
Benchmark yields of US government securities ended February mixed with the 1-
month to 1-year benchmarks moving 1 to 3bps higher and the rest of the curve 
moving 1 to 5bps lower. Although the economic data has been distorted by the 
weather in the US, the weak indicators have caused a decline in long term bond 
yields. This however has been offset to some degree as consensus has it that Fed 
tapering is closer to a pre-set path than to not. Furthermore, concerns over the 
political turmoil in Ukraine and continued worries over contagion in emerging 
markets pushed investors to seek traditional “safe-haven” investments such as US 
treasuries and gold. As a result, the 10-year benchmark yield ranged within 20bps 
from 2.58% to 2.78% within the month. 

US economic data that came out in February continued to give conflicting 
information. January payrolls and retail sales fell short of forecasts and ISM 
manufacturing sentiment fell to its lowest level in more than a year. On the 
flipside, a new home sales in the US unexpectedly rose to a five year high and 
orders for US durable goods excluding the volatile transportation category climbed 
by the most in eight months. 

Lower estimates of inventory investment and markdowns to personal consumption 
expenditures caused last year’s 4th quarter GDP to be revised down to a 2.4% 
annualized rate compared with the government’s first estimate of 3.2% issued last 
month. This brings the annual gross domestic product (GDP) growth -- measured 
from 2012 annual levels to 2013 annual levels -- to 1.9%, after increasing 2.8% in 
2012. 

At the beginning of 2014, forecasts called for U.S. growth to accelerate from 
roughly 2% in 2013 to 3% in 2014. The argument for this acceleration appeared to 
be based on 1) fiscal drag from Washington being less of a headwind, and 2) the 
wealth effect from the 2013 equity and housing market gains leading consumers to 
spend more. It is unlikely that 4Q 2013 GDP growth revisions will dampen the Fed’s 
2014 growth forecast. In its January meeting minutes, it was recognized that FOMC 
participants “generally did not expect the recent pace [H2 2013] of economic 
growth to be sustained, but they nonetheless anticipated that the economy would 
expand at a moderate pace in the coming quarters."  The takeaway: while 
economic activity may have elevated recently, the US economy remains locked in a 
moderate and steady growth environment, growing somewhere between 2.0-2.5% 
at a quarterly annualized rate.  

With a minor growth slowdown already incorporated into their forecast, the FOMC 
remains focused on labor market health. Some participants have lately expressed 
concerns that potential GDP growth has slowed, and that we should begin to see 
inflationary pressures with a tighter labor market. But, with broader measures of 
unemployment still recovering and an absence of wage increases, the FOMC 
committee in general should continue to argue for keeping interest rates low at 
least into 2015, and possibly longer. We can likewise expect fairly low longer-term 
interest rates, although the bottom may be behind us.  

In the short term, although the upcoming February jobs report should provide 
some clarity, uncertainty will likely persist until the March FOMC meeting. We 
expect for yields to rise once the weakening in data fades. Outside the US, 
investors should remain focused on the situation in Ukraine. It can be noted that 
contagion risks may be limited given that European banks’ exposure to Ukraine is 
relatively small. Despite uncertainty and headline risk from emerging markets, risky 
assets have performed well, and we expect this outperformance to continue over 
the near term.  
 

 

 

 

   
   

Investment Objective 
 

To provide total returns from income and capital 

appreciation over the medium term by investing in 

fixed income securities.  The Fund also seeks to 

protect downside and preserve capital over any one 

(1) year rolling period.  
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Figures as of 2.28.2014 

Cumulative Performance % 

 
1 Mo. 1 Yr 3 Yrs 5 Yrs YTD Since Incept. 

Fund 1.33 -2.85 4.53 n.a. 1.45 3.88 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund -2.85 -0.27 1.49 n.a. n.a. 

NAVps 

 
29-Nov-13 31-Dec-13 30-Jan-14 28-Feb-14 

Fund 1.0237 1.0240  1.0252 1.0388  
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Portfolio Holdings 

Holdings % of Portfolio 

 ICICI Bank/Dubai 05-22-2019  4.8%  9.7% 

 Perusahaan Treasury Notes 11-22-2021 5.5%  9.6% 

 ROP 06-04-2023  2.75%  8.5% 

 SM Phil 10-13-2017 5.5%  5.0% 

 US Treasury Notes 02-15-2024 2.75%  4.7% 

Templeton Emerging Markets Bond Fund   4.7% 

                                                                                                                              
 

The content on this material is provided for information purposes only and should not be considered as investment advice. This document is not a solicitation or an offer to buy or sell any securities or related financial 
products.  While this document was prepared with reasonable care, no guarantee is given as to the accuracy and completeness of the information herein.  Any information or opinion expressed in this document is subject to 
change without prior notice. Be advised that past performance is not indicative of future performance.  Shares of the ATR KimEng Total Return Bond Fund are not deposits or obligations of, or guaranteed or endorsed by, any 
financial institution and are not insured by the Philippine Deposit Insurance Corporation (PDIC). Investment in shares of this mutual fund involves risk. See prospectus or contact ATR AM for a discussion of the investment risk 
factors. This mutual fund is primarily regulated by the Philippine Securities and Exchange Commission.  

ATR KimEng Asset Management: 17th Floor Tower One and Exchange Plaza, Ayala Triangle, Ayala Avenue, 1226 Makati City, Philippines 
Trunk line: +632-8481381 | Fax: +632-8410315 | E-mail: ird@atram.com.ph | Website: www.atram.com.ph 

 

Composition of the Fund 

Bonds (37%)

Fund of Funds (5%)

Cash/Money Market (58%)
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Portfolio Duration 2.37 
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Definitions: 
 
Duration is a measure of a bond portfolio’s sensitivity to interest rate changes. The longer the duration, the more the portfolio’s value will go up (or 
down) when interest rates move down (or up). 
 
Risk-adjusted Return measures how much absolute return an investment has yielded relative to the amount of absolute risk taken.  Risk-adjusted 
return is calculated by dividing the mean (average) of a fund’s return by the standard deviation of the fund’s returns. 
 
Sharpe Ratio is a measure of risk-adjusted performance and is defined as the ratio of excess return over the volatility of an investment.  Excess return 
refers to the return of the investment over the risk-free rate of return. A higher ratio means better risk-adjusted performance. 
 
Standard Deviation is a measure of how widely dispersed the fund’s returns are away from the mean of the fund’s returns.  A basic and widely-used 
statistical concept, standard deviation is often employed as a measure of absolute risk in the analysis of investments. 
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Monthly Performance  

 Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Year Cumulative 

2010 - - 0.01% -0.27% -0.37% -0.44% 0.00% 0.42% 1.42% 0.21% -0.32% -0.12% 0.53% 0.53% 

2011 -0.90% -0.25% -0.12% 1.07% -0.22% -0.38% 1.84% 2.13% -1.61% 1.00% -0.73% 0.48% 2.26% 2.80% 

2012 0.33% 1.27% -0.49% 0.21% -1.10% 1.21% 1.36% 0.14% 1.02% 0.22% 0.56% -0.42% 4.37% 7.29% 

2013 -1.03% 0.71% -0.62% 1.02% -1.70% -2.74% 0.97% -2.83% 1.66% 1.65% -1.63% 0.03% -4.56% 2.40% 

2014 0.12% 1.33%           1.45% 3.88% 
 

Performance  Risk-adjusted Returns & Statistics Portfolio Analytics* 
 2014 YTD Since launch  1 yr 3 yr Since launch Percentage of positive months 54.17% 

Fund 1.45% 3.88% Risk-adjusted return (0.50) 0.37 0.27 Average gain in positive months 0.86% 

   Standard deviation 5.48% 4.22% 3.78% Sharpe ratio 0.05  

       Jensen’s Alpha -3.11% 

Note: Risk-adjusted returns and statistics are all annualized *Since Launch 

 

Asset Class Fixed Income  NAVPS publication Trade date + 2 
Domicile Philippines  Investment Manager  ATR AM 

Risk & Investor Profile Low to medium risk  Transfer Agent ATR AM 
Reference Benchmark N.A.  Custodian Deutsche Bank AG, Manila Branch 

Management & distribution fee 1.00% p.a. + 10% of excess returns over hurdle  Fund Accountant Deutsche Bank AG, Manila Branch 

Type of shares Common  Auditor SGV & Co. 

Dealing frequency Daily  Website  www.atram.com.ph 
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