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PACIFIC EMERGING MARKET BOND FUND

FUND INFORMATION
As At 31 March 2020

Pacific Emerging Market Bond Fund

BOS Wealth Management Malaysia Berhad
(formerly known as Pacific Mutual Fund Bhd)
199501006861 (336059-U) 

Lion Capital Funds II – Lion-Bank of Singapore Emerging 
Market Bond Fund

Lion Global Investors Limited (198601745D)
(formerly known as Lion Capital Management Limited)

Bank of Singapore Limited (197700866R)

Class MYR – 26 January 2016
Class MYR 2 – 12 September 2019
Class USD – 12 September 2019

The Fund will continue its operations until terminated as 
provided under Part 11 of the Deed.

Fixed income – feeder fund (wholesale)

Growth and income□

Pacific Emerging Market Bond Fund aims to provide 
capital growth and income□ in the medium* to long 
term* by investing in the Target Fund.
□

  Income is in reference to the Fund’s distribution, which could be in the form of    
    cash or units.

*     Medium term is defined as a period of one to three years, and long term is a period of  
    more than three years.

Composite Benchmark:
45% JP Morgan Emerging Market Bond Index (EMBI) 
Corporate Bond High Grade Index 
50% JP Morgan Emerging Market Bond Index (EMBI) 
Corporate High Yield Index 
5% 1-month USD LIBOR

Subject to the availability of income, distribution of 
income will be on a quarterly basis.

30.08 million units

Name Of Fund (Feeder) :

Manager Of Fund :

Name Of Target Fund :

Investment Manager : 
Of Target Fund 
 
Sub-Investment Manager : 
Of Target Fund 
 
Launch Date :

Category Of Fund :

Type Of Fund :

Investment Objective :

Performance Benchmark :

Distribution Policy :

Fund Size :
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Market And Fund Review
Review Of The Lion Capital Funds II – Lion-Bank Of Singapore Emerging Market Bond 
Fund (Target Fund Of Pacific Emerging Market Bond Fund)

January 2020
Market volatility spiked just prior to the Lunar New Year as fears of a new coronavirus 
contagion that originated in China’s Wuhan province gripped global markets, 
and took the wind out of the sails from the January 2020 rally in risk assets that had 
continued from last quarter, supported by a generally benign backdrop of improving 
global growth outlook, persistently loose monetary policy and geopolitical threats 
that are not noticeably high. Financial markets, however, seem reassured that 
the US Federal Reserve will take action to limit downside risks, if necessary, despite 
expectations of elevated political risks ahead of the US 2020 elections, continued 
Sino-US tensions after an underwhelming Phase One trade deal and the recent US-
Iran conflict. Monetary policy followed the lead of the United States in 2019 as a 
range of emerging markets cut interest rates. This easing cycle is nearing an end, 
although the global search for yield might compel a few central banks to cut further 
in order to discourage exchange rate appreciation. Emerging markets have come 
through recent trade pressures with only limited damage. Some have gained from 
trade being diverted away from China, but many have benefitted from domestic 
policy support, which reflects increasingly competent economic management.  
This is notably the case in Asia, which continues to rise in the various measures of 
global competitiveness. 

In particular, China’s growth in 2019 slowed to the weakest pace in 29 years, and 
this trend is likely to continue as the demographic structure ages and the room for 
catch-up with the developed world diminishes. However, the recent slowdown 
looks relatively mild, considering the efforts of the US to throw sand in the wheels 
of China’s economy through barriers to trade and technology transfer. The Phase 
One trade deal with the US provides some short-term relief, although the average 
tariff on exports to the US is now at 19.3% compared to 3.1% in the pre-Trump era. A 
Phase Two deal seems unlikely and continued uncertainty will lead to a gradually 
diminishing role for China in global production networks.

The latest threat to the economy comes from within, as the Wuhan coronavirus 
spreads. The scale of the damage is unclear as the severity and length of the 
outbreak is unpredictable, but barriers to the movement of people and goods will 
hit near-term growth. Cuts to consumer spending seem likely as worried individuals 
stay at home, although some of this translates into a higher savings rate, which is 
likely to reverse once the situation normalises. 

FUND PERFORMANCE
For The Financial Period From 1 January 2020 To 31 March 2020
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Moreover, we entered 2020 with full valuations, and as can be expected after a 
sharp rally, some signs of investor complacency were setting in, such as low levels 
of implied volatility and short interest across various risk-asset classes. The new 
coronavirus outbreak is an unexpected speed bump. While there is much uncertainty 
as the situation continues to evolve, judging from historical outbreaks, our base case 
at this point is that the latest virus outbreak would likely reduce China’s annual GDP 
growth by 0.5-1.0 percentage point, with the risk of a more severe impact if this 
epidemic is an extended one. Drawing on the experience with the SARS (severe 
acute respiratory syndrome) outbreak in 2003, we see more near-term pain before 
relief for markets. During the SARS episode, markets corrected as the outbreak 
escalated and only hit bottom when the rate of infection peaked, before staging a 
sharp recovery as the number of new cases began to stabilize.

The Fund's performance benefited from the January Effect, which saw solid returns 
across the spectrum: Emerging Market Credit was up 1.6%, with High Yield up 1.4% 
and Investment Grade up 1.6%. In Developed Markets, US High Yield started off 
strong but finished with a flat return, while US Investment Grade rose an astounding 
2.3%, driven by a strong rally in US Treasuries. The consensus and our own house 
view calls for a modest increase in rates coupled with US Treasury curve steepening. 
In the near-term, to guard against potential fallout from the coronavirus outbreak 
on weaker Emerging Market economies, the Fund reduced some Latin American 
exposure whilst still maintaining the overweight in High Yield versus Investment 
Grade. We remain constructive on Asian and African credits and think it is prudent 
to maintain a more neutral interest rate position; a combination of long High Yield 
Credit and short rates seems a bit excessively bullish given the extant geopolitical 
(and most recently healthcare) risks and still early economic recovery.

February 2020
Market volatility surged to new record levels in late-February 2020 as the Covid-19 
virus spread globally throughout Europe, Middle East and US. The panic sell off 
pushed markets into negative territory for European and US equities, as risk assets 
sold off with investors seeking refuge in safe haven assets. Emerging Market (EM) 
bond performance was still positive over the past month, as similar to January 2020 
and the year 2019, the US Treasury (UST) rate rally buffered performance from a 
general widening of credit spreads. Emerging Market Investment Grade (EM IG)  
and High Yield (EM HY) returned +0.9% and -1.2% respectively for the month of 
February 2020. 
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Over the past month, the UST yield curve continued tightening by ~36 basis points 
(bps) on average across the 2-30 year maturities. We saw slightly larger moves in the 
belly of the curve, as the 3 month-10 year spread continued flattening (down 10bps 
during the month) to -15bps, while 10-30 year spread somewhat steepened (+2bps) 
to 52 bps. This has been supportive of performance, especially in EM IG where we 
retain a moderately long duration. EM credit spreads have widened during the 
month, by 25bps on average in IG and 60bps in HY. As a result, the average EM IG-HY 
spread differential widened by 35bps over the month, reaching 339bps. To put things 
in perspective, this is still 50bps off the past 12-month high reached in September 
2019. Spread widening was more than compensated by UST tightening in EM IC 
during the month, which explains the positive performances. This was not the case 
however, in EM HY, which underperformed in general along with other risk assets as 
rising fear of global slowdown led to mark down of prices in risky assets. 

The sharp US rate rally indicates higher expectations of a global economic slowdown 
in our view, as the duration and extent of disruption of Covid-19 spread is uncertain 
at this point. The EM HY-IG spread differential widening is another sign of reduced risk 
appetite. We expect a persisting hunt for yield in EM, given the low yield environment 
in developed markets and the dovish stance adopted by global central banks 
given rising uncertainties regarding the global economic outlook. In the near term, 
we expect markets to remain volatile, driven by headlines risk related to spreading 
of the Coronavirus and its potential impact on global growth. 

The Fund remains neutral in fixed income, with a bias toward Asia, whilst maintaining 
the underweight in EM IG and overweight in EM HY. The underweight stance in 
portfolio duration would not benefit as much from the broad rally in Treasuries, but 
nevertheless, mitigates spread widening down the curve. Since the onset of the 
Coronavirus outbreak, we have trimmed some Chinese HY property credits in favor 
of cash in order to reduce Asian risk exposure (which has detracted performance) 
and maintained the profitable Energy underweight position. We expect central 
banks to remain accommodative for the next 12 months (with prospects for further 
Fed rate cuts this year) to help bolster an imminent slowdown in global economic 
momentum. In the medium to long term, trade frictions and geopolitical tensions 
remain sources of risk which could resurface throughout the year. We will aim to 
deploy this liquidity to defensive sectors as volatility stabilizes and valuations offer 
good entry points.
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March 2020
Market volatility hit record highs with the VIX Index breaking above the 80 mark, 
surpassing that in the Global Financial Crisis and previous crises in the last two 
decades, as COVID-19 took the world by storm in March 2020. Risky assets sold off 
heavily in 1Q2020 as the global pandemic made its way from Asia to the rest of 
the world. As of early April, much of Europe was struggling to contain the corona 
virus, while the US has yet to see the peak in human transmission. On the back of 
unprecedented measure such as wide-scale lockdowns to limit the viral spread and 
record government stimuli aimed at stoking growth, the economic fallout in the near-
term remains significant. Though the global economy is set to sink in to recession, 
central banks are actively injecting liquidity into financial markets to prevent  
the COVID-19 economic shock from turning into a financial system crisis. And a 
rebound in activity should come quite quickly once the containment measures start 
to be lifted.

With growth expectations heavily downgraded and earnings outlook murky, 
volatility spiked on the heightened risk aversion and thus began the negative 
feedback loop of market sell-off and margin calls. No asset class was spared by 
the massive sell-off (even safe haven assets such as US Treasuries and Gold were 
not spared) and bond investors switched overnight from a decade-long hunt for 
yield to a frantic dash-for-cash. Unprecedented funding and liquidity stress across 
fixed income markets saw material dislocations across credit, loans, mortgages and 
structured finance. Emerging Market (EM) bonds were no exception, as continued 
tightening in US Treasury yields failed to compensate for blow-out in credit spreads.  
Emerging Market Investment Grade (EM IG) and High Yield (EM HY) returned -6.8%  
and -14.4% respectively for the month of March 2020, and -4.2% and -14.1%  
respectively year-to-date.

The past month has seen US rates close lower (down approximately 50 basis points 
(bps) on average across 2-year to 30-year maturities), despite a steepening of the 
curve (with 2 to 30-year spread up 20bps from February). In March, the US Federal 
Reserve (Fed) switched in to full blown monetary easing as it cut interest rates by 
a total of 150bps in two sessions (bringing its target rate to 0 to 0.25%), while also 
pledging unlimited quantitative easing to ease market liquidity. This brought relief 
to the market, after significant steepening of US Treasury curve, as UST 10-year rate 
reached 1.2% on March 2019 (up by 65bps in just 10 days). Since then, the Fed 
stepped up its daily UST purchases to USD75 billion per day, and the curve retraced 
about half of its 10-day abrupt steepening. On the credit side, the forced market sell 
off and unusually poor levels of liquidity during the month of March drove continued 
widening of EM credit spreads (EM IG more than 400bps & EM HY more than 900bps) 
and hence the average EM IG-HY spread differential (more than 500bps) to levels 
last seen during the European Sovereign crisis.
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While the forced selling seems to have abated somewhat, were main cautious with 
focus centred on quality as we expect further bouts of volatility and spread widening 
until new confirmed COVID-19 cases reach an inflection point. Liquidity remains 
poor relative to conditions early in the year. Despite raising significant liquidity to 
meet redemption needs, the Fund remains over weight in fixed income, with a bias 
toward Asia and recalibrated preference for defensive and/or quality plays, away 
from weaker sovereigns and the more-exposed cyclical sectors. The Fund continues 
to overweight EM HY bonds at the expense of EM IG bonds, whilst maintaining the 
underweight in portfolio duration.
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Total Returns

Class MYR Class MYR 2 Class USD

Fund Benchmark Fund Benchmark Fund Benchmark

1.1.2020 To 31.3.2020 -13.16% -4.22% -10.67% -4.22% 5.89% -9.01%

1 Year’s Period
(1.4.2019 To 31.3.2020)

-8.35% 3.16% - - - -

3 Years’ Period 
(1.4.2017 To 31.3.2020)

-3.12% 3.90% - - - -

Financial Year-To-Date 
(1.1.2020 To 31.3.2020)

-13.16% -4.22% -10.67% -4.22% 5.89% -9.01%

Since Investing Date 
To 31.3.2020

  5.39% 25.35% -10.52% -3.70% 5.99% -6.65%

Note:
• Pacific Emerging Market Bond Fund Class MYR – Launch date: 26.1.2016; Investing  
 date: 2.3.2016
• Pacific Emerging Market Bond Fund Class MYR 2 – Launch date: 12.9.2019; Investing  
 date: 12.9.2019
• Pacific Emerging Market Bond Fund Class USD – Launch date: 12.9.2019; Investing  
 date: 12.9.2019

Source: Lipper, Bloomberg

Fund Returns
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Asset Allocation

Collective Investment Scheme:
Lion Capital Funds II – Lion-Bank of Singapore
   Emerging Market Bond Fund USD Class C (Distribution)
   including financial derivatives (unrealised hedging loss)
 
Cash And Liquid Assets

As At 31 March 2020

Income Distribution

Gross distribution per unit

Net distribution per unit

NAV per unit
(as at 31 March 2020)
Class MYR
Class MYR 2
Class USD

Pacific Emerging Market Bond Fund
31.1.2020: -
                 
31.1.2020: -  

 

RM0.9469
RM0.8948
USD1.0221

  95.74%

    
4.26%

100.00%
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28,609,523 

 10 
 2,590,500 

 63,269
169,993 

 31,433,295 

1,172,108 
 6,626 

 1,336,188 
 2,945,302 

 28,487,993 

33,643,030  
 (5,155,037)

  28,487,993 

 31,433,295

UNAUDITED STATEMENT OF FINANCIAL POSITION
As At 31 March 2020   

Assets     
Investments 
Interest receivable
Amount due from foreign Fund Manager 
Other receivables 
Cash and cash equivalents 
Total Assets

Liabilities
Amount due to Manager   
Other payables
Financial derivatives  
Total Liabilities

Net Asset Value Of The Fund

Equity
Unitholders' capital
Accumulated losses
Net Asset Value Attributable To Unitholders

Total Equity And Liabilities

2020 
RM 
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28,391,101 

85,861 
11,031 

28,487,993 

  29,984,157 
95,960 
2,500

0.9469 
0.8948 
4.4126  

RM0.9469 
RM0.8948 

USD1.0221 

 

UNAUDITED STATEMENT OF FINANCIAL POSITION (continuation)
As At 31 March 2020   

Net Asset Value Attributable To Unitholders
- Class MYR
- Class MYR 2
- Class USD

Number Of Units In Circulation (Units)
- Class MYR
- Class MYR 2
- Class USD

Net Asset Value Per Unit (MYR)
- Class MYR
- Class MYR 2
- Class USD

Net Asset Value Per Unit In Respective Currencies
- Class MYR
- Class MYR 2
- Class USD

2020 
RM 



12

PACIFIC EMERGING MARKET BOND FUND

Investment Income
Gross dividends from financial assets at fair value 
    through profit or loss   
Interest income   
Net loss on investments   
- Financial assets at fair value through profit or loss 
- Foreign exchange  
- Financial derivatives
Net unrealised gain on foreign exchange  
Net unrealised loss on changes in value of
    financial assets at fair value through profit or loss  
         
  
Expenses
Audit fee 
Tax agent's fee 
Manager's fee 
Trustee's fee 
Administration expenses     

Net Loss Before Taxation
Taxation
Net Loss After Taxation
    
Total Comprehensive Loss

Total Comprehensive Loss  
    Is Made Up As Follows:
Realised income
Unrealised loss

UNAUDITED STATEMENT OF COMPREHENSIVE INCOME
For The Financial Period From 1 January 2020 To 31 March 2020

          

 397,482 
 

3,144 

 (332,457)
   (283,302)

 370,800
19

(4,573,335)

(4,417,649)

  1,915 
 622 

 72,738 
 3,547 
 1,887 

 80,709 

 (4,498,358) 
 - 

(4,498,358)

 (4,498,358) 

74,958 
 (4,573,316)
(4,498,358)

1.1.2020
to

31.3.2020
RM



  
 

 

 

 
  



 
BOS WEALTH MANAGEMENT MALAYSIA BERHAD  
(formerly known as Pacific Mutual Fund Bhd) 199501006861 (336059-U) 
A subsidiary of Bank of Singapore 

 
1001, Level 10, Uptown 1,  
No. 1 Jalan SS21/58, Damansara Uptown,  
47400 Petaling Jaya, Selangor 
Tel: 03-7712 3000 Fax: 03-7712 3001 

customercare@ boswm.com   

www.boswealthmanagement.com.my   

 

INSTITUTIONAL UNIT TRUST ADVISER 
OCBC Bank (Malaysia) Berhad 199401009721 (295400-W)          Tel:  1300 88 7000 
 

Our IUTA may not carry the complete set of our Funds. Investments made via our 
IUTA may be subject to different terms and conditions. 

 

 
IMPORTANT NOTICES 
 
Beware of phishing scams 
Kindly be alert of any email or SMS that requires you to provide your personal 

information and/or to login to your account via an unsolicited link. Do not click on 
email links or URLs without verifying the sender of the email. Please ensure the 

actual internet address is displayed i.e. www.boswealthmanagement.com.my 

 

If you suspect your account may be compromised and/or would like to seek 
clarification, please contact us as above.  

 

 
Update of particulars 
Investors are advised to furnish us with updated personal details on a timely basis. 

You may do so via the E-Service portal at www.boswealthmanagement.com.my 

Alternatively, you may call or email us as above.  

mailto:customercare@boswm.com
http://www.boswealthmanagement.com.my/
http://www.boswealthmanagement.com.my/
http://www.boswealthmanagement.com.my/



