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Omvang fonds

Waarde begin van de periode €107,010,342

Waarde eind van de periode €120,259,176

Derde Kwartaal 2020

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds -0.2% -0.4% -0.5% -0.5% -0.1%

Benchmark -0.1% -0.4% -0.5% -0.4% 0.0%

Outlook

At the September ECB meeting, we received new
staff projections: Gross Domestic Product was revised
up for this year, following better than expected Q2
economic data, while there was a slight tempering of
the expansion in 2021 and 2022.

Inflation projections were left unchanged for both this
year and at the forecast horizon, with next year's
numbers revised up slightly. ECB President ,Christine
Lagarde, also stated that inflation is likely to remain
weak throughout the rest of this year before
rebounding in 2021, partly as a result of euro strength.
Which makes the staff projection figure difficult to
understand given its remained at 0.3% this year
despite the most recent print (Aug) being at -0.2%
year on year and Lagarde stated that inflation was
likely to remain negative throughout the rest of this
year, before rebounding in 2021. Further, if we take
the month on month inflation numbers year to date
then inflation is running at -0.6%, so you need a pretty
strong rebound from here just to get inflation back to
zero.

Investment Review

The Fund underperformed its benchmark over the quarter.

Market Overview

Markets have rallied sharply from their virus lows, driven by the policy revolution and economic
restart. Tighter valuations increase the risk of further market volatility, particularly ahead of the
divisive U.S. elections.

The activity restart has broadened. Yet it is moving at different speeds between countries, driven
by differences in dealing with virus dynamics. The lower incidence of new deaths partly explains
the relatively muted market response to a renewed rise in infections. The timeline for a vaccine
has surprised to the upside following accelerated efforts worldwide. Yet immunization is not a
panacea for the economy and a recovery to pre-Covid-19 levels will take time.

An unprecedented joint monetary-fiscal policy response is providing a bridge for disrupted
income streams. Fiscal stimulus fatigue is becoming a risk – especially in the U.S. – even as
Europe has stepped up its fiscal support. The Federal Reserve’s new monetary policy framework
is set to have significant implications for inflation outcomes as it allows for inflation overshoots
and doesn’t worry about labour markets overheating. Combined with structural changes
accelerated by Covid-19, such as deglobalization, we see a higher inflation regime in the
medium term.

The public health and economic crises are exacerbating entrenched forms of inequality across
income levels, ethnicity and countries. Many emerging markets (EMs) are facing health, policy
and deglobalization challenges. The pandemic has exposed vulnerabilities of global supply
chains and added impetus to geopolitical fragmentation. It has led to a policy revolution that
blurs the boundaries between fiscal and monetary action – which could address some of the
rising inequalities. And it has put a premium on sustainability, corporate responsibility and
resilience of companies, sectors and countries.

September saw strong inflows into the Euro prime fund as rates rallied and clients positioned
ahead of quarter-end, with the fund gaining over €6bn across the month. We took this as an
opportunity to run down WAMs and increase our liquidity position still further as we approach a
potentially volatile period in the form of uncertainty around Brexit, the US election, and further
lockdowns. As financials continue to richen we have been steadily adding to our government and
SSA positions from a relative value stance, with our allocation approaching 30%. Overall, we will
continue to target above 50% weekly liquidity in both funds as we move towards November.
With headline inflation having turned negative in August, and with expectations for inflation to
remain weak throughout the rest of the year, there was an expectation that the ECB would lower
their inflation expectations and ramp up the dovish rhetoric in the September meeting. This failed
to happen with inflation expectations left unchanged this year at 0.3% and in 2022 at 1.3%, with
a slight improvement to 1% next year. There was also little in the way of overly dovish
commentary, even despite the expectation for inflation to remain low for the rest of this year,
although understandably there was a large degree of uncertainty around the outlook. With the
economic outlook worsening, further lockdowns being put in place, and existing programs likely
be utilised in full, we continue to expect the ECB to ease further, possibly in December, and will
be closely monitoring ECB rhetoric and the October meeting for any signs that this is the case.
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