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-3,18%
Carmignac Sécurité’s
performance

in the 2nd quarter of 2022
for the A EUR Share class

-1,30%
Reference indicator’s
performance

in the 2nd quarter of 2022
for ICE BofA ML 1-3 years
Euro All Government Index
(EUR)

-1,36%
Annualised performance
of the Fund over 3 years

compared to -1.15% for
the reference indicator

Carmignac Sécurité lost –3.18% in the second quarter of 2022, while its reference indicator¹ was down –1.30%.
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Quarterly Performance Review

The first quarter of this year may have been one of the worst for bond markets in the past five decades, but the second quarter was even more

calamitous. The reasons for the steep losses were the same in both quarters (or at least until mid-June):

1) The war between Russia and Ukraine isn’t letting up, which is adding uncertainty, inflationary pressure (e.g. through higher food and energy

prices), and economic growth worries as a result of embargos (on oil) and disruptions to the supply of natural gas, minerals, fertiliser, and more.

2) Inflation isn’t coming down; the timing of peak inflation keeps getting pushed back month after month.

3) Central banks are stepping up the pace of policy tightening in response, in order to prevent inflation expectations from becoming unanchored.

Looking specifically at the eurozone, inflation came in at over 8% in May year-over-year, but with stark country-by-country differences (22% in

Estonia, 6.5% in France, 10% in Spain, and 8.5% in Germany, for example). Inflation isn’t expected to peak until this autumn, unless the timing gets

pushed back again, as it has been several times in the past year or more.

The ECB has therefore begun pulling the strings on monetary policy – but while also attempting to mitigate the effects of the tightening on

sovereign credit spreads. It’s logical that the most indebted countries would be hit hardest by the end of bond purchases, but in mid-June the ECB –

in light of the magnitude (and probably also the speed) of the jump in spreads – had to promise it would introduce a mechanism to put a cap on the

widening. For now, no concrete measures have been revealed except for greater flexibility in how it will reinvest the assets on its balance sheet.

The ECB Governing Council is probably still hammering out the details. But in any case, just the announcement that an instrument was in the works

was enough to spark a mini rally in the spread between Italian BTPs and German Bunds starting in mid-June.

At that point, the trends that had been prevailing in financial markets since late March went into reverse. Sovereign bond yields had been rising

sharply, with the 10-year Bund yield climbing 125 bp to 1.80% at mid-June and the 2-year Bund yield up 131 bp to 1.23%; the BTP-Bund spread on

10-year paper had reached 241 bp. But concerns that central banks would go too far in their policy tightening and end up triggering a recession

changed all that. The 10-year Bund yield fell 45 bp and ended Q2 at 1.35%, while that on 10-year BTPs fell from 4.18% to 3.26% (or a nearly 50 bp

drop in the spread).²

Corporate bond yields, however, didn’t make the same U-turn. The spread on high-yield paper widened 240 bp during the quarter and that on

investment grade issues rose 45 bp, on the back of fears about a recession and the possibility that Russia could cut off natural gas supplies.²

Individual sectors also faced specific headwinds; businesses highly sensitive to interest rates (like those in the real estate sector) were hit by the

increase in borrowing costs.

The Fed has begun its cycle of rate hikes and even accelerated the process in June. It’s also shrinking its balance sheet by selling bonds in an

attempt to amplify the contractionary effects of its measures.

The ECB is struggling to keep pace but announced it would end its asset purchases in July (after scaling them back gradually in Q2). It’s expected

to carry out its first rake hike at its end-July meeting.

Most other central banks have embarked on the same trajectory. This trend of monetary policy tightening around the world marks a real shift

away from the policy of the past 15 years.



Fund Performance

Our Fund’s performance in Q2 can be divided into two distinct phases. In phase one, our portfolio held up well against the market downturn even

though the absolute return was negative (–0.95% at 10 June, against –1.92% for its reference indicator). We were able to outperform the market

during this phase thanks to our low modified duration, our credit protection (through CDS Xover indices), our negative exposure to Italy (and to

peripheral spreads in general), and our investments on inflation. Few major changes were made to our portfolio in this phase – we kept its modified

duration in the conservative range of 0.30–0.70, we shored up our short positions on Italy, we had protection on around 10% of our credit holdings,

and cash and cash equivalents amounted to around 35% of the Fund’s assets.

That was phase one. In phase two, which began in mid-June, the about-face in fixed income markets caught our portfolio off guard. The low

modified duration meant we couldn’t benefit from the decrease in yields; our short positions on core countries (the US, Germany, and to a lesser

extent France) dented our returns; and most of all, the level (and type) of credit protection we had didn’t adequately shield our credit book. In those

last two weeks of June, our Fund lost all of the lead it had on the market and even deepened its losses to end the quarter well into negative

territory. The decline in yields suggests investors no longer believe central banks will be able carry out their rate hikes (even though central bankers

consistently stress that combating inflation is their top – if not their only – priority). Two weeks of worries about economic growth have wiped out

six months of inflationary fears. Compounding the problem is the reduced amount of liquidity in the market (because of the H1 close and the

withdrawal of central banks), which has created dislocations in some credit market segments – for example, cash and credit derivatives are no

longer correlated, and prices have fallen dramatically for some issuers and in some sectors. Even though we increased our level of credit protection

to 15% during this phase, and despite our high percentage of cash holdings, our Fund didn’t come out of the period unscathed.

In Q2 (unlike in Q1), our remaining Russian holdings didn’t have much of an effect on our returns. We offloaded investments in the Russian

complex during the quarter so that they amounted to just 0.8% of the portfolio at end-June; we sold Russian sovereign paper at around 17 cents

on the dollar and Gazprom bonds at around 30 cents.

What is our outlook for the coming months?

We currently believe that central banks won’t let their guard down just yet (the Fed and ECB “pivot” that market participants are expecting to

happen soon) and have positioned our portfolio accordingly, with low sensitivity to interest rates and specially to core countries. And because this

stance by central bankers could have a potentially significant impact on growth (a fact of which they seem fully aware), we have maintained a high

level of credit protection and a substantial cash allocation.

Our performance drivers in the coming months will be:

¹Reference indicator: ICE BofA 1-3 Year All Euro Government Index (coupons reinvested).

²Source: Carmignac, Bloomberg au 31/03/2022.

Low modified duration with a short bias on eurozone sovereigns (Germany, France, Italy, and Spain) since the ECB will probably remain focused

on taming inflation, at least in the near term;

A corporate bond allocation centered on three convictions: energy, financials, and CLOs;

High credit protection, since the combination of weaker GDP growth, high inflation, high interest rate volatility, and worries about a cut-off of

natural gas supplies will handicap credit markets in the near term, despite the increasingly attractive valuations;

An over 30% allocation to cash and cash equivalents, enabling us to once again seize investment opportunities as soon as we have more

visibility.

Residual exposure to Russia (mainly Gazprom), which we will reduce further when prices are no longer being impacted by a dislocated market

and extremely harsh implied recovery rates.

An average yield on our portfolio that now sits at 3.56% – the highest in nearly ten years – reflecting our Fund’s capacity to generate returns in

the coming months. 



Material de promoção. Este documento destina-se a clientes profissionais.

Comunicação promocional. Consulte o documento de informação fundamental/prospeto antes de tomar quaisquer decisões de investimento finais.

O presente material não pode ser total ou parcialmente reproduzido sem autorização prévia da Sociedade Gestora. O presente material não constitui qualquer oferta de subscrição nem
consultoria de investimento. O presente material não se destina a fornecer consultoria contabilística, jurídica ou fiscal e não deve ser utilizado para estes efeitos. O presente material foi-lhe
fornecido apenas para fins informativos e não o pode utilizar para avaliar as vantagens de investir em quaisquer títulos ou participações aqui referidas ou para quaisquer outros fins. As
informações contidas neste material poderão ser apenas parciais e estão sujeitas a alterações sem aviso prévio. Estas informações são apresentadas à data em que foram escritas, derivam de
fontes próprias e não próprias consideradas fiáveis pela Carmignac, não incluem necessariamente todos os pormenores e a sua precisão não é garantida. Como tal, não é dada qualquer
garantia de precisão ou fiabilidade e a Carmignac, os seus diretores, colaboradores ou agentes não assumem qualquer responsabilidade decorrente de erros e omissões (incluindo a
responsabilidade perante qualquer pessoa por motivo de negligência).

O desempenho passado não é necessariamente um indicador do desempenho futuro. Os desempenhos são líquidos de comissões (excluindo eventuais comissões de subscrição cobradas pelo
distribuidor). No caso de ações sem cobertura cambial, o retorno poderá aumentar ou diminuir em resultado de flutuações cambiais. A referência a determinados títulos e instrumentos
financeiros serve para fins ilustrativos para destacar ações incluídas, ou que já o tenham sido, em carteiras de fundos da gama Carmignac. Não se destina a promover o investimento direto
nesses instrumentos, nem constitui consultoria de investimento. A Sociedade Gestora não está sujeita à proibição de negociação destes instrumentos antes de emitir qualquer comunicação.
As carteiras dos fundos Carmignac estão sujeitas a alterações sem aviso prévio. A referência a uma classificação ou prémio não garante os futuros resultados do OIC ou do gestor.

Escala de Risco do KID (Documento de informação fundamental). O risco 1 não significa um investimento isento de risco. Este indicador pode variar ao longo do tempo. O horizonte de
investimento recomendado é um mínimo e não uma recomendação de venda no final desse período. 

Morningstar RatingTM:  © Morningstar, Inc. Todos os direitos reservados. As informações contidas neste documento: são propriedade da Morningstar e/ou dos seus fornecedores de
conteúdos; não podem ser copiadas ou distribuídas; e não são garantidamente corretas, completas ou atempadas. Nem a Morningstar nem os seus fornecedores de conteúdos são
responsáveis por quaisquer danos ou perdas decorrentes da utilização destas informações.

O acesso aos Fundos pode estar sujeito a restrições no que diz respeito a determinadas pessoas ou países. O presente material não é dirigido a nenhuma pessoa em qualquer jurisdição onde
(em virtude da sua nacionalidade, residência ou outro motivo) o material ou a disponibilização deste material seja proibida. As pessoas sujeitas a tais proibições não deverão aceder a este
material. A tributação depende da situação do indivíduo. Os Fundos não estão registados para distribuição a pequenos investidores na Ásia, no Japão, na América do Norte, nem estão
registados na América do Sul. Os Fundos Carmignac estão registados em Singapura como um organismo estrangeiro restrito (apenas para clientes profissionais). Os Fundos não foram
registados nos termos da US Securities Act de 1933. Os Fundos não podem ser oferecidos ou vendidos, direta ou indiretamente, por conta ou em nome de uma "Pessoa dos EUA", conforme
definição dada no Regulamento S dos EUA e na FATCA. Os Fundos são registados junto da Comissão do Mercado de Valores Mobiliários (CMVM). A decisão de investir no fundo promovido
deve ter em conta todas as características ou objetivos do fundo promovido, tal como descritos no respetivo prospeto. Os respetivos prospetos, KID e relatórios anuais do Fundo poderão ser
encontrados em www.carmignac.com, www.fundinfo.com e www.morningstar.pt ou solicitados à Carmignac Gestion Luxembourg, Citylink, 7 rue de la Chapelle L-1325 Luxemburgo. Os riscos,
comissões e despesas correntes encontram-se descritos no KID (Documento de informação fundamental). O KID deve ser disponibilizado ao subscritor antes da subscrição. O subscritor deverá
ler o KID. Os investidores podem perder uma parte ou a totalidade do seu capital, pois o capital nos fundos não é garantido. Os Fundos apresentam um risco de perda do capital. Os
investidores têm acesso a um resumo dos seus direitos no seguinte link: www.carmignac.pt/pt_PT/article-page/regulatory-information-6699

A Carmignac Portfolio refere-se aos subfundos da Carmignac Portfolio SICAV, uma sociedade de investimento de direito luxemburguês, em conformidade com a Diretiva OICVM.A Sociedade
Gestora pode, a qualquer momento, cessar a promoção no seu país.Copyright: Os dados publicados nesta apresentação pertencem exclusivamente aos seus proprietários, tal como
mencionado em cada página.
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