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Key points 

Ongoing political uncertainties in 
Italy leads to mixed asset class 
performance. 

With a strong global economic 
backdrop and inflation slowly rising 
towards central bank targets, we 
expect short duration strategies to 
perform well as global yields 
continue to move higher. 

The fund is up 0.01 per cent 
(gross) year to date. 

 

Key fund information 

Inception date: 8 February 2018 

Fund size: USD238.12 million 

Underlying Fund Investment managers 

(since):  

James McAlevey (1 December 2016) 

Orla Garvey (1 December 2016) 

Joubeen Hurren (1 December 2016) 

Mark Robertson (17 September 2018) 

Investment objective: 

The fund aims to target a five per cent 

per annum gross return above the 

Reserve Bank of Australia (RBA) cash 

rate (or equivalent) over a three-year 

rolling period, regardless of market 

conditions (absolute return). 

Note to Australia Wholesale Investors 

The Aviva Investors Multi-Strategy Target 

Return Fund (ARSN 605 042 288) invests 

in the Australian Dollar Hedged ‘F’ Share 

Class of the Aviva Investors Multi-

Strategy Target Return Fund, a sub-fund 

of Aviva Investors SICAV, an open-ended 

investment company incorporated as a 

Société d'Investissement à Capital 

Variable in Luxembourg (the “ Underlying 

Fund”). Please note that this document 

contains information on the Underlying 

Fund (Aviva Investors Multi-Strategy 

Target Return Fund SICAV) only. 

Past performance is not a guide to future 
performance 

 

Fund performance in September 
 

The Aviva Investors Multi-Strategy (AIMS) Fixed Income Fund returned 0.16 per 
cent in September (gross of all fees). The fund has delivered an annualised, gross 
return of -0.71 per cent since inception, with annualised volatility of 0.21 per cent. 
This compares with the 0.56 per cent annualised volatility seen from the Barclays 
Capital Global Aggregate Index over the same period. 

Performance (gross and net of fees, costs, and taxes) * 

 

Cumulative performance (%) 

 Annualised 

performance 

(%) 

 1m 
 

 3m   FYTD 
 

  1yr 
Since 

Inception 

Total return 

gross 
0.16 

 
 0.04  0.04 

 
     -  -0.71 

Total return net 0.12  -0.12  -0.12          - -1.07 

Past performance is not a guide to future performance. 

Data Source: Aviva Investors/Lipper, a Thomson Reuters company, as at 30 September 2018. 

*Inception date 8 February 2018. Australian Financial year: 1st July 2018 to 30 June 2019 

 

Fund performance overview 

Fund performance in September was negative. Gains in the Market and 
Opportunistic returns sections of the portfolio were offset by losses across the 
Risk-reducing strategies. After the risk-off moves seen in August, some calm was 
restored to markets in September with emerging markets stabilising and 
developed market yields grinding higher.  

Within Market Returns, performance was driven by the emerging market 
strategies with the hard currency basket and Brazil local currency strategies the 
strongest contributors to returns. Long Mexico vs the US was another strong 
contributor. Emerging markets have stabilised as the fears over the strength of the 
US dollar and the spill over effects of idiosyncratic issues in some emerging 
markets have partially receded. 

Within Opportunistic Returns, short duration strategies in the US, Europe and the 
UK contributed positively, as the trend of rising yields that we have seen since the 
start of the year returned. Year-to-date the short US front-end strategy is still the 
largest contributor to portfolio returns. The long Swedish krona vs New Zealand 
dollar strategy was a strong contributor to performance in September. The SEK 
has recovered as the process of finding a new prime minister started, following a 
general election that ended in a stalemate, with the centre-left bloc winning just 
one seat more than the centre-right Alliance. 

Risk-Reducing strategies detracted. The short Taiwan dollar strategy detracted as 
the fears surrounding a US-led trade war have subsided. This strategy performed 
well in August as Asian currencies sold off as trade tensions escalated but 
detracted in September as these fears receded. The long US rates volatility 
strategy detracted as rates volatility continued to grind lower. 

 

Strategy Changes 
We have added a long South Africa local currency bond strategy to benefit from 
extreme valuations ahead of a potentially positive outcome in the upcoming 
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Budget announcement in October. We added a long Brazilian real vs USD strategy into the existing long Brazil local currency 
position. In Europe, we have turned our curve steepening strategy into an outright short European rates strategy.   
 

Positioning 

The fund remains positioned for solid ongoing global growth via long subordinated European financials and selected long 
emerging market debt positions.  Despite the recent weakness in emerging markets we continue to believe that whilst there are 
idiosyncratic issues in some countries we continue to believe that EM growth fundamentals are solid and that the recent price 
action is overdone.  

We expect continued central bank policy normalisation led by the US Federal Reserve, who we expect to hike once more this 
year. As such, we are positioned for higher rates in the US and steeper yield curves. We are also positioned for higher inflation 
in the US as jobs growth and wage pressure builds. In Europe we are positioned for higher yields and steeper curves.  

While our central scenario is positive, we have several strategies to protect the portfolio in times of market stress or when our 
central scenario does not play out such as long US rates volatility and short the Taiwanese dollar. 

 

The month in review: September 2018 
Risk-on sentiment stalled by Italian politics leads to mixed asset class performance  

The risk-on, risk-off theme that has dominated markets in 2018 continued in September with a reversal of many of the moves 

we saw in August, particularly in emerging markets. Despite the US announcing tariffs on an extra $200 billion of Chinese 

goods, risk assets generally finished the month in positive territory. Developed market equities ended the month positively, but 

with mixed returns across geographies. Within the emerging market debt complex, Brazilian rates fell during the month as the 

central bank kept interest rates on hold at 6.5% and the more market-friendly candidate, Jair Bolsonaro, rose in opinion polls 

ahead of the first round of the presidential election. 

Although market volatility was relatively subdued for most of the month, European bond and equity markets mostly finished the 

month in negative territory following the initially proposed budget from the Italian government. While the deficit of 2.4% for 2019 

was more modest than had been implied by campaign promises, it was accompanied by arguably unrealistic growth 

expectations. Given Italy had previously agreed to a steady deficit reduction in order to set their government debt (currently 

around 130% of GDP) onto a path of convergence to EU requirements, the current proposal sets Italy up for a battle with the 

European Commission in the coming months. Despite the negative sentiment around Italy, European banks performed relatively 

well during September, rising by around 2%. 

The US 10-year yield finished the month at around 3.1%, an increase of 20bps. With a strong economic growth backdrop, falling 

unemployment and inflation around target, the US Federal Reserve hiked rates by another 25bps, the third this year. We expect 

one more hike this year in December and another three next year, somewhat more than the market is currently pricing. We have 

been well positioned for the sell-off in most fixed income markets this year, with the fund running sizeable negative duration for 

most of 2018. 

With the global economic backdrop still reasonably strong, inflation rising slowly towards central bank targets as wage 

pressures continue to emerge, we continue to expect global yields to move higher. That is expected to be led by the US, where 

the economy continues to outperform, and is likely to be relatively less affected in the near-term by the growing trade tensions. 

While fundamentals remain positive, the likelihood of an improvement in risk asset returns over the coming months will depend 

on the outcome of the US trade negotiations with China in particular. We are therefore following developments there closely and 

will look to adjust our exposure to risk assets accordingly. 

 

Key Risks 

Please refer to the Product Disclosure Statement for a list of key risks of investing in the Fund. 
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IMPORTANT INFORMATION:  
 
The name “Aviva Investors” as used here refers to the global organisation of affiliated asset management businesses operating under the Aviva Investors name. Each Aviva 
Investors affiliate is a subsidiary of Aviva plc, a publicly‐traded financial services company headquartered in the United Kingdom. 
 
Except where stated as otherwise, the source of all information is Aviva Investors as at 30 September 2018 
 
The information in this document is general in nature and has not been designed to take into account the particular circumstances of any investor or class of investors, their 
investment objectives or needs. Before making any investment based on any information in this document, recipients should consider the appropriateness of the information 
having regard to their financial situation, objectives, and needs. Investing in the financial products and or services described in this document is not without significant risk, 
including the risk of delays in the ability to redeem any investment, the risk of loss of capital invested or income expected to be derived, and share, unit or market price fluctuations. 
Prospective investors are strongly advised to seek their own financial advice about the merits of any investment.  
 
Any opinions expressed are based on the internal forecasts of Aviva Investors and should not be relied upon as indicating any guarantee or assurance of return from an investment 
or strategy managed by Aviva Investors. No part of this document is intended to constitute advice or a recommendation of any nature. The value of an investment can go down 
as well as up and can fluctuate in response to changes in the foreign exchange rates of the currencies in which underlying investments are denominated. The investor may not 
get back the original amount invested. 
 
Past performance is not a guide to future performance. Performance figures shown are sourced from Aviva Investors unless indicated otherwise, on the pricing and income 
reinvestment basis stated. 
 
 
IMPORTANT INFORMATION AUSTRALIA:  
Aviva Investors Pacific Pty Ltd (‘AIPP’, ‘we’, ‘us’, or ‘our’) (ABN 87 153 200 278, AFSL 411458) is the issuer of this document and is wholly responsible for its contents. 
 
This document is not a product disclosure statement or a prospectus as these terms are defined in the Corporations Act 2001 (Cth), and is not required to be, and has not been, 
lodged with or registered by the Australian Securities and Investments Commission. Consequently ASIC does not take any responsibility for its contents.  
 
This document is not directed to, and should not be considered by, 'retail clients' (as defined in section 761G of the Corporations Act 2001 (Cth) and applicable regulations).  
 
Accordingly, investments in the financial products and services described in this document may only be arranged by AIPP in Australia in circumstances that do not require 
disclosure to investors under Part 6D.2 or Part 7.9 of the Corporations Act, whether because the recipients of this document are 'wholesale clients’ (as defined in section 761G 
of the Corporations Act and applicable regulations), or otherwise. 
 
The Strategy may invest a significant proportion of its assets in derivatives contracts with the aim of gaining exposure to an underlying asset class at lower cost than owning the 
asset class outright, and or of gearing the fund’s exposure to that asset class. The risk involved in this approach may be considerable and may not be suitable for some investors. 
 
No part of this document is intended to constitute advice other than general advice (as defined in section 766B(4) of the Corporations Act), or make a recommendation of any 
nature. 
 
The distribution and offering of financial products and services is restricted by law in many jurisdictions. This document is intended only for use in Australia and should not be 
relied on in any other jurisdiction. 
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