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Market recap
The markets remained incredibly volatile during the past quarter amid poor
liquidity conditions that forced prices to overshoot on the downside, specifically
during September. The markets saw a brief rally in July, however, shares and
bonds subsequently moved lower and both asset classes experienced negative
returns in Q3.
Bond market volatility continued as central banks and investors grappled with
persistent inflation against weak and slowing growth.
The Fed reaffirmed its commitment to fight inflation at August’s meeting,
somewhat disappointing the market who hoped that interest rate cuts were on
the horizon to prevent further growth weakness. Subsequently, the Fed raised the
Fed rate by 75bps in September.
Closer to home, further headwinds, on top of record inflation prints, led to a
particularly weak quarter for £ assets, and especially bonds. Liz Truss’ new
government announced a poorly received ‘mini-budget’ towards the end of the
quarter, accelerating the sell-off as investors struggled to see the viability of the
fiscal framework. The Gilt market suffered particular losses, forcing the Bank of
England to intervene in the long end of the market in order to prevent defined
benefit pension schemes from becoming insolvent. The drastic Gilt sell of pushed
the yield on the UK 10-year from a low of 2.8% to a high of 4.5% in September.
£ Investment Grade and High Yield were the worst performing global credit
classes in the quarter.
Fund review
Over the quarter, the Fund produced a performance of -5.5% (source:
Morningstar, B GBP Inc units). For comparison, the IA’s Sterling Corporate Bond
sector produced a performance of -9.3% (source: Morningstar). We would note
that the Fund meaningfully outperformed its sector this quarter.
We have highlighted some key portfolios statistics below:
As of 30/09/2022:
Duration:
Yield to Maturity:

4.2
7.5%
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Fund performance
QTR

YTD

1yr

3yrs

5yrs

Since Inception

B GBP Income

-5.5

-16.1

-16.3

-4.4

-0.9

4.2

IA £ Corporate Bond

-9.3

-20.8

-20.8

-5.8

-1.8

4.1

12 Months to

Sep-22

Sep-21

Sep-20

Sep-19

Sep-18

B GBP Income

-16.3

1.3

3.2

8.6

0.8

IA £ Corporate Bond

-20.8

1.2

4.3

9.0

0.1

•
•
•

Performance beyond one year is annualised.
Past performance is not an indicator of future performance.
Source: Sanlam, Morningstar and Lipper as at 30/09/22. Figures for periods longer than 12 months are annualized. NAV to NAV figures are used. Net of
charges.

Performance contribution
We have highlighted below the best and worst individual contributors to performance (at credit level) over the quarter, using
data from Bloomberg, gross of fees:

Top contributors:
Castellum 3.125% Perp
Reckitt Benckiser 3% 2027
BASF SE 1.5% 2031

+32 bps
+15 bps
+12 bps

Bottom contributors:
Tesco 1.982% 2036
Jerrold 5.25% 2027
EDF 6% Perp

-46 bps
-46 bps
-39 bps

Outlook
The short-term outlook for credit markets – and risk assets in general – is clouded by the outlook for risk-free rates. Sixstandard-deviation moves are not what investors expect to see in G7 government bond markets, but that is what was observed
in the UK in September. In the US, policy tightening is already having an effect on the real economy – 30-year fixed mortgage
rates have risen to well above 6%, a level last seen in 2007.
Higher risk-free rates will inevitably pose a challenge for equities (as future profits become less valuable when measured in
today’s terms) but for bonds the rapid and meaningful re-pricing of yields has made the asset class investable again for large
institutional investors. This is especially true in the UK, as a result of the underperformance of £ Fixed Income in Q3.
Higher risk-free rates are typically supportive for financials and particularly banks (as they benefit from improved net interest
margins compared to periods when rates are very low or negative), providing comfort that our high conviction financial names
will effectively weather the current economic storm. However, at the same time there will be concerns that the disorderly repricing of risk-free rates in economies like the UK will create another problem for consumers to absorb just at the point when the
‘cost of living’ crisis is beginning to bite.
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Important information
The Fund invests in bonds. Investment in bonds and other debt instruments is subject to interest rate risk and credit ratings. The
government or company issuer of a bond might not be able to repay either the interest or the original loan amount and therefore default on
the debt. This would affect the credit rating of the bond and, in turn, the value of the Fund. If long-term interest rates rise, the value of your
shares is likely to fall. Exchange rate changes may cause the value of investments to go down as well as up.
The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance
is calculated for the portfolio and the actual individual investor performance will differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax. All terms exclude costs. Fluctuations or movements in exchange rates may cause the
value of underlying investments to go up or down. Do remember that the value of participatory interests or the investment and the income
generated from them may go down as well as up and is not guaranteed, therefore, you may not get back the amount originally invested and
potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of
a portfolio. The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their
mandates. Collective Investment Schemes are traded at ruling prices and can engage in borrowing and scrip lending. Collective Investment
Schemes (CIS) are generally medium to long term investments. A schedule of fees and charges and maximum commissions is available on
request free of charge from the Authorised Corporate Director, the Investment Manager or at www.sanlam.co.uk.
This document is marketing material and is not intended as a recommendation to invest in any particular asset class, security or strategy.
Issued and approved by Sanlam Investments which is authorised and regulated by the Financial Conduct Authority. Sanlam Investments is
the trading name for Sanlam Investments UK Limited (FRN 459237), having its registered office at 24 Monument Street, London, EC3R 8AJ.
The UCITS Management Company has the right to terminate the arrangements made for the marketing of funds in accordance with the
UCITS Directive.
The Fund is managed by Evelyn Partners Fund Solutions Limited, registered in England at 45 Gresham Street, London EC2V 7BG, which is
authorised and regulated by the Financial Conduct Authority (No. 1934644), as a UCITS Fund Manager and Alternative Investment Fund
Manager. Evelyn Partners Fund Solutions Limited has appointed Sanlam Investments UK Ltd as Investment Manager to this Fund.
This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in
any fund managed by us nor a solicitation to purchase securities in any company or investment product. It does not form part of any
contract for the sale or purchase of any investment. The information contained in this document is for guidance only and does not constitute
financial advice.
The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and
expense accruals. Trail commission and incentives may be paid and are for the account of the manager. Performance figures quoted are
from Sanlam and are shown net of fees. Performance figures for periods longer than 12 months are annualized. NAV to NAV figures are
used. Calculations are based on a lump sum investment.
Please note that all Sanlam Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any
offering is made only pursuant to the relevant offering document, together with the current financial statements of the relevant fund, and the
relevant subscription/application forms, all of which must be read in their entirety together with the SVS Sanlam Unit Trusts prospectus and
the KIID. All these documents explain different types of specific risks associated with the investment portfolio of each of our products and
are available free of charge from the Manager or at www.sanlam.co.uk. No offer to purchase securities will be made or accepted prior to
receipt by the offeree of these documents, and the completion of all appropriate documentation. Use or rely on this information at your own
risk. Independent professional financial advice should always be sought before making an investment decision as not all investments are
suitable for all investors.
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