generation beyond traditional fixed income sectors

Gain Market AccessExpand Your Guidelines

Diversification Benefits

Focus on Carry

Potential Income Generation Expertise & Experience

• By investing across capital structures, 
securitized assets aim to provide income 
generation opportunities at a range of 
risk/reward levels for fixed income and 
multi-asset portfolios.

• Most securitized assets are issued as 
floating-rate securities, meaning lower 
interest-rate sensitivity compared to 
other fixed income sectors.

• Low performance correlations are 
especially helpful when investors face 
rising interest rates. 

• Securitised assets are harder to source. 
• Investors may consider a manager with 

dedicated resources and long-standing 
relationships with the dealers, issuers, and 
sponsors.

• Aim to provide steady portfolio income 
across a variety of interest rate 
environments

• Seek low performance correlations to 
other FI sectors and may serve as a 
diversifier in a FI or multi-asset portfolio

• BlackRock’s securitised assets platform 
offers access to insights and idiosyncratic 
deals which help navigate fixed income 
markets amid changing conditions.

Sources: BlackRock, as of April 2026.  Important note: Diversification does not guarantee a profit or eliminate the potential for loss. The above views are shown for illustrative purposes only and represent an assessment of the market environment at a specific time and is not intended to be a forecast of future events or a 
guarantee of future results.  This is not meant to be a recommendation to buy or sell any security.
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Securitised assets can offer diversification benefits

Source: Bloomberg, BlackRock, JP Morgan as of October 2025. Correlations are to the Barclays Global Aggregate Index. Securitised sectors: iBoxx US Non-Agency RMBS Index, ICE AU RMBS Index, Bloomberg Pan European Floating ABS Bond Index, JP Morgan European CLOIE AAA Index, JP Morgan US CLOE Index. 
Corporate and government bond indices: ICE BofA USD single-A index, Bloomberg AusBond Credit, Bloomberg AusBond Composite, ICE BofA 1-5 Year Global Corporate Index, Bloomberg Global Aggregate - Government Index

Key securitised asset sectors Corporate and government bonds

Return correlations to the Global Aggregate Index (last 10 years)
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The Building Blocks 
How to build an income portfolio in practice
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Cash & Capital Preservation Portfolio DiversificationIncome Focus

Enhanced Cash
ISEC AU

Core Cash
BILL AU

Aus Income 
ICME AU
(Active)

 USD EM
IHEB AU

Aus Treasury
IGB AU

ESG Global Agg
AESG AU 

Global IG Corp
IHCB AU

Aus Corp
ICOR AU 

Enhanced Yield
IYLD AU 

Aus ILB
ILB AU

US Treasury
IUSG

Aus LT Govt
ALTB AU

US LT Govt
ULTB AU

Global DM HY
IHHY AU

Aus Core Bonds
IAF AU

Global Agg
AGGG AU

Domestic exposure International exposureActively managed

This information is for illustration purposes only.  It should not be relied upon by the reader as investment advice or recommendation regarding the iShares funds. This includes ASX-listed ETFs and mutual funds domiciled in Australia 
Source: BlackRock, as of 31 Mar 2026.  ILB = Inflation-Linked Bonds..   denotes Screened/Sustainable offering. Mentioning of iShares Fund does not construe as any investment advices or recommendations. Please refer to the Fund prospectus for more details, including the risk disclosure. International exposure are 
showing hedged yield with estimated hedged cost using 1M FX Fwd as of 31 Mar 2026. Diversification may not fully protect you from market risk.

RBA Hikes RBA Cuts

ISEC iShares Enhanced Cash ETF IYLD iShares Yield Plus ETF

ICME iShares Credit Income Active ETF ICME iShares Credit Income Active ETF

ILB iShares Government Inflation ETF IAF iShares Core Composite Bond ETF

ALTB iShares 15+ Year Australian Government Bond ETF

MKTG0526-5519561-EXP0527-14/17



iShares Credit Income Active ETF
The iShares Credit Income Active ETF provides investors with access to a portfolio of higher yielding Australian bonds, 
aiming to outperform the RBA cash rate after fees.

Source: BlackRock.  The current investment process is as of April 2026 and is subject to change. Diversification and asset allocation may not fully protect you from market risk. Targets are predictive in nature and may be affected by unknown risks and uncertainties. Actual results may differ. There is no guarantee that a 
positive investment outcome will be achieved
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Income focused
 

Designed to provide investors with regular income and capital preservation which is 
sourced from Australian fixed income securities.

Multi Sector
 

The fund can invest across various Australian fixed income sectors, including a range 
of corporates like subordinated debt, securitized assets and hybrids.

Research-Driven Decisions
 

Uses bottom-up research aiming to find reliable, high-yield securities, drawing on 
BlackRock’s global active fixed income expertise.

Inception 21/11/2025

Currency AUD

Benchmark RBA Cash Rate

Yield Target RBA Cash Rate + 150bps

Fees 0.29%

Distribution Monthly

# of Positions ~60

Approach Active

Portfolio 
Managers

Fund Characteristics

Cameron Garlick
Director, Global Fixed 
Income Portfolio Manager

Navin Saigal
Head of Global Fixed 
Income, Asia Pacific

Craig Vardy
Head of Australian Fixed 
Income

ICME

MKTG0526-5519561-EXP0527-15/17



Dynamic Framework
As markets shift, the iShares Credit Income Active ETF (ASX: ICME AU) management team will continuously evaluate income 
opportunities across fixed income sectors.

Source: BlackRock.  The current investment process is as of April 2026 and is subject to change. Diversification and asset allocation may not fully protect you from market risk

16FOR WHOLESALE CLIENTS ONLY - NOT FOR DISTRIBUTION TO RETAIL CLIENTS

Investment Parameters

• Duration target ~ 1 year

• Flexible allocation to Investment Grade Corporate Bonds and 

Subordinated Debt

• 20% limit to Hybrids and Securitised respectively

• Indicative issuer limits based on BlackRock credit assessment:

Sector Indicative Portfolio*

Senior Debt 15%

Subordinated Debt (Tier 2) 75%

Hybrids (AT1) 0%

Securitised (eg RMBS) 10%

*Subject to change.*Subject to change.

Diversification
Flexibility to invest across senior, 

subordinated and hybrid sectors to 
deliver an optimal mix of 

income, quality
and liquidity. 

Security Selection
Strong bottom-up research on issuers, structures 
and covenants to favor strong balance sheets and 

avoid downgrade and impairment risk.

Regime Identification
Track growth, inflation, policy 

and credit conditions to set our 
risk stance of the portfolio.

Ongoing 
Assessment

MKTG0526-5519561-EXP0527-16/17



Issued by: BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 ("BIMAL"). BIMAL is a part of the global BlackRock Group which comprises financial product issuers and investment managers around 
the world. Information provided is for illustrative and informational purposes and is subject to change. It has not been approved by any regulator.

Distribution: For the exclusive use of the recipient, which warrants by receipt of this material that it is a WHOLESALE CLIENT as defined under the Australian Corporations Act 2001 (Cth). This material is not intended for distribution to, or 
use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation. No part of this material may be reproduced or distributed in any manner without the prior written 
permission of BIMAL. 

General Advice: This material provides general advice only and does not take into account your individual objectives, financial situation, needs or circumstances. Before making any investment decision, you should assess whether the 
material is appropriate for you and obtain financial advice tailored to you having regard to your individual objectives, financial situation, needs and circumstances. Refer to BIMAL’s Financial Services Guide on its website for more 
information. This material is not a financial product recommendation or an offer or solicitation with respect to the purchase or sale of any financial product in any jurisdiction.

BIMAL Funds: BIMAL is the responsible entity and issuer of units in the Australian domiciled managed investment schemes ("funds") referred to in this material, including the Australian domiciled iShares ETFs. Any potential investor 
should consider the latest product disclosure statement ("PDS") before deciding whether to acquire, or continue to hold, an investment in any fund. BlackRock has also issued a target market determination (TMD) that describes the class of 
consumers that comprises the target market for each fund and matters relevant to their distribution and review. The PDS and the TMD can be obtained by contacting the BIMAL Client Services Centre on 1300 366 100. In some instances 
the PDS and the TMD are also available on the BIMAL website at www.blackrock.com/au. Index tracking funds are not sponsored, endorsed, issued, sold or promoted by the provider of the index which a particular fund seeks to track. No 
index provider makes any representation regarding the advisability of investing in an index tracking fund. Further information on the index providers can be found in the BIMAL website terms and conditions at www.blackrock.com/au.

Investment Risk: Any investment is subject to investment risk, including the loss of income or the principal invested and delays on the payment of withdrawal proceeds. While any forecasts, estimates and opinions in this material are made 
on a reasonable basis, actual future results and operations may differ materially from the forecasts, estimates and opinions set out in this material. No guarantee as to the repayment of capital or the performance of any product or rate of 
return referred to in this material is made by any entity in the BlackRock group of companies.

Performance Data: Performance figures represent past performance and are not indicative of future performance. Current performance may be higher or lower than that shown. Unless otherwise stated, performance for iShares ETFs is 
calculated on a NAV price basis, while performance for all other funds is calculated on an exit-to-exit price basis. Net performance figures are calculated after taking into account fees and expenses. Gross performance figures are 
calculated before taking into account fees and expenses. Unless otherwise stated performance figures assume reinvestment of distributions, are annualised for periods greater than one year and are calculated to the last business day of 
the month.

Accuracy & Liability: BIMAL, its officers, employees and agents believe that the information in this material and the sources on which it is based (which may be sourced from third parties) are correct as at the date of publication. While every 
care has been taken in the preparation of this material, no warranty of accuracy or reliability is given and no responsibility for the information is accepted by BIMAL, its officers, employees or agents. Except where contrary to law, BIMAL 
excludes all liability for this information.

© 2026 BlackRock, Inc. or its affiliates. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, ALADDIN, iSHARES and the stylised i logo are registered and unregistered trademarks of BlackRock, Inc. or its affiliates. All other 
trademarks are those of their respective owners.

Important Information
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