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

 
• Risk markets will continue to be supported by fiscal and monetary stimulus in the medium term, while  

significant total return opportunities remain in High Yield and subordinated Financials debt;  
• However, much of the “good news” has been priced into markets and there are very significant risks – the 

largest of which is that Covid-related damage persists and governments are unable or unwilling to offset it; 
• If, as we expect, an economic recovery is achieved, the associated monetary and fiscal stimulus will become 

inflationary – but not yet.  

Strategy & Positioning – Looking Forward 
 
There are many reasons to be positive on markets at present, with larger fiscal stimulus options already being 
discussed under the Biden administration in the US, and global central banks locked into accommodative monetary 
policies. 
 
However, there are risks too. Europe is under stricter lockdowns, and the delays seen to vaccination rollout across the 
continent highlight the precariousness of businesses effectively shut out of the economy in the short term at least. 
 
If the economic damage deepens, governments and central banks will have to do more to support their economies.  
 
However, if the impact of the virus drags on, the damage may prove deep-seated and there is the potential for market 
sentiment to turn bearish and contribute to very dangerous conditions for economies and markets alike. 
 
On balance, we believe that governments and central banks will do enough to tide their economies through, and that 
market optimism is (ultimately) correct. However, we should not discount the risk of a more serious downturn and the 
caution we currently express in our portfolio positioning is warranted. 
 
After all, risk markets have come a long way since the depths of March 2020 and, in our experience, markets rarely if 
ever simply move up in a straight line.  
 
In the short term, therefore, we are content to balance the riskier allocations within the portfolio (cyclically biased 
High Yield exposures, industrial names within Convertibles, subordinated Financials debt, selected Emerging Markets) 
with protective hedges via equity put options and a large allocation to short-dated US Treasuries. The latter functions 
as a source of liquidity if volatility does give us greater return opportunities. 
 



 
 

 

An economic recovery combined with both monetary and (crucially) fiscal stimulus will become inflationary. Inflation 
fears may drive yield curves steeper, and possibly raise the spectre of rate rises. This is not a concern for the time 
being, but if investors perceive eventually higher borrowing costs, this could lead to risky asset price falls. 
 
The Fund currently has no explicit inflation exposure, but of course retains the flexibility to add positions that can 
profit from inflation increases if we believe they are drawing nearer. 
 
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. 
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