
July was a volatile month for global fixed income as investors speculated over the 
timing of the eventual tapering of the Fed’s QE, in addition to continued monetary 
easing by the BOJ, BOE, and ECB. The 10-year benchmark rose to as high as 2.71% 
on July 5 after a report for June showed that nonfarm payrolls in the US increased 
by 195,000 versus a 165,000 consensus estimate. FOMC minutes released on July 
10 signaled a relatively hawkish bias which markets saw as a bearish signal. Further 
comments by Chairman Ben Bernanke however indicated that unemployment was 
too high and that easing is warranted, with his statements pushing both Treasuries 
and stocks higher as investors reduced bets the Fed would start trimming its bond 
purchases in September. Markets rallied and the 10-year yield found itself back to 
2.50% level. 

Macroeconomic data showed that economic activity expanded at a modest pace 
during the first half of the year. The US economy grew at an annual pace of 1.7% in 
the second quarter, beating expectations of a 1.1% expansion and suggesting the 
economy is weathering the federal budget cuts implemented at the start of 2013. 
The report however revised first quarter growth from 1.8% down to 1.1%. 
Household spending and fixed business investment advanced, and the housing 
sector strengthened despite a rise in mortgage rates.  

US inflation has come below the Fed's longer-term target, but inflation 
expectations have remained stable. At its July 31 policy meeting, the Fed said that 
it would maintain the pace of its monthly bond-buying program at $85 billion to 
keep interest rates low and help support the economy. While the central bank 
noted the increase in mortgage rates and the dangers of low inflation, the overall 
outlook remained the same: unless economic conditions change drastically, 
markets should be prepared to face tapering at some point this year, with QE being 
wrapped up by mid-2014.  

Elsewhere, the European Central Bank remained supportive by keeping its main 
refinancing rate at a record low of 0.50% after the 25-basis point cut in May. 
Similarly, the Bank of England unanimously voted to keep monetary policy 
unchanged at 0.50% and to maintain its asset purchase plan at GBP 375 billion. 
Both central banks likewise signaled they would not validate the recent Fed-
induced increase in interest rates. 

While credit spreads regained about half of their tapering-talk-induced widening, 
the end of easy money creates a risk of further unwinds and as such we have sold 
down the Fund’s positions in less liquid corporate bonds. Markets are expected to 
trade in a more orderly fashion following the massive volatility in recent months as 
investors have digested Bernanke’s message of QE tapering. As long as the 
economic outlook remains on track, the Fed will cut back on QE later this year and 
benchmark yields should continue to trend higher with the 10-year testing the 
2.90% level. We made significant changes to the Fund’s strategy and have rotated 
into tactically holding more liquid fixed income instruments. 

 

 

   
   

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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Performance Overview  
           
 

 

 

 

Figures as of 7.31.2013 

Cumulative Performance % 

 
1 Mo. 3 Mos. 6 Mos. YoY  YTD Since Incept. 

Fund 0.97 -3.46 -2.39 -1.93 -3.40 3.64 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund -1.93 1.02 1.56 n.a. n.a. 

NAVps 

 
30-Apr-13 31-May-13 28-June-13 31-July-13 

Fund 1.0735 1.0553 1.0264 1.0364 
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Portfolio Holdings 

Holdings % of Portfolio 

ROP 06-04-2023 2.75%   10.6% 

Phil. Corporate Bond 10-13-2017 5.5% 6.3% 
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Composition of the Fund 

Bonds (17%)

Cash/Money Market (83%)

  

ATR KimEng Total Return Bond Fund 
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Portfolio Duration 1.29  
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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%      -3.40% 3.64% 
 

Performance  Risk-adjusted Returns & Statistics Portfolio Analytics* 
 2013 YTD Since launch  1 yr 3 yr Since launch Percentage of positive months 51.22% 

Fund -3.40% 3.64% Risk-adjusted return (0.47) 0.45 0.33 Average gain in positive months 0.84% 

   Standard deviation 3.95% 3.59% 3.39% Sharpe ratio 0.06 

       Jensen’s Alpha -2.60% 

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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