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Investment Review

The Fund overperformed its benchmark over the quarter.

Activity

September opened with positive sentiment following better than expected non-farm payroll
figures for August, and optimism surrounding increasingly positive data around coronavirus
cases in the United States (US). However, as the month progressed, risk off sentiment
returned to the market following concerns over rising coronavirus case counts in Europe, and
the upcoming election in the United States. This risk off tone erased some of August’s gains.
For Example, the Bloomberg Barclay’s US Aggregate produced -0.15% in excess returns,
compared to a 0.07% gain in August. Further, the S&P 500 closed out September down
3.80%, following a 7.19% gain in August. US rates largely remained range-bound, with muted
reactions to developments throughout the month. US 10yr and 30yr rates entered September
at 0.68% and 1.43% and ended the month slightly higher at 0.69% and 1.46% respectively.

Economic data in the US started strong, with the US economy adding 1.37mln jobs in August,
higher than the 1.35mln expected but lower than the gains seen in the prior three months.
The unemployment rate in August fell to 8.4%, versus 10.2% in July. However, ADP private
employment fell short of expectations at a 428k gain (vs 1mln consensus). PMI data was
mixed, with the ISM manufacturing composite index moving above expectations to 56 in
August, the highest level since November 2018. The new orders index surged upward to
67.6, a level not seen since early 2004. However, September’s data release showed that the
ISM Services index moved down 1.2 points to 56.9 in August. As a result of this start-of-
month data, the US Treasury curve bull-flattened this week, as 10-yr and 30-yr rates rallied.

From a policy perspective, the FOMC maintained its target range of the Fed Funds rate at 0
to 0.25%, "until labor market conditions have reached levels consistent with the Committee's
assessments of maximum employment and inflation is on track to moderately exceed 2% for
some time." The statement was in line with the new long-term policy framework first unveiled
in August at Jackson Hole as the Committee remained supportive of economic recovery,
predicting near-zero rates through 2023. Contrary to expectations, the FOMC refrained from
changing the composition of its asset purchase program for now, and namely refrained from
committing to expanding its purchase program, but slightly updated the language.

New home sales rose 4.8% in August, to a seasonally adjusted rate of 1.011 mln units, the
highest level since September 2006. Rounding out the month, pending home sales home
sales jumped to the highest level of the series in August. Pending home sales increased 8.8%
in August, a larger than the 5.9% increase in July and above consensus expectations for a
3.1% gain. These increases affirm the strength of the housing market, as it continues to
rebound amidst the slowdown in economic recovery from the COVID-19 recession.
Continuing this momentum, negotiations continued on a $2.2trln proposal for a stimulus bill,
with Speaker of the House Nancy Pelosi and US Treasury Secretary Steven Mnuchin
engaging in further talks of reaching a deal. Reacting to these positive developments, the US
10yr Treasury yield backed up by 3bps to 0.69% to close out the month.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds 10.1% 1.6% 7.0% 10.4% 11.4%

Benchmark 9.0% 4.6% 9.6% 11.8% 12.4%
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