
The HSBC Philippine Local Currency Bond Index, increased by 0.345% for the month 
of July as investors who had been risk averse in the lead-up to the release of June 
inflation data deployed funds back into the fixed income market. We saw the 
benchmark yield curve “bull-flatten” after investors took profits from shorter-end 
issues which rallied in June to move back into the long-end of the curve. Philippine 
stocks meanwhile moved sideways during the month with the PSEi gaining a mere 
0.30%. While the index briefly touched 7,000 after a strong rally during the first 
week July, it had succumbed to profit taking and corrected to end-June levels by 
mid-month. It eventually closed at 6,864. The Services and the Industrial subsectors 
led gainers, increasing 2.34% and 1.30%, respectively. Meanwhile, the Property 
subsector declined 1.42% and the Conglomerates weakened by 1.03%.  

June inflation slowed to 4.4% after hitting a 30-month high the previous month 
(4.50% in May) as lower prices on alcoholic beverages, housing, and utilities offset 
increases in the prices of rice, sugar, and garlic. Market had been expecting a higher 
print at 4.60% and the downside surprise finally saw a rally on the beleaguered 
long-end of the curve as yields dropped by 5-7bps on the more liquid securities. The 
lower-than-expected number further boosted an early rally in the stock market as 
well. It didn’t take long however for cost-push inflation concerns to re-emerge 
given the after effects of the most recent typhoon, Glenda, particularly on the 
country’s already stressed agriculture sector. Investors quickly sold equities back to 
pre-rally levels to reflect this while on the other hand government securities and 
corporate paper continued to be bought up. Rumors of another rating upgrade by 
Moody’s, updates regarding the bond swap that could happen later this year, and 
comments from the BSP that the lower than expected June inflation print would be 
taken into consideration in their next meeting’s deliberations all contributed to 
create investor demand for higher duration.  

The central bank did end up raising policy rates at its July 31 meeting for the first 
time since May 2011. In an effort to restrain price pressures and anchor inflation 
expectations, the borrowing and lending rates were both increased by 25bps to 
3.75% and 5.75%, respectively.  Government securities lightly sold off after the 
announcement but buyers quickly clamped down on bid prices to take yields back 
to where they had been prior to the news. This indicates that the rate hike had 
been largely priced in.  

In the near term for fixed income markets, we expect the bond swap (pricing on 
Aug 19, 2014) to put pressure on the 10-year sector pushing the belly of the curve 
to steepen versus shorter dated issues. Over a longer-term horizon, we maintain 
our expectation for higher rates owing to mounting cost-push inflation pressures. 
With the underlying health of the economy, the Philippines is in a fairly good 
position to withstand future rate hikes given the central bank’s bias towards 
normalization of monetary policy to arrest so-called “second round” inflation 
effects. We expect another 25bp increase in benchmark rates before the end of the 
year. 

On the other hand, as in previous years, we anticipate August to be a weak month 
for equities with the Chinese Ghost month running from July 27 to August 24. In the 
past three years during the Ghost Month, the Philippine stock market did not 
perform well, down 8.5 percent, 2.1 percent and 3.4 percent for 2013, 2012 and 
2011, respectively. At the same time, most foreign portfolio managers will go on 
leave for their summer vacations. As it stands foreign investors were net buyers in 
July by only USD 1.2MN, significantly less than the USD 46.4MN net foreign inflow 
registered in June. Year-to-date, foreign net inflow still amounts to a little over USD 
1BN. 

While we are maintaining our neutral stance on the Balanced Fund’s asset 
allocation ie, 50% fixed income, 50% equities we are more defensively positioned in 
both asset classes. Interest rate risk exposure of the fixed income portion is kept 
low with a duration target less than 5.0 achieved through short term placements 
and corporate paper, the latter also serving to enhance portfolio yield. The equity 
portion of the fund meanwhile has increased its allocation to conviction holdings, 
making its composition slightly more off-benchmark.  The overall portfolio had 
enough cash that will allow us to re-enter positions at more attractive levels.  

 

 

                      

    

Investment Objective 
 
The Fund is designed to achieve growth by investing 
in Philippine bonds and equities. 
 

 
Fund Facts 

  

   
Fund Manager ATR AM  

   
Bloomberg Ticker PROPBAL PM  

   
Inception Date 16 July 2007   

   
Currency PHP  

   
Fund Size 56.63 Million  

   
NAVPS  1.8628  

 

ATR KimEng Asset Management took over management of the 
Fund effective January 1, 2012. 

 
 

 

 

Performance Overview  

 
 

 

 

Figures as of 7.31.2014 

Cumulative Performance % 

 
1 Mo 1 Yr 3 Yrs 5 Yrs YTD Since Inception 

Fund 0.42 0.61 44.31 107.72 6.93 80.22 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund 0.61 12.37 13.01 15.71 15.74 

Calendar Year Performance %  

 
2009 2010 2011 2012 2013 

Fund 21.46 27.40 6.32 24.90 8.30 
   Note:  Performance figures are net of fees and taxes.   
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Equity Sector Exposure 

Holding Firms  12% Mining & Oil  6% 

Others 7% Property 5% 

Power/Utilities 6% Construction 4% 

Transportation 6% Consumer 4% 

Top Ten Holdings 
   

Holdings Asset Class % of Port. 

FXTN 756 11-22-2019 3.875%  Fixed Income 10.8% 

FXTN 2017 07-19-2031 8.00%  Fixed Income 8.5% 

FXTN 751 08-18-2018 5%  Fixed Income 8.2% 

FXTN 7-57  03-20-2021 3.5 %  Fixed Income 6.7% 

International Container Terminal Services, Inc.  Equity 4.4% 

San Miguel Brewery 04-03-2017 6.05%  Fixed Income 3.3% 

Petron Corporation Equity 3.1% 

Nickel Asia Corporation  Equity 3.0% 

Phil. Retail Treasury Bond  10-24-2037 6.125%  Fixed Income 3.0% 

Ayala Land, Inc.  Equity  2.8% 

 

 

  

 

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 Optima Balance Fund, Inc. are 
not deposits or obligations of, or guaranteed or endorsed by, any financial institution and are not insured by the Philippine Depo sit 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: 15th 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 

Equities (50%)

Bonds (42%)

Cash/Money Market (8%)
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Definitions: 

Beta of a fund measures its relationship with the benchmark.  A beta of exactly 1 means that the fund’s returns generally mirror the pattern of its benchmark’s returns.   A beta of 
greater than 1 means the fund will move in the same direction as the benchmark but by a greater amount.  A beta of between zero and 1.0 implies that the fund’s NAVps should 
generally move in the same direction as the benchmark, although in lesser magnitude.  A beta of exactly zero implies that the fund’s pattern of returns is completely unrelated to the 
movement of the benchmark’s returns.  A negative beta indicates that the choice of benchmark may be inappropriate, and that a different benchmark should be selected. 

Correlation measures how closely the movements of two variables are synchronized with each other.  The maximum attainable correlation of 1.0 means that a pair of variables 
moves in perfect lockstep, in the same direction and magnitude; at the other extreme, the minimum possible correlation of -1.0 denotes that a pair of variables moves as perfect 
mirror images; meanwhile a correlation of exactly zero implies that the variables behave completely independently of each other.  In the analysis of investments, correlation 
compares the direction and magnitude of a fund’s returns with the direction and magnitude of a reference benchmark’s returns. 

Information Ratio measures how much excess return over a reference benchmark’s returns an investment has yielded relative to the variability of said excess returns over 
benchmark returns.  Information ratio is computed as the ratio of the mean of the fund’s  excess returns over  benchmark returns (i.e., the relative return) to the fund’s tracking error 
(i.e., the relative risk). 

Jensen's alpha is a measure of a fund's excess return over its expected return as computed using CAPM (Capital Asset Pricing Model).   The expected return considers the benchmark 
return, the fund's beta and the risk-free rate of return.  A value of 1% indicates that the fund beat its expected return by 1%. 

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. 

Tracking Error is a measure of how widely dispersed the fund’s  excess returns over the reference benchmark’s  returns were with respect to the mean of the fund’s  excess returns 
over  benchmark returns.  Tracking error is computed as the standard deviation of the fund’s  excess returns over  benchmark returns.  Tracking error is a measure of relative risk. 
 

 

 

 
 
 
 
 
 
 
 

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

2007 - - - - - - -3.55% -2.53% 2.42% 5.00% -2.23% 0.64% -0.52% -0.52% 

2008 -6.46% -2.72% -1.39% -3.87% 0.32% -3.97% 1.31% 1.69% -2.04% -9.46% 0.56% -0.27% -23.86% -24.26% 

2009 0.19% 0.57% 2.86% 1.16% 4.03% -0.06% 5.07% 2.50% -0.72% 1.46% 3.03% -0.32% 21.46% -8.00% 

2010 -1.11% 1.16% 3.33% 2.15% 0.16% 1.94% 1.38% 2.97% 8.95% 4.94% -4.13% 3.27% 27.40% 17.20% 

2011 -4.86% -2.59% 5.42% 5.15% -0.39% 0.72% 3.37% -0.23% -5.96% 4.72% -0.85% 2.43% 6.32% 24.60% 

2012 2.77% 3.53% 4.79% 3.13% -1.76% 1.00% 0.39% -2.90% 3.73% 2.05% 3.61% 2.40% 24.90% 55.63% 

2013 4.97% 4.14% 4.09% 2.96% -0.65% -4.02% 3.04% -3.88% -0.66% 3.25% -2.31% -2.31% 8.30% 68.55% 

2014  0.13% 2.48% 0.26% 3.16% -0.42% 0.75% 0.42%      6.93% 80.22% 
 

  Performance Relative to Reference Benchmark  
 2010 2011 2012 2013 2014 YTD Since Inception 

Fund  
27.40% 6.32% 24.90% 8.30% 6.93% 80.22% 

Benchmark  
24.70% 8.72% 20.50% 3.50% 10.00% 84.68% 

Over/under performance 2.69% -2.40% 4.40% 4.80% -3.08% -4.46% 
        

 

RISK- ADJUSTED RETURNS & STATISTICS 
 

PORTFOLIO ANALYTICS* 

 1 yr 3 yr 5 yr Since Takeover 

Risk-adjusted Return 0.12 1.34 1.52 0.82 

Information Ratio (0.50) 0.12 0.30 (0.11) 

Standard Deviation 7.33% 9.54% 9.99% 10.86% 

Tracking Error 3.49% 4.57% 3.78% 4.64% 
 

Percentage of Positive Months 63.53% 

 Average Gain in Positive Months 2.63% 

 Sharpe Ratio 0.32 

 Correlation with Reference BM  0.92 

 Beta (relative to reference BM) 0.83 

 Jensen’s Alpha (relative to reference BM) 0.19% 

Note: Risk-adjusted returns and risk statistics are all annualized.  *Since launch 
 

Asset Class Phil Fixed Income & Equities  NAVPS publication Trade date + 1 

Domicile Philippines  Investment Manager  ATR AM 

Risk & Investor Profile Moderate Risk  Transfer Agent Deutsche Bank AG, Manila Branch 

Reference Benchmark 50% PSEi & 50% HSBC Phil. Local Bond Index  Custodian Deutsche Bank AG, Manila Branch 

Management & distribution fee 1.20% p.a.  Fund Accountant Deutsche Bank AG, Manila Branch 

Type of shares Common  Auditor SGV & Co. 

Dealing frequency Daily  Website  www.myoptimafunds.com 
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