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Market Commentary

Market sentiment in November was buoyed by the increasingly positive 
rhetoric surrounding the US-China trade dispute. Equities continued their 
rally, with the S&P 500 reaching another all-time high and credit spreads 
continuing to grind tighter. Treasury yields were fickle during the month, with 
the bellwether 10-year trading in a 30bp range, initially testing 1.95% before 
closing the month back at 1.79%. Generally, news flow was light and risk assets 
fairly benign, with new issue flow steady and being comfortably absorbed by 
investor demand.

The rhetoric surrounding the trade talks continued in a fairly positive tone, 
with both China and the US signalling they were close to a deal. Although no 
date was set, both parties sounded optimistic that there could be an agreement 
before December 15 – a key date as President Trump had threatened further 
tariffs from that date (15% on $160bn of Chinese goods). Market expectations 
remain positive that the talks will progress, despite President Trump signing a 
bill in support of Hong Kong democracy protesters.

In the UK, election campaigning was in full swing and dominated the news. The 
key parties released their manifestos, with their stance on Brexit a key theme 
in all. The incumbent prime minister, Boris Johnson, and his Conservative party 
received a boost from the Brexit Party as the latter announced it would not be 
fielding candidates in constituencies where the Conservatives had a majority. 
As things stood at the end of November, a Conservative majority looks like the 
most likely outcome, which would mean the UK should leave the European 
Union with the deal negotiated by Johnson. However, recent years have shown 
opinion polls can be flawed and the margin of error still leaves a high degree of 
uncertainty as the December 12 voting day looms.

Staying with the UK, the Bank of England’s monetary policy committee met 
for its penultimate meeting of the year, and as expected there was no change. 
The surprise, however, was that there were two dissenters calling for a cut, the 
first time in over a year. Elsewhere, the Fed’s FOMC minutes supported the 
outcome of the last meeting that the Fed is on hold for further interest rate 
changes, and most of the members see rates post the October cut as “well 
calibrated”.

In Europe, Spain headed to the polls for the fourth time in as many years. 
The results were inconclusive with no party gaining a majority, though the 
incumbent ruling party, the Socialist Workers’ Party, did secured the support of 
the anti-austerity Podemos. Despite this coalition, the two parties do not have 
a majority government and therefore it will be a struggle for them to enact any 
real changes.

Germany managed to avoid a technical recession after eking out +0.1% growth 
in Q3, after the -0.1% print in the previous quarter. Germany also saw an 
improvement in its PMI Manufacturing number for the second consecutive 
month, though it is still below the key 50.0 threshold. The US also saw an 
improvement in its PMIs, which edged into expansion territory with the 
October composite number at 51.9.

Portfolio Commentary

With investor sentiment improving in November, the Fund was well positioned 
to benefit from the risk-on appetite. Trading activity was again relatively low, 
however the portfolio managers did add a number of new positions. In the high 
yield sector, they added Burford Capital, a litigation company, and also a new 
issue from Aveanna, a US healthcare services business. In the ABS space, the 
managers added to the holding of TULPS, a prime Dutch mortgage investment.

Credit markets performed well as risk appetite improved, with sterling high 
yield leading the charge, finishing the month +1.22%. The other high yield 
indices lagged slightly but also performed well, with European HY +0.91% and 
US HY +0.27%. The Coco index also performed well, closing +1.18% supported 
by some positive news headlines for the sector. Emerging markets posted a 
return of +0.33%, showing minimal signs of impact from the unrest in South 
America.

The Fund returned 0.89% during the period, with most sectors contributing to 
performance and the AT1 sector being the top performer, contributing 35bp to 
performance. This was followed by the insurance sector (contributing 30bps of 
performance and 2.3% on a standalone basis), while UK and European HY also 
had a very strong month. 

Market Outlook and Strategy 

Any developments on the US-China trade tussle will be closely scrutinised 
by the portfolio managers, as a ‘phase one’ deal or lack thereof will be the key 
driver of market sentiment into year-end. The team will be looking for any 
signals of an agreement being signed ahead of the December 15 tariff increase 
deadline.

In the UK, the polls and news flow around the general election will be important 
leading up to the December 12 vote. The market expects and is hoping for the 
clarity of a Conservative majority, but is likely to remain cautious until the 
result is known on the morning of December 13. Thereafter attention will shift 
to the future bilateral agreement between the UK and EU, with the market 
eager for a swift resolution.

The three key central banks (the Fed, the ECB and the BoE) will have their final 
meetings of the year, however the current prediction is for all to stay put, after 
a year of market-moving changes from the Fed and ECB.

With market liquidity reducing into year-end any negative headlines will 
lead to exacerbated market moves, which could provide some interesting 
opportunities, though activity is expected to be relatively quiet.

This Commentary is for professional UK investors only/not for public viewing or distribution.

The performance figures shown are in GBP on a mid-to-mid basis inclusive of net reinvested income and, with the exception of share price performance figures, net of all fund expenses. Past performance is 
not a reliable indicator of future performance. Performance data does not take into account any commissions and costs charged when shares of the portfolio are purchased and disposed of.

Rolling Performance
29/11/2019 - 
30/11/2018 

30/11/2018 - 
30/11/2017 

30/11/2017- 
30/11/2016 

30/11/2016- 
30/11/2015 

30/11/2015- 
28/11/2014 

NAV per share inc. dividends 9.48% -0.59% 16.48% 4.27% 4.20%



•	� All financial investment involves risk. The value of your investment isn’t 
guaranteed, and its value and income will rise and fall. Investors may not 
get back the full amount invested.

•	 �Past performance is not a reliable indicator of future performance, and the 
Fund may not achieve its investment objective. 

•	� Fixed income carries two main risks, interest rate risk and credit risk: (1) 
Where long term interest rates rise, there is a corresponding decline in the 
market value of bonds and vice versa; (2) Credit risk refers to the possibility 
that the issuer of the bond will not be able to repay the principal and make 
interest payments.

•	� Typically, sub-investment grade securities will have a higher risk of issuer 
default, and are generally considered to be more illiquid than investment grade 
securities. 

•	� The Fund can invest in structured credit products or asset-backed securities 
(ABS). The issuer of such products may not receive the full amounts owed to 
them by underlying borrowers, which would affect the performance of the 
Fund. Credit and prepayment risks also vary by tranche which may affect the 
Fund’s performance.

•	 ��The Fund has the ability to use derivatives, including but not limited to FX 
forwards, for hedging only (EPM). This may magnify gains or losses. 

•	� Investments in emerging markets may be affected by political developments, 
currency fluctuations, illiquidity and volatility. 

Key Risks
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SHOULD RELY ON THE INFORMATION CONTAINED WITHIN THIS DOCUMENT.  Please note the views, opinions and forecasts expressed in this document 
are based on TwentyFour’s research, analysis and house views at the time of publication.  Tax assumptions may change if the law changes and the value of tax 
relief will depend upon individual circumstances. In making any investment in TwentyFour Select Monthly Income Fund, investors should rely solely on the 
Prospectus and not the summary set out in this document. The Prospectus is available at www.selectmonthlyincomefund.com

For definitions of the investment terminology used within this document please see glossary at: https://twentyfouram.com/glossary
 
Performance figures are shown in sterling on a mid-to-mid basis, inclusive of net reinvested income and net of the annual management charge and all other fund 
expenses.The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the 
amount originally invested. 

TwentyFour Asset Management LLP is able to assist those institutional clients who require it with meeting their Solvency II obligations. In particular, TwentyFour 
Asset Management LLP will make all reasonable endeavours to comply with the Solvency II Regulations 2015 Article 256. Please contact the Compliance 
Department at compliance@twentyfouram.com for more information.
 
TwentyFour Asset Management LLP is a Limited Liability Partnership incorporated in England under Partnership No. OC335015 with its registered office at 
8th Floor, The Monument Building, 11 Monument Street, London EC3R 8AF and is authorised and regulated in the UK by the Financial Conduct Authority, FRN 
No. 481888.

Further information on fund charges and costs are included on our website at www.twentyfouram.com
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