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Fullerton Lux Funds – RMB Bonds – Class A (EURHedged)
Investment Objective

Inception date
07 May 2013

The investment objective of the Fund is to generate long term capital appreciation for investors.

Fund size
EUR 52.47 million

Investment Focus and Approach
The Investment Manager seeks to achieve the objective of the Fund by investing primarily in RMB
denominated bonds (both onshore RMB (CNY) and offshore RMB (CNH)), money market instruments,
certificates of deposits, term deposits, credit linked bonds and convertibles. The Fund's investments may
also include, but are not limited to, USD denominated bonds, credit linked notes, currency forwards and
cross currency swaps.
Investment in onshore RMB (CNY) bonds may include bonds traded in both the China interbank bond
market and Stock Exchanges in the People’s Republic of China (“PRC”) and will be made through the
Manager’s qualified foreign institutional investor (“QFII”) and/or Renminbi qualified foreign institutional
investor (“RQFII”) quota.
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Returns of more than 1 year are annualised. Returns are calculated on a single pricing basis in EUR with
net dividends and distributions (if any) reinvested. Offer-to-bid returns include an assumed preliminary
charge of 5% which may or may not be charged to investors.
Benchmark: Thomson Reuters CNH Overnight Deposit Rate EUR Hedged Index
Source: Fullerton Fund Management Company Ltd and Bloomberg.
Market Review
Risk assets sold off sharply in February as the COVID-19 outbreak spread beyond China, disrupting
global supply chains and impacting economic activity. Federal Reserve Chair Jerome Powell said in a
statement that COVID-19 posed “evolving risks” to the US economy and that the Fed was “prepared to
act as needed”. Against this backdrop, US Treasuries rallied on the back of a flight to safe haven assets
and the 10-year and 30-year yields declined sharply. Asian credit extended gains in February, with the
positive performance driven mainly by Treasury gains while credit spreads widened out.
China’s economic data for February was negatively impacted by COVID-19. Manufacturing activity
weakened, with both the NBS and Caixin Manufacturing PMI dropping to record lows of 35.7 and 40.3,
respectively. On the policy front, the People’s Bank of China cut its 1-year Medium Term Lending Rate by
10bp to 3.15%.
Amidst this backdrop, Chinese offshore bonds, as measured by the iBoxx ALBI China Offshore Bonds
index, returned 0.8% in CNH terms. The CNH investment grade sector, as measured by the iBoxx ALBI
China Offshore IG TRI, returned 0.8% in CNH terms. The CNH high yield sector, as measured by the
iBoxx ALBI China Offshore HY and UN index, returned 0.9% in CNH terms. China onshore bonds, as
measured by the iBoxx ALBI China Onshore Bond index, returned 0.2% in CNY terms.

Business Day
Business Day for this Fund is a
week day on which
banks are normally open for
business in China, Hong
Kong SAR, Luxembourg and
Singapore.
Bloomberg Code
FRMBAEH LX
ISIN Code
LU0790903529
For additional information on
Fullerton and its funds, please
contact:
Fullerton Fund Management
Company Ltd
3 Fraser Street
#09-28 DUO Tower
Singapore 189352
T +65 6808 4688
F +65 6820 6878
www.fullertonfund.com
UEN: 200312672W
* Figures have been truncated to 2
decimal places. The official price is
published on Fullerton's website.

Investment Strategy
The economic impact of a virus outbreak such as COVID-19 would depend on how long it takes to bring the virus under control, and
policy responses globally. There are typically three stages surrounding adverse economic shocks – an initial period of uncertainty,
followed by a period of stabilisation and thereafter, a period of sharp market rebound. We share the view the global economic impact of
the coronavirus outbreak will be felt most deeply in the first half of this year, followed by a normalisation of business activities and a
rebound in the second half.
In China, efforts to contain the COVID-19 outbreak appear to be paying off, as the number of infected cases in the mainland have
fallen. High frequency data in China, such as coal consumption and traffic congestions, also suggest that business activities within the
country are gradually normalising. We expect production and business activities to return to normal levels by early to mid-April this
year. Similarly, we estimate about 60-70% of the property sale offices (outside of Hubei) have reopened, supporting sales growth and
the Chinese real estate developers.
On the investment strategy, average duration will run between the 2.5 years to 3 years range, with key allocation towards the Asian
USD credit (hedged back to RMB), capitalising on the favourable hedging costs currently. In the near-term, coupon carry will underpin
performance as market technicals and “fear” sentiments lead to a repricing for lower growth and drive valuations lower. We expect
demand, particularly for the lower quality credit markets to be tepid in the near term, as investors cut risk and stay on the sidelines.
Credit spreads, which have widened out to recent highs, are likely to stay range-bound in the near term until nascent indications of a
containment of COVID-19 globally, surface.
Looking ahead, we expect increasing credit differentiation to drive performance divergence and reward fundamental-based investors
like us. Corporates with weaker credit metrics may suffer through this downturn while those with the financial flexibilities and of
stable credit profile, will emerge largely unscathed. As such, we believe default risks will remain largely idiosyncratic, rather than
systemic in nature.

Rating Breakdown
AAA
AA
A
BBB
BB
B
Cash and cash equivalents

Fund Characteristics
0.7%
2.6%
39.3%
37.2%
8.0%
11.9%
0.4%

Average duration (years)
Yield to Worst

2.7
3.7%

Top 5 Holdings
Busan Bank 4.85% May 2021
Sinopec Century Bright 4.2% Oct 2021
China Cinda Asset Mgmt 4.6% Sep 2025
China Resources Land Ltd 5.38% Mar 2021
Shimao Property Hldgs 5.75% Mar 2021

3.9%
3.1%
2.7%
2.7%
2.7%

Credit Rating : Where the security is not rated by external rating agencies, Fullerton’s internal rating methodology will apply.
Yield to Worst (YTW): Refers to YTW in base currency. Not guaranteed. Past performance is not necessarily indicative of future
performance.

Disclaimer: This publication is for information only and your specific investment objectives, financial situation and needs are not
considered here. The value of units in the Fund and any accruing income from the units may fall or rise. Any past performance,
prediction or forecast is not indicative of future or likely performance. Any past payout yields and payments are not indicative of future
payout yields and payments. Distributions (if any) may be declared at the absolute discretion of Fullerton Fund Management Company
Ltd (UEN: 200312672W) (“Fullerton”) and are not guaranteed. Distribution may be declared out of income and/or capital of the Fund, in
accordance with the prospectus. Where distributions (if any) are declared in accordance with the prospectus, this may result in an
immediate reduction of the net asset value per unit in the Fund. Applications must be made on the application form accompanying the
prospectus, which can be obtained from Fullerton or its approved distributors. You should read the prospectus and seek advice from a
financial adviser before investing. If you choose not to seek advice, you should consider whether the Fund is suitable for you. The Fund
may use or invest in financial derivative instruments. Please refer to the prospectus of the Fund for more information.
This advertisement or publication has not been reviewed by the Monetary Authority of Singapore.

