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Fund commentary

At the end of July, the Santander account had a duration of 0.70yrs, a spread duration of 0.65yrs, and YTW of 4.29%. 

For the month, Santander returned 30.4bps. 

 

The July FOMC meeting reinforced the Fed's patient approach, with policymakers maintaining rates unchanged while 

emphasizing that policy decisions remain dependent on incoming data. That said, there were three dissents in favour 

of a hike. Inflation, through June’s CPI report showed a 0.4% m/m decline, supported by lower energy prices and 

moderating shelter inflation, while labor market data pointed to continued cooling in hiring conditions without signaling 

a material deterioration in employment. Although growth indicators softened modestly during the month, overall 

economic activity remains resilient and generally consistent with a trend-like expansion. Front end rates markets 

experienced periods of volatility as investors weighed the timing and magnitude of future tightening, although much of 

this was impacted by the rhetoric surrounding the Strait of Hormuz and its impact on energy prices. The longer end 

moved noticeably higher amid questions over the Fed’s credibility under Chair Warsh’s guidance-free approach. 

Investment grade credit remained well supported throughout July. Corporate fundamentals continue to benefit from 

healthy balance sheets, resilient earnings, stable leverage metrics, and strong interest coverage ratios. Technical 

conditions also remain constructive, with demand for high-quality front-end credit comfortably absorbing seasonal 

issuance. While spreads remain near historically tight levels and leave less room for error, sector and issuer dispersion 

continues to create opportunities for active security selection. We continue to believe that strong underlying credit 

fundamentals should support the asset class, though selectivity remains increasingly important given current 

valuations. 

 

Looking ahead, we intend to maintain portfolio duration within our 0.65-0.75 year target range. While we believe the 

next move from the Fed is a hike, front-end rates continue to offer attractive carry and provide flexibility under various 

hiking scenarios. Given tighter credit spreads and ongoing rate volatility, we remain disciplined when deploying capital 

and continue to focus on liquidity, relative value, and issuer-specific fundamentals. Our preference remains in 1 year 

part of the curve, particularly in money market securities. We will continue to monitor sector dispersion closely and 
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selectively add exposure where spread levels appropriately compensate for underlying risks, while maintaining an 

overall up-in-quality bias across the portfolio. 

 

Trades to highlight: 

Buy 3yr Accenture New Issue 

Buy 3yr Guardian Life New Issue 

Buy 2nc1yr Bank of New York fixed rate 

Buy 1yr ING CP fixed rate 

Buy 1yr Natixis YCD fixed rate 
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