
Yields on government securities dropped in October as a lower inflation print 
coupled with lower inflation expectations led the market to price a pause in 
the BSP’s (Central Bank) tightening measures. The long-end of the curve led 
the rally and moved down by more than 20bps across securities with 
maturities longer than 15years while short-dated securities improved by 
10bps to 15bps. 

September inflation slowed to 4.4% (versus forecast of 4.50%) as consumer 
prices inched higher by a mere 0.07%, the lowest rate in 6months.  Monthly 
gains in food prices (7.36% yoy, 0.19% mom) and clothing (3.56% yoy, 0.22% 
mom) offset the decline in transport (0.71% yoy, -0.16% mom) and utilities 
(2.19% yoy, -0.23% mom) due to the cuts in gasoline pump and kerosene 
prices. Core inflation remained unchanged mom at 3.4%. 

At its policy meeting, the BSP chose not to administer further tightening 
measures, leaving both the SDA and Overnight Policy rates at 2.5% and 4% 
respectively. While market had priced in the pause, additional comments 
from BSP officials that inflationary pressures appeared to be well in hand led 
to speculation that the BSP may choose to pause at the last MB meeting of 
the year in December and saw yields drop further to close at their lows for 
the month. 

The Bureau of Treasury held a 3-year auction where it reissued the 3-year 
benchmark FXTN 03-21. We saw decent demand at the auction with the 
issue more than 2x oversubscribed, seeing 53.53 B in bids tendered for the 
25.0 B issue size. It was fully awarded at an average yield of 2.51%, with a 
low of 2.45% and a high of 2.574%, in-line with market expectations. 

With inflationary concerns seemingly in the rear-view mirror and global 
growth concerns pushing back the timeline for a rate increase in the U.S., it 
feels like there’s little that could cause a drastic sell-off locally. We are at 
year-low levels at the moment though and may see some pullback on yields 
as some investors choose to take profit. However, we view any dips as 
potential buying opportunities, maintain our core positions on the belly and 
long-end of the curve and continue to remain constructive on local FI for the 
time being.   

 

                      

  
  

Investment Objective 
 
The Fund is designed to achieve stable returns by 
investing in fixed income securities issued by the 
Philippine government and select companies. 
 

 
Fund Facts 

  

   

Fund Manager ATR AM 
 

   

Bloomberg Ticker PRULFIX PM 
 

   

Inception Date 3 January 2005 
  

   

Currency PHP 
 

   

Fund Size 27.84  Million 
 

   

NAVPS  1.9514 
 

   

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

 
 
 

 

Performance Overview  

 
 

 

 

Figures as of 10.31.2014 

Cumulative Performance % 

 
1 Mo 1 Yr 3 Yrs 5 Yrs YTD Since Inception 

Fund 0.81 0.55 21.16 29.70 0.94 92.22 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund 0.55 6.64 6.61 5.56 5.34 

Calendar Year Performance %  

 
2009 2010 2011 2012 2013 

Fund 3.69 5.12 2.88 7.81 10.18 

   Note:  Performance figures are net of fees and taxes.   
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Top Holdings 

  

Holdings % of Port. 

FXTN 2017 07-19-2031 8.00%  23.5% 

FXTN 1059 08-20-2024 4.125%  21.9% 

FXTN 7-57 03-20-2021 3.5 %  20.1% 

FXTN 756 11-22-2019 3.875%  4.7% 

Filinvest Development Company 01-24-2024 6.1458%  3.6% 

San Miguel Brewery 04-02-2021 5.50%  3.4% 

Ayala Corporation 05-11-2027 6.875%  1.9% 

JG Summit Holdings, Inc. 08-27-2019 5.2317%  1.8% 

San Miguel Brewery 04-03-2019 10.50%  0.8% 

  

 

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 Prudentialife Fixed Income 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 

FXTN (70%)

Corporate Bonds (12%)

Cash (18%)
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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. 

Duration is a measure of a bond portfolio’s sensitivity to interest rate changes. The longer the duration, the more the porfolio’s value will go up (or down) when interest rates move 
down (or up). 

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 

2005 0.57% 0.56% 0.56% 0.67% 0.63% 0.78% 1.12% 0.53% 0.30% 2.69% 5.54% 2.71% 17.87% 17.87% 

2006 2.37% 3.65% 6.06% 2.44% -0.37% -1.61% 1.61% 2.30% 1.83% 2.08% 4.69% 1.42% 16.62% 37.46% 

2007 -1.15% 2.13% 0.06% -0.50% 1.13% -1.54% 0.62% -0.06% 1.91% 1.24% 1.24% 2.33% 7.58% 47.88% 

2008 1.08% -2.59% -0.10% -1.69% -0.22% -0.30% 0.24% 1.17% -0.55% -4.35% 2.91% 1.25% -3.32% 42.98% 

2009 2.29% -0.01% 0.26% 0.27% 0.08% 0.05% 0.29% 3.46% -3.05% 0.09% 0.09% -0.05% 3.69% 48.26% 

2010 0.19% 0.18% 0.14% -0.02% 0.10% 0.23% 0.10% 1.02% 1.13% 1.29% 0.48% 0.17% 5.12% 55.84% 

2011 -3.22% -0.76% 0.99% 2.20% -0.62% 0.87% 0.81% 1.48% -0.97% 1.14% 0.28% 0.77% 2.88% 60.32% 

2012 0.42% 1.78% -0.95% 0.13% -0.67% 0.92% 2.13% 0.17% 0.43% 0.98% 1.91% 0.35% 7.81% 72.84% 

2013 2.29% 1.64% 4.58% 0.04% -0.78% -0.89% 2.97% -1.08% -0.37% 1.88% -0.19% -0.20% 10.18% 90.44% 

2014  -0.96% 0.41% 0.31% -0.21% 0.74% -0.35% 0.24% -0.21% 0.16% 0.81%   0.94% 92.22% 
 

  Performance Relative to Reference Benchmark  
 2007 2008 2009 2010 2011 2012 2013 2014 YTD Since Inception 

Fund  7.58% -3.32% 3.69% 5.12% 2.88% 7.81% 10.18% 0.94% 92.22% 

Benchmark  5.76% 1.63% 8.20% 12.09% 12.82% 8.92% 5.20% 5.94% 157.23% 

Over/under performance 1.82% -4.94% -4.50% -6.97% -9.95% -1.11% 4.98% -5.00% -65.01% 
           

 

RISK- ADJUSTED RETURNS & STATISTICS 
 

PORTFOLIO ANALYTICS* 

 1 yr 3 yr 5 yr Since Takeover 

Risk-adjusted Return 0.34 1.56 1.33 1.07 

Information Ratio (0.55) (0.34) (0.92) (0.64) 

Standard Deviation 1.65% 4.16% 3.97% 6.40% 

Tracking Error 4.06% 4.82% 4.02% 4.72% 
 

Percentage of Positive Months 72.03% 

 Average Gain in Positive Months 1.28% 

 Sharpe Ratio 0.11 

 Correlation with Reference BM  0.74 

 Beta (relative to reference BM) 0.71 

 Jensen’s Alpha (relative to reference BM) -1.93% 

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

Asset Class Phil Fixed Income  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 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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