
Philippine stocks continued to climb in October with the main index gaining 6.35% to end 
the month at 6,585.38.  Meanwhile benchmark yields of Philippine government securities 
fell across the curve with long-term rates outperforming, down 50-85 bps.  The markets 
saw anxiety at the start of the month as the US Congress plunged the country 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. A 
deal was later announced by US Senate leaders to temporarily fund the federal 
government and raise its debt ceiling until early next year.   Relief from the resolution 
propped up the global markets, and helping our local stocks and bonds to rally. 

Moody’s Investor’s Service upgraded the Philippines’ credit rating to investment grade 
(Baa3), citing sustainable economic growth, on-going fiscal and debt consolidation, 
political stability, and improved governance. Moody’s is the third major credit rating 
agency to give the country an investment grade nod. Moody’s also revised its outlook for 
the Philippines’ government debt rating to positive, indicating the possibility of another 
upgrade in the next 12 months. 

Inflation rose in September to 2.7% after hitting a 4-year low of 2.1% the month before 
due to price pressures on food, alcoholic beverages and utility prices. The year-to-date 
inflation rate of 2.8%, however, still remained below the BSP’s target range of 3-5%. In its 
Monetary Board Meeting last October 24, the BSP maintained its key benchmark interest 
and special deposit account rates at 3.5% and 2.0%, respectively. The central bank kept 
the inflation forecast for 2013 at 3% but raised the forecast for 2014 to 4% from 3.9% and 
trimmed the forecast for 2015 to 3.4% from 3.5%. 

The country’s exports last August rose at its fastest pace in 11 months as it surged 20.2% 
year-on-year to US$4.581 billion. On a year-to-date basis, however, exports for the first 
eight months of the year fell by 0.8% to US$35.003 billion from US$35.297 billion in the 
same period last year. This is still significantly below the government’s targeted growth of 
10% for 2013. 

For bonds, we expect local yields to continue to get guidance from US Treasury rates.  We 
expect the T-bill auction early in the month to be well received given the persistently 
bullish view on the peso from off-shore participants. The 7-year 30 billion auction, 
however, could put supply pressure in that part of the curve although liquidity in the 
system is still very flush. Market participants are also looking into the complete closing of 
the SDA facility to restricted participants by the end of the month. Local fundamentals are 
still supportive of the market with inflation expected to remain benign and 3rd quarter 
GDP to surprise to the upside. 

For stocks, we expect the PSEi to consolidate with an upward bias as massive local 
liquidity and strong macro and micro fundamentals take center stage.  We anticipate 3rd 
quarter earnings results to continue to be in line with our expectations where property 
and consumer related companies lead the way in terms of growth.  We expect 3rd 
quarter GDP growth to come in better than forecast with 8% growth now a realistic 
possibility as the government infrastructure spending program gets into higher gear. 

 

                      

  
  

Investment Objective 
 
The Fund is designed to achieve growth by investing 
in Philippine bonds and equities. 
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ATR KimEng Asset Management took over management of the 
Fund effective January 1, 2012. 

 
 

 

 

Performance Overview  

 
 

 

 

Figures as of 10.31.2013 

Cumulative Performance % 

 
1 Mo 1 Yr 3 Yrs 5 Yrs YTD Since Inception 

Fund 3.25 20.39 49.19 133.85 13.48 76.61 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund 20.39 19.98 14.27 18.49 18.52 

Calendar Year Performance %  

 
2009 2010 2011 2012 

Fund 21.46 27.40 6.32 24.90 

   Note:  Performance figures are net of fees and taxes.   
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Equity Sector Exposure 

Holding Firms  15% Communication 7% 

Others 9% Mining & Oil 5% 

Property 8% Financials 5% 

Power/Utilities 7% Construction 4% 

Top Ten Holdings 
   

Holdings Asset Class % of Port. 

FXTN 0320 04-25-2016 1.625% Fixed Income 9.6% 

PLDT Company    Equity 5.7% 

Ayala Land, Inc. Equity 5.7% 

FXTN 1045 01-31-2018 5.875% Fixed Income 4.2% 

FXTN 1035 05-23-2018 2.125% Fixed Income 4.1% 

FXTN 7-49 3-31-2017 7% Fixed Income 4.1% 

Petron Corporation Equity 3.7% 

International Container Terminal Services, Inc. Equity 3.2% 

FXTN 2017 7-19-2031 8.00% Fixed Income 2.8% 

SM Prime Holdings, 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 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 

Equities (60%)

Bonds (29%)

Cash/Money Market (11%)
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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%   13.48% 76.61% 
 

  Performance Relative to Reference Benchmark  
 2009 2010 2011 2012 2013YTD Since Inception 

Fund  
21.46% 27.40% 6.32% 24.90% 13.48% 76.61% 

Benchmark  
33.50% 24.70% 8.72% 20.50% 11.11% 80.23% 

Over/under performance -12.04% 2.69% -2.40% 4.40% 2.37% -3.63% 
        

 

RISK- ADJUSTED RETURNS & STATISTICS 
 

PORTFOLIO ANALYTICS* 

 1 yr 3 yr 5 yr Since Takeover 

Risk-adjusted Return 1.86 1.27 1.78 0.86 

Information Ratio 0.71 0.22 (0.23) (0.10) 

Standard Deviation 10.35% 11.00% 9.91% 11.28% 

Tracking Error 4.26% 4.36% 4.27% 4.78% 
 

Percentage of Positive Months 63.16% 

 Average Gain in Positive Months 2.81% 

 Sharpe Ratio 0.36 

 Correlation with Reference BM  0.92 

 Beta (relative to reference BM) 0.83 

 Jensen’s Alpha (relative to reference BM) 0.27% 

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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