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F U N D  P E R F O R M A N C E   

The Close Sustainable Bond Fund returned -1.37% in 

September, or 0.38% in excess of the IA Sterling Corporate 

Bond Sector, which returned –1.75%. 

 

The Sustainable Bond fund is focused on risk-adjusted returns 

and has historically operated with a duration of 6.2 years, lower 

than that of the corporate bond sector. 

 

As of 30th September 2021, the Fund maintained an average 

credit rating of ‘A-‘.  

 

M A C R O  B A C K D R O P  

News in September was dominated by tapering messages. 

The BoE announced the end of reinvestments once their Policy 

Rate reaches 0.5%. The ECB guided that PEPP (Pandemic 

Emergency Purchase Programme) purchases would 

"recalibrate" during Q4, and the Fed inched closer to 

announcing tapering in November 2021. Macro risks remain to 

the downside going forward. 

  

In the UK, September composite PMI data continued to signal 

strong expansion at 54.1, but declined for the fourth 

consecutive month, indicating a loss of GDP momentum. 

Inflation is forecast to reach 3.4% in Q1 2022; and 

unemployment is now expected to peak at 5.3% in Q4 2021. 

  

In the US, the Fed is increasingly confident of macro data. 

Tapering could be announced in November and formally start 

in December. Assuming purchases will cease by July 2022 

implies a tapering pace of $15bn/month. Both the services and 

manufacturing PMI readings missed estimates and fell to 54.4 

and 60.5 respectively. Supply chain issues and capacity 

shortages remain the key factors behind the slump. US jobless 

claims grew, but in our eyes the move does not warrant a 

derailing of either the labours-market’s recovery or the Fed's 

plans. 

 

In the Eurozone, September composite data fell to 56.1 

(August 59.0), with both manufacturing and services coming in 

around two points below expectations. GDP consensus for 

FY21 was upgraded to 5.0% from 4.7% and inflation is 

expected to peak this year at 2.2% before falling below the 2% 

target again in 2022 at 1.6%. Unemployment is expected to 

continue hovering around 7.8% from now until H1 ‘22.   

 

P O R T F O L I O  C H A R A C T E R I S T I C S  

The average credit rating on the portfolio remains strong at    

‘A-’, with 49% of the Fund’s holdings in ‘AAA’ to ‘A-’ rated 

bonds. We believe the Fund’s very strong credit quality further 

de-risks it from any future volatility.  

 

The Fund now yields 1.85% and has a duration of 6.2 years.  

 

O U T L O O K  A N D  S T R A T E G Y  

All Fixed Income sub-asset classes now appear rich: 

 

- Sovereign bond yields remain near record lows across 

the US, UK, and Eurozone. 

- Sterling Investment Grade bonds are rich versus all 

historical timeframes, with sterling ‘BBB’ credit spreads at 

126bps, versus their 5yr average of 176bps; 10yr average 

of 214bps; and 20yr average of 216bps.  

- Sterling High Yield spreads are rich versus history, with 

‘BB’ spreads at 250bps (5yr average of 324bps; 10yr 

average of 380bps; 20yr average of 434bps). 

 

In an effort to attempt to preserve capital and deliver a high 

level of monthly income, we continue to seek out the best 

risk/reward ideas across investment grade, unrated and high 

yield bond sectors. We maintain our focus on stock selection 

reinforced by in-depth credit research.

 

I M P O R T A N T  I N F O R M A T I O N  
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of future returns. The information contained in this document is believed to be correct but cannot be guaranteed. Opinions constitute our 

judgment as at the date shown and are subject to change without notice. This document is not intended as an offer or solicitation to buy or sell 

securities, nor does it constitute a personal recommendation.  

Close Brothers Asset Management is a trading name of Close Asset Management Limited (Registered number: 01644127) and Close Asset 

Management (UK) Limited (Registered number: 02998803). Both companies are part of Close Brothers Group plc, are registered in England 

and Wales and are authorised and regulated by the Financial Conduct Authority. Registered office: 10 Crown Place, London EC2A 4FT. VAT 

registration number: 245 5013 86.                                                                                                                                               CBAM6122 


