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Laminar’s Credit Opportunities Fund was the judges’ pick for hedge fund of the year. Photo: Louise Kennerley

Jonathan Shapiro
In a nation of investors obsessed with equities and property, corporate debt funds struggle for recognition.

But at this year’s industry Hedge Fund awards held on September 12, it was a credit fund that took the top gong.

With returns of 23.67 per cent since its inception in 2009 and a return of 17 per cent for the 12 months to August,
Laminar’s Credit Opportunities Fund was the judges’ pick for hedge fund of the year.

Chris Black, the portfolio manager of the $30 million boutique fund, with an additional $100 million of investment
mandates, said it was a “David versus Goliath story” being pitted against some of the biggest names in funds
management.

Black says that because credit markets aren’t well understood there tend to be ways to make good returns relative to
the risk taken. “It’s an over-the-counter market and there is lack of transparency, which can present attractive
opportunities that seem to occur on a regular basis,” he says.

The fund’s strong returns have their roots in the financial crisis, which threw up abundant opportunities to buy credit
securities on the cheap, but Black said it was the 17 per cent return in the past 12 months, when markets had
returned to relative normality, that was particularly satisfying.

One driver of the returns since Laminar set up, was in residential mortgage-backed securities, which have performed
well as mortgage arrears have remained low.

“We still think there are good pockets of opportunity in RMBS, but it’s now a little bit of a crowded space.

“We won’t move on from it, but whereas 12 months ago 80 per cent of the fund was invested in RMBS, now it’s 50 per
cent,” he says.

The next foray for Black and Laminar is to fill the void left by the banks who are favouring mortgages over corporate
loans. “If you look at Commonwealth Bank of Australia, five years ago their mortgage and corporate loan book were
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on par in terms of percentage of net assets. Now their mortgage book is significantly larger than the corporate loan
book. The focus on corporate lending has lessened,” he says.

“We think that direct lending to corporates in place of the banks will be the next opportunity.”

Black says the growth of the listed debt market is a positive for Australian investors who are vastly underweight when
it comes to fixed income. But he says most retail investors don’t fully understand credit risk and how this contributes
to a bond’s return. “If you ask the man on the street what is a suitable credit risk for taking on ANZ [subordinated]
debt they would have no idea. The [average investor] wouldn’t know if it should be 20 basis points or 500 basis
points.” 

Black says there are good and not-so-good deals when it comes to listed securities.

“We think there are some aspects at the moment that are cheap and attractive, and others in the listed space that
are more expensive. 

“As a general rule, we believe the bank Tier 1s like CBA PERLS are expensive, and the subordinated debt pieces are
quite cheap.” 
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