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Fund commentary 

The Russell Investments Global Fixed Interest Fund returned 

3.13% for the quarter, outperforming its benchmark by 0.19%. 

Performance w as driven largely by the Fund’s active currency 
positioning. Key contributors w ere an underweight to the UK 
sterling and overw eights to the Japanese yen and the Brazilian 

real. These positions benefited from the sterling’s decline in value 
follow ing the surprise June 23rd ‘Brexit’ result, w hile investors 
view ed the Brazilian central bank’s inflation targeting positively. 

Sector positioning w as also positive over the period, notably 

through overw eights to high yield, emerging market debt and non-
agency residential mortgage-backed securities. Rates positioning 
detracted from performance, as underweights to Japan, France 
and the UK offset the gains generated from overw eights to the US 

and Brazil. 

 
Manager commentary 

Russell Positioning Strategy was the strongest-performer for 
the quarter. This strategy focuses on currency factors (value, 
trend, and carry) and provides Russell Investments w ith greater 
f lexibility in managing risk and allocating to alpha sources. All 

currency factors contributed positively, with trend (underweight to 
the sterling and overweight to the yen) standing out relative to 
carry and value (both have an overw eight to the NZ dollar).  

Colchester, the Fund’s rates and currency specialist, 

underperformed the benchmark during the quarter. In rates, 
overweight positions to Brazil, New  Zealand and Australia added 
value. How ever, underweights to the UK, Japan and France 
detracted, as their respective yields rallied. In currency, 

overweights to the Mexican peso and the Polish zloty, offset gains 
generated through an overweight to the Brazilian real and an 
underw eight to the Australian dollar. 

 

Market commentary  

Global bond markets returned 2.94% in the June quarter, as 
measured by the Barclays Global Aggregate Bond index hedged 
to the NZ dollar. 

A general risk-off market sentiment characterised much of the 

period, driven by more dovish stances by the G4 central banks. 
Moreover, the run up to UK’s referendum caused signif icant 
market concerns and the resultant surprise ‘Brexit’ vote on June 
23rd, threw  worldwide markets into turmoil and pushed investor 

demand firmly into ‘safe-haven’ assets. Stabilising oil prices aided 
the high yield market and also added some momentum to 
developing currencies. 

In the US, mixed economic data (poor jobs report, an upw ard 

revision of GDP grow th and below target inflation) along w ith 
market uncertainties led to the US Federal Reserve becoming 
more cautious about raising interest rates for the rest of the year. 

As a result, the US 10-year Treasury yield fell by 0.30% to 1.47%. 
Market attention became increasingly f ixated on the UK as the 
quarter progressed towards the date of the referendum. The 
sterling plunged to a 31-year low  (against the US dollar) once the 

referendum result became know n. In response, the Bank of 
England pledged US$345 billion of new  stimulus. In Europe, the 
European Central Bank kept rates unchanged and also started to 
expand its easing initiative, w hich made corporate debt eligible for 

inclusion in its bond-buying purchase programme.  

In Japan, the continuous rise of the yen proved to be a concern, 
particularly for exporters. Prime Minister, Shinzo Abe, delayed the 
planned sales tax increase and is now  forced to consider 

deployment of additional stimulus after the ‘Brexit’ fallout. Inflow s 
into emerging market debt funds increased over the quarter, as it 
served as an escape valve for market volatility.  

In currency markets, the US dollar strengthened slightly over the 

period, driven by Fed rhetoric and market concerns. The Brazilian 
real w as the strongest performer as investors viewed the Brazilian 
central bank’s inflation targeting positively. On the other hand, 

sterling devalued to levels last seen in 1985, after the surprise 
‘Brexit’ result.  

 

The follow ing information provides the investment and exposures 

w ithin the underlying investment portfolio. Please note that this 
information is indicative only. Due to availability some of the 
below  information is reported w ith a delay of one month. 

 

Underlying Manager Allocations (30/06/16) 

Manager Current 
weight 

Target 
weight 

Colchester 20.3% 24.0% 

Loomis Sayles 17.5% 17.0% 

PIMCO 18.0% 17.0% 

Insight 15.5% 15.0% 

BlueBay 8.7% 10.0% 

Brookfield 12.6% 10.0% 

Russell Positioning Strategies 7.4% 7.0% 

 

Fund Characteristics (31/05/16)  

 Fund Index 

Effective Duration  6.4 years  6.7 years 

Average Quality/Rating (S&P) A AA- 

 

Sector Allocations (31/05/16) 

Sector Fund Index 

Government & Cash 41.3% 51.9% 

Government Related 5.7% 10.2% 

Corporate Securities – Investment Grade 15.9% 17.1% 

Asset Backed Securities 2.9% 0.2% 

Residential Mortgage Backed Securities 15.0% 11.5% 

Commercial Mortgage Backed Securities 2.8% 0.4% 

Corporate – High Yield 3.1% 0.0% 

Emerging Market Debt 12.4% 5.8% 

Covered Bonds 0.9% 2.9% 

 

Credit Ratings (31/05/16) 

 Fund Index 

AAA & Cash 38.0% 39.7% 

AA 9.2% 16.6% 

A 18.4% 27.9% 

BBB 18.6% 15.8% 

BB 5.4% 0.0% 

B 2.8% 0.0% 

CCC & Below 4.8% 0.0% 

Not rated 2.8% 0.0% 
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Disclaimer 
This Report and Update is provided by Implemented Investment Solutions Limited (IIS) in good faith and is designed as a summary to accompany the Investment Statement for the 

Russell Investment Funds. The information contained in this Report and Update is not an offer of units in the Fund or a propo sal or an invitation to make an offer to sell, or a 
recommendation to subscribe for or purchase, any units in the Fund.  Any person wishing to apply for units in the Fund must c omplete the application form attached to the current 
Investment Statement.  The information and any opinions in this Report and Update are based on sources IIS believes are reliable and accurate. IIS, its directors, officers and employees 

make no representations or warranties of any kind as to the accuracy or completeness of the information contained in this fac t sheet and disclaim liability for any loss, damage, cost or 
expense that may arise from any reliance on the information or any opinions, conclusions or recommendations contained in it, whether that loss or damage is caused by any fault or 

negligence on the part of IIS, or otherwise, except for any statutory liability which cannot be excluded. All opinions reflect IIS' judgment on the date of this Report and Update and are 
subject to change without notice. This disclaimer extends to any entity that may distribute this publication and in which IIS or its related companies have an interest.  The information in 
this Report and Update is not intended to be financial advice for the purposes of the Financial Advisers Act 2008. In particu lar, in preparing this document, IIS did not take into account 

the investment objectives, financial situation and particular needs of any particular person. Professional investment advice from an appropriately qualified adviser should be taken 
before making any investment.  Past performance is not necessarily indicative of future performance, unit prices may go down as well as up and an investor in the fund may not r ecover 

the full amount the capital that they invest. This disclaimer must accompany any information regarding IIS or its products. No part of this document may be reproduced without the 
permission of IIS.  IIS is the manager of the Fund and will receive management fees as set out in the Investment Statement.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Returns to 30 June 2016   

 Month Quarter 1 Year 2 Years p.a. 3 Years p.a. 4 Years p.a. 

Fund 2.01% 3.13% 8.72% 8.19% 8.28% 8.04% 

Index 1.99% 2.94% 10.05% 8.44% 8.30% 7.22% 

 

All performance unless otherwise stated is reported on a gross of tax and fees basis. 

The benchmark for the Russell Investments Global Fixed Interest Fund is the Barclays Global Aggregate Index New  Zealand Dollar Hedged. All 
index information contained in this document is w ith regards to this index. 

The inception date for the Russell Investments Global Fixed Interest Fund is December 2011. Prior to this date, performance is the Russell Global 
Bond Fund Class B. 

 

Indicative historic performance to 30 June 2016 

 


