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defined by applicable local laws and regulation. Circulation must be restricted accordingly 

Short-dated sterling credit 
market 
Highest yield on offer since 2009  
 

• This year, the sterling credit market has experienced its largest ever drawdown following a large rise in 
gilt yields and much wider credit spreads  

• The AXA Sterling Credit Short Duration Bond Fund substantially outperformed both the sterling credit 
universe and peers over this period thanks to its structural defensive positioning and active management 

• We believe short-dated sterling corporate bonds are now attractive, with the highest yield on offer 
since 2009 and a powerful ‘pull-to-par’ effect likely to add to performance as bonds mature 
 

Nicolas Trindade 
Fund Manager, AXA Sterling Credit Short Duration Bond Fund 
 

September was a particularly brutal month for sterling bond markets. UK gilt yields rocketed up by 100bps in just two 
days after UK chancellor Kwasi Kwarteng unveiled a mini-budget that included a substantial package of unfunded fiscal 
easing. This unprecedented move in gilt yields caused a massive repricing in the sterling market. 

Over the month as a whole, the Short-Dated Sterling Corporate Index1 fell -5.0%2, while the all-maturity Sterling 
Corporate Index3 was down a staggering -9.5%2. Year-to-date, this leaves the Short-Dated Sterling Corporate Index down 
by -12.4%2 and the all-maturity Sterling Corporate Index down by -24.9%2.  

While these moves were a gruesome experience for investors, the structural defensive positioning of the AXA Sterling 
Credit Short Duration Bond Fund, combined with some timely active management decisions, helped us to limit the 
impact of the drawdown. As a result, the fund was down -3.0%2 in September and is down -7.5%2 year-to-date (Z GBP 
shareclass, net of fees), substantially outperforming not only the short-dated sterling credit universe but also its peers.  

 
Source: AXA IM, Bloomberg as at 30/09/2022. Short-dated Sterling Corporate Index: ICE BofA 1-5 year Sterling Corporate Index. Sterling Corporate Index: ICE 
BofA. Sterling Corporate & Collateralized Index. Short-dated Gilt Index: ICE BofA 1-5 Year UK Gilt Index. AXA Sterling Credit Short Duration Bond Fund 
performance presented net of charges (41 basis points) and gross of tax, calculated using mid prices for the Z (G) Acc share class (income reinvested) since 

 
1Short-dated Sterling Corporate Index represented by ICE BofA 1-5 year Sterling Corporate Index. 2Source: Bloomberg. 3Sterling Corporate Index represented by ICE BofA. Sterling Corporate & Collateralized Index.  
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launch in November 2010. Past performance is not an indication of future returns. Investments can go down as well as up and you may not get back the original 
amount invested.  

The case for short-dated bonds is the strongest it has been for many years 

Short-dated Sterling Corporate Index yield  

Source AXA IM, Bloomberg as at 30/09/2022. Short-dated Sterling Corporate Index represented by ICE BofA 1-5 year Sterling Corporate Index. 

The substantial repricing experienced since the beginning of the year has created a great opportunity in short-duration 
bonds. Yields are high, even on lower-risk rated assets: AXA Sterling Credit Short Duration Bond Fund now has a yield 
close to 7% – the highest it has been since its inception – for an average rating of A-, while duration is less than 2 years. 
This is a similar yield to the all-maturity Sterling Corporate universe for only 25% of its duration. Indeed, with an inverted 
yield curve in the UK, adding duration would only add risk for no additional yield.  

UK gilt yield curve           Yield/duration of selected sterling indices 
  

 
 

 

 
 
 

Source: AXA IM, Bloomberg, UBS Delta as at 30/09/2022. Short-dated Sterling Corporate Index: ICE BofA 1-5 year Sterling Corporate Index. Sterling Corporate 
Index: ICE BofA Sterling Corporate & Collateralized Index. Short-dated Gilt Index: ICE BofA 1-5 Year UK Gilt Index. 

Moreover, the fall in bond prices has created a powerful ‘pull-to-par’ effect for bond investors. The average cash price of 
the bonds held in the short-dated Sterling Corporate Index is 9042, a level not seen since the sub-prime crisis in 2008. As 
bonds mature at par (100), we believe that ‘pull-to-par’ effect should be a powerful contributor to performance. As the 
average maturity of the bonds held in the fund is around two years, this will be felt particularly over the next one to two 
years. 

Short-dated Sterling Corporate Index price        Portfolio average price by maturity 

 
Source AXA IM, Bloomberg, UBS Delta as at 30/09/2022. 

We expect market conditions to remain very volatile over the short-term due to continued inflationary pressures, 
hawkish central banks, and a high risk of a global recession. Nevertheless, we remain optimistic over the medium-term 
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and believe that the strong ‘pull-to-par’ effect and 7% yield mean that performance outlook for the fund is the most 
positive it has been for many years. 
 
Not for Retail distribution: This marketing communication is intended exclusively for Professional, Institutional or 
Wholesale Clients / Investors only, as defined by applicable local laws and regulation. Circulation must be restricted 
accordingly. 
 
Important information 

No assurance can be given that our investment strategies will be successful. Investors can lose some or all of their capital 
invested. 
 
Additional risks associated with this fund include: 
 
Counterparty Risk: failure by any counterparty to a transaction (e.g. derivatives) with the Fund to meet its obligations 
may adversely affect the value of the Fund. The Fund may receive assets from the counterparty to protect against any 
such adverse effect but there is a risk that the value of such assets at the time of the failure would be insufficient to 
cover the loss to the Fund. 

Derivatives: derivatives can be more volatile than the underlying asset and may result in greater fluctuations to the 
Fund's value. In the case of derivatives not traded on an exchange they may be subject to additional counterparty and 
liquidity risk. 

Interest Rate Risk: fluctuations in interest rates will change the value of bonds, impacting the value of the Fund. 
Generally, when interest rates rise, the value of the bonds fall and vice versa. The valuation of bonds will also change 
according to market perceptions of future movements in interest rates. 

Liquidity Risk: some investments may trade infrequently and in small volumes. As a result the Fund manager may not be 
able to sell at a preferred time or volume or at a price close to the last quoted valuation. The Fund manager may be 
forced to sell a number of such investments as a result of a large redemption of shares in the Fund. Depending on market 
conditions, this could lead to a significant drop in the Fund's value and in extreme circumstances lead the Fund to be 
unable to meet its redemptions. 

Credit Risk: the risk that an issuer of bonds will default on its obligations to pay income or repay capital, resulting in a 
decrease in Fund value. The value of a bond (and, subsequently, the Fund) is also affected by changes in market 
perceptions of the risk of future default. Investment grade issuers are regarded as less likely to default than issuers of 
high yield bonds. 

Further explanation of the risks associated with an investment in this Fund can be found in the prospectus. 
 
Calendar performance 
 
 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 
Fund -0.08% +2.33% +3.23% -0.33% +1.17% +3.82% +0.52% +2.87% +1.92% +6.70% +2.54% 
Cash -0.01% +0.26% +0.71% +0.56% +0.23% +0.40% +0.45% +0.42% +0.39% +0.77% +0.72% 
Difference -0.07% +2.06% +2.52% -0.89% +0.94% +3.42% +0.07% +2.45% +1.53% +5.93% +1.82% 
Source AXA IM as at 30/09/2022. Performance is presented net of ongoing charges (41 basis points) and gross of tax, and is calculated using mid prices for the 
Z (G) Acc share class (income reinvested) since its launch in November 2010. Past performance is not a guide to future performance and please note this is not 
an absolute return or cash plus strategy. *Cash is proxied by a composite of SONIA Compounded Index (SONCINDX) since 29/07/2021 and the ICE BofAML 
British Pound 3-Month Deposit Bid Rate Average Index (L5BP) from November 2010 to 29/07/2021. Return may increase or decrease as a result of currency 
fluctuations. 
Cash deposits are guaranteed while all investments involve risks. Investments can go up or down and you may not get back the original amount invested. Past 
performance is not a reliable indicator of future results. 
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This marketing 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.  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.  

For more information on sustainability-related aspects please visit https://www.axa-im.com/what-is-sfdr 

For investors located in the European Union : 

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 by filing a notification to its supervision authority, in 

accordance with European passport rules. 

In the event of dissatisfaction with AXA Investment Managers products or services, you have the right to make a 

complaint, either with the marketer or directly with the management company (more information on AXA IM 

complaints policy is available in English: https://www.axa-im.com/important-information/comments-and-

complaints ). If you reside in one of the European Union countries, you also have the right to take legal or extra-

judicial action at any time. The European online dispute resolution platform allows you to submit a complaint form 

(available at: https://ec.europa.eu/consumers/odr/main/index.cfm?event=main.home.chooseLanguage) and 

provides you with information on available means of redress (available at: 

https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2).  

Summary of investor rights in English is available on AXA IM website https://www.axa-im.com/important-

information/summary-investor-rights. Translations into other languages are available on local AXA IM entities’ 

websites.  

AXA Sterling Credit Short Duration Bond Fund is a sub-fund of AXA IM Fixed Income Investment Strategies which is 

a Luxembourg UCITS IV Fund (“fonds commun de placement”) approved by the CSSF and managed by AXA Funds 
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Management, a société anonyme organized under the laws of Luxembourg with the Luxembourg Register Number 

B 32 223RC, and whose registered office is located at 49, Avenue J.F. Kennedy L-1885 Luxembourg. 

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.  
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