
Benchmark yields for Philippine government securities ended September mixed as 
the short-end of the curve closed higher while the long-end closed slightly lower. 
Bonds initially rallied when the US Federal Reserve decided to defer the tapering 
of its bond-buying program, with the long-end falling 15-20 basis points. However, 
the euphoria abated soon after as the possibility of a US government shutdown 
due to an impasse on the US budget weighed on investor sentiment. 
 
Consumer prices in the country rose 2.1% YoY in August, lower than the 
Bloomberg consensus estimate of 2.4% and the slowest print for the year so far. 
This brought the figure to a year-to-date average inflation to 2.8%, still below the 
3%-5% inflation rate target set by the BSP for the year. 
 
Meanwhile, monetary authorities decided to maintain key interest rates and kept 
the overnight borrowing and lending rates at record low levels of 3.5% and 5.5%, 
respectively. The BSP’s Special Deposit Account (SDA) rates were also kept 
unchanged at 2% for all tenors. 
 
The Philippines posted its widest budget gap for the first seven months of this 
year as the government accelerated spending in infrastructure and social projects. 
The budget deficit for July reached P53.22 billion, which brought the shortfall for 
the first seven months to P104.51 billion. For the month of July, government 
expenditures amounted to P197.84 billion, an increase of 21.7% from a year ago, 
while revenue collections reached P144.62 billion, up 17.3%. 
 
Government borrowings dropped 27.46% in July to Php50.305 billion from 
Php69.35 billion in the same period last year, bringing the seven-month total to 
Php297.38 billion, or 39.4% lower year-on-year. Domestic borrowings accounted 
for most of the total debt at Php272.03 billion. This was lower by 25% from the 
Php363.05 billion figure posted a year earlier. Foreign borrowings also fell during 
the period to Php25.35 billion from Php93.76 billion. Government borrowings 
have significantly slowed in the past months due to ample supply of liquidity, 
especially in the domestic market. 
 
Markets will continue to focus on external risks emanating from the US, with 
investors grappling with the possibility of the US Federal Reserve tapering bond 
purchases, amidst uncertainty over the debt ceiling issue.  Local markets should 
be supported by the strong fundamentals with inflation still well below the central 
bank’s target range of 3-5% and growth prospects strong with GDP above 7%.   
The auction schedule released for the 4th quarter will see supply of fresh short-
term bills, 5, 7 and 20 year bonds which we expect to be comfortably absorbed by 
the market.   Given external risks, however, we think bonds will be hard-pressed 
to rally and maintain our underweight duration relative to benchmark. In the 
meantime, we favour holdings of 3 to 5 year tenors.  Market participants could 
also be sidelined by a change in the trading convention of local government 
securities by the middle of October.   
 

 

 

                      

  
  

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 157.39 Million 
 

   

NAVPS  1.9049 
 

   

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

 
 

 

 

Performance Overview  

 
 

 

 

Figures as of 9.30.2013 

Cumulative Performance % 

 
1 Mo 1 Yr 3 Yrs 5 Yrs YTD Since Inception 

Fund -0.37 12.11 22.75 30.79 8.56 87.64 

Annualized Performance % 

 
1 Yr 2 Yrs 3 Yrs 4 Yrs 5 Yrs 

Fund 12.11 9.37 7.07 6.10 5.51 

Calendar Year Performance %  

 
2008 2009 2010 2011 2012 

Fund -3.32 3.69 5.12 2.88 7.81 

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

  

Holdings % of Port. 

FXTN 1035 05-23-2018 2.125% 24.8% 

FXTN 0320 04-25-2016 1.625% 13.3% 

FXTN 1045 01-31-2018 5.875% 9.9% 

FXTN 25-8 12-16-2035 8.125% 8.6% 

Phil. Retail Treasury Bond 10-24-2037 6.125% 7.1% 

FXTN 7-48 01-27-2016 7% 6.9% 

FXTN 2017 07-19-2031 8.00% 4.2% 

San Miguel Brewery 04-03-2014  8.875% 4.1% 

Ayala Corporation 05-11-2027 6.875% 0.4% 

  

 

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.  

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 
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Composition of the Fund 

Cash (21%)

FXTN (68%)

Corporate Bonds (4%)

RTB (7%)

Portfolio Duration 4.38  
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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%    8.56% 87.64% 
 

  Performance Relative to Reference Benchmark  
 2006 2007 2008 2009 2010 2011 2012 2013YTD Since Inception 

Fund  16.62% 7.58% -3.32% 3.69% 5.12% 2.88% 7.81% 8.56% 87.64% 

Benchmark  21.59% 5.76% 1.63% 8.20% 12.09% 12.82% 8.92% 6.90% 146.76% 

Over/under performance -4.97% 1.82% -4.94% -4.50% -6.97% -9.95% -1.11% 1.66% -59.12% 
           

 

RISK- ADJUSTED RETURNS & STATISTICS 
 

PORTFOLIO ANALYTICS* 

 1 yr 3 yr 5 yr Since Takeover 

Risk-adjusted Return 2.00 1.45 1.09 1.11 

Information Ratio 0.19 (0.75) (0.93) (0.66) 

Standard Deviation 5.82% 4.80% 5.05% 6.72% 

Tracking Error 6.82% 4.46% 4.86% 4.80% 
 

Percentage of Positive Months 74.29% 

 Average Gain in Positive Months 1.33% 

 Sharpe Ratio 0.14 

 Correlation with Reference BM  0.75 

 Beta (relative to reference BM) 0.74 

 Jensen’s Alpha (relative to reference BM) -2.08% 

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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