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Q4 2019 
 
Abax Global Income Fund Commentary 
 
The Fund delivered a return of +0.83% versus the benchmark return of +0.44% for Q4 2019 and a since 
inception return of +3.95% p.a. versus the benchmark return of +1.98% p.a. 

Global risk assets were remarkably buoyant over the quarter. US 10-Year Treasuries rose 26bps as a 
flight from safety to risk assets took place. Flows into Emerging Market Bonds remained strong. The 
EMBI Spread (JPEIGLSP), a measure of bond spreads of Emerging Market sovereigns fell 60bps to 
277bps and the South Africa 5 Year CDS fell 33bps to 161bps (See chart below). These are levels that 
appear somewhat expensive and we are waiting for better opportunities to allocate to higher yielding 
names. 

 

Source: Bloomberg 

Under pressure from President Trump, the Fed cut rates by 25bps in the October FOMC 
announcement bringing the total amount of cuts to 75bps for 2019 in a so called mid-cycle adjustment 
despite the fact that the US economy remains strong.  Former IMF Chief Christine Lagarde took over  
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from Mario Draghi as ECB President. She has made it clear that she has no intention of straying from 
Mr Draghi’s dovish path. Given that the German economy has been so weak – particularly in exports 
which is a vital sector of its economy it is unlikely that the ECB will deviate any time soon. The PBoC 
cut the Reserve Ratio Requirement 50bps to 12.5% as China looked to stabilise GDP growth around 
6% as the trade war took its toll on Chinese sentiment. 

De-escalation of the US-China trade war, with a phase one agreement in sight (subsequently signed 
post year-end), and significant progress made in the Brexit saga including a landslide victory by the 
Conservative Party in their General Election were the main headlines grabbing investor attention. 
These events helped to stoke investor risk appetite. We now have an exposure to GBP as we bought 
into the currency due to the fact that we believe reduced uncertainty around Brexit will lead to more 
favourable economic and financial conditions in the UK. 

Post year-end a major escalation in the US-Iran conflict came out of left field, and although a small 
flight to safety weakened risk assets markets as a whole remained relatively resilient. It appears for 
now that there is a temporary US-Iran ceasefire, but one should expect the Middle East conflict to 
flare up again in 2020 with potentially significant impact on global markets. 

We will continue to be cautious and focus on capital protection. Our aim is to generate a reasonable 
return with a low level of downside risk, and take advantage of opportunities provided by any shocks 
to add risk exposure when the market offers value  

 

 

 

 

 

 

 

 

 


