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Tweede Kwartaal 2020

Investment Review
The Fund underperformed its benchmark over the quarter.

Activity
Investor sentiment remained mixed in June, as positive macroeconomic data and the gradual
reopening of the US economy were jeopardized by concerns over a second wave of
coronavirus cases in the US. As a result, gains in risk assets started to pull back. Risk assets
aggressively rallied with the S&P 500 erasing its YTD losses, and the 2-yr rallied by 8bps to
1.50% and 10-yr rates ended the month at 0.66%. After record high unemployment in May,
the US labor market continued its rebound, as nonfarm payrolls rose by 4.8mln jobs (vs
2.9mln estimated), the largest single month gain in US history. The May estimate was also
revised upward by 190,000 jobs to 2.7mln. Employment in leisure and hospitality accounted
for the largest gain at 2.1mln accounting for approximately 40% of the total growth. US Retail
Sales surprised to the upside, as e-commerce caused sales to increase 17.7% (MoM), more
than double the expected 8.4%. The June ISM non-manufacturing index rose above
consensus expectations of 49.7 to 52.6, a 9.5 point increase from May. This improvement
was mainly driven by new orders, which rose a chunky 24.6 points to 56.4, back above 50 for
the first time since January this year, and the highest level since January 2019. The
Production index rose 24 points to 57.3, a level last seen in November 2018. The
employment index remains below 50 but increased 10 points to 42.1 in June. In the US, the
FOMC re-iterated its commitment to provide support and return the labor market to pre-
COVID levels. The committee unanimously voted to maintain the current target range for the
Federal Funds Rate at 0-0.25%, and participants affirmed that a strong combination of
accommodative fiscal and monetary policy would be needed to facilitate a durable recovery in
the labor market. This positive sentiment was further supported by the prospect of a robust
infrastructure spending plan. Abroad, the ECB announced further changes to ease its
monetary policy stance considering the severe economic consequences. It increased the total
size of purchases under the pandemic emergency purchase program (PEPP) by 600 billion
euros. In addition, the Central Bank extended net purchases and the reinvestment of
maturing principle payments under this program until at least June 2021 and the end of 2022,
respectively. In Japan, the Bank of Japan maintained its key monetary policy unchanged,
including its policy rates, JGB purchases and forward guidance. With the Japanese economy
re-opening after the pandemic, the BOJ believes that "its economy is likely to remain in a
severe situation" and downgraded its inflation outlook with "the year-on-year rate of change in
the CPI is likely to be negative for the time being."

The US 10-year Treasury opened June at 0.64% and closed 2 bps higher in yield at 0.66%.
Once again, risk-free markets were dominated by the narrative of Federal Reserve stimulus.
Federal Reserve Board Chairman Jerome Powell provided flexible guidance for continued
purchases of treasuries, agency MBS, and agency CMBS at least at the current pace in order
to keep borrowing costs at bay and fixed income markets fully functional. That being said, the
SEP (summary of Economic Projections) revealed that the committee definitely does not
expect to see a negative rate environment either and believes the Federal funds target rate
will remain near zero until at least the end of 2022. Hence, when the 10-year backed up
above 95 bps in the first week of June, the Fed stepped in and increased purchases, allowing
rates to rally back within the 60-70 bps range. Rates continued to trade in this range and
move incrementally higher for the remainder of the month.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds 18.7% -7.7% 5.4% 6.7% 11.4%

Benchmark 20.9% -4.1% 7.8% 8.4% 12.6%
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