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Market Commentary
Ongoing volatility characterised risk and rates markets during May due
to comments from central bankers, data prints and other market moving
headlines. Ultimately, the S&P 500 finished just -0.55% lower for the month
after falling ~8% intra-month. Meanwhile, the EuroStoxx 50 posted returns
of 1.53%. In fixed income, the US 10 year Treasury yield tightened by 14bp,
whilst both Gilts and Bund yields finished higher. Finally, the Xover widened
by 15bp during the month. The Federal Open Market Committee met at the
beginning of May and raised rates by 50bp. The members also signalled that
the Fed would start reducing the size of its balance sheet in June. Fed chair
Jerome Powell also stated Fed members were not considering 75bp rate hikes,
which initially drove a rally in risk markets. However, as the market digested
the number of upcoming hikes and the prospect of quantitative tightening,
risk assets quickly sold off, accompanied by a sell-off in US Treasuries, with the
10-year yield touching 3.20% intraday. With the release of the US CPI report,
which surprised to the upside by showing 8.3% year-on-year inflation against
expectations of 8.1%, and headlines of Chinese lockdowns continuing, volatility
remained during the beginning of the month.
As fears of a hard landing in the US grew, US Treasuries began to rally from
intra-month wides, with investors speculating that the Fed would find it difficult
to push through as many hikes as previously thought. Risk assets continued to
underperform on growth concerns. The only bright spot for investors was the
return of correlations, with US Treasuries finally behaving as a risk-off asset
class. The release of the FOMC minutes reinforced the strength in rates,
calming investors’ fears over the hawkishness of the Fed. While the minutes
confirmed the consensus of two 50bp hikes at the June and July meetings,
they also indicated that a pause could follow later this year, helping to support
the 10-year US Treasury yield, which rallied to 2.75%. Additionally, bullish
comments from Brian Moynihan (Bank of America CEO) and Jamie Dimon (JP
Morgan CEO) on the strength of the US consumer and the attractiveness of
credit in general aided credit markets and resulted in a relief rally as month-end
approached.
Elsewhere, the Bank of England (BoE) raised rates by 25bp as expected, but
its forecast for a contraction in UK growth during 2023 caused Gilts to rally.
However, this reversed towards the end of the month, coinciding with the UK
Government’s fiscal support package and a refocus on the high levels of UK
inflation. There was no European Central Bank (ECB) meeting, but a strong
consensus has now formed that net purchases from its Asset Purchase
Programme will stop by July, and the ECB will begin their hiking cycle at
the July meeting. As a result, the market has priced four 25bp hikes for the
Eurozone during 2022.

Portfolio Commentary
ARC was down -0.27% after fees for the month, taking year to date returns
to -2.92% net of fees, which compares with the ICE/BAML 1-5 Year Sterling
Corporate Bond index, which was down -4.48%, outperformance of +156bp.
The last nine months have seen significant pressure on the front end of global
yield curves as markets deal with persistent inflation and the expectation of
multiple rate hikes across developed markets.
The outperformance versus broader short-dated investment grade credit is
the result of actions the portfolio managers took at the end of summer 2021,
which included: reducing portfolio duration from 2.4 years to 1.7 years by
the end of 2021; taking the portfolio’s high yield weighting down; doubling
our government bond exposure from 8% to 16%, and lastly increasing the
exposure to bonds maturing within 0-12 months to more than one-third of the
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Fund. At the same time, the team sold the Fund’s entire stock of two-year US
Treasuries, buying two month and three month US Treasury Bills in their place
and purchasing some one-year Gilts to reduce our US$ yield curve exposure.
The managers also maximised the Fund’s floating rate exposures to the ABS
sector.
Nevertheless, the absolute losses in the Fund recently have been
uncomfortable. So the only positive story here is the flip side of the capital
moves: the portfolio yield, which has risen to 3.80% from 1.49% at the end
of July last year – coincident with the duration reducing from 2.4 years to
1.7 years over that period, and the government bond weighting doubling.
Moreover, that rise in yield of 2.3% means the total portfolio yield is now higher
than on the day of launch in August 2015 – highlighting just how far bond yields
have adjusted in 9 months.
Given the large volume of bonds maturing in the Fund throughout 2022, the
portfolio managers expect to gain the ability to improve the portfolio yield
further without taking any more credit risk by simply reinvesting the near term
cashflows in a mix of one to three-year bonds and possibly three to five-year
bonds if global yield curves have adjusted enough and become steep enough, to
warrant taking the duration of the Fund up a little by the time of each maturity.
Further, if the portfolio managers are happy to reduce the government bond
weighting, they can improve the yield of the Fund more. The current higher
yield of the Fund than previously, and the likely further improvement of the
yield as we go through 2022, should set up a far better return environment for
the portfolio.
In these times, liquidity is, of course, crucial. Therefore, the portfolio managers
have temporarily decided to keep liquidity slightly higher than usual, with
around 10% in our liquidity bucket.
In terms of attribution, the Fund’s AT1 positions contributed most to
performance with returns of 0.03%. Meanwhile, its Hybrids and ABS positions
acted as the biggest detractors, with performance of -0.17% and -0.05%
respectively.

Market Outlook and Strategy
The near term end of extremely cheap money and expanding central bank
balance sheets, now coupled with geopolitical risk, has led to sharp moves in all
risk assets so far in 2022 – and we expect volatility to continue to some extent
throughout this year. However, at the front end of yield curves, a lot of bad
news has been priced in already: multiple hikes remain priced for the US, and
multiple hikes remain priced into the UK curve by the end of 2022, taking all
short dated bonds with them.
Given the above, the markedly higher yield on the Fund and the prospect of
yield-enhancing trades throughout 2022, the portfolio managers expect the
Fund’s return profile to improve from here. However, we are not necessarily
calling the bottom of the market for short dated credit just yet. For now, we
prefer to keep the Fund’s beta lower than usual until we see more clarity on
the expected tightening in financial conditions that will ultimately be the story
of 2022.
We appreciate that having access to portfolio managers is more important
than in ‘normal’ times in these markets. Therefore, we would encourage you
to reach out to your sales contacts and set up meetings with the portfolio
managers to go through anything you like in more detail.
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The performance figures shown are in GBP on a mid-to-mid basis inclusive of net reinvested income and net of all fund expenses. Past performance is not a reliable indicator of future
performance. Performance data does not take into account any commissions and costs charged when shares of the portfolio are issued and redeemed. *Inception date 28/08/2015.

Key Risks
• A
 ll financial investment involves risk. The value of your investment
isn’t guaranteed, and its value and income will rise and fall. Investors
may not get back the full amount invested.

•	
Typically, sub-investment grade securities will have a higher risk of issuer
default, and are generally considered to be more illiquid than investment
grade securities.

• P
 ast performance is not a reliable indicator of future performance, and the
Fund may not achieve its investment objective.

• T
 he Fund can invest in structured credit products or asset-backed
securities (ABS). The issuer of such products may not receive the full
amounts owed to them by underlying borrowers, which would affect the
value of the Fund. Credit and prepayment risks also vary by tranche which
may affect the Fund’s performance.

• F
 ixed income carries two main risks, interest rate risk and credit risk: (1)
Where long term interest rates rise, there is a corresponding decline in
the market value of bonds and vice versa; (2) Credit risk refers to the
possibility that the issuer of the bond will not be able to repay the principal
and make interest payments.

• T
 he Fund has the ability to use derivatives, including but not limited to FX
forwards, for hedging purposes only (EPM). This may magnify
gains or losses.

Fund Managers

Chris Bowie

Partner, Portfolio
Management,
industry experience
since 1992.

Diana Chiu
Portfolio
Management,
industry experience
since 2009.

Gordon Shannon

Graeme Anderson

Partner, Portfolio
Management,
industry experience
since 2007.

Chairman, Portfolio
Management,
industry experience
since 1986.

Jack Daley
Portfolio
Management,
industry experience
since 2011.

Johnathan Owen

Portfolio
Management,
industry experience
since 2018.

Further Information and Literature:
TwentyFour Asset Management LLP
T. 020 7015 8900
E. sales@twentyfouram.com
W. twentyfouram.com

Further information on fund charges and costs are included on our website at www.twentyfouram.com
This marketing document was produced for professional investors, for distribution in UK and has been prepared and approved by TwentyFour Asset Management LLP (“TwentyFour”), a
company of the Vontobel Group, and Vontobel Asset Management AG (together referred to as “Vontobel”), whereas TwentyFour acts as manager of the securities and/or strategies discussed,
for information purposes only.
TwentyFour Asset Management LLP is able to assist those institutional clients who require it with meeting their Solvency II (including its UK onboarding and onshoring legislation) obligations.
In particular, TwentyFour Asset Management LLP will make all reasonable endeavours to comply with the Solvency II Regulations 2015 Article 256. This financial product does not make any
commitment to invest in environmentally sustainable investments in the sense of the EU Taxonomy. The EU Taxonomy specific product disclosure requirements do not apply to this financial
product. As the investments of the financial product do not take into account the EU criteria for environmentally sustainable economic activities in the sense of the EU Taxonomy, the “do no
significant harm” principle according to the EU Taxonomy does not apply to the investments of the financial product. Please contact the Compliance Department at compliance@twentyfouram.
com for more information.
TwentyFour Asset Management LLP is a Limited Liability Partnership incorporated in England under Partnership No. OC335015 with its registered office at 8th Floor, The Monument Building,
11 Monument Street, London EC3R 8AF and is authorised and regulated in the UK by the Financial Conduct Authority, FRN No. 481888
This document is for information purposes only and does not constitute an offer, solicitation or recommendation to buy or sell shares of the fund/fund units or any investment instruments, to
effect any transactions or to conclude any legal act of any kind whatsoever. Subscriptions of shares of the fund should in any event be made solely on the basis of the fund’s current sales prospectus
(the “Sales Prospectus”), the Key Investor Information Document (“KIID”), its articles of incorporation and the most recent annual and semi-annual report of the fund and after seeking the advice
of an independent finance, legal, accounting and tax specialist. This document is directed only at recipients who are institutional clients such as eligible counterparties or professional clients as
defined by the Markets in Financial Instruments Directive 2014/65/EC (“MiFID” including its UK onboarding and onshoring legislation) or similar regulations in other jurisdictions.
In particular, we wish to draw your attention to the following risks: Investments in derivatives are often exposed to the risks associated with the underlying markets or financial instruments, as
well as issuer risks. Derivatives tend to carry more risk than direct investments. Investments in riskier, higher-yielding bonds are generally considered to be more speculative in nature. These
bonds carry a higher credit risk and their prices are more volatile than bonds with superior credit ratings. There is also a greater risk of losing the original investment and the associated income
payments. Investment universe may involve investments in countries where the local capital markets may not yet qualify as recognized capital markets. The structure of ABS/MBS and the pools
backing them might be intransparent which exposes the subfund to additional credit and prepayment risks (extension or contraction risks) depending on which tranche of ABS/MBS is purchased
by the subfund. Money market investments are associated with risks of a money market, such as interest rate fluctuations, inflation risk and economic instability. Investments in the securities of
emerging-market countries may exhibit considerable price volatility and – in addition to the unpredictable social, political and economic environment – may also be subject to general operating
and regulatory conditions that differ from the standards commonly found in industrialized countries. The currencies of emerging-market countries may exhibit wider fluctuations.
Past performance is not a reliable indicator of current or future performance. Performance data does not take into account any commissions and costs charged when shares of the fund are issued
and redeemed, if applicable. The return of the fund may go down as well as up due to changes in rates of exchange between currencies. The value of the money invested in the fund can increase
or decrease and there is no guarantee that all or part of your invested capital can be redeemed.
For definitions of the investment terminology used within this document please see glossary at: https://twentyfouram.com/glossary
Interested parties may obtain the above-mentioned documents free of charge from the authorized distribution agencies and from the offices of the fund at 11-13 Boulevard de la Foire, L-1528
Luxembourg. Refer for more information on the fund to the latest prospectus, annual and semi-annual reports as well as the key investor information documents (“KIID”). These documents may
also be downloaded from our website at vontobel.com/am. The funds authorised for distribution in the United Kingdom and entered into the UK’s temporary marketing permissions regime can
be viewed in the FCA register under the Scheme Reference Number 466625. The fund is authorised as a UCITS scheme (or is a sub fund of a UCITS scheme) in a European Economic Area (EEA)
country, and the scheme is expected to remain authorised as a UCITS while it is in the temporary marketing permissions regime. This information was approved by Vontobel Asset Management
SA, London Branch, which has its registered office at Third Floor, 22 Sackville Street, London W1S 3DN and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and
subject to limited regulation by the Financial Conduct Authority (FCA). Details about the extent of regulation by the FCA are available from Vontobel Asset Management SA, London Branch, on
request. The KIID can be obtained in English from Vontobel Asset Management SA, London Branch, Third Floor, 22 Sackville Street, London W1S 3DN or downloaded from our website vontobel.
com/am. This document is not the result of a financial analysis and therefore the “Directives on the Independence of Financial Research” of the Swiss Bankers Association are not applicable.
Vontobel Asset Management AG, its affiliates and/or its board of directors, executive management and employees may have or have had interests or positions in, or traded or acted as market
maker in relevant securities. Furthermore, such entities or persons may have executed transactions for clients in these instruments or may provide or have provided corporate finance or other
services to relevant companies. Although Vontobel Asset Management AG (“Vontobel”) believes that the information provided in this document is based on reliable sources, it cannot assume
responsibility for the quality, correctness, timeliness or completeness of the information contained in this document. Except as permitted under applicable copyright laws, none of this information
may be reproduced, adapted, uploaded to a third party, linked to, framed, performed in public, distributed or transmitted in any form by any process without the specific written consent of
Vontobel. To the maximum extent permitted by law, Vontobel will not be liable in any way for any loss or damage suffered by you through use or access to this information, or Vontobel’s failure to
provide this information. Our liability for negligence, breach of contract or contravention of any law as a result of our failure to provide this information or any part of it, or for any problems with
this information, which cannot be lawfully excluded, is limited, at our option and to the maximum extent permitted by law, to resupplying this information or any part of it to you, or to paying for
the resupply of this information or any part of it to you. Neither this document nor any copy of it may be distributed in any jurisdiction where its distribution may be restricted by law. Persons who
receive this document should make themselves aware of and adhere to any such restrictions. In particular, this document must not be distributed or handed over to US persons and must not be
distributed in the USA.

