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For many investors it’s a constant challenge to find the 

balance of income, growth and security that is right for 

their risk appetite and investment objectives. With the 

prospect of rising costs of living, this challenge is more 

relevant than ever.

Fixed income investments can seem like the ideal 

solution to this problem. They can deliver predictable, 

regular income and are more secure and capital-stable 

than shares, hybrids, property or other growth-focused 

assets. But, not all fixed income investments are equal. 

Corporate bonds can deliver income, security and 

competitive yields, especially in a volatile market. They 

are widely used by institutional investors to form the 

defensive portion of portfolios; however, traditionally 

they’ve been difficult for everyday investors to access.

Recent product developments mean that all investors can 

now take advantage of the benefits of corporate bonds. 

XTBs are an investment that delivers a predictable 

income stream and competitive returns, while providing 

protection within a portfolio.

In this guide, we’ll look at how the benefits of corporate 

bonds stack up to a range of comparable financial 

products. The guide is designed to help you to 

understand how to strike the balance between income, 

growth and security and to decide which products are 

right for you. 

The challenge of adding 
income and security to 
your investment portfolio 



2. CORPORATE BONDS 
AND XTBs 
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If a company wants to borrow money to fund growth, 

or other investments, it has two options; borrow from a 

bank, or issue bonds.

Corporate bonds are basically IOUs that: 

1. Pay back the loan when the bond matures – known  

as the ‘principal’ or ‘face value’.

2. Deliver a steady stream of income, normally paid 

quarterly or semi-annually throughout the life of the 

bond – known as the coupon.  

Corporate bonds are difficult to access for most  

individual investors due to the high minimum investment 

– normally $500,000.

Introducing XTBs 

XTBs (or Exchange Traded Bond units), are securities traded 

on the Australian Stock Exchange (ASX) that give you 

exposure to the benefits of individual corporate bonds. You 

receive the same coupons and principal payment that you’d 

receive if you were to invest directly in a corporate bond.

• Coupons = regular, fixed income paid for the lifetime of 

the bond

• Principal payment = the amount you lend the company, 

paid back to you at maturity of the bond. 

What are corporate 
bonds? 

ASXIndividual 
Corporate

Bonds

XTBs
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Easy to access, cost effective and flexible  

XTBs trade in large and small parcel sizes, meaning 

they are accessible to all investors – not just those with 

very large portfolios. Because XTBs are traded on the 

ASX, they can easily be bought and sold at any time, so 

you can access your money at any time. 

The following pages compare XTBs to a range of 

financial products to help you decide whether their 

blend of income and security could help you achieve 

your investment objectives.

BOGLE’S RULE OF THUMB
“Your bond allocation should 

equal your age”
John Bogle, founder of Vanguard

EARLY BOOMERS

VS

GEN Y

70% 30%



GOVERNMENT 
BONDS

HYBRIDS

OVER THE 
COUNTER BONDS

ETFS AND 
MANAGED FUNDS

TERM DEPOSITS

3. HOW XTBs COMPARE 
TO OTHER FIXED 
INCOME INVESTMENTS
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Looking for diversification and income?  

Australian government bonds can diversify your 

investment portfolio, whilst achieving a source of 

reliable and regular income. A strong economy means 

investments in Australian government bonds carry very 

low risk. As a result, Australian government bond yields 

are currently very low; lower in fact than some term 

deposit rates. 

Thankfully there is a way of making your cash work harder. 

If you’re looking for a low risk investment that provides an 

attractive and stable income, XTBs might be the answer. 

XTBs vs. Government bonds

Corporate bonds typically offer higher interest rates 

than government bonds. An investment in XTBs enables 

investors to access the higher returns from corporate 

bonds and boost the income generation in their portfolio 

– a critical consideration with returns from many fixed 

income investments being so low. 

Government bonds

GOVERNMENT 
BONDS

XTBs

Low risk P P
Attractive levels of income O P
Certainty of income payments P P

Easily traded on ASX
Some government 
bonds are available 

as AGBs
P

Effective diversification from shares P P
Choice of bond issuer O P
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If you’re looking for a term deposit, you’re likely looking 

for security PLUS the highest interest rate you can find. 

Currently, however much shopping around you do, 

you’re unlikely to find anything more than 3% pa. These 

are close to the lowest ever TD rates. Nobody can be 

blamed for wanting their cash to work harder for them.

XTBs vs. Term deposits

There is an alternative – it is possible to get your cash 

working harder. If you’re looking for a low risk investment 

that provides an attractive and stable income, XTBs 

might be the answer.      

Term deposits

TERM DEPOSITS XTBs

Low risk P P
Return above 3% O P
Regular income payments P P
Anytime access to savings without 
penalty O P

No minimum investment amount O P

Compare TD returns with XTBs

*Canstar $50,000, 3 or 6 month Term Deposit and Australian Corporate Bond Company 

as at 15 March 2017

HIGHEST TD RATE HIGHEST XTB YIELD

2.80%*

4.88%*
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Both Managed Funds and ETFs can diversify your 

investment portfolio and provide a source of income. 

However, the income from these investments isn’t known 

and the value of your investment can fluctuate. 

XTBs vs. ETFs and Managed Funds 

Unlike Managed Funds and ETFs, XTBs 

provide a level of certainty for the 

duration of your investment, subject to 

there being no default by the issuer of 

the underlying bond. You’ll know how 

much income you’re going to receive, 

the date that you’ll be paid the income, 

and the value that you’ll be paid back 

upon maturity. This gives you peace of 

mind and enables you to match your 

expenses with your income. 

BOND ETFs
BOND MANAGED 

FUNDS
XTBs

Low risk P P P
Predictable, regular income payments O O P
Anytime access to savings without 
penalty P O P

No minimum investment amount P O P
Easily traded on ASX P O P
Capital preservation O O P

Tip: Bond funds and ETFs are perpetual 

investments. You need to remember that a fund 

may start the year and end the year with a totally 

different set of bonds.

ETFs and Managed Funds
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XTBs can form an important component of any well-

diversified investment portfolio. While you’re in the 

accumulation phase, income generated by XTBs can 

provide a solid, defensive base. When growth assets 

such as shares and property are volatile, a steady 

stream of income can help keep your portfolio on track. 

When you reach retirement it’s income  

that funds everyday spending.
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Corporate bonds - Over the 
counter (OTC)

OTC CORPORATE 
BONDS

XTBs

Diversification benefit P P
Regular income payments P P
Transparent pricing O P
No minimum investment amount O P
Easily traded on ASX O P

Looking for known outcomes? Corporate bonds traded 

over-the-counter provide certainty, with regular coupon 

payments and repayment of principal when the bond 

matures, subject to no default by the issuer. They’re also 

less volatile than shares; meaning corporate bonds can be 

a key component of a well-diversified investment portfolio.

If you have millions of dollars to invest, you can choose 

from a wide range of corporate bonds issued by 

successful Australian companies. They normally trade in 

parcels of $50,000, but more commonly $500,000 at a 

time, meaning they’re inaccessible for most investors. 

Because OTC corporate bonds aren’t traded on 

exchanges there is no pricing transparency. Investors 

are beholden to their broker who quotes prices on a 

transaction-by-transaction basis, effectively making fees 

and commissions difficult to decipher. 

XTBs vs. OTC corporate bonds

Thankfully, there is a way for everybody to access the 

returns from corporate bonds easily. If you’re looking 

for a low risk investment that provides an attractive and 

stable income, XTBs might be the answer. 
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Hybrids

HYBRIDS XTBs

Low risk O P
Attractive levels of income P P
Certainty of income and principal 
payments O P

Easily traded on the ASX P P
Effective diversification from shares O P

Some investors utilise hybrids in their portfolios for 

income and diversification. But do hybrids really have a 

place in the defensive component of a portfolio? 

• Hybrids often behave more like shares than bonds, 

particularly when the share market is weak. Hence, they 

shouldn’t be viewed as defensive or stable investments.

• Hybrids don’t offer investors certain income. As with 

shares, dividends are optional, making cash flows uncertain. 

Defensive assets should provide steady, reliable income.  

• Investors don’t know when their capital will be repaid. 

The maturity date of hybrids isn’t fixed and can be deferred 

by the issuer or regulators. You may incur significant capital 

losses if you need to access your savings before the 

maturity date. 

• Hybrids can convert to shares at the discretion of the 

issuer – the investor has no control. The diversification 

benefit is lost and investors can be left with even more 

shares and a more concentrated portfolio. 

XTBs vs. Hybrids 

Thankfully there is a more effective way of gaining 

exposure to defensive assets and obtaining the 

diversification you’re looking for. If you’re looking for a 

low risk investment that provides an attractive and stable 

income, XTBs might be the answer.



4. FIVE REASONS YOU SHOULD BE 
LOOKING AT CORPORATE BONDS



© Copyright 2017 Australian Corporate Bond Company Ltd

THE INVESTOR’S GUIDE TO ADDING INCOME AND SECURITY TO YOUR PORTFOLIO

16

1. THE CHALLENGE 2. CORPORATE BONDS & XTBs 3. HOW XTBs COMPARE 4. FIVE REASONS YOU SHOULD BE 
LOOKING AT CORPORATE BONDS

5. SEE HOW XTBs CAN 
BENEFIT YOU

6. HOW TO BUY AND SELL MENU

Five reasons you should be 
looking at corporate bonds

1. If you want to remain defensive, but 

optimise your income

Many people use TDs as the primary 

defensive allocation in their portfolio. 

However, TD rates are currently very low and may  

go lower. 

At the same time, corporate bond yields are higher, 

because the yield curve has steepened. The current 

spread between TD rates and bond yields means that 

bonds offer significantly higher income than TDs, without 

a significant increase in risk.  

2. You want to preserve capital, but you 

also want flexibility

You don’t want to put your capital at risk, 

but you may have to with shares and 

hybrids. Higher risks are acceptable for growth assets, 

but not for the defensive part of your portfolio.

TDs have no volatility, so the trade-off decision to 

consider is “does moving to higher-yielding and more 

flexible corporate bonds stack-up in return for a small 

increase in volatility?”  

A simple way to look at this is – with TDs you are lending 

money to a bank and are locked in for the entire term. 

By accessing the returns from corporate bonds through 

XTBs, you lend money to a successful ASX100 company 
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and have the ability to access your capital at any time. 

XTBs can be sold on ASX at any time during the life of 

the XTB, releasing capital back to you. 

3. You get the face value back 

When corporate bonds and XTBs mature, 

you get the face value back, in addition 

to the regular coupon income that you 

have received during the life of the bond or XTB. This 

may sound obvious, but it’s fundamental. Volatility only 

matters if you sell early. You can always trade your XTBs 

on ASX if you want to realise your investment. 

4. Unlike ETFs and bond funds, your 

returns are predictable

Many people think of bond funds or 

ETFs as comparable to holding bonds 

individually, but they’re not. Bonds and XTBs mature, while 

bond funds and ETFs are perpetual - just like shares.  

With bond funds and ETFs, you have to sell funds to 

realise your investment – there is no capital repayment 

and income payments are unknown. Without the return 

of known capital, you are missing a fundamental feature 

of fixed income and the predictability that goes with it. 

A fund manager cannot tell you what your future income 

will be - they can’t know which bonds will be in the fund 

or ETF in the future because maturing bonds will be 

replaced over time.

2018
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This lack of capital return and income predictability is the 

opposite of fixed income, which is all about capital return 

and predictable income. With corporate bonds and 

XTBs, you know on the day you invest what the outcome 

will be: you will receive back the face value of $100 for 

each XTB, plus known income over its life. 

5. XTBs give everyone access to the 

benefits of bonds

Corporate bonds trade between banks 

and asset managers in $500,000 

minimums. XTBs come in $100 securities – an  

amount which allows all investors to access the  

benefits and returns of individual bonds issued by 

ASX100 companies. 

Investors can select between fixed and floating-

rate coupon XTBs from over 25 of Australia’s largest 

companies, meaning that there is an XTB to suit a wide 

range of investment objectives.



 
5. SEE HOW XTBs 
CAN BENEFIT YOU
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Build a portfolio of XTBs to see exactly 
what income you could receive
An investment in XTBs could provide you with greater 

control over the defensive component of your portfolio 

and enable your savings to generate a higher level of 

income to support current or future expenditure.

With cash rates at historic lows – and likely to remain 

subdued for the foreseeable future – it is more important 

than ever to make your investments work harder for you. 

An investment in XTBs might be the answer. As with 

any investment, it’s important to understand the risks 

involved. It’s therefore recommended you seek your 

own professional advice, to see whether XTBs might be 

suitable for you.

Build a portfolio of XTBs to see exactly what income you could receive

Our online Cash Flow Tool lets you pick up to 10 XTBs 

and chart the income you would receive year to year, 

and over the lifetime of your chosen bonds, allowing 

you to compare XTBs to your existing assets.

To help make that first step even easier, we’ve put 

together three Starter Packs for you to choose 

from: High Yield, Top Brands or Cash Plus.

Click below to build your portfolio and see how XTBs 

can help you achieve your investment goals.

Alternatively, If you would like to be referred to a broker or financial 

adviser, or want any further information about the range of XTBs 

that are available, do not hesitate to contact us on 1800 995 993 

where a member of our expert team will be ready to assist you. 

BUILD YOUR PORTFOLIO

https://xtbs.com.au/cash-flow-tool/


 
6. HOW TO 
BUY AND SELL
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Because XTBs are traded on ASX, they can easily be 

bought and sold at any time. You don’t have to pay 

ongoing management fees and you can access your 

money at any time. It’s as easy as:

1: Select which XTBs you wish to purchase (use our 

Starter Packs to make it even easier).

2: Read the relevant Product Disclosure Statement 

(PDS) for the XTBs you have selected.

3: Contact your stockbroker or financial adviser, or visit 

your online broker and transact in exactly the same 

way you do with shares.

If you want any further information about XTBs, contact 

us on 1800 995 993, where a member of our team will 

be ready to assist you.

How to buy and sell

HIGH YIELD
STARTER PACK

(5 XTBs)

CASH PLUS
STARTER PACK

(3 XTBS)

TOP BRANDS
STARTER PACK

(5 XTBS)

http://xtbs.com.au/fixed-income-starter-packs/cash-plus-starter-pack/
http://xtbs.com.au/fixed-income-starter-packs/top-brands-starter-pack/
http://xtbs.com.au/fixed-income-starter-packs/high-yield-starter-pack/
http://xtbs.com.au/fixed-income-starter-packs/high-yield-starter-pack/
http://xtbs.com.au/fixed-income-starter-packs/high-yield-starter-pack/
http://xtbs.com.au/fixed-income-starter-packs/high-yield-starter-pack/
http://xtbs.com.au/fixed-income-starter-packs/cash-plus-starter-pack/
http://xtbs.com.au/fixed-income-starter-packs/top-brands-starter-pack/
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Australian Corporate Bond Company Ltd (ABN 34 169 442 657, Authorised Representative No.: 
469037) (“ACBC”) is an Authorised Representative of Theta Asset Management Ltd (ABN 37 
071 807 684, AFSL No.: 230920) (“Theta”). Theta is the Responsible Entity of the Australian 
Corporate Bond Trust and the issuer of the Exchange Traded Bond Units (“XTBs”). ACBC is the 
Securities Manager of the XTBs. ACBC and Theta will earn fees for making the XTBs available to 
investors, which is payable at the time that an Authorised Participant applies for an XTB.

No units will be issued until such time as ASIC and ASX have admitted that Class of XTBs 
to quotation. Applications will only be accepted from Authorised Participants pursuant to the 
relevant XTB Product Disclosure Statement (“PDS”). All other investors must acquire XTBs on 
ASX through an Authorised Participant or their Broker.

This ebook does not constitute an offer of XTBs to any person. The distribution of this ebook 
or any other material relating to XTBs, including any XTB PDS, to persons outside of Australia 
may be restricted by law and any person who comes into possession of such documents should 
seek their own advice on, and observe any such restrictions.

ACBC is solely responsible for the contents of this ebook. The contents of a PDS and this ebook 
are subject to change and ACBC makes no warranty, express or implied, as to the completeness 
of any statement contained herein nor does it represent that this ebook contains all of the 
information that an investor may require in order to assess the merits of an investment in XTBs 
or any other financial product mentioned in the ebook.

The information contained in this ebook is general in nature and does not take into account any 
particular investors personal circumstances, objectives or needs. It is not personal financial 
product advice. You should read the relevant PDS and consider, with or without the assistance 
of your professional advisers, whether an investment in XTBs is appropriate, having regard to 
your own personal circumstances.

XTB® is a registered trade mark of Global Bond Exchange Pty Ltd, a related body corporate of 
Australian Corporate Bond Company Limited.

© Copyright 2017 Australian Corporate Bond Company Ltd ABN 34 169 442 657. All rights reserved 2017.

Disclaimer
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