
 

 

 

 

 

Dickie’s View July 2020 
 
Nomura Asset Management, Published 9th July 2020 

 
Richard “Dickie” Hodges, Manager of the Nomura Global Dynamic Bond Fund, 

provides his view of the fixed income market environment: 

 
  
• Risky assets will continue to be supported by current and future waves of both fiscal and 

monetary policy from global governments and central banks; 

 

• Economies will continue to post terrible numbers, with high unemployment rates, businesses 

continuing to fail and defaults rising;  

 

• The Fund remains long risk to sectors of both investment grade and higher yielding credit assets 

whilst keeping hedging in place to mitigate short-term downside risk. 

 

 

Strategy & Positioning – Looking Forward 

 

The Fund continues to be invested in areas which have further to recover, including selected Emerging 

Markets and in the contingent convertible debt of European and UK banks and insurance companies. 

Subordinated financials in particular should benefit from the ECB’s recommendation for banks to desist 

from shareholder friendly activities including discretionary dividends and share buybacks. If yield 

curves steepen in the longer term, as we expect, they will benefit from this too and moves towards 

fiscal and banking union across Europe will be supportive. 

 

The Fund continues to have some exposure to the investment grade sector and, to a much more 

limited extent, “fallen angels” within the upper part of the High Yield market. These bonds offer more 

attractive levels of spread than they did at the New Year and (crucially) benefit from the direct support 

of the central banks’ asset purchase programs. This said, spreads have narrowed over the past 3 

months, decreasing the future return opportunity, so we have taken profits to a degree. 

 

The path of Covid infection rates remains uncertain, but it is already impacting the pace of economic 

re-opening particularly in the US. The threat of sanctions on Hong Kong with wider implications for 

US/China trade is another potential source of volatility for markets. Moreover, the US Presidential 

election is now swinging into view.  

 

We have repeatedly stated that we expect bouts of volatility in a generally positive path for risky assets 

over the coming months. Volatility is expected by market participants and reflected in the pricing of 

hedging, which remains elevated. For this reason, we must carefully manage the costs of the hedging 

we implement for the Fund. 



 

 

 

We therefore maintain a meaningful degree of equity put option hedging on the Fund (expiring in July), 

bolstered by CDS-based protection against widening in Financials spreads. This should serve to 

mitigate volatility in Fund performance if risky asset prices do suffer in the short term. The equity put 

options hedges have been rendered close to costless by active management through June and will 

continue to be actively managed and adjusted. 

 

In addition, the Fund has rebuilt allocations to US Treasuries, particularly at the extreme short end of 

the yield curve – these bonds act as a volatility damper in the short term and offer a pool of liquidity 

that can be tapped if volatility leads to greater return opportunities as the impact of any viral second 

waves becomes clearer. 

 

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. 
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Disclosures  

 

This report was prepared by Nomura Asset Management U.K. Ltd. for information purposes only on the 

general environment of investment conditions. The contents of this report are not intended in any way 

to indicate or guarantee future investment result as the value of investments may go down as well as 

up.  

 

Furthermore, this report is not intended as a solicitation or recommendation with respect to the 

purchase or sale of any particular investment. 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. 

 

The strategy may invest in Emerging Market or High Yield debt securities. Emerging markets debt 

securities tend to be more volatile than those of more developed capital markets and can carry a higher 

risk of default.  Therefore, any investment is at greater risk. High Yield securities also tend to 

experience higher levels of volatility and default than investment grade securities; again, therefore, any 

investment is at greater risk. The strategy may invest in derivatives including (but not limited to futures, 

forwards, options, swaps and swaptions. Some of these securities are exchange traded, others are not.  

 

Derivatives traded on an exchange are guaranteed by the exchange. Derivatives that are not exchange 

traded carry risk of default by the counterparty. In almost all cases (other than long positions in 

options), the derivatives used may result in losses greater than the amount of the original investment. 

Investors in the Nomura Funds Ireland umbrella cannot experience losses greater than the amount 

invested. Nomura Asset Management U.K. Ltd. is authorised and regulated by the Financial Conduct 

Authority. 

 

Nomura Funds Ireland plc 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 prospectus, key investor information document (KIID) and other fund related materials are 

available on the NAM UK website at www.nomura-asset.co.uk. 

 

 


