
  For professional clients only 
May 2022 

Monthly Perspectives 
Fixed Income  

  1 

Not for Retail distribution: this document is intended exclusively for Professional, Institutional, Qualified or Wholesale 
Investors / Clients, as defined by applicable local laws and regulation. Circulation must be restricted accordingly 

 

AXA Global Strategic 

Bond Fund 

No hiding place for global 

fixed income 
• Central banks continued to raise interest rates in both the US and UK, pushing yields higher 
• We are improving the overall credit quality of the portfolio as the growth outlook weakens 
• Our medium-term outlook for bond returns remains positive, even with more pain ahead 
 

Nick Hayes   
Portfolio Manager, AXA Global Strategic Bond Fund 

What’s happening? 

• Inflation data remained elevated, bond yields moved 
higher and central banks continued to move towards 
tighter financial conditions. 

• The Federal Reserve raised interest rates by 50bps to 1%, 
while the Bank of England increased rates once again by 
25bps to 1%. This drove US 10-year yields through 3%, 
although they found some support mid-month to rally 
lower. UK 10-year gilts also bounced off 2% levels while 
German 10-year government bonds went through 1% – the 
first time markets have seen this since 2014. 

• Despite the rising inflation and higher yield environment, 
we saw growth and housing data weakness in the US. 
Chinese data disappointed as the impact of heavy 
lockdowns and zero covid policy brought to bear. Finally, 
we saw disappointing earnings from some major US 
retailers. 

• Credit spreads posted a rally towards month-end as government bond yields stabilised but still posted negative total 
returns during May. 

 

Fund in focus 

Assets under management £76m 

Duration 5.00 yrs 

Yield (GBP Hedged)1 5.01% 

Running yield1 3.62% 

Spread to government2 268 

Number of holdings 229 

Launch date 19/10/2020 

Net performance (GBP) 

One month -1.35% 

Three months -4.62% 

2022 YTD -7.94% 

Since launch (cumulative) -7.48% 
Source: AXA IM as at 31/05/2022. The data is shown for the 
AXA Global Strategic Bond Fund. Performance is based on the 
Z share class net of ongoing charges (53bps), dividends 
reinvested. Past performance is not a reliable indicator of 
future results. 
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Portfolio positioning and performance 

• Defensive (34%): we added short-dated US duration during the month as markets speculated that the Fed may move 
towards a pause in the second half of the year. We continued to hold elevated cash across the portfolio as the 
outlook looks increasingly uncertain. 

• Intermediate (33%): unchanged exposure during the month as the high-quality credit portion of the portfolio found 
some support during May after heavy losses year-to-date. Our concentration in BBB-rated credit had previously been 
hit by a combination of weakness in both interest 
rate and credit sensitivity, but our 10% US credit 
exposure performed strongly during May. 

• Aggressive (34%): having recently reduced some 
exposure to high yield cash bonds, we further 
enhanced this more defensive credit position 
through a CDS hedge. This will reduce the credit 
beta of the portfolio should volatility pick up over 
the summer. 

Outlook 

• Fixed income total returns have suffered their 
worst ever start to a year since most relevant 
benchmarks have been established. With elevated 
inflation, central banks behind the curve and 
markets showing very little confidence, the period 
of volatility looks to be with us for the foreseeable 
future.   

• We have started to improve the quality of the 
portfolio in the last few months. Increasingly it 
looks to us like government bonds and higher 
quality credit offer better risk-reward, as markets 
will likely start to focus on a weakening of the 
global economy. But for the moment, the short-
term focus is on trying to find confidence that 
inflation has peaked and that central banks are in 
control of the situation.  

• The medium-term prospects for positive fixed 
income returns seem realistic, but the short-term 
outlook is murkier than ever with little confidence 
that bond yields have found a clearing level. Once 
that happens, we expect spreads to perform well, 
but that might not be until later in the year. 

Portfolio breakdowns 

Defensive breakdown 33.5% 

US Government Bonds 13.1% 

Core Europe Government Bonds 8.8% 

Rest of World Governments 0.0% 

Inflation-Linked Bonds 6.9% 

Cash 4.7% 

 

Aggressive breakdown 33.5% 

Emerging Markets (HC 8.5%/LC 0%/FX 0%) 8.5% 

US High Yield 17.7% 

European High Yield 7.2% 

 

Derivatives breakdown -7.4% 

Bond Futures 2.8% 

Credit Default Swaps -10.2% 

 

Strategy breakdown  

Defensive 33.5% 

Intermediate 33.0% 

Aggressive 33.5% 

Total 100.0% 

 

Intermediate breakdown 33.0% 

US IG Credit 10.0% 

Euro & Sterling IG Credit 23.0% 

Periphery Governments 0.0% 
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Credit rating breakdown 

Source: AXA IM as at 31/05/2022.  

(1) Yield figures quoted will vary in the future and are not guaranteed.  

(2) Average credit spread relative to government bonds. 

No assurance can be given that the AXA Global Strategic Bond 
Fund will be successful. Investors can lose some or all of their 
capital invested. The AXA Global Strategic Bond Fund is subject 
to risks including counterparty risk, derivatives risk, geopolitical 
risk, interest rate risk, securitised assets or CDO assets risk, 
emerging market risk, liquidity risk, credit risk, risks linked to 
investments in sovereign debt, high yield bonds risk and 
contingent convertible bonds (“CoCos”) risk. Further explanation 
of the risks associated with an investment in this fund can be 
found in the prospectus. 
 

 
Not for Retail distribution: This document is intended exclusively for Professional, Institutional, Qualified or Wholesale 
Clients / Investors only, as defined by applicable local laws and regulation. Circulation must be restricted accordingly. 

This promotional communication does not constitute on the part of AXA Investment Managers a solicitation or 
investment, legal or tax advice. This material does not contain sufficient information to support an investment decision. 

Due to its simplification, this document is partial and opinions, estimates and forecasts herein are subjective and subject 
to change without notice. There is no guarantee forecasts made will come to pass. Data, figures, declarations, analysis, 
predictions and other information in this document is provided based on our state of knowledge at the time of creation 
of this document. Whilst every care is taken, no representation or warranty (including liability towards third parties), 
express or implied, is made as to the accuracy, reliability or completeness of the information contained herein. Reliance 
upon information in this material is at the sole discretion of the recipient. This material does not contain sufficient 
information to support an investment decision. 

Before making an investment, investors should read the relevant Prospectus and the Key Investor Information Document 
/ scheme documents, which provide full product details including investment charges and risks. The information 
contained herein is not a substitute for those documents or for professional external advice.  

The products or strategies discussed in this document may not be registered nor available in your jurisdiction. Please 
check the countries of registration with the asset manager, or on the web site https://www.axa-im.com/en/registration-
map, where a fund registration map is available.  Please note that the management company reserves the right, at any 
time, to no longer market the product(s) mentioned in this communication in the European Union country by 
notification to its authority of supervision in accordance with European passport rules. In particular units of the funds 
may not be offered, sold or delivered to U.S. Persons within the meaning of Regulation S of the U.S. Securities Act of 
1933. The tax treatment relating to the holding, acquisition or disposal of shares or units in the fund depends on each 
investor’s tax status or treatment and may be subject to change. Any potential investor is strongly encouraged to seek 
advice from its own tax advisors. In the event of dissatisfaction with the products or services, you have the right to make 
a complaint either with the marketer or directly with the management company (more information on our complaints 
policy is available in English https://www.axa-im.com/important-information/comments-and-complaints). You also have 
the right to take legal or extra-judicial action at any time if you reside in one of the countries of the European Union. The 
European online dispute resolution platform allows you to enter a complaint form 
(https://ec.europa.eu/consumers/odr/main/index.cfm?event=main.home.chooseLanguage) and informs you, depending 
on your jurisdiction, about your means of redress (https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2). 

Category Rating Total 

Defensive Cash 4.7% 

AAA 6.7% 

AA 22.1% 

Total 33.5% 

Intermediate AA 0.9% 

A 3.1% 

BBB 29.0% 

Total 33.0% 

Aggressive AA 0.0% 

A 0.2% 

BBB 2.6% 

BB 11.8% 

B 11.6% 

CCC & Below 7.1% 

Not rated 0.2% 

Total 33.5% 

Total  100.0% 
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Past performance is not a guide to current or future performance, and any performance or return data displayed does 
not take into account commissions and costs incurred when issuing or redeeming units. References to league tables and 
awards are not an indicator of future performance or places in league tables or awards and should not be construed as 
an endorsement of any AXA IM company or their products or services. Please refer to the websites of the 
sponsors/issuers for information regarding the criteria on which the awards/ratings are based. The value of investments, 
and the income from them, can fall as well as rise and investors may not get back the amount originally invested. 
Exchange-rate fluctuations may also affect the value of their investment.  Due to this and the initial charge that is usually 
made, an investment is not usually suitable as a short term holding. 

Issued in the UK by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct 
Authority in the UK. Registered in England and Wales No: 01431068. Registered Office: 22 Bishopsgate London EC2N 4BQ. 
In other jurisdictions, this document is issued by AXA Investment Managers SA’s affiliates in those countries. 

 


