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Directors’ report
The Directors of National Mutual Funds Management Limited (a wholly 
owned subsidiary of AXA Asia Pacific Holdings Limited), the ‘Responsible 
Entity’ of the Global Credit Fund (the ‘Fund’), present their report together 
with the financial statements of the Fund for the year ended 30 June 2011. 
In order to comply with the provisions of the Corporations Act 2001, the 
Directors’ report as follows:

Principal activities
The principal activity of the Fund is to invest funds in accordance with its 
investment objectives and guidelines as set out in the current Product 
Disclosure Statement and in accordance with the provisions of the Fund 
Constitution.

The Fund holds a portfolio of global fixed interest securities, derivative 
instruments (including futures, currency contracts and swap contracts) and 
cash and cash equivalents.

There were no significant changes in the nature of the Fund’s activities during 
the financial year.

Directors
The following persons held office as Directors of National Mutual Funds 
Management Limited during the year or since the end of the year and up to the 
date of this report:

D S Craine 
E A Foley (resigned on 17 November 2010) 
W J Lee (resigned 29 March 2011) 
I C Campbell 
P Sampson (resigned on 30 March 2011) 
P E Akopiantz (resigned on 30 March 2011) 
K W Keenan (resigned on 29 March 2011) 
M J Royer (resigned on 30 June 2011) 
J R Dawson (appointed on 29 March 2011) 
S J P Dunne (appointed on 29 March 2011) 
S M Burgess (appointed on 30 June 2011)

Review and results of operations
The Fund maintains its investment strategy with an emphasis on selecting 
primarily investment grade securities. 

The investment policy of the Fund continues to be that detailed in the current 
Product Disclosure Statement and in accordance with the provisions of the 
Fund Constitution.

Global Credit Fund
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Directors’ report (continued)

Results

The performance of the Fund, as represented by the results of 
its operations, was as follows:

Year ended

30 June 2011  
$

30 June 2010 
$

Profit before finance costs 
attributable to unit holders

53,531,614 52,990,228

Distributions

Year ended

30 June 2011  
$

30 June 2010 
$

Distributions to unit holders 119,122,161 34,906,045

The key differences between unit pricing and financial reporting 
have been outlined below:

As at

30 June 2011 
$ 

30 June 2010 
$

Net assets for unit pricing purposes 807,728,748 610,023,692

Adjustment for changes in valuation 
of financial assets held at fair value

(1,786) (49,228)

Reclassification of net assets 
attributable to unit holders 
to liabilities

(807,726,962) (609,974,464)

Net assets for financial 
reporting purposes

– –

Significant changes in state of affairs
A significant event occurred during the year in relation to 
the change in ownership of the Responsible Entity’s parent 
company. Effective 30 March 2011, AMP Limited acquired 
ownership of AXA Asia Pacific Holdings Limited from AXA SA. 
The Responsible Entity remains a wholly owned subsidiary of 
AXA Asia Pacific Holdings Limited. As of this date, the ultimate 
parent of the Responsible Entity is AMP Limited. There are no 
other changes to the state of affairs of the Fund other than 
that referred to in the financial statements or notes thereto.

Subsequent events
There has not been any matter or circumstance, other than 
that referred to in the financial statements or notes thereto, 
that has arisen since the end of the financial year, that has 
significantly affected, or may significantly affect, the operations 
of the Fund, the results of those operations, or the state of 
affairs of the Fund in future financial years.

Future developments
The Fund will continue to be managed in accordance with 
its investment objectives and guidelines as set out in the 
current Product Disclosure Statement and in accordance with 
the provisions of the Fund Constitution. Future results will 
accordingly depend on the performance of the markets to 
which the Fund is exposed.

Options granted
No options were:

(i)	 	granted over unissued units in the Fund during or since the 
end of the financial year; or

(ii)	 granted to the Responsible Entity.

No unissued units in the Fund were under option as at the date 
on which this report is made.

No units were issued in the Fund during or since the end of 
the financial year as a result of the exercise of an option over 
unissued units in the Fund.

Indemnification and insurance 
of officers and auditors
During or since the end of the financial year, the Responsible 
Entity has not indemnified or made a relevant agreement to 
indemnify an officer of the Responsible Entity or auditor of 
the Fund or of any related corporate body against a liability 
incurred by an officer of the Responsible Entity or auditor of 
the Fund. In addition, the Responsible Entity has not paid, 
or agreed to pay, a premium in respect of a contract insuring 
against a liability incurred by an officer of the Responsible 
Entity or auditor of the Fund.

Fund information in the financial report
Fees paid to the Responsible Entity and its associates out of 
the Fund property during the year are disclosed in Note 11 to 
the financial statements.

The number of units in the Fund held by the Responsible 
Entity or its associates as at the end of the financial year are 
disclosed in Note 11 to the financial statements.

The number of interests in the Fund issued during the financial 
year, withdrawals from the Fund during the financial year, and 
the number of interests in the Fund at the end of the financial 
year are disclosed in Note 8(a) to the financial statements.

The value of the Fund’s assets as at the end of the financial 
year is disclosed in the statement of financial position as ‘Total 
Assets’ and the basis of valuation is included in Note 1 to the 
financial statements.

Independence declaration by Auditor
The auditor’s independence declaration as required under 
section 307C of the Corporations Act 2001 is set out on page 3.

Signed in accordance with a resolution of the Directors of the 
Responsible Entity made pursuant to section 298(2) of the 
Corporations Act 2001.

On behalf of the Directors

Daniel Craine

Director 
Melbourne 
23 September 2011
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Directors’ declaration
The financial statements and the notes thereto of the Fund for 
the financial year ended 30 June 2011 have been prepared 
by the Responsible Entity in accordance with the Corporations 
Act 2001.

The Directors of the Responsible Entity declare that: 

(a)	 In the Directors’ opinion, there are reasonable grounds to 
believe that the Fund will be able to pay its debts as and 
when they become due and payable; 

(b)	The attached financial statements are in compliance with 
International Financial Reporting Standards, as stated in 
Note 1 to the financial statements; and

(c)	 In the Directors’ opinion, the attached financial statements 
and notes thereto are in accordance with the Corporations 
Act 2001, including compliance with accounting standards 
and Corporations Regulations 2001, and giving a true 
and fair view of the financial position and performance 
of the Fund.

Signed in accordance with a resolution of the Directors of 
the Responsible Entity made pursuant to s.295(5) of the 
Corporations Act 2001.

On behalf of the Directors

Daniel Craine

Director 
Melbourne 
23 September 2011

Statement of 
comprehensive income
For the year ended 30 June 2011

Notes

Year ended

30 June 2011 
$

30 June 2010 
$

Investment income 

Interest income 29,759,279 17,722,347

Net gains on financial 
instruments held at fair 
value through profit or loss

7 29,571,108 38,848,499

Other investment income 130,063 63,818

Total investment income 59,460,450 56,634,664

Expenses

Management fees 9, 11 5,697,536 3,396,879

Custodian fees 126,701 111,899

Auditor’s remuneration 10 17,982 28,825

Other operating expenses 86,617 106,833

Total operating expenses 5,928,836 3,644,436

Profit before finance  
costs attributable  
to unit holders 

53,531,614 52,990,228

Finance costs attributable 
to unit holders 

Distributions to 
unit holders

6 (119,122,161) (34,906,045)

Decrease/(increase) in 
net assets attributable 
to unit holders

8(b) 65,590,547 (18,084,183)

Profit/(loss) for the year – –

Other comprehensive 
income for the year

– –

Total comprehensive 
income for the year

– –

The above statement of comprehensive income should be read 
in conjunction with the accompanying notes.
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Statement of financial position
As at 30 June 2011

Notes

As at

30 June 2011 
$

30 June 2010 
$

Assets

Cash and cash equivalents 19,981,466 46,454,884

Margin accounts 3,982,334 2,349,992

Due from brokers 
– receivable for 
securities sold

4,598,850 –

Receivables 4 12,076,277 4,932,169

Financial assets held  
at fair value through  
profit or loss

2 906,646,221 602,151,557

Total assets 947,285,148 655,888,602

Liabilities (excluding  
net assets attributable  
to unit holders)

Due to brokers – payable 
for securities purchased

12,666,510 –

Payables 5 615,691 451,180

Financial liabilities  
held at fair value  
through profit or loss

3 7,153,824 10,556,913

Distributions payable 6 119,122,161 34,906,045

Total liabilities (excluding 
net assets attributable  
to unit holders)

139,558,186 45,914,138

Net assets attributable  
to unit holders liability

8(b) 807,726,962 609,974,464

Net assets – –

The above statement of financial position should be read in 
conjunction with the accompanying notes.

Statement of changes in equity
For the year ended 30 June 2011

The Fund’s net assets attributable to unit holders are 
classified as a liability under AASB 132 – Financial Instruments 
Presentation. As such, the Fund has no equity and no items 
of changes in equity have been presented for the current or 
comparative year.

Statement of cash flows
For the year ended 30 June 2011

Notes

Year ended

30 June 2011 
$

30 June 2010 
$

Cash flows from  
operating activities

Interest received 22,854,895 19,256,844

Other income received – 64,294

Management fees paid (5,528,522) (3,265,800)

Custodian fees paid (126,701) (111,899)

Payment of other expenses (218,763) (133,961)

Net cash provided by 
operating activities

14(a) 16,980,909 15,809,478

Cash flows from  
investing activities

Proceeds from sale of 
investments

1,435,143,971 631,507,544

Payments for purchase of 
investments

(1,706,946,324) (965,206,559)

Net cash used in 
investing activities

(271,802,353) (333,699,015)

Cash flows from  
financing activities

Proceeds from applications 
by unit holders

328,559,400 655,472,719

Payments for redemptions 
by unit holders

(100,122,400) (299,109,741)

Net cash provided by 
financing activities

228,437,000 356,362,978

Net (decrease)/increase in 
cash and cash equivalents

(26,384,444) 38,473,441

Cash and cash equivalents 
at the beginning of the year

46,454,884 7,923,561

Effects of foreign currency 
exchange rate changes on 
cash and cash equivalents

(88,974) 57,882

Cash and cash equivalents 
at the end of the year

14(b) 19,981,466 46,454,884

Non-cash investing and 
financing activities

14(c)

The above statement of cash flows should be read in 
conjunction with the accompanying notes.
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Notes to the financial statements
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1 � Summary of significant accounting policies
The principal accounting policies applied in the preparation of 
these financial statements are set out below. These policies 
have been consistently applied to all years presented, unless 
otherwise stated in the following text.

(a) Basis of preparation

These general purpose financial statements have been 
prepared in accordance with Australian Accounting Standards, 
other authoritative pronouncements and interpretations of the 
Australian Accounting Standards Board and the Corporations 
Act 2001 in Australia.

The financial statements have been prepared on the basis of 
historical cost, except for certain financial instruments that 
have been measured at fair value. Cost is based on the fair 
values of the consideration given in exchange for assets. All 
amounts are presented in Australian dollars.

In the application of Australian Accounting Standards, 
management is required to make judgments, estimates and 
assumptions about carrying values of assets and liabilities that 
are not readily apparent from other sources. The estimates and 
associated assumptions are based on historical experience and 
various other factors that are believed to be reasonable under 
the circumstances, the results of which form the basis of making 
the judgments. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed 
on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised if the 

revision affects only that period, or in the period of the revision 
and future periods if the revision affects both current and 
future periods.

Judgments made by management in the application of 
Australian Accounting Standards that have significant effects 
on the financial statements and estimates with a significant 
risk of material adjustments in the next year are disclosed, 
where applicable, in the relevant notes to the financial 
statements. Refer to Note 1(b)(iii) for details of the judgment 
exercised by management in determining the fair value of 
investments held by the Fund.

Compliance with International Financial Reporting 
Standards (IFRS)

Compliance with Australian Accounting Standards ensures that 
the financial statements of the Fund comply with International 
Financial Reporting Standards.

(b) Financial instruments

(i) Classification

The Fund’s investments are classified as at fair value through 
profit or loss. They comprise:

∙∙ Financial instruments held for trading
These include derivative financial instruments including 
futures, currency contracts and swap contracts. All 
derivatives in a net receivable or payable position are 
reported as either derivative financial assets or derivative 
financial liabilities. The Fund does not designate any 
derivatives as hedges in a hedging relationship.

∙∙ Financial instruments designated at fair value through profit 
or loss upon initial recognition
These are investments in interest bearing securities.
Financial assets and financial liabilities designated at fair 
value through profit or loss at inception are those that are 
managed and their performance evaluated on a fair-value 
basis in accordance with the Fund’s documented investment 
strategy. The Fund’s policy is for the Responsible Entity to 
evaluate the information about these financial assets and 
financial liabilities on a fair-value basis together with other 
related financial information.

(ii) Recognition/derecognition

The Fund recognises financial assets and financial liabilities on 
the date it becomes party to the contractual agreement (trade 
date) and recognises changes in the fair value of the financial 
assets or financial liabilities from this date.

Investments are derecognised when the right to receive cash 
flows from the investments have expired or the Fund has 
transferred substantially all risks and rewards of ownership.

(iii) Measurement

Financial assets and liabilities held at 
fair value through profit or loss

Financial assets and liabilities held at fair value through 
profit or loss are measured initially at fair value excluding 
any transaction costs that are directly attributable to the 
acquisition or issue of the financial asset or financial liability. 
Transaction costs on financial assets and financial liabilities 
at fair value through profit or loss are expensed immediately. 
Subsequent to initial recognition, all instruments held at fair 
value through profit or loss are measured at fair value with 
changes in their fair value recognised in profit or loss.
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1 � Summary of significant accounting 
policies (continued) 

(b) Financial instruments (continued)

∙∙ Fair value in an active market
The fair value of financial assets and liabilities traded in 
active markets is based on their quoted market prices at 
the end of the reporting period without any deduction for 
estimated future selling costs. Financial assets are priced 
at current bid prices, while financial liabilities are priced at 
current asking prices.
For the majority of its investments, the Fund relies on 
information provided by independent pricing services for the 
valuation of its investments.
When the Fund holds derivatives with offsetting market risks, 
it uses mid-market prices as a basis for establishing fair 
value for the offsetting risk positions and applies this bid or 
asking price to the net open position, as appropriate.
A financial instrument is regarded as quoted in an active 
market if quoted prices are readily and regularly available 
from an exchange, dealer, broker, industry group, pricing 
service, or regulatory agency, and those prices represent 
actual and regularly occurring market transactions on an 
arm’s length basis.

∙∙ Fair value in an inactive or unquoted market
The fair value of derivatives that are not exchange-traded is 
estimated at the amount that the Fund would receive or pay 
to terminate the contract at the end of the reporting period 
taking into account current market conditions (volatility and 
appropriate yield curve) and the current creditworthiness 
of the counterparties. The fair value of a forward contract 
is determined as the net present value of estimated future 
cash flows, discounted at appropriate market rates as at the 
valuation date. 
The fair value of financial assets and liabilities that are not 
traded in an active market is determined using valuation 
techniques. These include the use of recent arm’s length 
market transactions, reference to the current fair value of a 
substantially similar other instrument, discounted cash flow 
techniques, option pricing models or any other valuation 
technique that provides a reliable estimate of prices 
obtained in actual market transactions.

(iv) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount 
reported in the statement of financial position when there is 
a legally enforceable right to offset the recognised amounts 
and there is an intention to settle on a net basis, or realise the 
asset and settle the liability simultaneously.

(c) Net assets attributable to unit holders

Units are redeemable at the unit holder’s option and are 
classified as financial liabilities due to mandatory distributions. 
The units can be put back to the Fund at any time for cash 
equal to a proportionate share of the Fund’s net asset 
value. The fair value of redeemable units is measured at the 
redemption amount that is payable (based on the redemption 
unit price) at the reporting date if unit holders exercised their 
right to put the units back to the Fund.

(d) Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits 
held at call with banks, or other short-term highly liquid 
investments net of outstanding bank overdrafts.

(e) Margin accounts

Margin accounts comprise cash held as collateral for derivative 
transactions. The cash is held by the broker and is only 
available to meet margin calls.

(f) Securities held as collateral 

Collateral is held by the broker in the form of securities and 
is held to meet the minimum margin requirement to keep a 
derivative position open. The securities will be able to be recalled 
as long as the same minimum margin requirement is maintained.

(g) Investment income

Interest income is recognised on a time-proportionate basis 
taking into account the effective yield on the financial assets.

The effective interest method is a method of calculating the 
amortised cost of a financial asset or financial liability and of 
allocating the interest income or interest expense over the 
relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash payments or receipts throughout 
the expected life of the financial instrument, or a shorter period 
where appropriate, to the net carrying amount of the financial 
asset or liability. When calculating the effective interest rate, the 
Fund estimates cash flows considering all contractual terms of 
the financial instrument (for example, prepayment options) but 
does not consider future credit losses. The calculation includes 
all fees paid or received between the parties to the contract 
that are an integral part of the effective interest rate, including 
transaction costs and all other premiums or discounts.

Other investment income is recognised on an accrual basis.

(h) Expenses

All expenses are recognised in the statement of comprehensive 
income on an accruals basis.

(i) Income tax

Under current income tax legislation, the Fund is not liable to 
pay income tax as the net income of the Fund is assessable 
in the hands of the beneficiaries (the unit holders) who are 
‘presently entitled’ to the income of the Fund. There is no 
income of the Fund to which the unit holders are not presently 
entitled and additionally, the Fund Constitution requires the 
distribution of the full amount of the net income of the Fund to 
the unit holders each period.

As a result, deferred taxes have not been recognised in the 
financial statements in relation to differences between the 
carrying amounts of assets and liabilities and their respective 
tax bases, including taxes on capital gains which could arise in 
the event of a sale of investments for the amount at which they 
are stated in the financial statements. In the event that taxable 
gains are realised by the Fund, these gains would be included 
in the taxable income that is assessable in the hands of the 
unit holders as noted above.

Realised capital losses are not distributed to unit holders 
but are retained in the Fund to be offset against any realised 
capital gains. If realised capital gains exceed realised capital 
losses, the excess is distributed to unit holders.
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1 � Summary of significant accounting 
policies (continued) 

(j) Distributions

In accordance with the Fund Constitution, the Fund fully 
distributes its realised distributable taxable income to 
unit holders by cash or reinvestment. The distributions are 
recognised in the statement of comprehensive income as 
finance costs attributable to unit holders.

Distributions to unit holders comprise the taxable income of the 
Fund. The distributions are payable at the end of June each year.

(k) Applications and redemptions

Applications received for units in the Fund are recorded net of 
any entry fees payable prior to the issue of units in the Fund. 
Redemptions from the Fund are recorded gross of any exit fees 
payable after the cancellation of units redeemed.

The application and redemption prices are determined as the 
net asset value of the Fund per the constitution adjusted for 
the estimated transaction costs, divided by the number of units 
on issue on the date of the application or redemption.

(l) �Increase/decrease in net assets 
attributable to unit holders

Non-distributable income is transferred directly to net assets 
attributable to unit holders. This balance represents unrealised 
gains and losses due to the change in the fair value of 
investments. These gains and losses have been recognised in 
the statement of comprehensive income in either the current or 
a previous period, and have not been distributed to unit holders. 

Once the gains and losses have been realised, these items 
are distributed to unit holders. Income recognition differences 
consist of accrued income not yet assessable, expenses 
provided or accrued which are not yet deductible, net capital 
losses and tax free or tax deferred income.

(m) Foreign currency translation

All foreign currency transactions during the year have been 
brought to account using the exchange rate in effect at the 
date of the transaction. Foreign currency monetary items at 
reporting date are translated at the exchange rate existing at 
that date.

Non-monetary items that are measured at fair value in a foreign 
currency are translated using the exchange rates at the date 
when the fair value was determined. Translation differences on 
assets and liabilities carried at fair value are reported as part 
of the fair-value gain or loss.

(n) Due from/to brokers

Amounts due from/to brokers represent receivables for 
securities sold and payables for securities purchased that have 
been contracted for but not yet delivered by the end of the 
year. A provision for impairment of amounts due from brokers is 
established when there is objective evidence that the Fund will 
not be able to collect all amounts due from the relevant broker. 
Significant financial difficulties of the broker, probability that 
the broker will enter bankruptcy or financial reorganisation, and 
default in payments are considered indicators that the amount 
due from brokers is impaired.

(o) Goods and Services Tax (GST)

The GST incurred on the costs of various services provided to 
the Fund by third parties such as management fees, custodian 
fees and other expenses are recognised net of the amount of 
goods and services tax (‘GST’) recoverable from the Australian 
Tax Office (‘ATO’) as the Fund qualifies for reduced input tax 
credit (‘RITC’) at a rate of at least 75%.

Accounts payable and accrued expenses are stated with the 
amount of GST included. The net amount of GST recoverable 
from the ATO is included as a current asset in the statement of 
financial position. Cash flows are included in the statement of 
cash flows on a gross basis.

The GST component of cash flows arising from investing and 
financing activities which is recoverable from or payable to the 
taxation authority is classified as operating cash flows.

(p) Receivables

Receivables are recorded at amortised cost less impairment 
and may include amounts for dividends and interest. Dividends 
are accrued when the right to receive payment is established. 
Interest is accrued at the reporting date from the time of last 
payment. Amounts are generally received within 30 days of 
being recorded as receivables.

(q) Payables

Trade payables and other accounts payable are recognised 
when the Fund becomes obliged to make future payments 
resulting from the purchase of goods and services.

(r) Provisions

Provisions are recognised when the Fund has a present 
obligation, the future sacrifice of economic benefits is probable, 
and the amount of the provision can be measured reliably.

When some or all of the economic benefits required to settle a 
provision are expected to be recovered from a third party, the 
receivable is recognised as an asset if it is virtually certain that 
recovery will be received and the amount of the receivable can 
be measured reliably.

The amount recognised as a provision is the best estimate of 
the consideration required to settle the present obligation at 
reporting date, taking into account the risks and uncertainties 
surrounding the obligation. Where a provision is measured 
using the cash flows estimated to settle the present obligation, 
its carrying amount is the present value of those cash flows.

(s) New accounting standards and interpretations

Certain new accounting standards and interpretations 
have been published that are relevant to the Fund but are 
not mandatory for the 30 June 2011 reporting period. The 
Responsible Entity’s assessment of the impact of these 
new standards (to the extent relevant to the Fund) and 
interpretations is set out below:
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1 � Summary of significant accounting 
policies (continued) 

(s) �New accounting standards and 
interpretations (continued)

(i)	 AASB 9 Financial Instruments and AASB 2009-11 
Amendments to Australian Accounting Standards arising 
from AASB 9 and AASB 2010 Amendments to Australian 
Accounting Standards arising from AASB 9 (December 
2010) (effective from 1 January 2013)

AASB 9 Financial Instruments addresses the classification, 
measurement and derecognition of financial assets and 
financial liabilities. The standard is not applicable until 
1 January 2013, but is available for early adoption.
AASB 9 permits the recognition of fair-value gains and 
losses in other comprehensive income if they relate to 
equity investments that are not traded.
The Fund has not yet decided when to adopt AASB 9. 
Management does not expect this will have a significant 
impact on the Fund’s financial statements as the Fund does 
not hold any available-for-sale investments.

(ii)	 Revised AASB 124 Related Party Disclosures and AASB 
2009-12 Amendments to Australian Accounting Standards 
(effective from 1 January 2011)

In December 2009, the AASB issued a revised AASB 124 
Related Party Disclosures. It is effective for accounting 
periods beginning on or after 1 January 2011 and must 
be applied retrospectively. The amendment clarifies and 
simplifies the definition of a related party and removes the 
requirement for government-related entities to disclose 
details of all transactions with the government and other 
government-related entities. The Fund will apply the 
amended standard from 1 July 2011. The amendment will 
not have any effect on the Fund’s financial statements.

(iii)	AASB 2010-6 Amendments to Australian Accounting 
Standards – Disclosures on Transfers of Financial Assets 
(effective for annual reporting periods beginning on or after 
1 July 2011)

In November 2010, the AASB made amendments to AASB 
2010-6 Disclosures on Transfers of Financial Assets 
which amends AASB 1 First-time Adoption of Australian 
Accounting and AASB 7 Financial Instruments: Disclosures 
to introduce additional disclosures in respect of risk 
exposures arising from transferred financial assets. The 
amendments will affect particularly entities that sell, factor, 
securitise, lend or otherwise transfer financial assets to 
other parties. The amendments will not have any impact 
on the Fund’s disclosures. The Fund intends to apply the 
amendment from 1 July 2011.

(iv)	Amendments to AASB 2010-4 Further amendments to 
Australian Accounting Standards arising from the Annual 
Improvements Project (effective for annual reporting 
periods beginning on or after 1 January 2011)

In June 2010, the AASB made a number of amendments to 
Australian Accounting Standards as a result of the IASB’s 
annual improvements project. The Fund does not expect 
that any adjustments will be necessary as the result of 
applying the revised rules. 

2 � Financial assets held at fair value 
through profit or loss

Notes

As at

30 June 2011 
$ 

30 June 2010 
$

Held for trading

Derivatives 12 13,282,396 –

Total held for trading 13,282,396 –

Designated at fair value 
through profit or loss

Interest bearing securities 800,717,435 322,586,137

Money market securities 92,646,390 279,565,420

Total designated at  
fair value through  
profit or loss

893,363,825 602,151,557

Total financial assets  
held at fair value through 
profit or loss

906,646,221 602,151,557

$4,264,000 amount has been placed as collateral for 
derivative transaction.

3 � Financial liabilities held at fair value 
through profit or loss

Notes

As at

30 June 2011 
$ 

30 June 2010 
$

Held for trading

Derivatives 12 7,153,824 10,556,913

Total held for trading 7,153,824 10,556,913

Total financial liabilities 
held at fair value through 
profit or loss

7,153,824 10,556,913

4  Receivables

As at

30 June 2011 
$ 

30 June 2010 
$

Interest receivable 11,755,091 4,850,707

Other receivables 321,186 81,462

12,076,277 4,932,169

The Fund’s receivables are categorised as Loans and 
Receivables.

5  Payables

As at

30 June 2011 
$ 

30 June 2010 
$

Management fee payable 613,688 444,674

Other unsecured payables and 
accrued expenses

2,003 6,506

615,691 451,180
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6  Distributions to unit holders

Year ended

30 June 2011 
$ 

30 June 2010 
$

Distributions payable 119,122,161 34,906,045

119,122,161 34,906,045

7 � Net gains on financial instruments held at fair value through profit or loss
Net gains recognised in relation to financial instruments held at fair value through profit or loss:

Year ended

30 June 2011 
$ 

30 June 2010 
$

Financial assets

Net gain on financial assets held for trading 137,704,479 81,297,462

Net loss on financial assets designated at fair value through profit or loss (88,034,941) (2,553,147)

Net gains on financial assets held at fair value through profit or loss 49,669,538 78,744,315

Financial liabilities

Net loss on financial liabilities held for trading (20,260,157) (39,845,814)

Net gain/(loss) on financial liabilities designated at fair value through profit or loss 161,727 (50,002)

Net losses on financial liabilities held at fair value through profit or loss (20,098,430) (39,895,816)

Total net gains on financial instruments held at fair value through profit or loss 29,571,108 38,848,499

8  Net assets attributable to unit holders
As stipulated within the Fund Constitution, each unit represents a right to an individual share in the Fund and does not extend to a 
right to the underlying assets of the Fund. There are no separate classes of units and each unit has the same rights attaching to it as 
all other units of the Fund.

Movements in units on issue and undistributed loss attributable to unit holders during the year were as follows:

(a) Units on issue

Year ended Year ended

30 June 2011  
No.

30 June 2010 
No.

30 June 2011  
$

30 June 2010 
$

Opening balance 654,428,939 490,724,355 624,300,639 451,401,801

Applications 335,962,659 667,843,817 328,559,400 655,472,719

Redemptions (104,793,503) (504,139,233) (102,612,453) (482,573,881)

Units issued upon reinvestment of distributions 37,446,932 – 34,906,045 –

Closing balance 923,045,027 654,428,939 885,153,631 624,300,639

(b) � Movement in undistributed loss attributable to unit holders

Year ended

30 June 2011  
$

30 June 2010 
$

Opening balance (14,326,175) (7,049,679)

Net liabilities/(assets) redeemed 2,490,053 (25,360,679)

(Decrease)/increase in net assets attributable to unit holders (65,590,547) 18,084,183

Closing balance (77,426,669) (14,326,175)

Total net assets attributable to unit holders 807,726,962 609,974,464
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9 � Expenses
In accordance with the current Product Disclosure Statement, 
the ongoing management fee payable to the Responsible Entity 
is 0.70% (2010: 0.70%) per annum of the gross investment 
value of the Fund, and it is assessed daily and payable on a 
monthly basis. Management fees are separately disclosed in 
the statement of comprehensive income.

10 � Auditor’s remuneration

Year ended

30 June 2011 
$ 

30 June 2010 
$

Audit of the financial statements 10,475 10,475

Other audit services 7,507 18,350

17,982 28,825

The auditor of the Global Credit Fund is Deloitte Touche 
Tohmatsu.

11  Related party transactions

Responsible Entity

The Responsible Entity of the Global Credit Fund is National 
Mutual Funds Management Limited. The Responsible Entity is 
a wholly owned subsidiary of AXA Asia Pacific Holdings Limited 
whose ultimate parent entity is AMP Limited. Accordingly, 
transactions with entities related to AMP Limited are 
disclosed below. 

Key management personnel

Key management personnel includes persons who were 
Directors of National Mutual Funds Management Limited at any 
time during the financial year as follows: 

D S Craine 
E A Foley (resigned on 17 November 2010) 
W J Lee (resigned 29 March 2011) 
I C Campbell 
P Sampson (resigned on 30 March 2011) 
P E Akopiantz (resigned on 30 March 2011) 
K W Keenan (resigned on 29 March 2011) 
M J Royer (resigned on 30 June 2011) 
J R Dawson (appointed on 29 March 2011) 
S J P Dunne (appointed on 29 March 2011) 
S M Burgess (appointed on 30 June 2011)

Key management personnel compensation

Key management personnel are paid by a related party of 
the Responsible Entity. Payments made from the Fund to 
the Responsible Entity do not include any amounts directly 
attributable to the compensation of key management 
personnel.

Other key management personnel

There were no other persons with responsibility for planning, 
directing and controlling the activities of the Fund, directly or 
indirectly during the financial year.

Holdings of units

During or since the end of the financial year, none of the key 
management personnel and/or their related entities held units 
in the Fund, either directly, indirectly, or beneficially (2010: Nil).

Holdings of units by related parties

As at

30 June 2011 30 June 2010

National Mutual Life Association  
of Australasia Limited+

923,045,027 650,932,668

NMFM Managed Stable Fundb – 1,382,636

NMFM Superannuation Fundb – 2,113,635

+	 A related party of the Responsible Entity.

b	 Fund managed by N.M. Super Proprietary Limited, a related party of the 
Responsible Entity.

Transactions with related parties

Transactions with related parties are conducted on normal 
commercial terms and conditions.

Management fees of $5,697,536 (2010: $3,396,879), 
calculated in accordance with Note 9, were paid or payable to 
the Responsible Entity.

No amounts were paid by the Fund directly to Directors of 
National Mutual Funds Management Limited.

Investments

The Fund did not hold any investment in National Mutual Funds 
Management Limited or its affiliates during the year (2010: Nil).

12  Derivative financial instruments
In the normal course of business, the Fund enters into 
transactions in various derivative financial instruments which 
have certain risks. A derivative is a financial instrument or 
other contract which is settled at a future date and whose 
value changes in response to the change in a specified interest 
rate, financial instrument price, commodity price, foreign 
exchange rate, index of prices or rates, credit rating or credit 
index or other variable.

Derivative financial instruments require no initial net investment 
or an initial net investment that is smaller than would be 
required for other types of contracts that would be expected to 
have a similar response to changes in market factors.

Derivative transactions include many different instruments, 
such as futures, currency contracts, options and swaps. 
Derivatives are considered to be part of the investment process 
and the use of derivatives is an essential part of the Fund’s 
portfolio management. Derivatives are not managed in isolation. 
Consequently, the use of derivatives is multifaceted and includes:

∙∙ hedging to protect an asset or liability of the Fund against a 
fluctuation in market values or to reduce volatility

∙∙ a substitution for trading of physical securities

∙∙ adjusting asset exposures within the parameters set in the 
investment strategy, and adjusting the duration of fixed interest 
portfolios or the weighted average maturity of cash portfolios.

While derivatives are used for trading purposes, they are not 
used to gear (leverage) a portfolio. Gearing a portfolio would 
occur if the level of exposure to the markets exceeds the 
underlying value of the Fund.
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12  Derivative financial instruments (continued)
The Fund holds the following derivative instruments:

(a) Futures

Futures are contractual obligations to buy or sell financial 
instruments on a future date at a specified price established in 
an organised market. The futures contracts are collateralised 
by cash or marketable securities. Changes in futures contracts’ 
values are usually settled net daily with the exchange. Interest 
rate futures are contractual obligations to receive or pay a net 
amount based on changes in interest rates at a future date at a 
specified price, established in an organised financial market.

(b) Currency contracts

Currency contracts are primarily used by the Fund to hedge 
against foreign currency exchange rate risks on its non-
Australian dollar-denominated trading securities. The Fund 
agrees to receive or deliver a fixed quantity of foreign currency 
for an agreed upon price on an agreed future date. Forward 
currency contracts are valued at the prevailing bid price at the 
reporting date. The Fund recognises a gain or loss equal to the 
change in fair value at the end of each reporting period.

(c) Swaps

An interest rate swap is an agreement between two parties to 
exchange their interest obligations (payments) or receipts at set 
intervals on a notional principal amount over an agreed time 
period. The fair value of interest rate swaps is the estimated 
amount that the entity would receive or pay to terminate the swap 
at the balance date, taking into account current interest rates 
and the current creditworthiness of the swap counterparties.

A credit default swap is an agreement whereby one 
counterparty pays a regular fee, usually expressed as a 
percentage of the notional principal, to another counterparty 
in return for security against default by the underlying loan or 
asset. The fair value of credit default swaps is the estimated 
amount that the entity would receive or pay to terminate 
the swap at the reporting date, taking into account current 
creditworthiness of the swap counterparties.

The Fund’s derivative financial instruments at year-end are 
detailed below:

30 June 2011

Contract/
notional 

$ 

Fair values

Assets 
$

Liabilities 
$

Futures 526,675,407 720,059 –

Currency contracts 799,668,136 6,816,636 –

Buy floating, sell fixed 
interest rate swaps

763,643,244 5,682,457 6,460,776

Buy fixed, sell floating 
interest rate swaps

189,613,301 – 457,375

Credit default swaps 33,927,686 63,244 235,673

13,282,396 7,153,824

30 June 2010

Currency contracts 493,243,284 – 8,531,726

Buy floating, sell fixed 
interest rate swaps

100,710,942 – 1,323,723

Credit default swaps 70,124,804 – 701,464

– 10,556,913

The notional value of contracts disclosed above has been 
recorded on an absolute basis ie buy and sell trades in the 
same currencies have not been netted off against each other.

13  Financial risk management

Management of financial instruments

The investments of the Fund (other than cash held for meeting 
daily administrative expenses) are managed on behalf of the 
Responsible Entity by AllianceBernstein Australia Limited, a 
former related party, who are required to invest the assets 
allocated for management in accordance with the terms of a 
written investment management agreement. The Responsible 
Entity has determined that the appointment of this manager is 
appropriate for the Fund and is in accordance with the Fund’s 
investment strategy.

State Street Australia Limited acts as master custodian 
on behalf of the Responsible Entity and, as such, provides 
services including physical custody and safekeeping of 
assets, settlement of trades, collection of dividends and/or 
distributions and accounting for investment transactions.

Significant accounting policies

Details of the significant accounting policies and methods 
adopted, including the criteria for recognition, the basis of 
measurement and the basis on which revenues and expenses 
are recognised, in respect of each class of financial asset 
and financial liability, are disclosed in Note 1 to the financial 
statements.

Capital risk management

The Fund considers its net assets attributable to unit holders 
as capital, notwithstanding that net assets attributable to 
unit holders are classified as a liability. The amount of net 
assets attributable to unit holders can change significantly on 
a daily basis as the Fund is subject to daily applications and 
redemptions at the discretion of unit holders.

The Investment Manager aims to ensure that there is sufficient 
capital for possible redemptions by unit holders by maintaining a 
minimum of its total investments in cash and cash equivalents.

The Fund’s overall investment strategy remains unchanged 
from the prior year.

Categories of financial instruments

The categories of financial instruments are financial assets 
held at fair value through profit or loss which are disclosed in 
Note 2, financial liabilities held at fair value through profit or 
loss which are disclosed in Note 3 and loans and receivables 
which are disclosed in Note 4.

Financial risk management objectives

The Fund is exposed to a variety of financial risks as a result 
of its activities. These risks include market risk (including 
currency risk, fair value interest rate risk and price risk), credit 
risk, liquidity risk and cash flow interest rate risk. The Fund’s 
risk management and investment policies, approved by the 
Responsible Entity, seek to minimise the potential adverse 
effects of these risks on the Fund’s financial performance. 
These policies may include the use of certain financial 
derivative instruments.
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13  Financial risk management (continued)
The Fund outsources the investment management to 
AllianceBernstein Australia Limited, a former related party, who 
provide services to the Fund, coordinate access to domestic 
and international financial markets, and manage the financial 
risks relating to the operations of the Fund in accordance with 
an investment mandate set out in accordance with the Fund 
Constitution and Product Disclosure Statement. The Fund’s 
investment mandate is to invest in a portfolio of global fixed 
interest securities and cash and cash equivalents and it may 
also invest in derivative instruments such as futures, currency 
contracts and swap contracts.

The Fund does not enter into or trade derivative financial 
instruments for speculative purposes. The use of financial 
derivatives is governed by the Fund’s investment policies, 
which provide written principles on the use of financial 
derivatives. These principles permit the use of derivatives to 
change the Fund’s exposure to particular assets. Derivatives 
are not used to gear the fund and the Fund’s effective market 
exposure will not exceed its market value. Compliance with 
policies and exposure limits is reviewed by the Responsible 
Entity on a continuous basis.

The Fund uses different methods to measure different types of 
risk to which it is exposed. These methods include sensitivity 
analysis in the case of interest rate, foreign exchange and other 
price risks and rating analysis for credit risk.

(a) Market risk

Market risk is the risk that the fair value of future cash flows 
of a financial instrument will fluctuate because of changes 
in market prices. Market risk comprises three types of risk: 
market prices (price risk), foreign exchange (currency risk), 
and market interest rates (interest rate risk). The Investment 
Manager manages the financial risks relating to the operations 
of the Fund in accordance with an investment mandate set 
out in accordance with the Fund Constitution and Product 
Disclosure Statement. There has been no change in the period 
to the Fund’s exposure to market risks or the manner in which 
it manages and measures the risk.

(i) Price risk

Price risk is the risk that the total value of investments will 
fluctuate as a result of changes in market prices, whether 
caused by factors specific to an individual investment, its issuer 
or all factors affecting all instruments traded in the market. The 
Investment Manager manages the Fund’s market risk on a daily 
basis in accordance with the Fund’s investment objectives and 
policies, as detailed in the Product Disclosure Statement.

As the majority of the Fund’s financial instruments are carried 
at fair value with changes in fair value recognised in profit 
or loss, all changes in market conditions will directly affect 
investment income.

The majority of the Fund’s directly held financial assets and 
liabilities are fixed interest securities that have exposure to 
interest rate movement and therefore have minimal exposure to 
price risk. As a result, there is little to no sensitivity to price risk. 

An analysis of interest rate risk is provided in paragraph (iii) below.

(ii) Foreign exchange risk

Foreign exchange risk is the risk that the market value of future 
cash flows of a financial instrument will fluctuate because of 
changes in foreign exchange rates.

The Fund undertakes certain transactions denominated in 
foreign currencies, hence is exposed to the effects of exchange 
rate fluctuations. Exchange rate exposures are managed 
within approved policy parameters. The Fund enters into 
foreign currency contracts designed to hedge some or all of its 
exposure to foreign currencies. This exchange rate exposure 
is managed in line with the Fund’s investment policies, as 
detailed in the Product Disclosure Statement. The Fund’s 
overall strategy for foreign exchange risk management remains 
unchanged from 2010.

The Fund’s significant exposure to foreign currency exchange at 
the reporting date was as follows:

2011 
$ 

2010 
$

Canadian Dollar (CAD) 502,724 –

Japanese Yen (JPY) – 687,987

Euro (EUR) 473,963 500,510

US Dollars (USD) 4,207,972 4,831,939

The table in Note 13(b) summarises the sensitivities of the Fund’s 
monetary assets and liabilities to foreign exchange risk. The 
analysis is based on the assumption that the Australian Dollar 
weakened/strengthened by 5% against the Canadian Dollar 
(2010: 5% against the Japanese Yen), by 5% (2010: 5%) against 
the Euro and by 5% (2010: 5%) against the US Dollar, being the 
material foreign currencies to which the Fund is exposed.

The 5% against the Canadian Dollar (2010: 5% against the 
Japanese Yen), 5% (2010: 5%) against the Euro and 5% 
(2010: 5%) against the US Dollar are the sensitivity rates 
used when reporting foreign exchange risk internally to the 
key management personnel and represents management’s 
assessment of the possible change in foreign exchange rates. 
The sensitivity analysis includes only outstanding foreign 
currency denominated items and adjusts their translation at 
the year end for the 5% against the Canadian Dollar (2010: 
5% against the Japanese Yen), 5% (2010: 5%) against the 
Euro and 5% (2010: 5%) against the US Dollar. A positive 
number indicates an increase in operating profit and net 
assets attributable to unit holders where the Australian Dollar 
weakens against the respective currency. For a strengthening 
of the Australian Dollar against the respective currency there 
would be an equal and opposite impact on the operating profit 
and net assets attributable to unit holders balances, and the 
amounts would be negative.

When the Investment Manager formulates a view on the future 
direction of foreign exchange rates and the potential impact on 
the Fund, the Investment Manager factors that into its portfolio 
allocation decisions. While the Fund has direct exposure to 
foreign exchange rate changes on the price of non-Australian 
Dollar-denominated securities, it may also be indirectly affected 
for example, by the impact of foreign exchange rate changes 
on the earnings of certain companies in which the Fund 
invests, even if those companies’ securities are denominated 
in Australian Dollar. For that reason, the sensitivity analysis 
may not necessarily indicate the total effect on the Fund’s 
net assets attributable to unit holders of future movements in 
foreign exchange rates.

There have been no changes in the methods and assumptions 
used to prepare the foreign currency sensitivity analysis from 
the prior year.
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13  Financial risk management (continued)

(a)  Market risk (continued)

(iii)  Interest rate risk

The Fund’s activities expose it to the financial risk of changes in interest rates. Floating rate instruments expose the Fund to cash 
flow risk, whereas fixed interest rate instruments expose the Fund to fair value interest rate risk. The Responsible Entity monitors the 
Fund’s exposures to interest rate risk.

The table below summarises the Fund’s exposure to interest rate risks, without taking into account the effects of interest rate swaps 
held at year end.

30 June 2011

Floating  
interest rate 

$

Fixed 
interest rate 

$

Non-interest  
bearing 

$
Total 

$

Assets

Cash and cash equivalents 19,981,466 – – 19,981,466

Margin accounts 3,982,334 – – 3,982,334

Due from brokers – receivable for securities sold – – 4,598,850 4,598,850

Receivables – – 12,076,277 12,076,277

Financial assets held at fair value through profit or loss 74,741,516 818,622,309 13,282,396 906,646,221

Total assets 98,705,316 818,622,309 29,957,523 947,285,148

Liabilities (excluding net assets attributable to unit holders)

Due from brokers – receivable for securities sold – – 12,666,510 12,666,510

Payables – – 615,691 615,691

Financial liabilities held at fair value through profit or loss – – 7,153,824 7,153,824

Distributions payable – – 119,122,161 119,122,161

Total liabilities (excluding net assets attributable to unit holders) – – 139,558,186 139,558,186

Net assets attributable to unit holders – liability* 732,985,446

30 June 2010

Floating  
interest rate 

$

Fixed 
interest rate 

$

Non-interest  
bearing 

$
Total 

$

Assets

Cash and cash equivalents 46,454,884 – – 46,454,884

Margin accounts 2,349,992 – – 2,349,992

Receivables – – 4,932,169 4,932,169

Financial assets held at fair value through profit or loss 27,398,327 574,753,230 – 602,151,557

Total assets 76,203,203 574,753,230 4,932,169 655,888,602

Liabilities (excluding net assets attributable to unit holders)

Payables – – 451,180 451,180

Financial liabilities held at fair value through profit or loss – – 10,556,913 10,556,913

Distributions payable – – 34,906,045 34,906,045

Total liabilities (excluding net assets attributable to unit holders) – – 45,914,138 45,914,138

Net assets attributable to unit holders – liability* 609,974,464

* Total net assets attributable to unit holders – liability are non-interest bearing.

An analysis of financial liabilities by maturities is provided in Note 13(d) below.

The table in Note 13(b) summarises the impact of an increase/decrease of interest rates on the Fund’s operating profit and net assets 
attributable to unit holders through changes in fair value or changes in future cash flows. The analysis is based on the assumption that 
interest rates changed by +/- 50 basis points (2010: +/- 50 basis points) from the year-end rates with all other variables held constant. 
The impact mainly arises from possible changes in the fair value of fixed interest securities.

The sensitivity analysis has been determined based on the Fund’s exposure to interest rates at the reporting date and the stipulated 
change taking place at the beginning of the financial year and held constant throughout the reporting period, in the case of instruments 
that have floating interest rates. A 50 basis points (2010: 50 basis points) increase or decrease is used when reporting interest rate risk 
internally to key management personnel and represents management’s assessment of the reasonably possible change in interest rates.

The Fund has direct exposure to interest rate changes on the valuation and cash flows of its interest bearing assets and liabilities. However, 
it may also be indirectly affected by the impact of interest rate changes on the earnings of certain companies in which the Fund invests and 
impact on the valuation of certain assets that use interest rates as an input in their valuation model. Therefore, the sensitivity analysis in 
Note 13(b) may not fully indicate the total effect on the Fund’s net assets attributable to unit holders of future movements in interest rates. 
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13  Financial risk management (continued)

(b)  Summarised sensitivity analysis

The following table summarises the sensitivity of the Fund’s operating profit and net assets attributable to unit holders to interest 
rate risk and foreign exchange risk. The reasonably possible movements in the risk variables have been determined based on 
management’s best estimate, having regard to a number of factors, including historical levels of changes in interest rates and foreign 
exchange rates. However, actual movements in the risk variables may be greater or less than anticipated due to a number of factors, 
including unusually large market shocks resulting from changes in the performance of and/or correlation between the performances of 
the economies, markets and securities in which the fund invests. As a result, historic variations in risk variables should not be used to 
predict future variations in the risk variables.

Interest rate risk

Impact on operating profit/Net 
assets attributable to unit holders

-50  
bps 

$

+50  
bps 

$

30 June 2011 2,910,218 (2,910,218)

30 June 2010 12,376,661 (12,376,661)

Foreign exchange risk

Impact on operating profit/Net assets attributable to unit holders

-5% 
CAD 

$

+5% 
CAD 

$

-5% 
EUR 

$

+5% 
EUR 

$

-5% 
USD 

$

+5% 
USD 

$

30 June 2011 (25,136) 25,136 (23,698) 23,698 (210,399) 210,399

-5% 
JPY 

$

+5% 
JPY 

$

-5% 
EUR 

$

+5% 
EUR 

$

-5% 
USD 

$

+5% 
USD 

$

30 June 2010 (34,399) 34,399 (25,025) 25,025 (241,597) 241,597

(c)  Credit risk

Credit risk refers to the risk that a counterparty will default 
on its contractual obligations resulting in financial loss to the 
Fund. The Fund has adopted the policy of only dealing with 
creditworthy counterparties and obtaining sufficient collateral 
or other security where appropriate, as a means of mitigating 
the risk of financial loss from default. The Fund measures 
credit risk on a fair-value basis. The Fund’s exposure and the 
credit rating of its counterparties are continuously monitored 
by the Responsible Entity.

Credit risk associated with receivables is considered minimal.

Credit risk arising on investments is mitigated by investing in 
debt securities which have a credit rating as rated by well known 
rating agencies. For unrated debt securities a rating is assigned 
by the Investment Manager using an approach consistent with 
the approach used by rating agencies. The Fund may invest up to 
15% of its assets in non-investment grade and emerging market 
securities. The following table details the aggregate credit grade 
of the debt instruments in the portfolio.

2011 
% 

2010 
%

Rating

AAA 33.90 64.20

AA 4.90 3.50

A 17.10 8.10

BBB 41.10 23.90

BB 3.10 0.30

Total 100.00 100.00

The Fund does not have any significant credit risk exposure to 
any single counterparty or any group of counterparties having 
similar characteristics. The table below shows the maximum 
exposure to credit risk at the end of each reporting period. It is 
the opinion of the Responsible Entity that the carrying amounts 
of these financial assets represent the maximum credit risk 
exposure at the end of the reporting period. This does not 
represent the maximum risk exposure that could arise in the 
future as a result of changes in values, but best represents the 
current maximum exposure at the end of the reporting period.

As at

30 June 2011 
$ 

30 June 2010 
$

Cash and cash equivalents 19,981,466 46,454,884

Margin accounts 3,982,334 2,349,992

Due from brokers –  
receivable for securities sold

4,598,850 –

Receivables 12,076,277 4,932,169

Financial assets held at fair  
value through profit or loss

906,646,221 602,151,557

Total 947,285,148 655,888,602

None of these assets are impaired or past due but not impaired.
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13  Financial risk management (continued)

(d) Liquidity risk

The Fund’s approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet its liabilities. Unit holders are 
able to withdraw their units at any time and the Fund is therefore exposed to the liquidity risk of meeting unit holders’ withdrawals at 
any time. It therefore primarily holds investments that are traded in an active market and can be readily disposed.

The Fund’s liquidity risk is managed in accordance with the Fund’s investment strategy. The Fund manages liquidity risk by maintaining 
adequate banking facilities and through the continuous monitoring of forecast and actual cash flows. The Fund’s overall strategy for 
liquidity risk management remains unchanged from 2010.

Units are redeemable on demand at the unit holder’s option. However, the Investment Manager does not envisage that the contractual 
maturity disclosed in the table below will be representative of the actual cash outflows, as holders of these instruments typically retain 
them for the medium to long term. 

The following tables summarise the maturity profile of the Fund’s non-derivative financial liabilities. The tables have been drawn up 
based on the undiscounted cash flows of financial liabilities based on the earliest date on which the Fund can be required to pay. 
Balances due within 12 months equal their carrying value as the impact of discounting is not significant.

Due on  
demand 

$

Less than  
3 months 

$

3 months  
to 1 year 

$

1-5  
years 

$

5+  
years 

$

At 30 June 2011

Due to brokers – payable for securities purchased – 12,666,510 – – –

Payables 615,691 – – – –

Distributions payable – 119,122,161 – – –

Net assets attributable to unit holders – liability 807,726,962 – – – –

Total 808,342,653 131,788,671

At 30 June 2010

Payables 451,180 – – – –

Distributions payable – 34,906,045 – – –

Net assets attributable to unit holders – liability 609,974,464 – – – –

Total 610,425,644 34,906,045 – – –

The tables below analyse the Fund’s net settled derivative financial instruments in a loss position for which the contractual maturities 
are considered to be essential to an understanding of the timing of cash flows based on the Fund’s investment strategy.

Less than  
3 months 

$

3 months  
to 1 year 

$

1-5  
years 

$

5+  
years 

$

At 30 June 2011

Net settled derivatives

Swap contracts – 65,369 2,633,960 4,454,495

– 65,369 2,633,960 4,454,495

At 30 June 2010

Net settled derivatives

Swap contracts – – 414,233 1,610,954

– – 414,233 1,610,954
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13  Financial risk management (continued)
The tables below analyse the Fund’s derivative financial instruments that will be settled on a gross basis into relevant maturity groupings 
based on the remaining period to the contractual maturity date at the year end date. The amounts disclosed in the table are the contractual 
undiscounted cash flows. Balances due within 12 months equal their carrying value as the impact of discounting is not significant.

Less than  
3 months 

$

3 months  
to 1 year 

$

1-5  
years 

$

5+  
years 

$

At 30 June 2011

Currency contracts

Inflows 147,690,695 658,794,077 – –

(Outflows) (149,153,246) (650,514,890) – –

(1,462,551) 8,279,187 – –

At 30 June 2010

Currency contracts

Inflows 493,243,284 – – –

(Outflows) (501,775,010) – – –

(8,531,726) – – –

(e) Fair value of financial assets and financial liabilities

The Fund’s financial assets and financial liabilities included in the statement of financial position are carried at amounts that 
approximate fair value. The fair value of financial assets and financial liabilities has been determined in accordance with Note 1.

(f) Fair-value hierarchy

(i) Classification of financial assets and financial liabilities

The Fund classifies fair-value measurements using a fair-value hierarchy that reflects the subjectivity of the inputs used in making the 
measurements. The fair-value hierarchy has the following levels:

∙∙ quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)

∙∙ inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as prices) 
or indirectly (that is, derived from prices) (level 2)

∙∙ inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).

The level in the fair-value hierarchy within which the fair-value measurement is categorised in its entirety is determined on the basis of 
the lowest level input that is significant to the fair-value measurement in its entirety. For this purpose, the significance of an input is 
assessed against the fair-value measurement in its entirety. If a fair-value measurement uses observable inputs that require significant 
adjustment based on unobservable inputs, that measurement is a level 3 measurement. Assessing the significance of a particular 
input to the fair-value measurement in its entirety requires judgement, considering factors specific to the asset or liability.

The determination of what constitutes ‘observable’ requires significant judgement by the Responsible Entity. The Responsible Entity 
considers observable data to be that market data that is readily available, regularly distributed or updated, reliable and verifiable, not 
proprietary, and provided by independent sources that are actively involved in the relevant market.

The valuation techniques used by the Fund to measure fair value maximise the use of observable inputs and minimise the use of 
unobservable inputs.

The inputs or methodology used for valuing securities are not necessarily an indication of the risk associated with investing in 
those securities.
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13  Financial risk management (continued)

(f) Fair-value hierarchy (continued)

The table below sets out the Fund’s financial assets and liabilities (by class) measured at fair value according to the fair-value hierarchy 
at 30 June 2011 and 30 June 2010. 

As at 30 June 2011
Level 1 

$
Level 2 

$
Level 3 

$
Total 

$

Financial assets

Financial assets held for trading:

Derivatives 720,059 12,562,337 – 13,282,396

Financial assets designated at fair value through profit or loss:

Interest bearing securities 208,610,546 592,106,889 – 800,717,435

Money market securities – 92,646,390 – 92,646,390

Total 209,330,605 697,315,616 – 906,646,221

Financial liabilities

Financial liabilities held for trading:

Derivatives – 7,153,824 – 7,153,824

Total – 7,153,824 – 7,153,824

As at 30 June 2010
Level 1 

$
Level 2 

$
Level 3 

$
Total 

$

Financial assets

Financial assets designated at fair value through profit or loss:

Interest bearing securities 94,124,036 228,462,101 – 322,586,137

Money market securities – 279,565,420 – 279,565,420

Total 94,124,036 508,027,521 – 602,151,557

Financial liabilities

Financial liabilities held for trading:

Derivatives – 10,556,913 – 10,556,913

Total – 10,556,913 – 10,556,913

Investments whose values are based on quoted market prices in active markets, and therefore classified within level 1, include active 
listed equities and exchange traded derivatives.

Financial instruments that trade in markets that are not considered to be active but are valued based on quoted market prices, dealer 
quotations or alternative pricing sources supported by observable inputs are classified within level 2. These include over-the-counter 
derivatives. As level 2 investments include positions that are not traded in active markets and/or are subject to transfer restrictions, 
valuations may be adjusted to reflect illiquidity and/or non-transferability, which are generally based on available market information.

Investments classified within level 3 have significant unobservable inputs, as they are infrequently traded. As observable prices are 
not available for these securities, the Responsible Entity has used valuation techniques to derive fair value.

(ii) Transfers between levels

There were no transfers between the levels in the fair-value hierarchy in 2011 and 2010.

(iii) Movement in level 3 instruments

There are no investments classified as level 3 within the Fund as at 30 June 2011 and 30 June 2010.
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14  Notes to the statement of cash flows

Notes

Year ended

30 June 2011 
$

30 June 2010 
$

(a) Reconciliation of profit/(loss) to net cash provided by operating activities

Profit/(loss) for the year – –

(Decrease)/increase in net assets attributable to unit holders 8(b) (65,590,547) 18,084,183

Distributions to unit holders 6 119,122,161 34,906,045

Net losses/(gains) on financial instruments held at fair value through profit or loss 7 (29,571,108) (38,848,499)

Net change in receivables (7,144,108) 1,534,973

Net change in payables 164,511 132,776

Net cash provided by operating activities 16,980,909 15,809,478

(b) Components of cash and cash equivalents

Cash and cash equivalents as at the end of the financial year as shown in the  
statement of cash flows is reconciled to the statement of financial position as follows:

Cash at bank 15,538,466 28,554,884

Deposit at call 4,443,000 17,900,000

19,981,466 46,454,884

(c) Non-cash investing and financing activities

During the year, the following redemptions were satisfied by in specie assets transfers 8(a) – 208,824,819

Income distributions reinvested by unit holders for additional units in the Fund 34,906,045 –

15  Events occurring after the reporting period
Between the balance date and the date of approval of these financial statements, certain markets to which the Fund has investment 
exposures may have moved. Movements in markets are reflected on a daily basis in unit prices.

No significant events have occurred since the end of the reporting period which would impact on the financial position of the Fund 
disclosed in the statement of financial position as at 30 June 2011, or on the results and cash flows of the Fund for the year ended 
on that date.

16  Additional information
National Mutual Funds Management Limited, a public company incorporated and operating in Australia, is the Responsible Entity of the 
Global Credit Fund.

Principal Registered Office and Unit Registry

AXA Centre 
750 Collins Street 
DOCKLANDS VIC 3008 
Tel: (03) 8688 3911
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AXA Customer Service Centre

PO Box 14330 Melbourne Victoria 8001  Telephone 131 737  Facsimile (03) 9287 3389 
For daily unit price information (Toll Free Australia-wide) 1800 780 085 
Email: client.enquiry@axa.com.au

axa.com.au
The National Mutual Life Association of Australasia Limited  
ABN 72 004 020 437 AFS Licence No. 234649
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