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Fund commentary

At the end of August, the Santander account had a duration of 0.73yrs, a spread duration of 0.68yrs, and YTW of 4.35%. 

For the month, Santander returned 32.5bps. 

 

August was marked by a combination of geopolitical uncertainty and renewed focus on the Federal Reserve's policy 

outlook. Markets contended with ongoing tensions across several global hotspots, contributing to periodic risk-off 

sentiment, although the broader impact on credit markets remained relatively contained. U.S. economic data sent 

somewhat mixed signals during the month. July nonfarm payrolls declined by 23k, while average hourly earnings rose 

just 0.1% m/m and 3.2% y/y, pointing to a continued moderation in labour market conditions. At the same time, the 

unemployment rate edged down to 4.1% and inflation remained above the Fed's target, with July CPI increasing 3.4% 

y/y and core CPI rising 2.5% y/y. Front-end rates initially moved lower as investors focused on softer employment and 

inflation data, but reversed course late in the month following Chair Warsh's Jackson Hole remarks, which reinforced a 

higher-for-longer policy stance and highlighted the need for greater confidence that inflation is moving sustainably 

back toward target. Investment grade credit remained well supported throughout August, aided by resilient corporate 

fundamentals, healthy balance sheets and continued demand for high-quality front-end assets despite spreads 

remaining near historically tight levels. 

 

Looking ahead, we intend to allow the portfolio duration to roll into the 0.60-0.70 year range. While we continue to 

believe front-end rates offer attractive carry and remain constructive on duration over the medium term, the recent 

backup in yields and increased policy uncertainty warrant a somewhat more balanced approach. We remain focused on 

high-quality front-end corporate credit and money market securities, where all-in yields continue to provide attractive 

income opportunities. Given tight credit spreads and ongoing rate volatility, we remain disciplined when deploying 

capital and will continue to emphasize liquidity, relative value and issuer-specific fundamentals. Our preference 

remains concentrated in the 1-year part of the curve, while maintaining an overall up-in-quality bias across the portfolio. 
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Buy 2nc1yr HSBC fixed rate 

Buy 1yr Toyota floater new issue 

Buy 1yr Standard Chartered YCD floater 

Buy 11mo GM CP fixed rate 

Buy 9mo Kookmin Bank CP fixed rate 
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