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Performance and markets 

Bond markets have moved to price in aggressive G7 rate cuts. That has supported most fixed income 
assets as well as giving a fillip to other investment classes. Total returns for the month were strong, 
continuing the trend of the third quarter. By the end of September markets had priced in US “terminal” 
Funds rate close to 2.75% by early 2026. This would represent a lower low than at any time from 1950 to 
2000 but be in line with experience of the past 25 years. We remained a bit sceptical and kept overall fund 
risk less than index. However, we posted a small index 
gain (net) from successfully exploiting market volatility 
and through credit positioning.  

 

Key performance drivers  

The fund returned 1.25% against an index return of 1.23%. The majority of returns came from rising 
capital values as yields fell in response to central bank action. The excess return has been attributed as 
follows using an estimated top-down methodology.  

 

Total excess return for the month: +2bps 

Contribution Positioning comments 

Duration -20bps • The fund averaged around 5 years duration, roughly 1.5 years shorter 
than index. Core G7 markets are priced for shallow recession. Data and 
central bankers do not agree. 

Curve +10bps • If data deteriorates and central banks do cut really aggressively then 
short dated bonds will outperform. To an extent this “curve steepening” 
position counterbalances duration. If we had not had it, we would have 
had more outright duration risk. 

Geography +5bps • We remained overweight Western markets. US and German bonds are a 
little “higher beta” than Japan, which we continue to avoid – a theme: had 
we owned Japan, we would have had more duration (but little more actual 
risk!). 

Asset 
allocation 

+5 bps • Credit spreads did little over the quarter. A modest drift wider in Europe 
(thanks to huge supply) was more than offset by positive carry.  

Credit sector/ 
security 
selection: 

+2 bps • No exposure to Autos which had a torrid month. 

• Little exposure to French credit which continued to leak wider. 

• Overweight defensive sectors and real estate which both outperformed. 

 

 

 

 

Returns to (%, US$) Fund1 Index2 

September 24 1.25% 1.23% 

Since Inception 6.36% 5.09% 

David Roberts 

Co-portfolio Manager 

Alex Ralph  

Co-portfolio Manager 

Markets were in a buoyant mood in September, much 
like a politician in receipt of free Taylor Swift tickets. A 
50bps interest rate cut by the Fed drove most markets 
higher as investors grew more hopeful of further large 
cuts this year. Chinese stimulus towards the end of the 
month drove short covering in some downtrodden 
cyclical sectors. 
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Positioning recap and outlook 

Total portfolio: Yield = 4.51% (% exc. Futures), Duration = 5.04 years, ESG rating: A 

Rates (weight = 28.3% (52.2% inc. Futures), yield = 4.34%, duration = 2.54 years) 

Positioning in 
sovereign bonds 

Fund Expected fund range Index 

28.3% 30 - 40% 53% 

Investment 
perspectives 

Valuations3 

Short term expensive, 

Longer term fair. 

Fundamentals 

Short term neutral, 

Medium term supportive. 

Technicals 

Negative as positioning 
moved “long” - who is left 
to buy? 

• At one stage eleven US rate cuts were expected. 

• The Fed obliged and cut 50bps at the September meeting. 

• We benefitted from an overweight to G7 (ex Japan). 

 

Credit (IG: weight = 54.7%, yield= 4.54%, duration = 4.82 years) 

(HY: weight = 12.5%, yield= 6.36%, duration = 2.57 years)  

 

Positioning in 
credit 

Fund  Expected fund range Index 

Investment grade: 
54.7% 

20-60% 19%* 

High yield: 12.5% 20-30% 0% 

Investment 
perspectives 

Valuations 

Some areas are starting 
to reflect a challenging 
manufacturing sector, 
but overall market 
remains expensive. 
Single As screen 
relatively cheap. 

Fundamentals 

Fundamentals remain 
solid but pockets of 
weakness within the 
manufacturing sector. 
Autos in particular face 
mounting headwinds. 

Technicals 

Significant issuance this 
month prevented 
spreads from tightening, 
but demand remains 
solid. 

*”Pure” IG credit. Add in Structured, Agency and EM and the index has 47% 

•  European spreads weakened a little after huge supply weighed on the market. Auto spreads blew out 
after several profit warnings hit the sector on the back of disappointing EV sales. Other cyclical sectors 
including Luxury and Miners gained after China stimulus measures induced short covering. US spreads 
remained stable. 

Portfolio changes and where next 

There is a lot in the price for bonds now. US yields touched 3.6%, UK close to 3.75% before selling off a 
little into month end. We need to see more evidence that the US will cut to below 3% in less than 18 
months, economic data remains robust so if the market sells off a little (for example US moving close to 
4%, UK to 4.25%) we would use that modest weakening to add. Within credit, we moved spread duration 
a little longer in anticipation of further curve optimisation trades as rates begin to ease. We cut our UK 
bank exposure due to upcoming budget concerns coupled with expensive valuations. We continue to look 
for opportunities to switch out of some of our lower rated investment grade holdings into single A’s, to take 
advantage of compressed spreads between the two ratings. 
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What to watch out for next month

Contribution and positioning information as at 30th September 2024. Yield shown is yield to worst. Source: Nedgroup Investments 

1 Fund returns are in US$ based on Class D Accumulation, net of fees. Source: Morningstar 

2 Index returns in US$ based on Bloomberg Global Aggregate Total Return Index (hedged to US$). Source: Morningstar 

3 Valuations are based on a medium-term outlook. For government bonds, this is determined by market returns (beta) relative to 
inflation/inflation expectations and real growth. For corporates, this is determined by adjusting expected excess returns for risk (default and 
volatility). Valuation based strategic positioning may be adjusted for shorter term technical or fundamental economic factors. 

 

Contact us 

Email: Clientsolutions@nedgroupinvestments.com 

London: 7th Floor, 12 Arthur Street, EC4R 9AB, +44 (0) 7960 901396 

 

Disclaimer 

This is a marketing communication Please refer to the prospectus, the key investor information documents (the 
KIIDs/ PRIIPS KIDs) and the financial statements of Nedgroup Investments Funds plc (the Fund) before making 
any final investment decisions. 

These documents are available from Nedgroup Investments (IOM) Ltd (the Investment Manager) or via the 
website: www.nedgroupinvestments.com. 

This document is of a general nature and intended for information purposes only, it is not intended for distribution to 
any person or entity who is a citizen or resident of any country or other jurisdiction where such distribution, 
publication or use would be contrary to law or regulation.  Whilst the Investment Manager has taken all reasonable 
steps to ensure that this document is accurate and current at the time of publication, we shall accept no 
responsibility or liability for any inaccuracies, errors or omissions relating to the information and topics covered in 
this document.   

The Fund is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is authorised as a UCITS 
pursuant to the European Communities (Undertakings for Collective Investment in Transferable Securities) 
Regulations 2011 as amended and as may be amended, supplemented, or consolidated from time-to-time and any 
rules, guidance or notices made by the Central Bank which are applicable to the Fund.  The Fund is domiciled in 
Ireland.  Nedgroup Investment (IOM) Limited (reg no 57917C), the Investment Manager and Distributor of the 
Fund, is licensed by the Isle of Man Financial Services Authority.  The Depositary of the Fund is Citi Depositary 
Services Ireland DAC, 1 North Wall Quay, Dublin 1, Ireland. The Administrator of the Fund is Citibank Europe plc, 1 
North Wall Quay, Dublin 1, Ireland. 

The sub-funds of the Fund (the Sub-Funds) are generally medium to long-term investments and the Investment 
Manager does not guarantee the performance of an investor's investment and even if forecasts about the expected 
future performance are included the investor will carry the investment and market risk, which includes the possibility 
of losing capital.  

The views expressed herein are those of the Investment Manager / Sub-Investment Manager at the time and are 
subject to change. The price of shares may go down as well as up and the price will depend on fluctuations in 

Rates: Will the ECB deliver another rate cut? 

Markets now expect so – hence our (perhaps 

temporary) move slightly underweight EU rate 

risk. Will the UK Budget create another “Liz 

Truss” buying opportunity or just lead to 

further gentle Gilt market under performance? 

Could we move overweight gilts for the first 

time since launch?  

Credit: Supply should ease off over the 

coming weeks creating a stronger technical 

backdrop. Autos and other cyclical sectors are 

repricing quite quickly. We will continue to 

monitor and wait for a reasonable entry point, 

where risks are better reflected in spreads. 

mailto:Clientsolutions@nedgroupinvestments.com
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financial markets outside of the control of the Investment Manager.  Costs may increase or decrease as a result of 
currency and exchange rate fluctuations.  If the currency of a Sub-Fund is different to the currency of the country in 
which the investor is resident, the return may increase or decrease as a result of currency fluctuations.  Income 
may fluctuate in accordance with market conditions and taxation arrangements.  As a result an investor may not get 
back the amount invested. Past performance is not indicative of future performance and does not predict future 
returns. The performance data does not take account of the commissions and costs incurred on the issue and 
redemption of shares.   

Fees are outlined in the relevant Sub-Fund supplement available from the Investment Manager’s website. 

The Sub-Funds are valued using the prices of underlying securities prevailing at 11pm Irish time the business day 
before the dealing date.  Prices are published on the Investment Manager’s website.  A summary of investor rights 
can be obtained, free of charge at www.nedgroupinvestments.com. 

Distribution : The prospectus, the supplements, the KIIDs/PRIIPS KIDS, constitution, country specific appendix as 
well as the annual and semi-annual reports may be obtained free of charge from the country representative and the 
Investment Manager. The Investment Manager may decide to terminate the arrangements made for the marketing 
of its collective investment undertakings in accordance with Art 93a of Directive 2009/65/EC and Art 32a of 
Directive 2011/61/EU. 

U.K: Nedgroup Investment (UK) Limited (reg no 2627187), authorised and regulated by the Financial Conduct 
Authority, is the facilities agent.  The Fund and certain of its sub-funds are recognised in accordance with Section 
264 of the Financial Services and Markets Act 2000.  

Isle of Man: The Fund has been recognised under para 1 sch 4 of the Collective Investments Schemes Act 2008 of 
the Isle of Man.  Isle of Man investors are not protected by statutory compensation arrangements in respect of the 
Fund. 

Switzerland: the Representative is Acolin Fund Services AG, Maintower, Thurgauerstrasse 36/38, 8050 Zurich, 
Switzerland, whilst the Paying agent is Banque Heritage SA, Route de Chêne 61, CH-1211 Geneva 6. Nedgroup 
Investments (IOM) Limited is affiliated to the Swiss ombudsman: Verein Ombudsstelle Finanzdienstleister (OFD), 
Bleicherweg 10, CH-8002 Zurich. 

 


