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Richard “Dickie” Hodges, Manager of the $4bn Nomura Global Dynamic Bond Fund, provides his view of the 
fixed income market environment: 

 
• We expect inflation to rise during Q2 2021 and remain elevated throughout the remainder of the year, but not 

to accelerate far away from the Fed’s target.  
• Interest rates are, in our view, on hold for the remainder of this year and beyond, despite an improving 

economic situation. 
• Whilst rates are on hold for now, if inflation does embed and the markets start to anticipate multiple rate 

hikes by the Fed, this will cause risk assets to fall in value, just as they did in 2018. 
• We have a meaningful allocation to longer-dated EM hard currency and local currency bonds where we 

believe there is sufficient yield cushion to more-than-offset the losses that we expect through the inherent 
duration exposure. 

• However, with spreads so narrow, we continue to hold almost 30% of the Fund in short-dated US Treasuries.  

Strategy & Positioning – Looking Forward 
 
Almost all our conversations with Fund investors over the last few weeks and months have focussed on the topics of 
inflation and the future path of yield curves, particularly in the US. This makes sense – the future path of the yield 
curve will have tremendous implications for all asset prices in future. 
 
So far this year we have seen yield curves steepen as the prospects for economic recovery have improved. Although 
the trend paused in April, we believe it can resume – as economies continue to reopen the possibility of moves higher 
still in long end yields remains real. 
 
Part of our belief that yields can rise further is that we see inflation starting to come through. We expect inflation to 
rise during Q2 2021 and remain elevated throughout the remainder of the year, but not to accelerate away.  
 
There are temporary supply side constraints that are forcing the prices of some goods higher, but this is far from the 
sustainable inflation that the Fed wants to see before it thinks of raising interest rates. For that, we need to see 
sustained wage inflation, and there is considerable slack in the labour market that needs to be absorbed before wage 
inflation becomes embedded. 
 
Some inflation would be perceived as good news – if prices start to rise, more of the recently-arrived stimulus cheques 
may be spent, rather than languishing in the banking system. 
 
As a result, interest rates are, in our view, on hold for the remainder of this year and beyond, despite an improving 
economic situation. This adds up to a supportive environment for risk assets, which goes some way to justify the very 
low levels of credit spreads and near all-time-high equity market valuations that we see today. 



 
 

 

 
As we have repeatedly stated, we do not believe that higher long end yields are problematic for risk markets. Risk 
assets will be far more sensitive to changes in short term yields – expectations for interest rates. 
 
Whilst rates are on hold for now, if inflation does embed and the markets start to anticipate multiple rate hikes by the 
Fed (no earlier than late 2022), this will cause risk assets to fall in value, just as they did in 2018, the last time the Fed 
hiked rates. 
 
For now, we believe that risk assets have further to run, and we have allocations to higher-yielding sectors, including 
High Yield debt itself (although much of this exposure is via subordinated issues of otherwise investment grade 
companies) and contingent convertible bonds of European financials. 
 
We also have a meaningful allocation to longer-dated EM hard currency and local currency bonds where we believe 
there is sufficient yield cushion (and the potential for capital appreciation through spread narrowing) to more-than-
offset the losses that we expect through the inherent duration exposure. 
 
However, with spreads so narrow, we do not believe it is the right time to be maximising risk, so continue to hold 
almost 30% of the Fund in short-dated US Treasuries. This stabilises the Fund and offers liquidity to help us take 
advantage of future opportunities from volatility.  
 
We also continue to have a measure of protection in place in the form of investment grade CDS exposures, and we 
hedge a substantial portion of the Fund’s duration exposure through US Treasury futures at the 2 year and 5-year 
points of the curve. 
 
Richard “Dickie” Hodges 

 
Dickie Hodges began his career in 1986 at Chase Manhattan Bank in Fixed Income operations, 
before joining Natwest Investment where he was responsible for management of a number of 
specialist investment funds employing derivatives and cash instruments to implement 
quantitative strategies. 
 

He spent 18 years at Gartmore where he was Head of Pan European Portfolio Construction with responsibility for 
both their SICAV European Corporate Bond Fund and their SICAV European Bond Fund. 
 
Prior to joining Nomura Asset Management in November 2014, Dickie held the role of Head of High Alpha Fixed 
Income at Legal & General Investment Management, managing its “Dynamic Bond Trust” – an unconstrained fixed 
income fund which he managed from its inception in 2007 until April 2014.   
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The Nomura Asset Management Group is a leading global investment manager. Headquartered in Tokyo, Nomura 
has additional investment offices throughout the world including London, Singapore, Malaysia, Hong Kong, 
Shanghai, Taipei, Frankfurt and New York. With a global workforce of over 1,300 employees it has been operating 
in Europe for the past 30 years. Today Nomura Asset Management provides its clients with a wide range of 
innovative investment strategies including global, regional and single country equities, high yield bonds, alternative 
investments and global fixed income strategies. 
 
SFDR Disclosure 
The EU Sustainable Finance Disclosure Regulation (“SFDR”) requires investment firms to formalise how sustainability is integrated into their 
business and processes, and to make new public and client-facing disclosures on sustainability matters. The aforementioned disclosures 
relating to Nomura Asset Management U.K. Limited are published on our website at https://www.nomura-asset.co.uk/responsible-
investment/esg-sustainable-investment/. Product related disclosures regarding Nomura Funds Ireland PLC, its sub-funds can be found in the 
prospectus. The Nomura Global Dynamic Bond Fund is an Art. 6 fund according to SFDR.  
 
Disclosures 
This information was prepared by Nomura Asset Management U.K. Limited and distributed by Nomura Asset Management Europe KVG mbH – 
UK Branch 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. 
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 
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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.  
Nomura Asset Management Europe KVG mbH is authorised and regulated by the Federal Financial Supervisory Authority (BaFin). Its UK 
Branch is also authorised and regulated by the Financial Conduct Authority (FCA). 
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