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Eerste Kwartaal 2021

Investment Review

The Fund outperformed its benchmark over the quarter.

Activity

In March, risk assets (notably equities) continued to be volatile as the US market increasingly
embraced the reflationary narrative and expectations for stronger growth later this year. The
pick-up in government bond yields rattled investor confidence. The NASDAQ composite
dipped into correction territory while the Dow advanced to record highs as investors rotated
towards sectors that are more likely to benefit from the reopening. The vaccine rollout
increased its pace, and the latest data prints pointed to a robust consumer backdrop. The
passing of the $1.9trn fiscal stimulus package with the potential of more infrastructure
stimulus sparked inflation expectations to move higher. On the data side, the recovery in the
labor market continued to be sluggish. Initial jobless and continuing claims trended lower over
the month, with the February unemployment rate clocking in at 6.2%. February headline and
core CPI increased ~0.35% MoM and ~0.10% MoM, respectively. Both came slightly below
consensus, with stronger gains in rents and Owners' Equivalent Rent (OER) supporting the
core print. The March Conference Board's consumer confidence index came in well above
expectations to its strongest reading since March 2020, at 109.7 points vs. consensus 96.9
points. February Produce Price Index (PPI) printed at ~0.5% MoM.

US Rates continued to sell off sharply in March. The move was bolstered by an increasingly
optimistic domestic macro backdrop, namely the rapid pace of the US vaccine rollout, which
has reinforced higher growth and inflation expectations. The 10 year note sold off ~35bps to
close the month above 170bps, its cheapest level since January 2020. While the long end of
the yield curve sold off too, it performed much more strongly than it had over the first two
months of the year. The 10s 30s curve flattened ~8bps in March despite the outright selloff in
duration. The relative strength of the 30y point was likely supported by pension rebalancing
needs as equities have outperformed fixed income and funding statuses have improved in
Q1. Weakness in the belly came despite a relatively dovish March FOMC meeting in which
the Fed increased its growth and inflation forecasts but left a highly scrutinized measure of
rate hike timing expectations largely unchanged, with Federal Funds Rate projections still
pinned near 0 through 2023. The 5 year note initially rallied in line with the outcome but
quickly reversed course and sold off ~7bps the next day, perhaps highlighting an emerging
divergence between the Fed and the market regarding the outlook for the medium term path
of rates. Treasury auctions proceeded without any major shocks throughout the month though
bid to cover ratios remained slightly suppressed vs 2020 levels and the 7 year auction tailed
~2.5bps indicating continued supply indigestion as the market grapples with record auction
sizes. Still, the March auctions were strong enough to soothe most lingering market fears of a
major supply/demand imbalance and overall liquidity generally improved as the month
progressed.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds 9.8% 9.8% 14.1% 14.3% 11.9%

Benchmark 5.5% 5.5% 14.2% 13.8% 12.5%
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