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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.

39.93 million units
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Name Of Target Fund :

Investment Manager : 
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Sub-Investment Manager : 
Of Target Fund 
 
Launch Date :
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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 2019
Risk appetite roared back into markets at the start of 2019 with a strong rally in risky assets 
spurred on by the Powell Put in January 2019, reversing the December 2018 Disaster 
in most markets. US equities and many commodity markets recovered almost all their 
December 2018 losses while emerging markets, Asian equities, European equities and 
precious metals moved past their 30 November 2018 levels. Coupled with weaker inflation 
expectations, the latest US Federal Reserve (Fed) policy settings look supportive of a broad 
and extended rally in risky assets. However, we expect the headwinds of moderating global 
growth, past monetary tightening in the US, and high leverage carrying over from 2018 to 
continue creating volatility in 2019. Inflation remains a tail risk that investors should continue 
to watch closely - the US economy is at full capacity, unemployment rates are at the lowest 
since the 1960s (and set to fall further), and wage growth is picking up.  

The economic expansion is heading towards its tenth year and over the past decade we 
have periodically seen concerns that recession was imminent. We do not think the conditions 
are in place to produce a recession in 2019, even in the US where the cycle is the most 
advanced. Risks for 2020 even appear to be diminishing as a result of sustained low inflation 
and, consequently, a more hesitant Fed. The expected slowdown is certainly underway, but 
if anything this should be embraced as improving the chance of a soft landing, and avoiding 
the more painful boom and bust. Downgrades to analysts’ global earnings forecasts for 2019 
accelerated in January 2019, prompting concerns that further earnings disappointments 
could derail the current market rally; we believe that the sharp market correction in second 
half of 2018 already moved ahead of analyst expectations in pricing weaker corporate 
earnings and may have limited downside. 

At its January 2019 meeting, Fed chairman Jay Powell sent his strongest signal yet that the 
Fed has put its rate hikes on hold and is even prepared to slow its pace of balance sheet 
normalization, citing muted inflation pressures and rising risks to global economic growth. 
This means that inflation-related data now dominates the outlook for Fed policy and how 
they will react to a mild pick-up in inflation would be hard to judge. Having just made such 
a dramatic about-turn on the basis of little new information, it is presumably going to be 
very reluctant to reverse course quickly. As such, we have revised down our expectations 
of no rate hike in first half of 2019 and just one for 4Q 2019, on the basis that sustained 
above-trend growth should eventually send inflation clearly above the Fed’s 2% target and 
provoke a response. 

FUND PERFORMANCE
For The Financial Period From 1 January 2019 To 30 September 2019
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In 2018, the combination of rising US interest rates and restrictions on global trade was an 
unhappy combination for Emerging Markets (EM). There is the prospect of some relief in 
2019, with a patient Fed and hopes for a trade truce between the US and China. Asia is 
relatively well placed, with plenty of policy flexibility to respond to any adverse developments, 
while structural reform raises the competitiveness of several economies. In the first month 
of the year, inflows to EM bonds were massive at USD8.76 billion, driven by Hard Currency 
(USD7.57 bn) but with Local Currency also in positive territory. This is in stark contrast to 
2018 in which the asset class saw USD36.1 billion in outflows for the entire year. Unlike the 
previous year, 2019 started off with a bang for the Credit markets. EM Credit was up 2.1%, 
(its best month since the first half of 2016) led by High Yield which rose 3.2% and Investment 
Grade also up a solid 1.3%, supported by: 1) Attractive Valuations; 2) A decidedly more 
dovish Fed; 3) A reduction in US-Sino trade tensions; 4) Market confidence in a consistent 
Chinese government policy of stimulus and macroeconomic policy easing in the face of 
economic slowdown and 5) Easing new issue supply emanating from Asia and in particular 
from the High Yield sector. 

The sanguine backdrop for EM credit suggests that we can maintain the Fund’s moderate 
duration and asset allocation positions: with portfolio duration at around 5 years, whilst 
favoring high yield over investment grade bonds. In January 2019, the Fund took profit on 
some risk positions in Latin America, in favor of interesting new issues out of Asia.

February 2019
The rally in risk assets continued into February 2019, supported by many of the factors 
that led the January 2019 rally – namely, progress on trade talks between the US and 
China, fading fears of recession in 2019, dovish rhetoric from the US Federal Reserve, and 
earnings season which continued to deliver earnings growth generally in line, or ahead of 
expectations. Corporate bond market benefited from the increased risk appetite as tighter 
credit spreads offset a late rise in US Treasury yields towards the end of February 2019. 
Emerging Market Investment Grade corporate bond spreads compressed by 19 basis points 
(bps) to 215bps, while Emerging Market High Yield corporate bond spreads shrank 15bps to 
end the month at 458bps. Meanwhile, the benchmark US 10-year Treasury yields widened 
by 9bps towards the last week of February 2019.
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Much to investors’ relief, US-China trade tensions continued to ease in February 2019, 
spurring renewed risk-taking and the extension of abroad rally across most asset classes 
throughout the month. US President Donald Trump’s latest announcement that the US 
will postpone an increase in US tariffs on Chinese imports beyond the original March 1 
deadline has boosted sentiment further. Trump has also suggested that a meeting with 
Chinese President Xi Jinping to sign a deal to end the trade war could take place later in 
March 2019. Adding to the positive sentiment, policy makers have been doing their utmost to 
communicate that they are responsive to uncertain economic conditions. US Federal Reserve 
(Fed) officials have emphasized repeatedly that they will be patient and have paused the 
regular increases in policy rates. Chair Powell has said that the Fed is prepared to limit the 
reduction of its balance sheet, while the European Central Bank (ECB) has implied that it 
will roll out further easing measures for banks. The Fed is reviewing its policy framework to 
tolerate slightly higher inflation. China has also been stimulating its economy and there are 
early signs of improvement. Recent data shows renewed broad credit growth and we expect 
further government stimulus to reverse last year’s growth slowdown.

Over the longer term, for the rally in risk asset prices to be sustained, we will need to see 
signs that global economic growth is stabilising. This is especially true for emerging markets 
(EM), where both equity and credit performance has significantly lagged that of US assets 
since second quarter of 2018. The EM underperformance was driven by concerns over 
rising rates, a strengthening US dollar, trade fears and, most importantly, concerns over 
slowing EM growth – particularly in China. Policy-makers are currently hampered by a lack 
of clarity about the degree that growth has slowed. Frontloading of trade ahead of tariffs, 
the US government shutdown and Chinese New Year distortions have all made the data 
hard to read. This results in an unhealthy reliance on “softer” measures of confidence, which 
could have been affected by financial market volatility. This will be a short-term problem and 
the smoke should clear by second quarter of 2019. Given the above, we lower our 10-year 
forecast to 3% on a 12-month view. All told, that brings the moderation in view to 50 bps 
(from 3.5% to 3%) over the last quarter. With the current level in the 2.65% to 2.7% range, a 
level of 3% thus implies a view that there will be a slow parallel shift in the curve. The house 
view is still for one more Fed hike this year, but much later down the line.
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March 2019
Risk markets remained choppy in March 2019, as moderating macroeconomic data and 
an ever more accommodative US Federal Reserve (Fed) fuelled global growth concerns. 
These combined with an inversion of the 3-month and 10-year US yield curve have stoked 
US recession fears. Across the Atlantic, unexpected weakness in EU Purchasing Managers’ 
Index (PMI) reinforced fears of decelerating growth momentum and led to bouts of weakness 
in European equities. Further east, however, China’s proactive measures in rolling out 
targeted fiscal stimuli to stem the domestic economic slowdown plus more concrete signs 
of progress in the US-China trade negotiations have provided some comfort that global 
growth would not fall off the cliff. Slowdown is clear, but this is not expected to turn into an 
outright contraction. 

The prospect of slower growth in developed economies is a clear concern to emerging 
markets, but many of them – especially in Asia – retain significant policy flexibility to respond 
to a more difficult external environment. For example, we can expect to see some of last 
year’s interest rate increases in ASEAN reversing as the year progresses. Elections always 
offer a source of uncertainty, but the two major Asian democracies going to the polls this 
year – India and Indonesia – seem likely to return the current leaders, so a pro-reform bias 
to policy should continue. More generally, most emerging markets are not showing the sorts 
of imbalances – external deficits, budgetary problems, over-valued exchange rates, severe 
inflation – that produce vulnerability to external events. Idiosyncratic problems will always 
occur, but systemic risk looks low. 

Despite the volatility, emerging market bonds continue to demonstrate strong performance 
helped by the positive Chinese fiscal policy actions, G3 central bank easing and a steady US 
dollar. The10-year US Treasury faced downward pressures in the quarter, especially towards 
the latter half of March 2019. It had peaked in mid-January 2019 at 2.78% and hit a low of 
2.37% at the close of March 2019, bringing broader yields back to early-2018 levels. While 
parts of the US yield curve have inverted, not all indications of curve shape signal inversion. 
The longer end of the US curve is still higher than the 2-year segment. The 30-2 Year swap 
spread is still far away from inversion – it has been stuck in a range of 10 to 30 basis points 
for almost a year now, and the 10-2 Year cash bond spread is also still in positive territory. 
The level to which long rates have dropped, combined with an economic outlook that still 
look to be better than a recession, leads us to be cautious on extending duration significantly. 

We continue to increase our emerging market corporate bond holdings as we seek to narrow 
the underweight gap within investment grade credits. A more relaxed Fed would be positive 
for emerging market assets, as trend so fund outflows reverse while government fiscal and 
monetary positions are no longer strained by the widening interest rate differentials. With 
a constructive view on emerging market assets coupled with our belief that US rates could 
soon peak, we look to move our Investment Grade bond holdings closer towards a neutral 
stance whilst maintaining the preference for High Yield bonds. In March 2019, the Fund 
further added to new risk exposures in North Asia.
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April 2019
Risk markets were relatively well-behaved in April and have continued to perform well in an 
environment of low volatility as policy actions have brought calm to the markets, resulting in 
a gradual rise in equity markets, a compression of credit spreads and a decline in the cost 
of insurance. US corporate earnings for 1Q2019 have so far delivered more positive than 
negative surprises, with over half of S&P500 index companies having reported results by 
end-April. Another key factor driving this rally has been increasing market optimism over 
a China-US trade deal. While a positive deal is certainly possible, the danger is that the 
market is vulnerable to disappointment after aggressively pricing in a decisive and concrete 
trade resolution. We are circumspect about the risk-reward trade-off over the short-run, 
considering the sharp rally year-to-date, and would not be surprised if near-term volatility 
flared up again, particularly as the market has aggressively front-run a China-US trade deal 
and a global growth rebound. 

Early-year concern over the economic outlook has faded as data first stabilized and more 
recently started to rebound. Recession looks even less likely than it did three months 
ago. The situation is about as good as could be hoped for, at such a mature stage in the 
cycle. Growth has certainly slowed as capacity is tight and productivity gains are hard to 
find, but inflation is still subdued and so central banks can remain accommodative. The 
main threat is a burst of inflation, but that has been the case for the past couple of years 
and has still failed to materialize. The unusually steady pace of global growth looks set 
to continue. Developed economies have slowed, but this is offset by resilience across 
Emerging Markets (EM), which make up a never-increasing share of global output. Risks 
in emerging markets continue to look idiosyncratic rather than systemic. Many emerging 
markets – especially in Asia – retain significant policy flexibility to respond to difficulties if 
necessary. Fiscal positions are mostly solid and we can expect to see some of last year’s 
interest rate increases in ASEAN reversing as the year progresses. In this environment, the 
US Federal Reserve (Fed) is unlikely to be in a hurry to change policy. Despite pressure 
for a rate cut, this looks hard to justify with such low unemployment and growth still running 
above trend. Conversely, hiking rates probably needs inflation to be above the 2% target 
which looks unlikely until late this year, or possibly 2020. A clear consequence of the Fed’s 
new stance is that volatility in markets has dropped. This is true generally, and also quite 
specifically in the fixed income market. Corporate bond markets continue to remain stable 
as credit spreads continue to inch tighter while US Treasury yields continue to range trade. 
Emerging Market Investment Grade (EMIG) corporate bond spreads compressed by 15 
bps to 205 bps, while Emerging Market High Yield (EMHY) corporate bond spreads shrank 
17 bps to end the month at 465 bps. Meanwhile, the benchmark US 10-year Treasury yield 
continues to trade tightly around the 2.5% level. 
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The benign interest rate outlook and ongoing dovish Fed policy stance continues to provide 
a supportive backdrop for EM Credit. However, after the robust start to the year, more 
challenging valuations coupled with decelerating global growth and a plethora of potential 
idiosyncratic roadblocks will present headwinds to this performance over the remainder of 
the year. We will keep our overweight position in EM HY bonds, motivated by the relative 
carry and benign default rate expectations, and seek to narrow the Investment Grade bonds 
underweight gap within the Fund. During the month, we participated in some new issues 
out of North Asia.

May 2019
May 2019 saw the return of heightened volatility in risk markets after US-China talks stalled 
and have broadened to include technology. In addition, unexpected US tariffs on Mexico 
imports linked to migration curbs also soured sentiment further. The implications of prolonged 
US-China tensions would include very significant disruptions to supply chains, especially in 
technology, and the uncertainty has already continued to depress business manufacturing 
confidence. Weakness is also starting to show in China’s latest economic data. In our view, 
the market has not fully priced in the negative impact of the trade risk and we expect near-
term volatility and consolidation to continue. Within our tactical asset allocation, we reduce 
overall risk by trimming our position in high yield bonds, which appear to be lagging recent 
downward moves in rates, and raising the cash buffer.

The long-simmering trade dispute between the US and China has taken an unexpected 
lurch towards escalation, rather than moderation. Uncertainty has been compounded by 
the threat of adding Mexico to the list of targets. Trade friction unavoidably casts a shadow 
over the growth outlook. Tariffs will slow US growth and push inflation higher, but the impact 
is probably only one or two tenths of a percent in any year. Of course listed firms, with their 
global businesses, will suffer more, but the overall impact is unlikely to be enough to send 
the $20 trillion economy into recession. Chinese growth indicators have stabilized – partly 
in response to an array of policy stimulus measures – before the latest flare – up with the 
United States. However, with the manufacturing Purchasing Managers' Index (PMI) dipping 
back below 50, there will be pressure for more policy support. Exports are less than 20% of 
Chinese GDP, so measures to offset the damage from US tariffs are feasible, but countering 
lost access to Western technology would be far more difficult.

The response in government bond markets has been severe. US Treasury 10-year rates 
have dropped to 2.12% from the 2.5% area; 2-year maturities have dropped to below 
2%. The curve still has a positive slope to it, but the specific segments where inversion is 
occurring have become more inverted. With the sentiment in markets as it is at the moment, 
it is difficult to foresee a scenario under which the previous forecast of 2.85% for 12 months 
in the 10-year makes sense. Given the benign consensus market view on rates, with no US 
rate hikes expected in the remainder of the year and an internal forecast of 2.15% on the US 
Treasury 10-year yield at end-2019, we may move towards a more neutral to modestly long 
view on portfolio duration.
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Risks in emerging markets continue to look idiosyncratic rather than systemic. Disruption 
to global supply chains and slower growth in developed economies present a challenge, 
but to some degree are offset by more dovish monetary policy. Many emerging markets – 
especially in Asia – retain significant policy flexibility to respond to difficulties if necessary 
and Malaysia and the Philippines have already cut rates. More generally, most emerging 
markets are not showing the sorts of imbalances – external deficits, budgetary problems, 
over-valued exchange rates, severe inflation – that produce vulnerability to external events. 
Localized problems will always occur, but systemic risk look slow. Financial market-wise, the 
Emerging Market Credit (JP Morgan CEMBI Broad) complex is up 6.5% – the best year-to-
date start since 2012 with High Yield up 7.1% and Investment Grade up 6.1% – however, the 
support coming from a benign interest rate outlook and ongoing dovish US Federal Reserve 
policy stance is challenged by renewed US-Sino trade tensions, weaker commodity prices 
and a strong US Dollar. With modest defaults thus far, we expect the trend to continue 
throughout the year and maintain the relative bias for high yield over investment grade. 
During the month, we participated in some new issues out of Asia and Africa.

June 2019
Market volatility continued to stoke skittish sentiment in June as investors stayed at the 
sidelines ahead of the G20 Summit near the close of the month. The much awaited Trump-Xi 
meeting at Osaka, Japan proved constructive with both sides agreeing to continue talks, with 
tariffs put on hold until further notice, and discussions on Huawei going in a more positive 
direction. Equity markets were already supported by dovish comments by global central 
banks and by improved US/China official comments ahead of the G20 meeting. Overall, this 
is a positive setup for risk assets over the near to medium term and were main constructive 
on markets.

With this outcome from the G20 summit, the likelihood of trade escalation over the near 
term is substantially reduced. That said, the event provided few specifics on talk schedules 
or a timeframe for an agreement, and there was also no clarity about whether they had any 
discussions on the central issues of conflict, i.e. technology transfers, intellectual property 
protections, market access and industrial policies. With no breakthroughs on key issues, 
we caution that there is still a risk of the final round of US tariffs being implemented should 
this ceasefire end, although the US would likely start with a low rate if it decides to push 
ahead with more tariffs. Our base case remains that the US Federal Reserve (Fed) will begin 
cutting rates in 2H2019, with the European Central Bank (ECB) and possibly the Bank of 
Japan (BOJ) following suit with accommodative action.
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The recent dovish policy comments from the Fed and ECB with respect to short-term policy 
actions area “game-changer” for Credit markets, providing an adrenaline shot into what 
was feeling like a rally that was running out of steam. Coupled with overall favourable top-
down sovereign and bottom-up company fundamentals and a sluggish USD, prospects for 
Emerging Market Credit appear reasonably promising for the 2H of 2019. However, we 
would not expect the 2H2019 performance to match that of the scintillating 1H2019 as the 
70 basis points decline in the 10-year US Treasury is likely not going to repeat during the 
ensuing six-month period. The self-inflicted wound of trade friction will continue to drive 
concerns over the global growth outlook, including that for Emerging Markets. 

The Fund continues to overweight high yield over investment grade. Our view is based on the 
following factors: 1) emerging market (EM) high yield is more attractive on a valuation basis 
versus comparably rated US credits than EM investment grade; 2) EM high yield stands to 
benefit more from an increased investor risk appetite in the wake of the Fed’s recent more 
dovish policy comments; 3) Default rates are at multi-year lows and distressed ratios do not 
suggest a rampant spike in the near future. Duration-wise, the Fund would continue to move 
towards a more neutral stance, on expectations that global monetary policy would remain 
friendly for longer.

July 2019
Market volatility increased at month-end as the latest US-Sino trade escalation by President 
Trump just after the US Federal Reserve (Fed) rate cut took the market by surprise. Our 
concern is that these impending 10% US tariffs on the remaining US$300 billion of Chinese 
imports are expected to exert far more economic harm than previous rounds, and to make 
things worse, will hit the consumer sector just before US purchasers place orders for the 
important year-end holiday season. With this setback, the downtrend in business confidence 
and weakness in global manufacturing that we’ve been seeing are likely to continue, and 
recession risks have edged higher. Commodity prices have immediately reflected the 
deterioration in the trade situation and the implications for global growth. We would expect 
them to continue to weaken. 

Central banks globally are adopting a more dovish monetary policy as they aim to cushion 
the global economic downturn sparked by trade tensions. The Fed lowered rates 25 basis 
points at its 31 July 2019 meeting and the European Central Bank (ECB) is likely to follow 
suit with monetary accommodation as early as September 2019. Trade conflict between 
the US and Europe remains another concern, and it could intensify before year end. As 
with China, the size and importance of the European Union makes retaliation a credible 
threat. Ultimately, this should restrain US action, although financial markets could still be 
unsettled by aggressive rhetoric from both sides. The Fed and the ECB can easily cut rates 
in September 2019 if they see weaker conditions. 
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With the US leading the way, Emerging Markets (EM) are also able to participate in  
the mini monetary policy easing cycle that is underway. Exchange rate pressure has 
abated, which is reducing inflationary threats and arrange of central banks have already 
pushed through interest rate cuts – the easy monetary policy is proving contagious globally;  
in Asia, the Indonesian and Korean Central banks recently lowered rates, following India 
and the Philippines that also reduced rates a few weeks prior. These decidedly dovish 
turns should prolong the “lower for longer” environment and underpin performance in credit 
markets. EM credit as defined by the JP Morgan CEMBI Broad is up 9.8%, with high yield 
up 11.0% and investment grade up 9.1%. Away from EM, US high yield is also off to its best 
start since 2009, up 9.9% while US investment grade is up a staggering 10.0%, the best start 
in two decades. 

The main threat to Emerging Markets – especially in Asia – is an unravelling of the 
globalisation and extended production networks of the post-Cold War era. Most emerging 
markets in Asia are approaching the challenge from a position of relative strength, as  
they are not showing the sorts of imbalances that have caused disruption in the past. 
Idiosyncratic problems, however, are always a danger but systemic risk look slow. The Fund 
remains sanguine towards high yield over investment grade, but may look to opportunistically 
close the underweight gap in investment grade bonds while adding to portfolio duration.  
We will continue to invest into quality EM corporate bonds in the gradual deployment of  
our cash buffer. During the month, we participated in some new issues out of Asia and the 
Middle East.

August 2019
Risk markets hit turbulence in August with Asia ex-Japan equities bearing the brunt of 
the sell-off driven by further escalation of trade tensions, which took the market off-guard, 
despite the US Federal Reserve (Fed) delivering a friendly rate cut at end-July. Investors 
endured a disorientating roller coaster ride as recession fears rose as the 2-year / 10-year 
US Treasury yield curve inverted on 14 August for the first time in 12 years. This was soon 
followed by a series of unnerving developments that culminated in a rapid escalation of the 
US-China trade war. Most notably, President Trump’s Twitter tirade on 23 August announced 
that he would raise tariffs on some Chinese goods to as high as 30% on 1 October, while 
also slapping new tariffs of 15% on other Chinese goods in stages, on 1 September and 15 
December, up from a planned 10% tariff rate announced earlier. His tirade was in response 
to China’s planned retaliatory tariffs of up to 10% on USD75 billion of US goods, announced 
earlier that same day. 
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While recession risk is significant and rising, we believe it is premature to forecast a global 
recession over the next 12 months as a baseline scenario, and it is more likely than not that 
the economy will bend and not break. Global manufacturing is struggling and escalating 
trade friction suggests that an early improvement is unlikely. However, the much-larger 
service sector is proving surprisingly resilient and will gain support from moderate policy 
stimulus over the coming year. This points to a continuation of the expansion of the past 
decade, albeit with plenty of down side risks. Central banks have been talking more seriously 
about strategies to get inflation rates higher, closer to the 2% level targeted by the Fed,  
the European Central Bank and the Bank of Japan; therefore, policy rates are unlikely to 
move up significantly even during the next recovery phase. Meanwhile, policy measures 
such as quantitative easing that were previously considered unorthodox have now gone 
main stream. Central bank bond-buying operations will continue and should keep longer 
maturity yield slow. In this environment, we expect bond store main supported even after the 
recent moves. 

Global credit markets had one of the more volatile and indeed peculiar months in recent 
memory. Emerging Market (EM) credit actually gained almost 0.6%, extending the year’s 
streak of positive months. However, how this return was achieved is interesting. The return 
is comprised of a 2.3% positive return in US Treasuries and a -1.7% return in credit as 
spreads widened more than 40 basis points (bps) during the month. Furthermore, while EM 
investment grade rose 2.1%, EM high yield declined 1.2%. Away from emerging markets, 
US high yield rose 0.2% while investment grade rose a staggering 3.2%, its best monthly 
return in 40 years, despite more than 10 basis points in spread widening. We view the 
coming months as a dog-fight between declining economic growth momentum on one hand 
and the insatiable demand for yield on the other, the latter buttressed by widespread global 
monetary easing. Nevertheless, the flight to quality saw EM high yield spreads widen and 
retail investors withdraw money from emerging markets. 

Fundamentally, low inflation and relatively steady exchange rates across many emerging 
markets are providing policy space to cut interest rates in line with the easing cycle that 
has begun in developed markets. As ever, there are a few economies that dominate market 
concerns – such as Argentina and Turkey – but the broader picture shows a lack of systemic 
risks. Asia does not look particularly vulnerable to short-term pressures, as a result of the 
more prudent policy management since Asian crisis more than two decades ago. The greater 
risk is an unwinding of the globalization of the post-Cold War era, where US trade policy is 
the most striking threat, but not the only one. The Fund remains sanguine towards high 
yield over investment grade, but may look to opportunistically close the underweight gap in 
investment grade bonds while neutralizing portfolio duration. We will continue to invest into 
quality EM corporate bonds in the gradual deployment of our cash buffer. During the month, 
we participated in some new issues out of Asia.
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September 2019
Risk markets flip-flopped in the month, as markets have been buffeted by twists and turns 
in US-China relations as well as various opposing forces – supportive central bank policies 
and a halt to declines in some economic indicators on the positive side, and US Presidential 
impeachment proceedings, attacks on Saudi Arabia oil infrastructure and hard-Brexit risks 
on the negative side. Trade frictions will continue to ebb and flow on various fronts, with few 
expectations of an early resolution. The uncertainty hurts growth, on top of the actual tariffs, 
but both are triggering a mild policy response to offset the damage. Domestic service sector 
activity remains fairly resilient, which gives hope that the world is facing a moderate slow 
down rather than anything worse. 

Bond volatility remained high as the 10-year US Treasury yields rose 45 basis points before 
declining another 15-20 basis points. US Treasury volatility remained well above the annual 
average. Nevertheless, global credit had a solid month in September, with the High Yield 
Credit markets leading the way. Emerging Market (EM) Credit was up a respectable 0.4% 
in September. The more UST influenced Investment Grade was down 0.2% as the positive 
Credit and negative UST influences pretty much cancelled each other out. On the other hand 
EM High Yield was up a robust 1.4%. Outside of Emerging Markets, US High Yield had a 
decent month (+0.3%) while US Investment Grade declined 0.6%.

Expectations are rising for a limited US-China trade deal before the end of the year, which 
together with central banks easing monetary policies are supportive for confidence and asset 
prices. Investors will look beyond the US-China handshake expected at the APEC meetings 
in November, which will not resolve the many deep-rooted and complex issues plaguing  
the relationship between the two powers. Uncertainties remain over other trade issues 
across the world. Adding to the litany of risks is the impeachment inquiry into President 
Trump launched by the US House of Representatives. A potential impeachment could exert 
more pressure on Trump to strike a mini-deal. However, the risk is that Trump could decide 
to play up trade conflict again to distract from the impeachment proceedings ahead of his 
re-election campaign.
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Emerging markets as a group lack the imbalances that have led to systemic problems in the 
past. Difficulties in countries like Argentina are idiosyncratic and unlikely to have broader 
consequences. However, trade dependency is high for most emerging markets – either 
through commodities or manufactured goods – so US-centred friction will unavoidably hurt 
growth. Asia has plenty of policy flexibility, partly due to better economic management since 
the Asian crisis more than two decades ago. Several central banks around the region have 
already cut interest rates, which will cushion part of the damage from disruption to trade flows. 
Some countries will benefit from production shifting out of China, but the region is vulnerable 
to shortened production chains and a more general unwinding of the globalization of the 
post-Cold War era. We continue to expect one to two more 25bp cuts from the US Federal 
Reserve over the next six months as structural risks persist. Overall, accommodative policy 
will continue to underpin risk assets, as other major central banks and top policymakers 
have also made it clear that they stand ready to support growth. The Fund remains sanguine 
towards high yield over investment grade, but may look to opportunistically close the 
underweight gap in investment grade bonds while neutralizing portfolio duration.  We will 
continue to invest into quality EM corporate bonds in the gradual deployment of the cash 
buffer. During the month, we participated in some new issues out of Asia and Latin America.
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Total Returns

1.1.2019 
To 

31.3.2019

1.4.2019 
To 

30.6.2019

1.7.2019  
To 

30.9.2019

1 Year’s 
Period 

(1.10.2018 
To 

30.9.2019)

3 Years’ 
Period 

(1.10.2016 
To 

30.9.2019)

Financial 
Year-

To-Date 
(1.1.2019 

To 
30.9.2019)

Since 
Investing 
Date To 

30.9.2019

Pacific 
Emerging 
Market 
Bond 
Fund 
Class
MYR

Benchmark

5.43%

3.87%

2.65%

4.56%

0.91%

3.02%

8.72%

12.19%

12.29%

18.55%

  9.21%

11.88%

19.11%

30.98%

Pacific 
Emerging 
Market 
Bond 
Fund
Class  
MYR2

Benchmark

-

-

-

-

-

-

-

-

-

-

-

-

0.54%

0.56%

Pacific 
Emerging 
Market 
Bond 
Fund
Class
USD

Benchmark

-

-

-

-

-

-

-

-

-

-

-

-

0.51%

0.36%

Note:
• Pacific Emerging Market Bond Fund Class MYR – Launch date: 26.1.2016;
 Investing date: 2.3.2019
• Pacific Emerging Market Bond Fund Class MYR2 – 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)

Cash And Liquid Assets

As At
30 September 2019

Income Distribution

Gross distribution per unit

Net distribution per unit

NAV per unit
(as at 30 September 2019)
Class MYR
Class MYR2
Class USD

Pacific Emerging Market Bond Fund
 0.72 sen (31.1.2019: 0.51 sen
                 30.4.2019: 0.21 sen

            31.7.2019: - sen)

0.72 sen (31.1.2019: 0.51 sen
                30.4.2019: 0.21 sen

            31.7.2019: - sen) 
 

RM1.0702
RM1.0054

  USD1.0001

100.81%

    (0.81%)
100.00%
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43,083,521 

 71 
 79,832 

 247,175 
 43,410,599 

144,529 
 11,824 

 517,520 
 673,873 

 42,736,726 

44,154,777  
 (1,418,051)

  42,736,726 

 43,410,599

UNAUDITED STATEMENT OF FINANCIAL POSITION
As At 30 September 2019   

Assets     
Investments 
Interest receivable
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

2019 
RM 
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42,723,746 

2,513 
10,467 

42,736,726 

  39,922,690 
2,500 
2,500

1.0702 
1.0054 
4.1868  

RM1.0702 
RM1.0054 

USD1.0001 

 

UNAUDITED STATEMENT OF FINANCIAL POSITION (continuation)
As At 30 September 2019   

Net Asset Value Attributable To Unitholders
- Class MYR
- Class MYR2
- Class USD

Number Of Units In Circulation (Units)
- Class MYR
- Class MYR2
- Class USD

Net Asset Value Per Unit (MYR)
- Class MYR
- Class MYR2
- Class USD

Net Asset Value Per Unit In Respective Currencies
- Class MYR
- Class MYR2
- Class USD

2019 
RM 
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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 gain 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 Income Before Taxation
Taxation
Net Income After Taxation
    
Total Comprehensive Income

Total Comprehensive Income  
    Is Made Up As Follows:
Realised income
Unrealised income

UNAUDITED STATEMENT OF COMPREHENSIVE INCOME
For The Financial Period From 1 January 2019 To 30 September 2019

          

 1,691,896 
 

10,752 

 (128,932)
   (1,759,510)

 668,030
55

4,915,760

5,398,051

  5,760 
 1,870 

 325,578 
 15,988 
 10,093 

 359,289 

 5,038,762 
 - 

 5,038,762 

 5,038,762 

 122,947 
 4,915,815 
 5,038,762 

1.1.2019
to

30.9.2019
RM
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Growing Together 
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A member of the OCBC Group

1001, Level 10, Uptown 1, No. 1 Jalan SS21/58, Damansara Uptown, 47400 Petaling Jaya, Selangor 
Tel: 03-7712 3000  Fax: 03-7712 3001  
E-mail: customercare@pacificmutual.com.my  Website: www.pacificmutual.com.my

INSTITUTIONAL UNIT TRUST ADVISER
OCBC Bank (Malaysia) Berhad (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.

INVESTORS ARE ADVISED TO PROVIDE UPDATED PERSONAL DETAILS TO PACIFIC MUTUAL
ON A TIMELY BASIS. YOU MAY UPDATE YOUR DETAILS VIA OUR E-SERVICE AT 
www.pacificmutual.com.my OR CALL 03-7712 3197 | E-MAIL customercare@pacificmutual.com.my

To reach out for excellence,
to persevere, to mutually trust
and support.  

That’s the essence of
growing together with
Pacific Mutual
for a brighter future. 


