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_______________________________________________________________________________________ 

 

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

fixed income market environment: 

  

 Current and future waves of both fiscal and monetary policy will drive risk markets higher;  

 Developed market sovereign bonds offer poor value, with yields close to the bottom of established ranges; 

 Medium-term optimism is balanced with more caution in the shorter-term; 

 As a result, some risk exposure was reduced in July. 

 

________________________________________________________________________________________ 

 

Overall, the picture in July was of risk reduction. 

 

Firstly, the approximate 4% position in Egyptian sovereign bonds was halved, due in part to tensions on the country’s 

southern border with Ethiopia and fears that any increased prospect of military action might impact the future 

liquidity of the bonds. 

 

Overall portfolio risk was lowered by the accumulation of a relatively large position in US Treasuries. By month end, 

the total exposure had reached almost 25% at Fund level, with approximately half of this exposure through very 

short-dated issues. Not only do these bonds reduce overall portfolio risk, they also serve as a source of liquidity for 

future return opportunities. 

By contrast, the allocation to HY was increased slightly to approximately 13% of the portfolio. Additions were 

made in both primary and secondary markets, with a bias towards well-capitalised companies in both Europe and 

the US, notably in Cyclical sectors such as Autos and Services. These sectors will benefit from an improvement in 

economic activity and are likely to be supported by government policies. 

 

Strategy & Positioning – Looking Forward 

 

Our medium to long-term view of markets remains positive – we believe that current and future waves of both fiscal 

and monetary policy will drive risk markets higher, even though economic recovery will take longer. 

 

In the shorter term, if the summer produces its usual dearth of liquidity, this could combine with a continued need 

for companies and governments globally to issue debt and the inevitable political risk of the US election to result in 

volatility – hence our rationale to reduce risk in July. 

 



 

 

 

Many of the Fund’s key positions have remained in place for some time. A relatively large allocation to Emerging 

Markets is amongst these and by far the largest single country position within our EM exposure is to Russia, although 

this had fallen to 5.2% of the Fund by the end of July. 

 

The Russia position was negative for performance in July, but we remain positive in our outlook. Russia’s economy is 

beginning to open up after the first severe wave of the Coronavirus, and gold and oil prices are supportive, as is the 

signalling of potential future rate cuts by the Central Bank. The major risk to Russia is geopolitical, and we believe 

that this risk will come into sharper view as the US election campaign proceeds. For this reason, we have 

concentrated our exposure towards the shorter end of the Russian yield curve and do not intend to add to exposures 

at present. 

 

Exposure to Financials, across the capital structure, but notably via the deeply subordinated issues of European and 

UK banks, is another key position. Increased non-performing loan provisions have weighed on the sector, as has 

profit-taking by some investors after the EU’s rescue package announcement. We remain positive, and expect most 

issuers to maintain coupon payments on their AT1 bonds. Periods of volatility could offer opportunities to add 

further, but for now we are comfortable maintaining the position. 

 

Developed market sovereign bonds offer poor value in our view, with yields close to the bottom of established 

ranges. We have an active hedge in place against bund yields moving higher and will seek to add further hedges if 

valuations become still more stretched. 

 

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. 

 

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. 

mailto:sophie.bright@nomura-asset.co.uk
mailto:fiona@quillpr.com
mailto:andreea@quillpr.com


 

 

 

 

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. 

 

 


