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Key facts

Fund inception date

Liquidity

FUM

6 April 2018

Daily

AUD 25.6m

Benchmark Bloomberg Barclays

Global Aggregate

(hedged to AUD)

Investment objective

The Affirmative Global Bond Fund seeks to simultaneously create a positive and

verifiable environmental and social impact, whilst targeting a total return in excess

of the benchmark after fees over rolling three year periods, in support of the UN

Sustainable Development Goals and the global COP 21 Climate Change Accord.

Performance

1mth 3mth 6mth 1yr 2yrs 5yrs3yrs ITD

Fund (gross) (%) 0.40 2.65 2.65 - - - - 2.87

Fund (net of fees) (%) 0.35 2.51 2.37 - - - - 2.36

Benchmark (%) 0.07 2.48 2.32 - - - - 2.85

Excess return* (%) 0.29 0.03 0.06 - - - - (0.48)

BenchmarkPortfolio

Characteristics

Modified duration (years)*

Average maturity (years)

Yield to maturity

(unhedged) (%)**

Yield to maturity

(hedged) (%)†

Average coupon (%)

5.08

5.97

2.46

2.89

2.24

6.99

8.83

1.96

2.53

2.68

Average rating

Number of bonds

AA-

60

AA-

NA

Annualised tracking

error (%)††
- NA

* Modified duration is the weighted average duration of the portfolio,
taking into account potential future interest rate changes.
**Yield to maturity is the estimated annual rate of return that would be

received if the Fund's current securities were all held to their maturity and
all coupons and principal were made as contracted. Excludes cash and FX.
†Hedged yield is an estimate calculated using: normal yield (bond market

weightings x yield in each bond market) + hedged yield (interpolated yield
of the forwards as of the hedged date x weight of currency hedged).
††Tracking error is ex-post and will not be populated until a year has

passed since inception of the fund.

Impact bond allocation

Past performance is not a reliable indicator of future results.

*Calculated using the net of fees return.

Performance comment

During the month the portfolio rose 0.35% versus a benchmark return of 0.07%. The 
main driver of return in February was security selection with currency positions and 
bond market weightings having only very small contributions. The portfolio benefited 
from a lower average credit rating than the benchmark in euro denominated bonds and 
strong performance of non-government bonds. The underweight position in the 
Yen proved positive but this was balanced by poor returns from the  Australian dollar. 
Utility bonds notably performed well, particularly those of Spanish and Italian 
domiciled issuers. Since inception the portfolio has risen 2.36% (net) with the 
benchmark returning 2.85% with risk aversion in May and August and December’s 
credit market volatility impacting.

Contributors
Security selection in euro denominated bonds

Underweight position in Japanese yen

US yield curve positioning

Detractors
Underweight position in Japanese bonds

Poor performance of UK currency

Overweight position in Australian dollar

*When held SPECTRUM Aligned bonds relate to issuers that deliver

products or services in a range of sectors, where at least 50% of revenues
are generated from sectors aligned with eligible sectors (green, social, and
sustainable) and there is a clear commitment in the issuers' strategy or

mission to achieving UN SDGs. All other bonds are in our core SPECTRUM
universe, where SPECTRUM is a label for our proprietary in-house analysis
which we use to verify impact bonds.

**These are bonds that we have independently verified as having a positive
environmental or social impact, despite not being self-labelled as a
green/social/sustainable bond by the issuer.

Top 5 issuers

Fund Weight (%)

Kommunalbanken AS 8.78

European Investment Bank (EIB) 8.26

Nederlandse Waterschapsbank N.V. 7.54

Ontario, Government of 4.40

Westpac Banking Corporation 4.01



Portfolio positioningMarket update 
Government bond yields generally rose a little over the 
month. In contrast, yields of credit product fared better 
as improved sentiment led yield differentials to continue 
to narrow after January’s strong performance.  Credit 
spreads have now reversed the sharp sell-off 
experienced in the 4th Quarter of 2018. The theme of 
lower risk aversion both supported equity markets and 
credit spreads.  Emerging market bond performance in 
local currency was driven more by individual country 
issues rather than macro trends.  In terms of returns in 
local currency, emerging markets and high yield posted 
the best returns. In government markets, Japanese 
bonds posted the best local currency returns although 
the Yen fell 2.3% against the US$. Sterling was 
stronger and the A$ fell versus the US$. 

The USA posted a Q4 GDP of 2.6% representing a 
slowdown from Q3, partly driven by weaker sentiment 
associated with President Trump’s government 
shutdown.  This still represents above trend growth.  
Europe and UK were weaker with the ECB President 
noting that risks had shifted to the downside.  In the UK, 
sentiment is still suffering from Brexit concerns leading 
to weaker PMI’s.  Japanese growth rebounded from a 
very weak Q3 posting a Q4 GDP print of +1.9%. 

Robust green and social issuance volumes have 
continued, bolstered by a tap of the French government 
bond - the largest single green bond now over €16.5bn. 
Euro denominated issuance continues to be firm. Poland 
and Madrid returned to the market with sizeable issues 
and Digital Realty tapped its January debut euro issue. 
New issuers OP Corporate Bank of Finland and leasing 
and fleet management company, LeasePlan, also 
launched euro bonds. Bonds from the second telecom 
sector issuer Verizon, pulp and paper manufacturer Stora 
Enso and long dated US utility issuance indicate how the 
market continues to broaden and mature.

Credit rating allocation

Overall the portfolio is underweight weighted duration relative to the benchmark by 
1.91 years, predominantly due to the portfolios underweight position in Yen bonds (1.6 
years). 

In bond market terms, we are underweight US$ bonds by 0.4 years and overweight the 
Euro bloc by 0.3 years.  

With regards to currency, we have an underweight in US$ of 7%, but this is paired with a 
range of overweight exposures to currencies which we would expect to do well in a 
period of recovering US and global growth, including Canada, Australia, Mexico, Malaysia 
and South Africa.  In Asia, we are underweight Yen by 6%, reflecting weak nominal 
growth and unattractive yields. In Europe, we are overweight the Europe bloc by 5% 
mostly reflected in overweights in Norway and Sweden. 

In terms of specific issuer positioning, the Community of Madrid again issued as 
it steadily expands its yield curve of impact bonds. With the maturity one year longer 
than its February 2018 issue, it allowed us to switch longer and increase yield at 
attractive terms - more than implied by the yield curve alone. Finnish OP Corporate 
Bank offered good value when it issued its debut euro denominated green bond with 
an ambitious framework, allowing us to switch from  the similarly rated National 
Australia Bank at a flat yield, when European issues normally trade tighter. The 
new issue from MORHomes is helping meet investor demand for long maturity 
securities. 

Outlook and strategy

Despite some improvements, global business surveys remain disappointing 
with more marked weakness in Europe. China’s activity is also slowing, and the 
debt burden remains a concern for global markets. Global trade tensions 
continue to linger. Investors remain mindful the withdrawal of policies designed to 
boost asset prices and support economies after the 2008 crisis could be a painful 
process. The US central bank is trying to strike a balance between global 
headwinds and better domestic momentum. Its meeting minutes reflected 
a softer tone, with many committee members “not yet clear” on the path 
of monetary policy this year as inflation rates were not judged strong enough 
to justify higher rates. Other central banks remain trapped in a difficult position. 
They are anxious to normalise policy to provide scope to ease if conditions 
worsen but struggle to move away from emergency settings. With real yields 
still low, global expansion - however slow - implies risk to higher yields 
from current levels. Yield increases could be slow and uneven as central banks 
tighten then pause as investor confidence weakens at each attempt. The 
increase of European corporate bond yield spreads versus government 
rates in the last quarter of 2018 has now been largely reversed with 
spreads back to approximately where they were in October. They are likely to 
revert to the earlier pattern of slow widening, which should allow the positive 
carry of corporates to make headway again.

The outlook for impact bond issuance remains positive, with 
total issuance expected to be in the $200bn region again during 2019.  We 
continue to expect more diversity of issuer by type and across rating categories.

Currency allocation

Active FX Exposure (MV%)
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The benchmark is 100% hedged to AUD

AAA 32.9%

AA 27.1%

A 25.3%

BBB 11.5%

Cash 3.1%

Below BB 0.0%

Weights are absolute

Values may not sum exactly to 100% due to rounding

Sector allocation

Corporates 51.0%

Government Agencies 22.2%

Supranational 14.3%

Municipal/Provincial Bds
8.2%

Cash, Synthetic Cash, + All
FX 3.1%

Government Bonds 1.3%

Weights are absolute

Values may not sum exactly to 100% due to rounding
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To find out more about this Fund, please contact your

local Business Development Manager, Adviser Services on

13 18 36 (8am to 7pm Sydney time) or visit

colonialfirststate.com.au/investments

AIM is a strategic Alliance

Partner of Colonial First

State (CFS)

This document is being furnished on a confidential basis for discussion purposes only to a limited number of persons who may be interested in

this type of investment and limited to those classified as eligible counterparties and professional clients. They are not available to retail clients.

This document does not create any legally binding obligations on the part of Affirmative. Neither the information nor any opinion expressed in

this document constitutes an offer, an invitation to offer, solicitation or a recommendation to enter into any transaction. The information in this

document does not purport to be all inclusive or to contain all of the information that a recipient may deem material to its decision to invest. Any

summaries of documents should not be relied on and references should be made to the full document. The information contained in this

document is subject to change.

This document is not intended to be, nor should it be construed or used as an offer to sell, or a solicitation of any offer to buy shares or interests

in any fund managed by Affirmative Investment Management Partners Limited. If any offer is made, it shall be pursuant to a definitive

Confidential Private Offering Memorandum prepared by or on behalf of a specific hedge fund which contains detailed information concerning the

investment terms and the risks, fees and expenses associated with an investment in that hedge fund. Neither the Financial Conduct Authority

(FCA) United States Securities and Exchange Commission (SEC) nor any state securities administrator has approved or disapproved, passed on,

or endorsed, the merits of these securities.

Nothing in this document constitutes accounting, legal, regulatory, tax, financial or other advice. Recipients should form their own assessment

and take independent professional advice on the suitability and merits of investment and the legal, regulatory, tax and investment consequences

and risks of doing so. Affirmative accepts no responsibility to any person for the consequences of any person placing reliance on the content of

this information for any purpose.

The information contained in this document, including any data, projections and underlying assumptions, are based upon certain assumptions,

management forecasts and analysis of information available as at the date hereof and reflects prevailing conditions and Affirmatives views as of

the date of the document, all of which are accordingly subject to change at any time without notice, and Affirmative is under no obligation to

notify you of any of these changes. In preparing this document, Affirmative has relied upon and assumed, without independent verification, the

accuracy and completeness of all information available from public sources or which has been otherwise obtained and reviewed by Affirmative in

preparing this document. While the information provided herein is believed to be reliable, Affirmative makes no representation or warranty

whether express or implied, and accept no responsibility for, its completeness or accuracy or reliability. Affirmative shall not be liable for any loss

or damage, whether direct, indirect or consequential suffered by any person as a result of any errors in or omissions from the document (or other

information) or as a result of relying on any statement contained in this document (or other information).

Past performance information contained in this document is not an indication of future performance. It has not been audited or verified by an

independent party and should not be seen as any indication of returns which might be received by investors in the Fund. Similarly, where

projections, forecasts, targeted or illustrative returns or related statements or expressions of opinion are given (Forward Looking Information) they

should not be regarded by any recipient of this document as a guarantee, prediction or definitive statement of fact or probability. Actual events

and circumstances are difficult or impossible to predict and will differ from assumptions. A number of factors, in addition to any risk factors

stated in this document, could cause actual results to differ materially from those in any Forward Looking Information. There can be no assurance

that the Funds investment strategy or objective will be achieved or that investors will receive a return of the amount invested.

Affirmative Investment Management Partners Limited

Authorised and Regulated by the Financial Conduct Authority FRN 658030, the SEC CRD Number 282138

Registered in England & Wales no. 09077671

Registered Office 150 Aldersgate Street, London EC1A 4AB




