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Market sentiment changed in September with a pick-up in volatility for risk 
assets, and clear evidence of profit taking from professional trading desks 
unsurprisingly locking in profits from the strong technical rally seen over the 
summer. In addition to the profit taking, there were additional headwinds 
as the stand-off in the US fiscal stimulus talks between the Republicans and 
Democrats continued, with each side blaming the other for political point-
scoring. The UK-EU stand-off also remained stubborn with the EU threatening 
court action and sanctions after Boris Johnson’s government re-wrote parts 
of the key Withdrawal Agreement that received royal assent back in January 
of this year. In addition, COVID-19 cases continued to increase in Europe, 
the US and the UK. While new restrictions were mostly localised, fears of a 
more widespread second lockdown continued to grow, as did fear of further 
insolvencies. The S&P 500 declined 3.8% over the month, the EuroStoxx 50 
declined 2.5% and the iTraxx Xover index widened 35bp; however, despite 
the sell-off in risk assets the bellwether 10-year US Treasury bond traded in 
a relatively narrow range of just 8bp through the month, indicating a general 
reluctance in the classic flight to quality with rates at current tight levels.

Obviously one of the key catalysts for market uncertainty is the forthcoming 
US election and at the end of the month we saw the first eagerly anticipated 
debate between President Trump and the Democrat challenger, Joe Biden. 
The result was a disappointing slanging match with neither candidate 
covering themselves in glory. More interesting were the comments from Fed 
Chair Powell, following the Fed September meeting. Powell announced rates 
would remain near zero for years until the US economy heals from the effects 
of COVID-19 and the labour market recovers. In an extensive session with 
the press, his comment about the stimulus package – “my sense is more fiscal 
support is likely to be needed. Of course the details of that are for Congress, 
not the Fed” – was particularly notable and put focus back on talks between 
Nancy Pelosi and Steven Mnuchin. 

The European Central Bank meeting was a disappointment, with Christine 
Lagarde saying little of note. In the UK the Bank of England governor, 
Andrew Bailey, announced the base rate would remain unchanged at 0.1% 
but he commented that the domestic economic outlook remained “unusually 
uncertain”. The BoE stopped short of announcing further asset purchases, but 
it did disclose more discussions on how negative rates might work. Sterling 
weakened on the speculation and due to the lack of progress in Brexit talks 
with the EU.

Portfolio Commentary

September is typically a buoyant month for the new issue market, but volumes 
were relatively light this time around as many borrowers took advantage of 
a supportive summer to front-load their funding requirements. However, it 
was business as normal in the US market where there was heavy new issue 
supply across both investment grade and high yield. The fixed income market 
adopted a ‘wait and see’ approach during the month and the PMs kept the 
credit allocations unchanged, although they did continue to execute a number 
of relative value switches across the portfolio, extending the credit spread 
duration where possible. They also took advantage of the increased volatility 
to top up some of their preferred positions at attractive levels in the secondary 
market.

The pickup in volatility made it a more difficult month for risk assets; the Coco 
index generated a total return of -0.71% for the month. US high yield returned 
-1.04%, European HY was -0.61%, UK HY -0.21% and EM -0.86%. 

Given the weakness of the broader risk indices, the Fund performed relatively 
well and returned 1.34% for the month.

Market Outlook and Strategy 

The market is expected to remain relatively range-bound over October as the US 
election approaches its conclusion on November 3 and the final negotiation in the 
Brexit talks take place ahead of the December deadline. The portfolio managers 
are expecting to maintain the current allocation, focusing their attention on 
relative value rotation and extending credit spread duration where appropriate.

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
30/09/2020 - 
30/09/2019 

30/09/2019 - 
28/09/2018 

28/09/2018 - 
29/09/2017 

29/09/2017 - 
29/09/2016 

29/09/2016 - 
30/09/2015 

NAV per share inc. dividends 2.53% 5.16% 3.47% 15.41% 4.56%



•  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

Fund Managers

THIS COMMENTARY IS FOR FINANCIAL ADVISERS AND INSTITUTIONAL/PROFESSIONAL INVESTORS ONLY. NO OTHER PERSONS 
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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