
The yield curve flattened in March as short-term rates rose more than long-term 
rates. The five-year yield went up by 22 basis points while the 10-year and 30-year 
rose just seven and fell by two, respectively. The geopolitical turmoil in the 
secession of Crimea from Ukraine to Russia prompted a flight to safety and caused 
disorderly short-covering, which pushed rates lower in the early part of the month. 
Comments from Fed Chair Janet Yellen pointing to possible rate hikes commencing 
as early as next year drove short end rates back up again. Long end was hardly 
affected by the hawkish rhetoric as it seems expectations of tighter Fed policy have 
largely been priced in since last year.  

The US economy grew at a faster rate in the 4Q 2013 than previously estimated 
but broadly in line with market expectations. Gross domestic product expanded at 
an annual rate of 2.6% (Mkt est: +2.7%), higher than the previous calculation of 
2.4% growth. While growth slowed from the 4.1% rate in Q3, one measure of 
underlying economic strength improved. Growth of final sales of domestic product, 
a measure that excludes volatile inventories, rose to 2.7% from 2.5% in Q3. 
Moreover, the report showed consumer spending, which accounts for roughly two-
thirds of the GDP, jumped by 3.3% (Mkt est: +2.7%) up from the previous estimate 
of 2.6% and from 2% in Q3. Manufacturing activity accelerated in March, as the 
ISM Manufacturing Index rose from 53.2 to 53.7, slightly lower than an expected 
54.0. The index has remained above 50 – the threshold marking manufacturing 
expansion – since November 2012. Manufacturers indicated that orders were 
picking up, which could lead to more positive news in the coming months. While 
the unemployment rate had been expected to decline to 6.6% in March, it 
remained flat at 6.7% in March with payrolls were relatively strong for a second 
straight month, gaining 192,000, ahead of last month’s 188,000 though below an 
expected 200,000. Finally, Consumer Confidence improved from 78.3 in February 
to 82.3, ahead of an expected 78.5. This marked its highest level since January 
2008. The uptick may partly reflect a widely held perspective that softer economic 
data had been due to weather and is poised to rebound. 

Meanwhile, China’s industrial output (actual: 8.6% vs. estimate: 9.5%), investment 
(actual: 17.9% vs. estimate: 19.4%) and retail-sales (actual: 11.8% vs. estimate: 
13.5%) growth cooled more than estimated in January-February, signalling an 
economic slowdown that makes the government’s 2014 expansion target harder to 
reach. Chinese exports likewise plunged 18.1% in February vs. expectations for gain 
of 7.5% while producer prices fell 2%, the most since July. On a positive note, 
Chinese consumer prices rose at their slowest rate in 13 months with the CPI at 2% 
in February from a year earlier. Producer prices fell for the 24th consecutive month 
by dropping 2%.  

Central Banks elsewhere around the world maintained their accommodative 
monetary policies and dovish forward guidance. The ECB kept interest rates 
unchanged at 0.25% as expected with the deposit rate kept at zero and the 
marginal lending rate at 0.75%. The UK’s Bank of England likewise left policy rates 
unchanged and kept the stock of asset purchases at £375bn. Australia’s central 
bank kept its overnight cash-rate target at 2.5% and reiterated that it’s likely to 
maintain a period of record low interest rates and renewed a reference to their 
currency’s strength. 

Now that the Fed is well into tapering its bond purchase programme, the focus has 
shifted on a potential change in Fed forward guidance, i.e. from keeping the Fed 
funds near zero for a prolonged period towards “policy normalization”. March's 
bond market illustrates the perils of strategies concentrating their exposures in the 
yield curve's front end. As such, we look to strategically add credit exposure in our 
global fixed income model portfolio and benefit from a tightening of credit spreads 
(the relative price increase of corporate bonds vs Treasuries) as the benchmark 
yield curve continues to shift toward higher yields led by the two-to-five year 
tenors. The tightening in spreads in March however makes these credit 
investments more vulnerable during the next bout of increasing interest rates in 
the short 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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Performance Overview  
           
   

 

 

Figures as of 3.31.2014 

Cumulative Performance % 

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

Fund 0.32 -1.94 4.99 n.a. 1.77 4.21 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund -1.94 0.13 1.64 1.03 n.a. 

NAVps 

 
31-Dec-13 30-Jan-14 28-Feb-14 31-Mar-14 

Fund 1.0240  1.0252 1.0388  1.0421 
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Portfolio Holdings 

Holdings % of Portfolio 

ICICI BANK/Dubai 05-22-2019 4.8%  9.8% 

Perusahaan11-22-2021 5.5%  9.6% 

ROP 06-04-2023 2.75%  8.5% 

SM Phil. 10-13-2017 5.5%  5.1% 

Templeton Emerging Markets Bond Fund 4.8% 

                                                                                                                              
 

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 (33%)

Fund of Funds (5%)

Cash/Money Market (62%)

  

ATR KimEng Total Return Bond Fund 
 

March 31, 2014 www.atram.com.ph 

Portfolio Duration 1.953 
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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% 0.32%          1.77% 4.21% 
 

Performance  Risk-adjusted Returns & Statistics Portfolio Analytics* 
 2014 YTD Since launch  1 yr 3 yr Since launch Percentage of positive months 55.10% 

Fund 1.77% 4.21% Risk-adjusted return (0.33) 0.41 0.29 Average gain in positive months 0.84% 

   Standard deviation 5.49% 4.22% 3.75% Sharpe ratio 0.06 

       Jensen’s Alpha -3.06% 

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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