
Benchmark yields of US government securities ended mixed in October with the 
long-end of the curve declining by 1 to 5 bps month-on-month and the short-end 
of the curve rising 1 to 5 bps. Volatility continued as the US Congress plunged the 
nation into a partial government shutdown from October 1 to 16, forcing some 
800,000 federal workers off the job and sending fears that the US might default on 
its debt obligations. This caused the 10-year US benchmark to rise to a high of 2.73 
% during the month. A deal was later announced by US Senate leaders to 
temporarily fund the federal government and raise its debt ceiling until early next 
year which consequently sent the 10-year US benchmark lower to end the month 
at 2.55%, 5bps below the close in September. 

The US unemployment rate fell to 7.2%, its lowest level since November 2008, as 
employers added 148,000 jobs in September. This is fewer than the 193,000 jobs 
added in August. The unemployment rate fell as 73,000 people joined the labor 
force and 133,000 people said they got jobs. This is encouraging after Americans 
have been dropping out of the workforce in the past few months.  

US President Barack Obama nominated Janet Yellen to head the Federal Reserve 
when Ben Bernanke’s term ends in January 2014, giving the market some relief as 
she is seen to prefer to prioritize boosting employment by keeping interest rates at 
low levels rather than worry about inflationary pressures. It is widely expected that 
she would tread carefully in winding down economic stimulus. The consensus is 
that the first taper will happen in March of 2014 and that the program will end 
around September. 

Elsewhere, China’s economy grew 7.8% from July to September compared to last 
year, snapping two quarters of slowing growth. The 9-month tally is currently at 
7.7%, still above the country’s official full-year economic growth target of 7.5%. 
However, signs are already emerging that the pickup in economic activity may lose 
some momentum. Exports unexpectedly fell 0.3% in September from the previous 
year as sales to Southeast Asia tumbled. The market expectation in China’s export 
was for a rise of 6%. Further, imports rose 7.4% in September beating forecasts for 
a 7% increase and shrinking China’s monthly trade surplus to US$15.2 billion. 
Meanwhile, inflation in the world’s second-largest economy rose to a seven-month 
high of 3.1% in September mainly due to higher food prices. 

Meanwhile, Spain crawled out from a 2-year recession in Q3 with preliminary Gross 
Domestic Product (GDP) data showing the economy expanded by 0.1%, matching 
economists’ expectations. GDP shrank by 0.1% in Q2 and 1.2% from a year ago. 
Spain has been emerging from a second recession since 2008 as foreign investors 
mull returning to the nation’s bond and stock market.  

We are a bit more constructive on the fixed income markets in the short-term 
given indications that Fed tapering will likely be pushed out into next year.  
Markets will try to digest the negative impact of the shutdown on the US economy 
and consumer confidence and this should keep US Treasury yields in a slightly 
lower range for now (maybe 2.40-2.80 in the 10 year).  We look for tactical 
opportunities within this range and seek relative carry.  More medium-term 
however, we recognize the risk of higher rates into next year and would generally 
favour limiting overall duration exposure. 

 

 

 

   
   

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 10.31.2013 

Cumulative Performance % 

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

Fund 1.65 -2.87 3.07 n.a. -3.00 4.07 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund -2.87 0.49 1.01 n.a. n.a. 

NAVps 

 
31-July-13 30-Aug-13 30-Sept-13 31-Oct-2013 

Fund 1.0364 1.0071 1.0238 1.0407 
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Portfolio Holdings 

Holdings % of Portfolio 

Republic of Indonesia 03-04-2019 11.625% 16.5% 

US FXTN 08-15-2023 2.5%    14.9% 

ROP 10-23-2034 6.375% 14.5% 

FPT Finance Ltd. 09-28-2020 6.375% 12.4% 

Phil. Government Bond 06-04-2023 2.75% 10.8% 

SM Phil. 10-13-2017 5.5% 6.2% 

                                                                                                                              
 

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.  
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Composition of the Fund 

Bonds (75%)

Cash/Money Market (25%)

  

ATR KimEng Total Return Bond Fund 
 

October 31, 2013 www.atram.com.ph 

Portfolio Duration 5.8 
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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%   -3.00% 4.07% 
 

Performance  Risk-adjusted Returns & Statistics Portfolio Analytics* 
 2013 YTD Since launch  1 yr 3 yr Since launch Percentage of positive months 52.27% 

Fund -3.00% 4.07% Risk-adjusted return (0.53) 0.27 0.31 Average gain in positive months 0.91% 

   Standard deviation 5.26% 4.09% 3.79% Sharpe ratio 0.08 

       Jensen’s Alpha -2.97% 

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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