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Performance of the Global Dynamic Bond Fund (GDBF) has been exceptional in recent days and weeks, 
adding to a longer-term picture of exceptional returns achieved for modest levels of risk. This note aims to 
explain what has been driving recent returns. 
 

Net returns as at 10th Nov 2020 Sep Oct Nov 3 Mths YTD 12 Mths 2 Yrs 3 Yrs 4 Yrs S.I.* 

I EUR Hedged Returns (%) -0.75 0.45 2.42 2.11 7.27 8.64 10.56 5.97 6.16 5.39 
 Volatility (%)  - - - 4.38 8.26 7.93 5.94 4.99 4.42 4.17 
 

Reward to Risk - - - 0.48 0.88 1.09 1.78 1.20 1.40 1.29 
  

*Since inception for the I EUR Hedged Share class was 5th November 2015 
 
Source: Nomura Asset Management U.K. Ltd. Data as at 10th November 2020 and shown for the Nomura Funds Ireland Plc Global Dynamic Bond Fund I EUR Hedged share 
class, net of fees in EUR. Performance greater than 1 year has been annualised. Peer universe for comparison is the Morningstar Open Ended Funds Global Flexible Bond 
universe. Morningstar Overall Ratings relate to the Nomura Funds Ireland plc Global Dynamic Bond Fund I USD share class. Copyright © 2020 Morningstar UK Limited. All 
Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers;(2) may not be copied or distributed; and (3) is not warranted 
to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past 
performance is no guarantee of future results. 

 
 

For months now, Richard Hodges and his team have been warning of short-term risks to a longer-term 
positive picture for financial markets. A direct quote from their reporting at the end of September reads: 
 

• Our medium- to long-term view of markets remains positive – we believe that current and future 

waves of both fiscal and monetary policy will drive risk markets higher, even though economic 

recovery will take longer. 

 

• Over the next few months, a number of key uncertainties will be removed from markets. Each is likely 

to cause some volatility and then, should the results be viewed favourably, each should then lead to 

another leg higher for risk. 

 

• The US election is one such uncertainty. Although the Democratic candidate appears to have a 

healthy lead in the polls, we know that the end result does not always reflect the polls. The markets 

tend to like a Republican winner, but even if Joe Biden wins, the market will probably expect further 

stimulus regardless and, if he appoints a more centrist team, this will also likely be taken as a positive. 

 



• However, surely the greatest risk surrounds Covid… …We suspect that a vaccine that Western medical 

authorities are comfortable with will be released and distributed, but a delay to that would weigh on 

markets. Progress on a vaccine is likely to see capital markets move higher. 

 
Writing this piece on the 11th November, I am conscious that there is still potential for the US election to be 
disputed, but the markets more broadly have now moved on from election risk. The race was closer than the 
polls suggested, and there was volatility on the run-in, but that was quickly replaced by a rally as the result 
became more clear. 
 
In the last couple of days, markets have also priced-in much less Covid vaccine-related risk, after Pfizer’s very 
welcome statement regarding the progress of their clinical trials. I should stress that there remain great 
challenges ahead in distributing and administering this and/or other vaccines as they are approved, but 
nonetheless the progress seen so far is entirely in line with the GDBF team’s expectations. 
 
More importantly, the reaction of capital markets has also been entirely in line with the team’s expectations. 
As a result, the major risk positions within the Fund have performed exceptionally well through this period, 
with the Fund gaining well over 2% in November alone, and more than 7% over calendar 2020 to date. 
 
Those major risk positions include: 
 

Emerging Markets Where exposure to Russia Local Currency Sovereign debt has contributed 
strongly through both spread compression and currency movements after 
exposure to the Ruble was left unhedged. 

Subordinated 
financials 

The Fund has a significant position in the subordinated debt of European 
banks, and this exposure, diversified across Spanish, Italian and German 
institutions (amongst others) has proved positive as demand for these 
risky securities has soared  

High Yield Bonds Recently the Fund’s exposure to High Yield debt has increased, as the team 
recycled capital from falling allocations to Investment Grade securities in 
Europe in particular. Why? Investors are desperate for yield, and more so 
now, particularly in Europe where sovereign yields are negative and 
investment grade spreads are increasingly squeezed. 

 

 

Each of these allocations on their own represents risk. Together they represent substantial risk. The GDBF 
team is paid to take such risks and they will do so when and if market conditions justify them. Moreover, 
they have access to a wide range of hedging tools, and recently, these tools have been in great evidence.  
 
In early September, Richard Hodges led the team to install additional hedges to the portfolio to combat the 
short-term risks of the US election, and to reflect the recent run-up in the prices of Investment Grade bonds 
in particular. Option-based hedging (previously used to such great effect during the Covid crisis of February 
and March) was eschewed – protective options were expensive, with implied volatility high. Instead, an 
outright index CDS hedge with a notional size one third of the value of the $2.3bn Fund was deployed to 
guard against a sell-off in spreads. 
 
 
 
 
 
 



Asset Allocation – as at October 2020 
 

 
Source: Nomura Asset Management as at 31.10.2020 

 

The hedge took the Fund’s exposure to both investment grade securities and the US negative, and was a key 
driver of Fund performance in October and the first few days of November, before being cut in scale as the 
rally took hold. Although this was not the only hedge employed, it was of the greatest scale and perhaps 
gives an indication of how a truly flexible fixed income Fund can serve to protect its investors’ capital. 
 
Now these events are behind us. As mentioned above, the hedging of the Fund has been reduced, leaving 
the risky exposures of the Fund more open to deliver attractive returns in what should prove a relatively 
benign environment for risk, with central banks remaining accommodative, and major governments 
providing fiscal stimulus.  
 
With global yields at ultra-low levels and investors still clamouring for yield from their fixed income 
allocations, yet unwilling to take the risk associated with market segments that still offer those yields, 
Nomura’s Global Dynamic Bond Fund offers a compelling opportunity. 
 
If you would like to know more, please contact MarketingSupport@nomura-asset.eu or your usual 
Nomura Asset Management representative. 
 

 

Copyright © 2020 Nomura Asset Management U.K. Ltd. All rights reserved. 
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Disclosures 

This information was prepared by Nomura Asset Management U.K. Ltd. (NAM UK) from sources it reasonably believes to be accurate. This interview 
is for information purposes only on the general environment of investment conditions.  

The opinions expressed in this document and video are those of the featured speaker as of the date of publication and are subject to change at any 
time without notice. This interview may include forward-looking statements which are based on opinions, expectations and projections as of the date 
of publication. These statements are only predictions, opinions or estimates made on a general basis. Actual results could differ materially from those 
anticipated in the forward-looking statements and there is no guarantee that any projection, forecast or opinion in this material will be realised. Past 
performance does not guarantee future results.  

The information contained herein should not be construed as a recommendation of any individual holdings or market sectors. Stock and bond values 
fluctuate in price so the value of an investment can go down depending on market conditions. Emerging Markets and High Yield debt securities tend 
to be more volatile than those of more developed capital markets or investment grade securities so any investment is as greater risk. The strategy 
may invest in derivatives including (but not limited) to futures, forwards, options, swaps and swaptions. Some of these securities are exchange traded 
, others are not. Derivatives traded on an exchange are guaranteed by the exchange. Derivatives that are not exchange traded carry risk of default 
by the counterparty. Investments in securities and derivatives involve risk, will fluctuate in price and may result in losses.  

As with any forms of investment, they carry risks and this material does not have regard to the specific objectives, financial situation or needs of the 
recipient. Unless otherwise stated, all statements, figures, graphs and other information included in this document are as of the date of this document 
and are subject to change without notice. Although this report is based upon sources we reasonably believe to be reliable, we do not guarantee its 
accuracy or completeness. The contents are not intended in any way to indicate or guarantee future investment results as the value of investments 
may go down as well as up. Values may also be affected by exchange rate movements and investors may not get back the full amount originally 
invested. Further, this report is not intended as a solicitation or recommendation with respect to the purchase or sale of any investment fund or product. 
Before purchasing any investment fund or product, you should read the related prospectus and/or documentation in order to form your own assessment 
and judgment and, to make an investment decision. To the extent permitted by law, NAM UK does not accept liability for any statement, opinion, 
information or matter (express or implied) arising out of, contained in or derived from, or any omission from this document, whether negligent or 
otherwise. 

This report may not be reproduced, distributed or published by any recipient without the written permission of NAM UK. 

NAM UK is authorised and regulated by the Financial Conduct Authority. 

The fund is a sub-fund of Nomura Funds Ireland plc, which is authorised by the Central Bank of Ireland as an open-ended umbrella investment 
company with variable capital and segregated liability between its sub-funds, established as an undertaking for Collective Investment in Transferable 
Securities under the European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011. This document 
was prepared by Nomura Asset Management U.K. Ltd and is not intended for distribution to or use by any person or entity in any jurisdiction or country 
where such distribution or use would be contrary to law or regulation. The shares in the fund have not been and will not be offered for sale in the 
United States of America, its territories or possessions and all areas subject to its jurisdiction, or to United States Persons. This document is not 
intended in any way to indicate or guarantee future investment results as the value of investments may go down as well as up. Values may also be 
affected by exchange rate movements and investors may not get back the full amount originally invested. The fund may invest in Emerging Markets 
and High Yield debt securities which tend to be more volatile than those of more developed capital markets or investment grade securities so any 
investment is at greater risk. The strategy may invest in derivatives including (but not limited) to futures, forwards, options, swaps and swaptions. 
Some of these securities are exchange traded, others are not. Derivatives traded on an exchange are guaranteed by the exchange. Derivatives that 
are not exchange traded carry risk of default by the counterparty. In almost all cases (other than long positions in options), the derivatives used may 
result in losses greater than the amount of the original investment. Investors in the Nomura Funds Ireland umbrella cannot experience losses greater 
than the amount invested. At times the fund may invest in cash, near cash and / or deposits up to 100% and have derivatives exposures of up to 
100% of the fund’s assets. More details of the use of financial derivative techniques are available from the Statement of Risk Management Process 
of Nomura Funds Ireland plc. Before purchasing any investment fund or product, you should read the related prospectus and fund documentation, 
including full details of all the risks associated with it, to form your own assessment and judgement on whether this investment is suitable in light of 
your financial knowledge and experience, investment objectives and financial or tax situation and whether to obtain specific advice from an investment 
professional. The prospectus and Key Investor Information Document are available in English from the Nomura Asset Management U.K. Ltd website 
at www.nomura-asset.co.uk 

 

 

Disclaimer Nomura Asset Management Europe KVG mbH 

This document represents an advertisement material and is for information purposes only and is not  to be construed as an offer for the sale or 
purchase of securities or other instruments under capital market legislation. This document does not contain all the relevant information required by 
an investor to make an investment decision. This document does not constitute a recommendation or an offer to conclude a contract or an invitation 
to submit a contractual offer. Equally no recommendation is made to conclude a specific transaction. 
 
The information contained in this document is only intended for use by eligible counterparties within the meaning of Section 67 Subsection 4 of the 
Wertpapierhandelsgesetz (German Securities Trading Act – “WpHG”) or professional customers within the meaning of Section 31a Subsection 2 
WpHG. It is not intended for use by private customers within the meaning of Section 67 Subsection 3 WpHG. The information in this document is 
confidential and only intended for the recipient. It has not, however, been tailored for the individual situation of the recipient. As a result, such 
information may be unsuitable for the recipient and his/her investment decisions. The recipient should consider seeking and, if appropriate, obtain 
professional financial advice before making any investment decision. 
 
The evaluations presented in this document are based on information from various sources which are considered to be trustworthy by Nomura Asset 
Management Europe KVG mbH (collectively with other group companies “Nomura”). No guarantee is given in relation to the accuracy, completeness 
or currentness of the information, calculations and forecasts. Nomura does not accept liability for any loss, damage, cost or expense resulting from 
the use of or reliance on the document or other written or verbal notices and information by the recipient, including his/her executive bodies, employees, 
advisors or representatives or 
other entities. 
  
All forecasts and calculations (or statistical evaluations) are for explanatory purposes only. They are dependent upon evaluations, models and 
historical data, as well as interpretation by Nomura. The forecasts and calculations are based on subjective estimates and assumptions and do not 
constitute a prediction of future developments, and should not be construed to mean that the occurrence of one possible future result is more likely 
than the occurrence of another possible future result. 

http://www.nomura-asset.co.uk/


The content of this document is considered as minor non-monetary benefit in the meaning of MiFID II and not to be construed as legal, business or 
tax advice or as a recommendation of any kind. By issuing and distributing this document Nomura does not commit to concluding a transaction. 
 
Distribution and duplication, even in parts for the purpose of forwarding the information to third parties is only permitted after obtaining the prior consent 
of Nomura Asset Management Europe KVG mbH. This document may not be distributed to persons who are citizens of a country, or who are domiciled 
in a country in which a special licence to distribute this document is required or where the distribution of this document is forbidden. In particular, this 
document may not be distributed or transmitted to US persons or persons residing in the USA, nor be distributed in the USA. 
 
The information on specific funds in this document is not intended as an investment advice, but rather as a brief presentation summarising the essential 
characteristics and key indicators of funds from the past. This data is not an indicator of future performance.  
 
Full information on the presented funds which is relevant for an investment decision can be found in the sales prospectus, supplemented by the most 
recent annual and semi-annual report, and constitutes the only relevant basis in the event of purchasing units in the funds.  
 
The sales prospectus/ supplement to the prospectus in English language as well as the Key Investor Information Document (KIID) in German language 
of the Nomura Funds Ireland - Global Dynamic Bond Fund are available in electronic or printed form free of charge at www.nomura-asset.co.uk, 8/F, 
1 Angel Lane, London, EC4R 3AB, England or from Nomura Asset Management Europe KVG mbH, Gräfstraße 109, 60487 Frankfurt am Main, 
Germany. 
 
Performance in the past is no guarantee of future success. Exchange rate fluctuations may also affect the value of the funds. An investment in 
securities is associated with risks, which may include the potential total loss of the invested capital. The taxation of the income from the funds may be 
subject to changes in legislation or differing interpretations of the financial authorities.  
 
The opinions of and statements from Nomura Asset Management Europe KVG mbH contained in this document represent the current assessment at 
the time of publication and may change at any time without advance notice.  


