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Transcription 

Performance commentary 

The third quarter was another volatile period for fixed-income and currency markets. We had the 

Federal Reserve raising interest rates, and the Bank of England as well. This spooked government 

bond markets, but towards the end of the period, we saw emerging markets starting to stabilise as 

there was some short covering coming through towards the end of September. Our own 

performance was slightly positive during the period, principally because our low interest-rate risk 

and low credit and emerging-market exposure enabled us to clip some coupons through the whole 

three months. 

 

Activity review 

The activity on the strategy was fairly light; there wasn’t much of a need to change the strategy – 

we’d been fairly well positioned for the volatility that we’re seeing in markets at the moment. A lot 

of the positions are targeted towards the front end of the yield curves, where interest-rate risk will 

stay low, and also our exposure to risk assets such as high yield and emerging markets has also been 

kept low. High yield was probably the only area where we continued to trim the positions as the 

market stabilised through the third quarter, as we are concerned about the future outlook for 

credit, as we move into 2019.  

 

Investment strategy and outlook 

As we move into the fourth quarter we’re looking of course at the prospects for growth, economic 

growth in 2019, and also how far the Federal Reserve will continue to raise interest rates. At the 

moment it looks like growth will be strong, it looks like inflation will continue to creep higher, and 

therefore the Federal Reserve has a reason – a rationale – to continue to push up interest rates. We 

think this is challenging still for fixed-income markets and we believe are in a very gradual bear 

market for fixed income, and we’re looking to avoid, as I said before, interest-rate risk and credit 

risk as a result.  

 

And then at some point in the early part of next year the markets might start to realise that these 

extra interest-rate costs, extra wage costs, and also perhaps the extra import costs through tariffs, 

et cetera, are going to reduce margins, undermine profitability and cause some repricing of credit or 

corporate credit risk assets. At that point, we do expect government bond markets to stabilise, and 

perhaps even rally, so that rotation into safe-haven assets will become more prevalent as we move 

through 2019. For the time being, in 2018, in the last quarter of this year, it is still about a transition 

year, it is still about defending the capital and keeping the exposures fairly low until the end of the 

year. 



 
 

This video was filmed on 5 October 2018. 

Past performance is not a guide to future performance. Your capital may be at risk. The value of 

investments and the income from them can fall as well as rise and investors may not get back the 

original amount invested. You should read the Prospectus and the Key Investor Information 

Document (KIID) for each fund in which you want to invest. The Prospectus and KIID can be found 

at www.bnymellonim.com.  

Key investment risks 

• Objective/performance risk: There is no guarantee that the Fund will achieve its objectives. 

• Currency risk: This Fund invests in international markets which means it is exposed to changes in 

currency rates which could affect the value of the Fund. 

• Derivatives risk: Derivatives are highly sensitive to changes in the value of the asset from which 

their value is derived. A small movement in the value of the underlying asset can cause a large 

movement in the value of the derivative. This can increase the sizes of losses and gains, causing 

the value of your investment to fluctuate. When using derivatives, the Fund can lose significantly 

more than the amount it has invested in derivatives. 

• Changes in interest rates & inflation risk: Investments in bonds/money market securities are 

affected by interest rates and inflation trends which may negatively affect the value of the Fund.  

• Credit ratings and unrated securities risk: Bonds with a low credit rating or unrated bonds have 

a greater risk of default. These investments may negatively affect the value of the Fund. 

• Credit risk: The issuer of a security held by the Fund may not pay income or repay capital to the 

Fund when due. 

• Emerging markets risk: Emerging markets have additional risks due to less-developed market 

practices. 

• Charges to capital: The Fund takes its charges from the capital of the Fund. Investors should be 

aware that this has the effect of lowering the capital value of your investment and limiting the 

potential for future capital growth. On redemption, you may not receive back the full amount 

you initially invested. 

• Counterparty risk: The insolvency of any institutions providing services such as custody of assets 

or acting as a counterparty to derivatives or other contractual arrangements, may expose the 

Fund to financial loss.  

  



 
 

Investment performance 
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-0.26 2.03 5.04 1.05 4.10 

Performance aim 2.53 2.31 2.51 2.50 2.44 

Performance is stated gross of management fees. The impact of management fees can be material. 

A fee schedule providing further detail is available on request. The Fund aims to deliver a minimum 

return of cash (one-month sterling LIBOR) +2% per annum over 5 years before fees. In doing so, the 

Fund aims to achieve a positive return on a rolling 3-year basis. However, a positive return is not 

guaranteed and a capital loss may occur. 

Source: Newton, close of business prices, total return, income reinvested, gross of fees, in GBP, 30 September 2018. 

Important information 

This is a financial promotion. This document is for professional investors only. These opinions should 

not be construed as investment or any other advice and are subject to change. This document is for 

information purposes only. Any reference to a specific security, country or sector should not be 

construed as a recommendation to buy or sell investments in those countries or sectors. Please note 

that portfolio holdings and positioning are subject to change without notice. Issued in the UK by 

Newton Investment Management Limited, The Bank of New York Mellon Centre, 160 Queen Victoria 

Street, London, EC4V 4LA. Registered in England No. 01371973. Newton Investment Management is 

authorised and regulated by the Financial Conduct Authority. 

 


