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Summary 
 

 Our main prediction – or warning – for 2021 is that volatility will stay with us.  

 Mixed and highly variable economic data releases are likely to persist and they will have a significant 
influence on investor sentiment.  

 This volatility will be a challenge, but given the flexibility and broad toolkit at our team’s disposal, we 
believe it also represents opportunity. 

 As we enter 2021, we retain highly selective positions across a range of credit markets where spreads 
still offer value and investor demand for yield provides support. We believe these holdings will drive 
attractive returns for our investors in the year ahead.  
 

 
 
For as long as we can remember, a chorus of experts have explained at the start of each year how fixed 
income markets can no longer offer attractive returns – and typically they are wrong. 2020 was no 
exception, despite some twists and turns along the way.  
 
As 2021 approaches, there is little doubt the naysayers will once again appear. However, we are confident 
there are plenty of reasons for fixed income investors to be optimistic.  
 
We believe that fiscal stimulus measures on both sides of the Atlantic will be agreed. With a Republican-
controlled US Senate being the most likely outcome, any stimulus package may be both delayed and less 
generous than if the Democrats had control. But markets are already pricing in a significant stimulus given 
that politicians will likely realise that, in a Covid-19 environment, they have no choice but to continue to 
prop up the economy.  
 
We see a similar situation in Europe, where secondary lockdowns have been more severe and exacerbated 
an already weak economic situation. European politicians will need to do more to support their economies, 
and we believe they will. 
 



These measures, along with accommodative policies from central banks that will keep interest rates on hold, 
will support capital markets in the medium to long term.  
 
However, we are mindful that the immense fiscal and monetary stimulus we have seen could create 
inflationary pressures. Should it take off and push bond yields higher and steeper, we believe central banks 
will intervene to ward off any sovereign debt affordability issues. 
 
This optimism must also be balanced with caution and despite the ongoing Covid-19 emergency, much of 
the good news we are still expecting has already been priced in.  
 
Risk markets have had a strong run since the lows of March 2020, with vaccine approvals boosting them yet 
further towards the end of the year. Because of this, we believe subsequent similar announcements will be 
greeted by ever-more muted responses, and are therefore beginning 2021 with less capital (after hedging) 
deployed to risk assets than we have had for most of 2020.  
 
Our main prediction – or warning – for 2021 is that volatility will stay with us. Mixed and highly variable 
economic data releases are likely to persist and they will have a significant influence on investor sentiment.  
This volatility will be a challenge, but given the flexibility and broad toolkit at our team’s disposal, we believe 
it also represents opportunity. We spent much of 2020 responding to and anticipating the considerable 
swings in physical bond prices. We also benefited from our ability to quickly hedge when we thought it 
necessary to protect against short-term sell-offs.  
 
As we enter 2021, we retain highly selective positions across a range of credit markets where spreads still 
offer value and investor demand for yield provides support. We believe these holdings will drive attractive 
returns for our investors in the year ahead.  
 
These positions include some of the more cyclical sectors within high-yield credit and convertibles, European 
banks and emerging markets. We are also keen on insurance credit, a sector where we think M&A seems set 
to continue. 
 
We have maintained a substantial allocation to highly liquid, short-term instruments that we can sell off 
quickly if attractive entry points to our target holdings become available amid the volatility.  
 
While we can never know what a New Year may bring, we can be well prepared. We believe 2021 will offer 
fixed income investors both challenge and opportunity – and we are ready for both.  
 
 

 
 

Disclosures 

This information was prepared by Nomura Asset Management U.K. Limited from sources it reasonably believes to be accurate and 
is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to law or regulation.  

The contents are not intended in any way to indicate or guarantee future investment results as the value of investments may go down 
as well as up.  Values may also be affected by exchange rate movements and investors may not get back the full amount originally 
invested.  Before purchasing any investment fund or product, you should read the related prospectus and/or documentation in order 
to form your own assessment and judgment and, to make an investment decision. This report may not be reproduced, distributed or 
published by any recipient without the written permission of Nomura Asset Management U.K. Limited. 

https://www.nomura-asset.co.uk/download/insight/Nomuras-Global-Dynamic-Bond-Fund-in-2020.pdf


This information is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution 
or use would be contrary to law or regulation. Whilst all reasonable steps have been taken to ensure that information contained in 
this document are correct, we do not offer any warranty as to the accuracy or completeness of such information. 

Furthermore, the contents of this document are not intended in any way to indicate or guarantee future investment results as the 
value of investments may go down as well as up. Securities and derivatives markets are subject to rapid and unexpected price 
movements and you may get back less than you originally invested. Values may also be affected by exchange rate movements 

Derivatives such as futures, forward foreign exchange and contracts for difference carry a high level of risk to your capital. A key risk 
of leveraged trading is that if a position moves against you, you can incur additional liabilities far in excess of the initial margin deposit. 
You should ensure that you fully understand the risks involved and if necessary, seek independent advice 

Corporate debt and Emerging Market debt securities carry a degree of default risk – a risk that capital invested will not be repaid – 
and therefore may display higher rates of volatility than developed market sovereign debt. High yield debt carries a higher degree of 
default risk and associated potential volatility. 

At times the fund may invest in cash, near cash and / or deposits up to 100% and have derivatives exposures of up to 100% of the 
fund’s assets.  More details of the use of financial derivative techniques are available from the Statement of Risk Management Process 
of Nomura Funds Ireland plc. 

The Nomura Funds Ireland Global Dynamic Bond Fund is a sub-fund of Nomura Funds Ireland plc, which is authorised by the Central 
Bank of Ireland as an open-ended umbrella investment company with variable capital and segregated liability between its sub-funds, 
established as an undertaking for Collective Investment in Transferable Securities under the European Communities (Undertakings 
for Collective Investment in Transferable Securities) Regulations 2011.  

The shares in the fund have not been and will not be offered for sale in the United States of America, its territories or possessions 
and all areas subject to its jurisdiction, or to United States Persons. This document is not intended in any way to indicate or guarantee 
future investment results as the value of investments may go down as well as up. Values may also be affected by exchange rate 
movements and investors may not get back the full amount originally invested. The fund may invest in Emerging Markets and High 
Yield debt securities which tend to be more volatile than those of more developed capital markets or investment grade securities so 
any investment is at greater risk.  

Investors in the Nomura Funds Ireland umbrella cannot experience losses greater than the amount invested. At times the fund may 
invest in cash, near cash and / or deposits up to 100% and have derivatives exposures of up to 100% of the fund’s assets. More 
details of the use of financial derivative techniques are available from the Statement of Risk Management Process of Nomura Funds 
Ireland plc. Before purchasing any investment fund or product, you should read the related prospectus and fund documentation, 
including full details of all the risks associated with it, to form your own assessment and judgement on whether this investment is 
suitable in light of your financial knowledge and experience, investment objectives and financial or tax situation and whether to obtain 
specific advice from an investment professional.  

The prospectus and Key Investor Information Document are available in English from the Nomura Asset Management U.K. Ltd 
website at www.nomura-asset.co.uk.  Nomura Asset Management U.K. Ltd. is authorised and regulated by the Financial Conduct 
Authority.  
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